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'C... 
ANNEX B 

ANNUAL, REPORT OF THE , 
DEFENSE SUPPLY AGENCY 

July l, 1966 - June. 30, 1967 

This is the sixth annual report of the Defense Supply Agency (DSA). 

In fiscal year 1967 the Agency made a successful adjustment to the 

accelerated ;rate of demands for support of Southeast Asia (SEA) operations , 

ending the year with a noticeably improved supply posture. To a consider-
,, 

able extent, this improvement represented delayed benefits from DSA' s 

own efforts in fiscal year 1966. In that year DSA attempted to increase 

its procurements by 140 percent in competition with a booming civilian e<;:onorny. 

Through a vigorous buying program and some use of'' rated orders," the 

Agency managed to obligate $4. 25 billion in stock funds. Manufacturers 

actually delivered $2.·91 billion in materiel during the year (see figure 1). This 

was a DSA record and 67 percent more than delivered in the previous year, but 

still not enough to meet the sudden rise in military requirements. Gross sal~s 

exceeded deliveries in fiscal year 1966 by nearly $100 million. 

To support an increasing overseas operation in a jungle terrain where 

the combat forces stressed unconventional warfare methods, DSA required 

either eptirely new items or unprecedented quantities of articles in limited 

supply, including complicated spare parts subassernblies. Most of these 

were not military items procurable from the armament industry, but neither 

were they standard commercial designs. Most of the new contractors who 

accepted DSA contracts had to set up special production lines. As a result 



.industrial lead time nearly doubled during fiscal year 1966, backorders in

creased 165 percent, and the Agency began fiscal year 1967 with $1. 86 billion 

in undelivered materiel on order. 

DSA ST A TIS TI CAL TRENDS 
(Millions of Dollars) 

END OF FISCAL YEAR ....... I 964 ....... I 965 ....... I 966 ....... I 967 

Stock Fund Obligations $1,577.8 $1,825.8 $4,245.7 $4,309.8 

Procurement Deliveries 1,590. 0 1,739.1 2, ~2. 9 4, 82 2. 5 

Gross Customer Sales 1, 80S . 2 1,968.0 3,010.2 4, O•; u . 'l 

Net Inventory Change -180 . 3 -255.0 +17. 3 +902.2 

Figu-r:e I 

In light of this situation, fi'-c a l 1967 can be characterized as the year 

in which DSA caught up with its delinquent programs. A more favorable 

trend was apparent by November 1966. The difficulties in clothing pro-

duction described in last year's report were largely overcome, despite 

the fact that Military Service requirements for clothing, as for all other 

DSA commodities, continued to expand. Sales increased 35 percent during 

fiscal year 1967 to $4. 09 billion, but procurement deliveries increased 66 

percent to $4. 82 billion, and exceeded sales in every DSA supply category . 

The Agency was therefore able to meet current requirements and at the 

same time to increase its inventories by over $900 million. This incre a se, 

which was a reversal of earlie r DSA management trends, was designed to 

improve responsiveness to Military Service demands for support of expand-

ing overseas operations. It was recognized that increased depth of 
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ories was not a cure for all logistical support difficulties. 

owever, progressive improvements in DSA's supply effectiveness generally 

proportionate to the rise in supply levels tended to demonstrate that 

the Agency's new inventories were wisely selected. 

A similar increase in activity was experienced by DSA in its 

mission of providing centralized contract administration services for 

assigned DoD procu;rement contracts. DSA, through its Defense Contract 

Administration Service (DCAS) organization, was responsible for ad~in

istering 272,000 prime and secondary contracts valued at $48.9 billion 

by the end of June 1967. This represented an increase during the year 

of 39.5 percent in contracts administered, and 24 percent in funds 

obligated on prime contracts. 

The Director of DSA, Vice Admiral Joseph M. Lyle, SC, USN, retired 

on 1 July 1967. He was replaced by his Deputy, Lieutenant General 

Earl C. Hedlund, USAF. 

CHANGES IN AGENCY MISSION AND ORGANIZATION 

On 7 October 1966, DSA responsibilities within the contracts com-

pliance program were transferred to the Assistant Secretary of Defense 

(Manpower), and eleven DSA Equal Employment Qpportuni ty Field Offices, 

located throughout the United States, we re disestablished. However, on 

21 March 1967 the Deputy Secretary of Defense directed that operating func-

tions of the DoD-wide Contracts Compliance Program be assigned to DSA, 

effective 1 July 1967. The transfer involved 171 DoD civilian personnel. 

Effective 21 November 1966, field service offices of the Defense Docu-

mentation Center (DDC) located at Boston, Mass., Dayton, Ohio, New York, 

•. Y., San Francisco, Calif., and Alexandria, Va. were discontinued. 
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Effective 30 December 1966, the responsibilities of the OSD Directo 

for Petroleum Logistics Policy, which had been merged with those 

Commander, Defense Fuel Supply Center were transferred back to the 

OASD(I&L) and assigned to an Assistant for Petroleum Matters. 

On 15 January 1967 DSA assumed responsibility for overseas support 

of decentralized and noncataloged items related to catalog classes assigned 

to DSA, for USAF activities in the Pacific area. Through this action, the 

final increment of the Special Purchases (SPUR) program was absorbed by the 

DSA supply centc :r s. It involved the transfer of 237 personnel spaces from 

the Air Force to DSA. 

On 19 January 1967 the Secretary of Defense announced that Subsistence 

Regional Headquarters (SRH) located at Columbia, S. C., and Forth Worth, 

Tex., were to be discontinued, effective 1 July 1967. This consolidation 

was expected to save 63 personnel spaces and annual operating expense of 

$532,000. By the end of the fiscal year the functions of both activities had 

been transferred on schedule to SRH New Orleans and Kansas City. 

Changes in Item Management Responsibility 

At the start of fiscal year 1967, the five operating inventory control 

points of DSA were managing 245 Federal Supply Classes (FSCs) for all 

the Military Services, and 45 classes for the Army only, encompassing 

a total of 1,335,800 centrally procured items. 

During fiscal year 1967, various adjustments resulted in a net loss to 

DSA of four classes. The most significant change was the transfer of three 

classes of automotive tires and tubes to the Army's Tank Automotive 

Command. 
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Early in fiscal year 1966, the Office of the Secretary of Defense 

directed the Military Services to be gin applying the item m ·anagement 

coding criteria embodied in DoD Manual 4140. 26-M. • These criteria 

were to be applied retroactively to 825,000 items in DSA classes which 

had previously been managed by the Services, and also to 150, 000 items 

in the 45 classes mentioned above. Coding began immediately and is 

expected to contfoue through December 1967. A total of 481, 204 coding 

actions had been completed as of 30 June 1967, with DSA being designated 

as manager of 324,263 items. Of these, 189, 152 had been capitalized 

to DSA by the end of the fiscal year. On 30 June 1967 DSA was centrally 

procuring 1,538,500 items in 286 FSCs for all the Military Services.* 

This represented a net increase of 202, 700 items during the year , attri-

buted largely to the Retroactive Item Management Coding Program. 

On 1 July 1967 , plans we re on schedule for transfer 

of 52 F,SCs to the General Services Administration (GSA ) . The 

first increment of this transfer involved some 5, 000 centrally managed 

items with ass'ets of $21 million, and 12, 000 local-purchase items. 

One additional FSC will be transferred during fiscal year 1968. 

* Distribution of DSA centrally managed items by supply center is shown 
in table 40 in the appendix . . (This is a DoD table, not part of the DSA 
annex. A copy for reviewers' information is attached, page 48 .) 
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DSA DISTRIBUTION SYSTEM 

No major changes were made during the year in the DSA Distribution 

System, which continued to consist of seven principal depots, four special

ized support depots, and ten Direct Supply Support Points (DSSPs) serving 

the Navy. However, shortage of storage space on the West Coast due to the 

current situation has resulted in DSA positioning stocks in Military Service 

depots and GSA depots in that area. A total of twelve distribution points 

outside the permanent DSA distribution system was involved, and in addi-

tion, leased covered space utilized as required. Meanwhile DSA-owned 

materiel stored at attrition sites has continued to decrease; on 30 June 1967, 

there were 20, 500 tons remaining at l8 sites. 

pepot Operations 

Considerable progres:;, has been made in the development of DSA

wide standard internal depot operating procedures, under a project 

designated Mechanization of Warehousing and Shipment Processing 

Procedures (MOW ASP). MOW ASP will provide paperwork support 

and computer services for the depot missions of shipping, receiving, 

shipment pre planning, inventory and ware housing. In July 1966 the 

Defense General Supply Center (DGSC) became operational under MOWASP. 

An attempt was also made to implement the system at Defense Depot 

Mechanicsburg (DDMP) in August 1966. However, computer problems 

and system overloading caused breakdowns which jeopardized the supply 

mission and MOW ASP was removed from DDMP in September 1966. 
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_ '!OW ASP operations at DGSC provided valuable experience with 

e system, and it became apparent that many revisions and improve

ments could be made. Accordingly, MOW ASP has been redesigned and 

reprogrammed and will be installed in the depot at the Defense Construc

tion Supply Center (DCSC) in February 1968. By November 1968, all 

DSA distribution depots will be operating on the MOW ASP system. 

The impact of the Southeast Asia situation upon DSA storage operations 

which became evident in 1966 has continued. Occupied space in DSA depots 

increased from 16 million square feet on 1 July 1966 to 18 million square 

feet on 30 June 1967, while the percentage of space occupied rose from 

78. 5 percent to 87. 3 percent during the same period. Utilization of avail-

able space increased at all depots except Dayton and Philadelphia, and 

there was a considerable degree of Qvercrowding at Tracy, Stockton, and 

Mechanicsburg. Supplies shipped and received at DSA depots during fiscal 

38o5 
year 1967 amounted to 4. 5 million short tons, an increase of A percent 

over the previous year. 

Expanded depot operations required the procurement of 115 new uni ts 

of materials handling equipment (MHE). DSA also continued in a "Tempo

rary Hold" status 286 over-age MHE units which had been withheld from 

disposal in the previous fiscal year. The intensified depot operations 

already described and an extremely high MHE utilization rate - as high as 

90 percent compared to a normal 60 percent - caused a heavy attri-

tion among older units, and it was necessary to replace 115 MHE units 

during the year. 
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Signific a nt pr ogress was made in the mechanization of warehouse 

bin-room operations. Installa ti on of a pil o t system a t D efe ns e D epot 

Ogden was completed l a te in the 1967 fisc a l year, and anticipated cost 

reductions bec ame apparent even thou gh the system was in its initial 

sh ake -down period . Additional systems are now ·being procure d for 

Columbus and M e mphis , with start of operations expected in calendar 

year 1968. The system for Mechanicsburg will be procured in fiscal 

1968. A metals handling system is being installed at the Memphis depot. 

At Tracy a nd M e chanicsburg, metal handling systems are in proce ss of 

pr ocureme nt. 

Logistic Suppo rt of Civil Defe nse 

During fiscal year 1967, survival supplies were issued to 8,375 

shelter facilities, increasing the grand total of stocked f a cilities to &bout 

86,,ooo. The supplies is sued during the y ear we re enough for nearly 

six million persons, bringing the cumulative tota l to a leve l 

sufficient for appro~mately 50 million persons for 14 days. About 75 

p e rcent of the total she lter supplies procured (sufficient fo r 63 

million per sons for 14 days) h a d b ee n is sued by 3 0 June 1967. At 

that time 17 DoD and 14 GSA warehouses served as distribution 

points to local governments - a reduction of 13 warehouses during 

the year. While reducing m aintenance costs, these closures increased 

the number of Civil Defense organizations to which she lte r supplies 

must b e delivered at F e deral expense. 

Food inspectors of the U. S. Army Veterinary Corps and Air Force 

Veterinary Services a re being utilized to inspect Civil Defense supplies 

stored in shelters. The objective is to obtain valid d a ta on the 
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serviceability of these supplies by inspecting fallout shelters on a 

scientific sampling basis. DSA has held a series of training seminars 

for the inspection personnel, and inspections at military installations 

have begun. Inspections in Federal buildings and then in civilian-

owned facilities will follow. 

A program was begun to procure and issue special protective 

devices for supplies to be stored in mines, caves, and tunnels where 

humidity, moisture and dust make for unfavorable storage conditions. 

These devices consist of (1) water-resistant fiberboard containers for 

overpacking larger individual items; (2) protective polyethylene bags 

for smaller items; (3) bulk polyethylene film for shrouding larger 

quantities of supplies·; and (4) special pallets to provide a firm 

stacking platform. They are to be issued where required during fiscal 

year 1968, and will be distributed from six key warehouses located 

throughout the continental United States. 

DSA maintains an engineering equipment inventory for use in natural 

disasters and during civil defense postattack operations. Principal 

components of this inventory are 450 miles of 8 inch steel pipe with 

auxiliary equipment such as pumps, purifiers, chlorinators, and 

generators. Total value of this inventory was approximately $6. 9 

million at the end of fiscal year 1967. During the year, engineering 

equipment was loaned to 23 States for use in 78 communities to help 

alleviate the persistent water shortage in the Northeastern United 

States and the spring floods along the Mississippi River. 
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PROCUREMENT AND PRODUCT! ON PROGRAM 

During fiscal year 1967, DSA procurement activities awarded a 

tota l of 910,500 contracts aggregating $6. 18 billion. Of the awards 

subject to con1petition, 91. 5 percent were a ccomplished through competi

tive procurement. Awards to small business totaled $2. 59 billion, or 

45. 8 percent of all awards to U. S. firms. This re pre sen ts a record 

high dollar value awarded to small business during any fiscal year since 

the activation of the Agency. Awards of $10,000 and above in labor 

surplus areas totaled $587 million, or 12. 3 percent of all DSA awards 1n 

the United States and possessions. 

Contract review and approval levels were revised to take into 

consideration the increased procurement workload of the Age ncy during 

fisc a l year 1967. Contract review procedures were also revised to 

provide for indepth revi ew of actions. Notwithstanding the r e vised 

criteria, contracts subject to review and a pproval increased 25 percent, 

and dollars subject to review increased 20 pe rcent in fiscal year 1967 

over fiscal year 1966. Of the total annual procurement program, 13. 8 

perc e nt was subject to Headquarters review and approval. Late in the 

year a new requirement, effective 1 July 1967, was imposed on DSA 

procuring activities for local contract review. This will be performed 

by a n independent office as staff to the Director of Procurement and 

Production. 
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arter s and field Industrial Mobilization Planning organiza-

o s continued to support procurement and production for SEA. Towards 

the end of the year, as this workload diminished, these personnel reverted 

back to their basic plann_ing function. Accordingly, for r:host of the 

year, a minimum of Industrial Mobilization Pianning was conducted, with 

the major effort being expended on existing planned mobilization agree -

ments with planned suppliers. 

Progress continued toward implementation of the Standard Automated 

Materiel Management System (SAMMS). During the year procedures in 

the procurement subsystem of SAMMS were developed for computer 

generation of delivery orders, purchase orders, including calls 

against blanket purchase agreements, and unpriced purchase orders. 

This system, which encompasses both large and small purchases, 

is scheduled for initial implementation at the Defense Construction 

Supply Center (DCSC) in January 1969. 

The Zero Defects Program has been given new vitality by the creation of 

a high level council to stimulate both industry and in-house programs. A 

formal requirement that all DSA field activities establish a Zero Defects 

unit within the Office of Planning and Management, effective 1 July 1967, 

has already received informal implementation in most instances. This new 

development has served to re-emphasi~e all aspects of the DSA-wide integrated 

~'Uality and Reliability Programo Salient features of that program during 

the year were closer liaison with Defense Contract Administration Services, 

rigorous follow-up on complaints, and promulgation of new updated policies 

:implementing recently published changes to the Armed Services Procurement 

Regulations(ASPR). The program: continues to stress contractor responsibility 

11 
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for quality , a s th e keystone of the DSA qua~ity assurance concept. 

1,.1uality Check f'ro gram was expanaed auring the year to include Coast :,:..._z....-.:. 

stations anct J ob Corps centers in its s cheduled round of customer visits . 

At depots, the c,uality Audit Pro~ram has given emphasis to monetary recovery 

through prompt procurement warranty actions. This has reinforced its basic 

function of preventive quality control, to assure that defective items do 

not enter the supply system. 

DSA requests to the Deoartment of Commerce for special as si s tance under 

the Priorities a.."l rl Allocations Program continued at a high r ate. ApproYimately 

350 cas es involving e.xnedited delive r y of materials on existing contracts , 

mostly for us e i n Vietnam, were handled during the year. 

During f iscal year 1967, industry was more responsive to DSA needs 

for nrocurement coverage on critical items than in the previous year, and 

use of the Rated Order procedure to impose mandatory orders .~as reduced l ,_, 

abo1.,;.t 40 percent. Approximately JOO rated orders were issued, all of them 

in the first half of the year, and by February 1967 no rated orders were 

in force. 

A pilot program for Contractor Performance Bvaluation (CPE), conducted 

under DoD direction, has been under te st at the Construction, Electronic:s, 

and General ~upoly Centers uuring t he past year. Purpose was to determine 

whether CPE, which had already been implemented in the RDT&E area , could 

be extended to equipment and supply contractso CPE is de signed to 

provide the procuring activities with a record of contractor deliver y ar1c. 

quality performance, for their u3e in documenting contract files ;mct making 

determinations of re sponsi bility . C?ra data is stored in central data banks 

by the eleven Defense Contract Admini stration Services Regions (DCASRs), and 
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~s, made available on request. DSA forwarded the final report on the pilot 

program to the ASD(I&L) recommending that, while the program is feasible, 

\ 
1 a cost-effectiveness study should be made before DoD-wide implementationo 

In an effort to decr~ase contract- delinquency, special management 

emphasis was given to the establishment and use of more realistic pro

duction lead times .and to improvement of contract status reporting. 

Special reporting proc,edures were utilized for monitoring production oro

gress on critical items in support of Southeast Asia(~, landing mats, 

concertina barbed wire, tropical combat uniforms, tropical boots). In 

addition, these reporting procedures provided output for required reoorts 

to authorities outside this Agency such as the Joint ¥iateriel Priorities 

and Allocations Board and the JCS Ad Hoc Landing Mat Committee. In order 

to assure maximum efforts to expedite production of critical items, DSA 

Headquarters maintained close liaison with Defense Supply Centers and Defense 

Contract Administration Services field offices. 

During fiscal year 1967, DSA purchased Service-managed items in DSA 

assigned classes to the amount of $380.4 million, an increase of 47 percent 

over the previous year in this facet of the DoD Coordinated Procurement 

Program. In past years, there was wide variance among the Services in their 

interpretation of the exception criteria which permitted a Service to buy 

its own requirements for these items. To secure more uniform application 

of the exception criteria, DSA developed and coordinated with the Services 

an interpretation guide. This was issued in February 1967 with the 

approval of the OASD(I&L). • 
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DEFENSE-WIDE SERVICES 

During fiscal y ear 1967, DSA continued to administer Defense-wide 

programs for cataloging, materiel utilization, surplus disposal, technical 

do cumentation services, and coordinated procurement. DSA was also 

standardization assignee for approximi:l,tely 2. 5 million i terns, or 62 

percent of the 3. 96 million DoD items in the Federal Catalog. 

C a t a loging and Technical Data 

Ther e was a net increase of 117,606 DoD items in the Federal 

Catalog during the fiscal year. This actually represent~d 377, 484 addi-

tion,s and 259,878 deletions. ,:, The net increase in catalog items could 

be attributed primarily to the introduction of repair parts for new major 

end items. However, inventory managers have also shown reluctance 

to initiate inve ntory disposal actions for maintenance parts which normally 

would become obsolescent, since many of these parts support older equip

ments still in use in Southeast Asia. The validity of this policy is 

demonstrated bv the fact that 32,247 of the ' 'new" items added during the 

y e ar were actually reactivations of inactive items. 

DSA continued to give major attention to ;reductions in the number of 

items 1n assigned commodity classes. In fiscal year 1967, as a result of 

ide ntific a tion of duplic a te or simil a r items and of standardization actions , 

decisions were made and concurred in by the military departments to 

eliminate 97,015 items. These decisions were based on a review of 

290, 703 items during the 12-month period. 

,:, See table 42 in the appendix. (This is a DoD table and not part of 
the DSA Annex. A copy for reviewer's information is attached, page 50.) 
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-e ique s has continued to increase. 

anufacturers1 parts were screened during 1967 ,, 

:.ase of 39 percent over the previous year. The ratio of pro..-

: s · o ning i terns matched to existing Federal Stock Numbers (FSNs) 

increased to approximately 39. 7 percent . , All provisioning items identified 

with an FSN were also screened against the PLUS file of long supply and 

excess items . Assets were found to exist for 10. 2 percent of the FSNs 

matched, leading to normal reutilization procedures. 

Items screened for purposes other than provisioning totaled l, 069, 476 

I manufacturers numbers and 798,980 FSNs. One example of such u.se 

was the part number screening of contractor stocks in Vietnam prior to 

turnover of the contractor inventory to the Military Services, for local 

reutilization. Approximately 65 percent of this inventory was. identified. 

The emergency file screening service for support of high-priority 

requisitions, initiated in the previous year in support of SEA operations, 

was discontinued in November. 1966 because the normal processing 

schedule could provide daily s.e rvice . . By the end of the fiscal year, 

turn around time for provisioning screening was 12 hours by wire an.cl 

7 days by mail. 

As part of the SAMMS concept, a Catalog Subsystem Revised 

R~quirement and a ·revised Manual of Operating Procedures were completed 

and published in June L967. DI SC chaired the. task group which coordinated 

these revised documents. The Catalog Sub-System of SAMMS is scheduled 

for implementation at the pilot supply Center ( DCSC) in January I 969. 
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During fiscal year 1967, the Federal Item Iderttification Guide ( =-:: 

Improvement Program moved ahead in development of documents and pr;:: -

paration of item logistics data. Six FII Gs were published and work was 

be gun on rede scription in the improved format of active items presently 

in the files. In all, work on 79 FIIGs was underway or completed. A 

total of 263 FIIGs had been scheduled, covering commodity areas previously 

included in 1370 description patterns. The ultimate objective of the FIIG 

Improvement Program is to provide the means for mechanized collection 

and retrieval of supply logistics data from a single record for multiple 

logistics purposes. 

The DLSC Integrated Data System (DIDS) described in last year's report 

ha$ progressed to the stage of a formal system requirement. 

This document was completed in September 1966, coordinated with 
and 

various DoD activities and GSA, /\subrni tted to the ASD(I& L) for apprc;)Val 

on 5 December 1966. Subsequently, two additional areas were added: 

Communications, transmitte d to ASD(I&L) on 1 May 1967, and 

Mana~ement Statistics, which is currently being staffed with DoD and 

Federal civil agencies. 

While the ASD(I&L) has not given an unqualified approval to the DIDS 

r e quirement, he has approved the continuation of system design studies. 

A systems design specification based on the DIDS requirement is currently 

in preparation, and will be part of a projected Request for Proposals 

for a new machine configur;;i.tion to be completed in fiscal year 1968. 
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Military Standard Data Systems 

Jointly the military departments, DSA, a,nd other Government 

agencie ~ have created a large fa,niily of m:i.litary standard data systems . 

Current objectives and 9-evelopments of the DoD tend toward designing 

standardized information systems through the building-block approach- -

each block capitalizing on the uniformity of data established by the other . 

Standardization based on the creation of common languages, codes, and 

machine processable formats permits the integration of various inf or-

mation exchange systems whereby the data output of one system becomes 

the input to another, to rrieet current and projected logistics require

ments. Because of 'the large amount of supply support which crosses 

Military Service lines, DSA has been designatecl as the systems admin

istrator for system development c;1,nd surveillance. 

In December ~ 966 the procedures manual for Military Standard 

Contract Administration Procedures (MILSCAP) was published a:.nd 

distributed to all DoD components as well as other :federal agencies 

and many interested commercial contractors. • MILSCAP is aimed at 

standardizing a large amount of data in the functional areas of procure-

ment, contract administration, inventory control, storage and financial 

accounting. It will have its major impact in two areas - - procurement 

.. ; 

and contract admini1;,tration ,-- hitherto relatively untouched by DoD 
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data standardization or mechanization. The new system will replace a 

variety of n9ns tandard procedures now 1:>eing used by Defense 

Contr a ct Admtnistration Service s Region$ (DCASR s), the contract admin-

istration offices controlled by the military departments, a nd contract-

awarding activities DoD-wide. Because of its impact on existing w ay s 

of doing business, the full system may require as many as two to three 

years for complete implementation. 

and operating manual 
In June 1967 the finahzed DoD in;:,t:rU<~tion / for the Military 

Supply and Transporta tion Evaluation Procedures (MILSTEP) were for---

warded to a ll DoD compone nts. MILSTEP is a DoD st_andard data 

system for collection of d a ta n e cessary to meas_ure supply systems 

p e rformance and transporta tion effectiveness. This me a surement is 

a pplicable to activities throughout the Depa rtme nt .of Defense and GSA 

insofar as they support the Military Services . One of the m anagement 

r e ports (the Supply Availability and Analysis Report) wiU be implemented 

with d a ta accumulated from 1 October 1967 . The o:ine line performance and 
Rnalysis 

/report is scheduled to start on J I M,frch 1968. 

Impleme ntati on of the DoD Autom a,tic A ddr es sing Syste m (DAAS) h a s 

aqher e d to the schedule outlined in l a st year's 1;eport. The b ack-up 

facility at McClellan Air Force Base was a ctiv a ted on 13 August 1966, 

and successfully assumed the entire workload of the system on a 

t e mporary basis. Expansion and reprogramming of the o rigin a l facility 

0tntion 
a t Gentile Air Force / was completed on 17 October 1966 . This 

ph a s e of DAAS will be complete after a limited number of additional 
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_;;.- i nated by the Military Services a re added ear ly in fi s cal 

- 8 . As an interim measu;re, workload on the system has peen · - • • 

-,.imited to the capacity of a single facility, or 175, 000 average-lei;igth 
> 

messages in a 24-hour period. This was done to provide an aLternate 

routing capability in the event of a technical failure at one facility. 

-However, the Military Services have an immediate requirement for 

additional capacity to add subscr;ib_ers during the intervening period before 

a long-range DoD-wide DAA.S system ~an be implemented. An enhancement 

plan for augmenting the current system has been deveLoped and approved 

by the Assistant Secretary of Defens.e (I&L). This provides, for acti vatior,t 

of three additional DAAS facilities in fiscal year 1968 - two to be Located 

at Gentile Air Force Station and one at McClellan AFB, augmenting the 

present facilities at these two locations. 

f Jtern Entry Control 0 . 
The expanded Defense Item Entry Control Technical Review program 

described in last year's report has been implemented on schedule. 

Thirteen Defense Technica,1 Review Activities (DTRAi,), four at DSA sq.pply 

centers and nine at inventory control points of the military departments, 

have been activated. As of 30 June 1967, 67 Federal Supply Classes, 

accounting for approximately 75 percent of all new item growth in the 

assigned or 
Federal Catalog; had beenAbrought under the program. In this connection 

the DoD Five Year Standardization Program was recently revised, 

establishing accelerated targets for standardization actions within these 

same high-growth classes. These new goals provided for the initiation 

0f new item reduction studies to achieve 100 percent standardization status 
~ 
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coding coverage within these classes in a five""year period. 

standards, to include providing preferred parts lists for use in new :::-=:: :~" ~ 

are programmed to give optimum coverage in Federal Supply Group 53, 

(Hardware) and Federal Supply Group 59 (Electronics) by the end of fisca 

year 1970,and in all high growth classes two years later. The necessary 

item reduction studies c,lre to be performed by the DTRAs. 

Duriµg fiscal year 1967, the four DSA DTRAe reviewed 203,272 proposed' 

new items of which 71, 420 or 35 percent were determined to match, or be 

substitutable for, items aJready in the DoD supply system. An additional 

15,252 items were Teturned to the originators for varioup errors iI). item 

i<lentification. 

Materiel Utilization 

The salient development during the year in materiel utilization was a 

decrease of approximately 32 percent in the volume of assets available for 

redistribution. Specialists in the field ascribe this decline to the increased 

stock level authorizations of the Mihtary Services .for support of Southeast 

Asia operations. Materiel utilized within DoD decreased about 17 percent 

during the year to $1,540 million, so that the proportion of available assets 

reutilized actually increased, and exceeded goals in this functional area 

by 4 percent. 

Efforts continued towcp;d refinement of mechanized procedures designed 

to screen releasable assets of one military service +nventory Control 

Point (ICP) against the req\lirements of another. Reutilization resulting 

from this process, conducted centrally at DLSC and from direct interroga-
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een ICPs, totaled $434 milli on du:ring the year ($348 million 

.: nterservice reutilization and $86 million intraservice reutilization). 

Utilization of military service declared excess amounted to $1,106 million 

during fiscal year 1967. ➔~ 

Use of the brochure advertising technique for screening weapon system 

phase-out _property, de scribed in previous reports, has continued to 

expand. During the twelve-month period this technique accounted fo:r 

$,257.6 million of reutilization, an increase of about 102 percent over 

the previous fiscaLye ar. 

Reutilization of high-value excess property (over $10,000 

acquisition cost, regardless of type) which also utilized brochure 

techniques, continued to be successful. Materiel in this category 

worth $55.1 million was reutilized in fis~al 1967, an increase of 

$6. 3 million over the previous year. In this activity, utilization 

amounted to 83 percent of the value of all materie~ advertised. 

DSA has the responsibility for DoD_-wide reutilization screening 

of automatic data processing equipment (ADPE). The assignment 

applies to both Government-owned and leased equipment of commercial 

type, and was implemented on 1 July 1964 by establishing an ADPE 

Reutilization Screening Office within DSA Headquarters. During its 

third year of operation, this program resulted in redistribution of 

excess equipment worth $73. 7 million -- $64. l million Government

owned and $9. 6 million leased equipment -- through centralized 

screening techniques. The total included $15. 2 million utilized by 

~" ~ee table 4 1 in the aopend:;i.x. ( This is 4 DoD table, and not part of 
the DSA annex. A copy for reviewers' information is Rttnched, page 49 .) 
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civil agencies through an interchange of informatibn with GSA. 

of Government-owned ADPE on hand on JU JUI)e 1967 ts worth $17.7 million, 

Industrial Plant Equipment 

The Defense Industrial Plant Equipment Center (DIPEC) at Memphis, 

Tenn., is charged with primary responsibility for development and 

maintenance of central records of the DoD inventory of industrial plant 

equipment (IPE), and the management of idle equipment. At the end of 

fiscal year 1967 DIPEC held records of 424,849 i ,tems with an acquisition 

cost of some $4.2 3 billion. The Cen,ter received 44,238 requests for 

equipment during the year, and redistributed 13,841 units with an 

acquisition value of $165. 5 million, which had been declared idle by 

military and contractor activities of the Defense Department. This 

amount was credited to the Cost Reduction Program for fiscal year 1967. 

An additional $27. 2 million worth of IPE not digible for cost reduction 

reporting was redistributed to the Military Assistance. Program, the Atomic 

Ene rgy Commission, National A e ronau,tics and Space Administration, 

Federal Aviation Agency, and others. Total redistributions for fiscal 1967 

amounted to $192. 7 million in terms of original acquisition cost of the 

equipment. Another 5,283 items of equipment worth $22,208 , 053 was on 

loan to vocational schools under terms of Public; Law 883. 

DIPEC ended fiscal year 1967 with 22,986 items of idle equipment 

valued at $ 211.1 million in the General Reserve. The balance 

of the DoD Industrial Equipment Re serve, controlled by the 

military departments, consisted of 31, 609 items valued at $ 416 , 3 
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==ii s portion of the IPE reserve is earmarked for specific 

_ - :..:.:_j z ation requirements and is normally not available for allocation. 

Until very recently, IPE was not effectively identified. The first 

handbook of standards for describing IPE which Defense activities use in 

preparing property reco;rds for their own management uses and for reporting 

idle IPE to DIPEC was published in April 196 5. By 3 0 June 1967, a total 

of 39 handbooks c overing the entire DIPEC scope had been published, and 

this project was in a maintenance status. However, use of these procedures 

has increased the number of identified items of IPE from 63,959 in June 

1966 to 106,549 in June 1967. • Preparations for re-issue of all the older 

handbooks are now underway. Several are expected to be triple the original 

size in their revised versions. These handpooks have made a major 

contribution to improvement in the adequacy of controls over Government-

~ ~ owned property in the possession of contractors. They were printed by the 

GPO and are available commercially through the Superintendent of Documents. 

Concurrent with the development of the IPE handbooks, DIPEC identified 

and recorded interest at the Defense Logistics Services Center (DLSC) 

on more than 13, 000 Federal Supply Numbers (FSNs) which align to IPE 

criteria. As a result, FSNs for IPE are screened twice weekly by DLSC 

against ICP requirements and assets, matches are forwarded to DIPEC, 

available industrial system assets are offered to fill supply system 

requirements, and supply systems assets are used by DIPEC to fill 

industrial system requirements. However, to date this procedure has had 

limited applicability because the DoD industrial system has only adopted 

F e deral Catalog nomenclature to a limited extent. 
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On 5 Hay 1967 the Arrr,.ed Services Procurement lfogul,,tion 

approved a requirement that contractors' official records of 

equipment costing $200 or more e~ploy standard Federal Catalog nomenclat~ 

citing specific FSC numbers. ',vith this action, effective cormnunications 

within ancl between the DoD industrial system an•,.;, the DoD supply system can 

be established. · The ASPR Committee also approved modifications of the ASPR 

creating contractual obligations for compliance with the established systems 

and procedures for reporting such equipment to DIPEC. A proposed DSA Regu

lation has also been drafted on a DIPEC Field Visit s Program, to make better 

use of the new management tools which have been developed, and which are 

prerequisites for overcoming the lack of information on Defense-owned IPE. 

Ma~eriel Disposal 

DSA is responsible for the administration of theDoD Disposal Program 

world-wide, including utilization of OoD excess, donations, sales, de

militarization, and ::,.crap preparation. Under authority of the annual 

DoD Appropriations Act, the costs incurred by all DoD elements engaged in 

the disposal of excess, surplus, and foreign excess personal property are 

reimbursed from the proceeds of sale~, and the remaining proceeds are 

transferred to the U. S. Trea~ury. 

Property declared excess, surplus and foreign e~cess within DoD during 

fiscal Year 1967 amounted to $4.8 billion whichwas $.4 billion less than 

in the previous year, reflecting the continuation of the downward trends 

since 1964. The decrease in generations has been a result of increased 

mission assignments by the Military Services and DSA, and withholding 

actions on declaring items as excess due to increased requirements re-

sulting from SEA. 

The dollar value of DoD property processed for disposal during fiscal 

1967 was $5.745 billion, of which $2.399 billion was reutilized within 
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i::=an sferred to other Federal agencies and the Military Assistance 

J?rogram, or donated to authorized recipients. Value of property sold, 

) scrapped, abandoned, or destroyed during the year was $3.346 billion. 

) 

Further details regarding these programs are given in table 41 of the 

appendix.* 

The DoD average rate of return for 1967 was 5.4 percent, a decrease of 

1.1 percent from the pre vious year; thiswas a direct result of increasing 

utilization and because the character of usable property available for 
a 

salewas changing. It was generally of/specialized military nature such 

as aeronautical equipment, which had limited commercial demand and 

marketability. 

Proceeds from the sale of scrap have increased slightly partially due 

to improved segregation of scrap materials increasing the price per ton of 
fiscal year 

nonferrous scrap. Proceeds totaled $101.4 million for/ 1967, a $17 

million decrease from 1966. The overall decrease in proceeds from the 

disposal program has been offset to a certain degree by a $6.6 million 

decline. in ope rating expenses from the previous year. Total expenditures 

in 1967 amo_unted to $73.6 million. 

Some reduction in program co.sts has been effected through consolida

tions. By the end of the fiscal year 1967, the consolidation of 79 surplus 

holding activities of all the military services had been directed. Seventy 

activities had completed consolidation, five were in process of consolida

tion, and four consolidations had been cancelled because of base closures. 

Estimat ·2d annual savings which are current ly accruing amount to $3. 3 

million and 376 personnel spaces. 

,r This is a DoD table - not part · of the DSA Annex; a copy for reviewer's 
infonnation is attached, page 49. 
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The Jefense Documentation Center (DDC) is the ~entral fac:...:..:.~. _ 

secondary distribution of technical r eports of research and develc~~ 

activities S!)Onsored by DoD. DDG provides cla:;;sified and unclassifie:: 

technical and management information services, without charge, to Govern-

ment organizations and contractors engaged in Government research and 

development programs. 

A new Directorate 0f He:,earch and Engineering Management Information 

was est 8blishect in UDC in April 1967, mainly to administer the DoD Research 

and Tec.hnology Work Unit Data Bank, initiated in the previous fiscal year. 

This activity, which reflects the status of on-going research projects, has 

attracted wide attention in the Federal 5ctentific community. On JO June 

1967 it encompassed 30,220 resumes, an increase of 63 percent during the year. 

The National Aeronautics and Space Administration (NASA) contributed over J,000 

of the added resumes. Change notices to existing projects doubled during the 

year, anci requests ior work unit data tripled in volume. Meanwhile, 

DOC was assigned responsibilities for developing the following 

subsidiary data banks: ( 1) the DoD Ti;ichnical .facilities Data bank; (2) the 

Informatiori Sciences Technology Data bank; and (J) the Interagency Life 

Sciences Exchange Data Bank. DDC al so designed and provided temporary 

computer support f or the Computer :Jciences Technology Data Base, which will 

ultimately be trc1nsferred to the National Bureau of Standards. 

In December 1966, DDC was assigned responsibility for the maintenance 

and continuing development of the DoD Thesaurus of Engineering and Scien

tific Terms (TEST). As a related activity, the center was also made 

responsible for the review of terms in TEST for their applicability in the 

Data Elements 3tandardization Program, controlled by the Assistant Secre

tary of Defense (Comptroller). 
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also completed the implementation of missions assigned in previous 

years, such as primary distribution of fort;ign · technic,il reports, data bank 

services for Contractor Perf onniillce . Evaluation and. ,Contractor Cost Heduction 

P.eports, and mechani~ed central certification of u~ers for access to DoD

sponsored technical information. :E.xpansion of both old and new programs 

necessitated an increase in authorized civilian strength from 511 to 602 

employees. Hevertheless, over-all costs of DDC operations were reduced by 

$1~1 miJ.lion, or about 11 percent, below fiscal year 1966 costs. This was 

~~complished by various procedural and organizational changes, including the 

oisestablishment of five DDC Field Gervice Ofi'ices and the introduction of 

an entirely new automated sy9tem of document distribution . . 

DDC filled 1,846,240 requests for documents during ~he year, ;m increa~e 

over the previous year of 23 percent. Requests for bibliographies filled 

in fiscal 1967 totaled 20,365, and 52,972 new titles were announced in the 

Technical Abstract Bulletins. 

Relationships With Federal Civil Agencies 

During fiscal year 1967, DSA and the GSA' s Federal Supply Service (FSS) 

completed their joint review of commodity management assignments, designat-

it}g 53 Federal classes as "'Primary F'SS Classes" and 99 Federal classes as 

":Primary DSA Classes." As' noted earlier in this report, arrangements for 

transfer to the FSS of 17, 000 items in 52 Federal classes had been completed 

by the end of the fiscal year. Action was also initiated to transfer one more 

FSS class, and all items designated for integrated management in all Primary 

FSS Classes, excluding a limited number of exception items to be retained 

under DSA management. In addition, remaining items in the classes 

. as~ociated with paint and hand tools, and all functions performed by DSA 
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applicable to those classes, will be transferred ,, either 

Military Services for management. 

DSA has continued to study its capability to support civil agencies 

with DSA-managed commodities without impairing the Agency's primary 

m1ss1on. Planning actions have already begun with respect to DSA assump ... 

tion of support in bulk fuels and packaged petroleum products. T4is critical 

commodity support will be phased in, to assure continuity of support to both 

Department of Defense and civil agency customers. Similar actions are 

scheduled for electronics support. For medical supplies and non-perishable 

subsistence, the Defense Personnel Support Center has been direct t .o under

take a technical review, to identify areas in, which there exists a potential 

for increased commonality in DSA and civil agency items sufficient to warrant 

expansion of DSA mission support. 

Additional formal agreements were made during fiscal year 1967 

where by DSA became responsible for supporting the Federal Aviation 

Agenc y with m eals, combat, individua l; the Post Office Department with 

selected electronic, general and industrial supplies; and the Agency for 

International Development with medical items (thro1,1gh the U.S. Medical 

Depot, Ryukyu). Negotiations are also in progress for supporting the 

Bure a u of Indian Affairs with perishable subsistence. 

DSA support to civil agencies during fisc;:al ye;;tr 1967 is listed in 

figure 2. 
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=-~ S TO CIVIL AGENCIES UNDER FORMAL XNTERAGENCY AGREEMENTS 
Fiscal Year 1967 

U.S. Coast Guard (All Commodities) 
,·.(" 

Public Health ~ervice (Medica,l) . 

General .Servi9es Admiiltstrati9n (E~ectronj.cs) 

Veterans Administration (Medical)' ·• 

Atomic 'Energy Commission (Subsistence) 

Federal Aviation Agen:cy (Electroni~s) 

Federal Aviation Agency (Subsistence) 

National Aeronautics and Space Administration (All Coµupodities) 

Mari time Admi:r:i-i strati on .. ( Clptht!).g. .~ · Textiles) 

Veteran$ Administration and P~olic Health Service , 
(Perishable Subsistence) 

Office of Economic 9pportunity (Job Corps) 

Figure 2 
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OEFEN~E CONTRACT ADMINISTRATION SERVICES 

The establishment and orga.ni~ation of Defense Contract Administrati.cm 

Services (DCAS) were descri~ed in the annual report for fiscal year 1965. :i...:.: 

im.plementQtion of this concept and complete activation of a Nation-wide DCAS 

field organization were reported in fiscal year 1966. At the end of fiscal 

year 1967 DCAS was administering 272,000 prime and secondary contracts, an · 
increase of 39.5 percent during the year. During the second half of the year, 

M average of 173,000 invoices were co~pleted each ~onth, an increase of JO 

percent over ~he average workload in the correspond,ing period of the previous 

year. The dollar value of materiel inspected and released for shipment rose 

to $1.9 billion in June 196?, an increase of 27 percent over the June 1966 

dollar value inspected and r~leased. 

This expansion was primaril¥ due to stepped-up effort in support of SEA 

operations and additional NASA requirements. The ad.ditional workload was 

handled with a relatively sinall increas~ in work force. From June 1966 to 

June 1967 DCAS civilian manpower ro~e from 20,793 to 23,308, an increase of 

only 12 percent. Some of the new DCAS progr1;Ws and areas of major effort 

during fiscal year 196? were: 

The C orporate Administr a tive Contracting Officer (CACO) Progr a m enta ils 
I , , 

the assignment of an administrative contracting officer (ACO) to be cognizant 

of a contractor ' s corporate-level organization. The CACO is responsible 

for the r e view and a pproval of policies and procedures having impact 

upon subordinate contractor organizations under the cogniz a nce of different 

ACOs. The pro g r a m is presently applicable only to contr a ctors entirely 

unde r the admini~trative co gnizance of DCAS . 

JO 
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actor Weighted Average Share in Cost ~isk (c-,•,- . .:...5 ?~ :. ~:- -= -

- a s implemented in accordance with Dyfen,se Procurement Gircu~a:r ~-=- - -

dated 30 December 1966. The program encompasses ( 1) a tec};mique for 

determining the contractor's assumption of cost risk for a given fiscal year -. . 

through analysis, by contract type, of costs incurred; and (2) the estab

lishment of a threshold level for the relaxation of certain overhead cost 

reasonableness criteria as set forth in ASPR. The CWAS program, which applie~ 

to both D6D and NASA con'tracts 1 was implemented by publishing a??- annex to 

DSA Manual 8105.1. 

Man,agement of Property- Programs initiated in fiscal year 1966 

to improve property manage_men,t were continued. In addition, the following 

actions we re, ta~en to .furth~r improve the management of Gov.ernment pro~ 

perty in the .posses~i_on of contractors: (1) Letters forwarded-to major 

contractors emphasized the necessi_ty f<;:>r proper management of Govern-

ment property in their possession, provided a :surnmary of the standards 

used to evaluate their property Control syst~rris, and solicited their personal 

cooperation. (2) Each difedor of ·a DCAS region (DCASR) was advised 

of deficiencies reported 'by reviewing authorities during the previous 

fiscal year, so more positive action could be taken to eliminate them. 

(3) A new course on property administrati~~ be,_ngdeveloped for pre sen ta-

tion at the Air Force Institute of Technology. This will provide both 

basic and advanced training. '(4) A project was initiated for the assessment · 

of all aspects of property administration, in.duding pol'icie s, procedures, 

organization, personnel qualification's, and training. 
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Small Busine1;,s and Economic Utilization - Vigorous ac 

ar~as has continued. Subcontracting programs have been e·stablis=-.e~ :.= 

11488 prim,e contractor plants and are being reviewed quarterly by a DC_~ 

field force of 51 small business and labor surplus area specialists. Sub

contracting commitments of $4. 1 billion were made to small business firms 

under cognizance of the DCAS Small Business Program during fiscal year 

1967. This re pre se:µts 49. 3 perc~nt of total sµbcontracting commitments 

to all subcontractors under th~ DCAS program. 

• Terminated Contracts - Workloao. involving the administration of 

contracts terminated for the c onvenience of the Government increased 

43. 5 percent during fiscal year 1967. During this period a standby plan 

was developed to provide each DCASR with a readiness capability for 

responding t o an expanded termination program which couid result from 

a cessation of hostilities in Southeast Asia. 

Systems Support - Sys_tems Support, once a DCAS staff office 

concerned with engineering responsibility on selected major weapons 

contracts, has been integrated within the Production Directorate as a 

technical management division. Industrial specialists have been assigned 

to provide an expediting capability for high-priority contracts. At the 

end of the year technical managers were coordinating over l, 200 contracts 

to assure complete and timely action by other functional elements. 

Approximately 700 of these were ammunition contracts in support of SEA. 

Industrial Security - DSA CAS had resp()nsibility for security 

administration of all classified DoD contracts and for classified contracts 

awarded by nine other Federal departments and agencies . To improve the 
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agencies, · a security training presentation was developed 

_--= p rocuring contracting officers. By the end of the year, ,each DCASR-. had 

the capability of conducting security orientation _seminars. Major revisions 

were also completed in three basic publications : the Defense Industrial 

Security Clearanc_e, Manual, Industrial Security Operati ng .Manual , and · 

Cryptographic Supplement to the Industrial' Security Manual. 

The Defen-se Industrial Security Clearance Office (DISCO) processing , 

time for .a SECRET clearance averaged 25 days during ·1967; whereas during 

the first year of DCAS. operation average time was 60 days. Transfers 

of clearances between companies when employees change jobs, ·for - which 

the Services took 30 days, were being processed in 5 days at th,e , 

end of the year. On 3OJune 1967 DISCO had 13,970 industrial facilities 

under cognizance. A major improvement during the year in streamlining 

the DISCO system wa_s a _reduction in the nurnber of copies of the. Personnel 

Security Que,stionnair.e . requ~,red fr.om five copies , to -oIJ.e. 

Contract _Managem~nt Reviews - During _the year four DCASR s 

(New York , Philadelphi a, Dallas .and B,oston) were reviewed by ,a Contract 

Management Re view Tea;m £rpm HQ DSA CAS. These reviews were .con

ducted in .':ompliance with DoD Dir.e Gtive SJ 26. 34, which_ requires th;at 

all phases of cont:i;-act administration be rev~ewed periodically, and that 

the results be reported to the ,ASD(I&L). _ The . objective was to proyide 

management levels with current infpi:mation as. to t~e effectivenes.s of 

DCASR operations and managem.e.nt, and to p:i;-.ovide man<?<gement consultant 

assistance to t}:ie regions. Contract _Management Reviey., L1:1 a relativ.ely 

new program (the first review y.,as c_onducted in March 1966), an_d has 
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been highly beneficial in identifying and resolving operational and 

managerial problems. 

Customer Relations Visits .... This program was initiated in ::\" c-.·e:-:-:.:~ -=-

1966. The objective, to improve DCAS responsiveness to the buying 

activities through better communications, was implemented by three 

Customer Relations Teams each of which was composed of representatives 

from three HQ DSA CAS Directorates (Contract Administration, Production, 

and Quality Assurance). The three teams have visited 62 Service, NASA, 

and DSA buying c;1ctivities to discuss their problems, e~pedally areas 

in which HQ DSA CAS responsiveness and service could be improved. 

In addition, cooperation was solicited in those areas where certain 

actions by the buying· activities would enable DCAS to provide betfor 

service. 

Plant Assimilations - During the year HQ DSA CAS assumed 

cognizance of con tr act administration te sponsibilitie s in two contractor 

plants (Martin -Marietta Corporation, Orlando, Florida, and the Sperry

Utah Company, Salt Lake City, Utah) which had been reassigned to DSA 

from the Army by the 0SD. ' Transfer of the offices responsible for 

these plants required major realignments of organization.al structures, 

communication channels, and established working procedures~ but they 

are now operating effectively as members of the DCAS organization. 

Quality Assurance Engineering Support Program - OSD recently 

directed amplification of the normal engineering support functions expected 

of all DoD CAS components. This involved expansion of the one engineer

ing function specified in the original DCAS National Implementation Plan 
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th e present 15 normal engineering support functions. Within 

- - _ S, Quality Assurance engineering was assigned re_sponsibqity for 

those aspects of the engineering support functions pertai:µing to quality, 

reliability and performance. Detailed guidance was provided to field 

quality assurance per.sonpel in February, 1967, for effective and timely 

manage~ent of the s~ added (;'!ngine~ring functions. 

Specialized Safety and Flight Operations (SS&FO) Program - The 
. '. 

DCASR s became fully staffed for this program during fiscal year 1967 with 

62 military and 53 civilian personnel. The staffs now were capable of 

handling the entire SS&FO mission without assistance from the three military 

Services. The SS&FO functions were enlarged on 25 October 1966, to 

encompass surveillan:e of all flight safety and safety matters on hazardous 

and dangerous mate rials and processes as required by the contracts at thos~ 

plants assigned DCAS cognizance. 

Quality Assurance Management Data - in early 1966.- it was determined 

that data which would be more indicative of contractors I performance was 

needed, as well as improvements in data already being collected for 

managerial purposes. A committee was therefore established to develop a 

statistical approach to an index of contractors' effectiveness in the quality 

assurance area, and to provide data which would be indicative of the technical 

activities of a Quality Assurance Representative (QAR). This project resulted 

in the establishment of indices in three areas: (I) quality of material 

inspected by the QAR; (2) effectiveness of the contractor's quality assurance 

pr'ogram; and (3) effectiveness of the QAR' s application of the Procurement 

1 ) Quality Assurance Program. The project was implemented on 1 July 1967. 
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Staff Personnel Utiliz a tion - A project to investigate the 

of utilization of staff personnel in the DCASRs was initiated in 1966. 

project was assigned to the Atlanta DCASR, and had the objectives of: 

(1) identifying the a ctivities of staff personnel; (2) providing data for 

judging effectiveness of utili z ation of staff personnel; (3) determining if 

resources were being fully utilized; and (4) relating these activities to the 

DSA Cost Accounting System. The Atlanta DCASR identified 22 areas of 

activity which were approved as specific functions to be reported, and each 

of these, in turn, was related to a specific identity in the cost accounting 

system. Atlanta prepared the program in detail, including program 

instructions for ADP handling of reported data, and a report format known 

as DS.A Forn;i 376a. The program was implemented for test purposes on 

1 July 1967. 

Inspection & Quality Control Career Management - The activation of 

DCAS brought under one management quality control personnel who were 

specialized in a wide variety of commodities and industrial processes. A 

need became evident for revision of job classification standards in this 

area, and also for immediate ruidance to assure equitable interpretation 

of the existing standards in various complex work situations. 

The Staff Director for Civilian Personnel and HQ DSA 

CAS developed a guideline for the classification of nonsupervisory 

Quality Assurance Representative positions, which was issued f or trial 

application on 1 July 1967. 
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F ereign Governments Procurement Support - In response to a request 

from OASD (I&L), the Quality Assurance Directorate has developed pro

cedures for direct assumption of an executive agency assignment for foreign 

gove rnmerit , procurement ,suppqrt. In the past DCAS has perfprmed the bulk 

of the quality assurance support of these foreign purchases but has ,received 

the requests through ,the military .departments. Pirect communication 

between the foreign embassies and· DCAS will shorten the time flow of 

correspondence. It is anticipated this agency assignment will rest in the 

New YorkDCASR . . 

Mechanization of CAS ,Data System ~• The establishment of an 

autom.ated management information system continue,s to progress according 

to plan. The MOCAS IA system, which was designed to provide improved 

ADP output products for ,management, was implemented during the fiscal 

year at all DCASR s-

the original ADP equipment, IBM 1401 

MOCAS lA utilizes 

and Honeywell 200 punched card 

processors. In order to overcome the large and difficult pupched card 

processing workload, action was taken during 1967 to upgrade the H-200 

equipment with tapes at the five large DCASRs (New York, Los Angeles, 

Boston, Chicago and Philadelphis). The upgraded equipment was inr,;talled 

between January and July 1967. During the year it also became apparent that 

the limitations of the original equipment coupled with the increased work

load dictated that new and uniform ADPE be acquired for all DCASR s. 

System specifications, identified as MOCAS lB, were developed with the 

primary objective of obtainipg better ADPE for the MQCAS system on a 
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competitive basis. The MOCAS I~ standard equipment is scheduled for 

installation and implementation at all DCASR s during fiscal year 1969. 

However, this is a:p. interim system and will ultimately be replaced by 

MOCAS II, which will be the DSA implementation of MI LSCAP, described 

earlier in tl;tis report. 

Summary ~ After eighteen months of full operation, DCAS is per

forming its mission effecti. vely and effieiently. Many management improve

ments have been successfully applied during this short period. More signif

icant benefits and improved performance can be expected as DCAS gains 

additional experience and performance dat~ in ope~ati.ons. 
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BUDGETING AND FUNDING 

Generally, DSA uses appropriated Operation and Maintenance (O&i.~) 

and Research, Development, Test and Evaluation (RDT&E) funds to pay 

operating costs and a Stock Fund to finance supply inventories. Other 

fund authorizations are also used for Military Construction; Procurement, 

Defense Agencies (PDA); and Family Housing. 

DSA's share of the O&M Defense Agencies' obligations in fiscal year 

1967 was $551.0 million. Additional funds of $38.'7 million were received 

from the military depart(Uents and other Government agencies as re,imbursement. 

Also, the military departments funded $17 .1 million for military personnel 

assigned to DSA in FY 1967. The total operating cost for the year 1967, 

i .ncluding reimbursements and military pay, amounted to $606. 7 million. 

RDT&E funds are used for the operating and management costs of the 

Defense Documentation Center (DDC). In fiscal year 1967, DSA obligated 

$9.0 million in RDT&E funds for this purpose. 

DSA received Military Construction funds totaling $1.9 million during 

fiscai year 1967 to provide for ad~inistrat~ve and logistical facilities, 

including minor construction and planning. Procurement, Defense Agencies 

funds in fiscal year 1967 in the amount of $14.3 million were received by 

DSA, principally for procurement of materials handling equipment, mechanized 

materials handling systems, and automatic data processing e~uipment. Under 

~he appropriation Family Housing, Defense, $0.1 million was obligated by DSA 

during fiscal yei~ 1967 to operate 96 family housing units. 
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Data reflecting final obligations and sales of the Defense 

for fiscal year 1967 are reflected in figure 1. A major buildup in 

inventories during the fiscal year was authorized in successive incre:-:: 

reflecting tight fiscal controls responsive to guidance from higher leve l s 

based on progressive changes in the Southeast Asia situation. Obligations 

exceeded net sales by $333. 5 million in fiscal year 1967, reflecting a contim:2.

tion of fiscal year 1966 operations, when the net investment incr e ase amounted 

to $1, 322. 5 million. A noteworthy feature of the situation on 30 June 1967 was 

the fact that on-hand inventories increased by $902. 2 million during the year 

(including a mobilization reserve b4ildup of $209. 5 million), while materiel on 

order decreased by $318. 8 million during the year. 

PERSONNEL 

During fiscal year 1967, DSA civilian strength increased from 55,851 

to 64,448 (see figure 3). This increase, to carry out SEA support, required 

Agency-wide emphasis on recruiting needed skills. This effort was esne

cially challenging becaus~ of the high turnover and tight labor market which 

complicated the filling of temporary positionso Approximately 10,000 of 

DSA's 30 June 1967 strength were temporaries~ 

In addition to accelerated hiring, fiscal 1967 was characterized by 

Agency-wide strengthening of civilian personnel programs. For exwnple, 

employee suggestions submitted and adopted increased by almost half over 

the previous year, and estimated dollar benefits al.most trebled to over 

$8 million. Nearly 6,500 employees received functional or supervisory 

training during the year, and the use of Servic;e school training courses 

for this purpose more than doubled. DSA hired 1,292 college-caliber 

employees during 1967, and employed over 3,000 summer workers under the 

various programs. 
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STATUS OF D.SA PERSONNEL 

June JO, 1966 June 30, 1967 

Total!/ Civ Mil Totai.Y Civ Mil 

Defense Supply Centers: ••.• (21,941) ..................... (23,660) ............... 
Construction 5,141 5,082 59 5,801 5,747 54 
Electronics 3,782 3,738 44 4,048 4,005 43 
Fuel ·189 171 18 186 169 17 
General 3,038 2,976 62 3,581 3,528 53 
Industrial 2,783 2,740 43 2,779 2,734 45 
Personnel Support 7,008 6,813 195 7,265 7,096 169 

(Clothing factory only) (2,419) (2,418) (1) (2,388) (2,387) ( 1) 

Defense Depots: •••••••.•••.. (9,711) ..................... (12,629) .............. . 
Mechanicsburg 1,871 1,843 28 1,862 1,836 26 
Memphis 2,082 2,059 23 2,535 2,514 21 
Ogden 3,327 3,306 21 5,017 4,998 19 
Tracy 2,431 2,416 15 3,215 3,197 18 

Defense Contract Admin. 
Service Regions: •....••... (20,974) .................... (24,447) ..... •· .. • ....... 

Atlanta 1,568 1,519 49 1,848 1,797 51 
Boston 2,790 2,748 42 3,099 3,055 44 
Chicago 2,056 2,026 30 2,352 2,318 34 
Cleve].and 1,636 1,610 26 1,872 1,842 JO 
Dallas 966 925 41 1, 146 1,099 47 
Detroit 1,200 1,181 19 1,384 1,364 20 
Los Angeles 2,836 2, 790· 46 3,358 3,310 48 
New York 3,057 J,004 53 3,604 3,546 58 
Philadelphia 2,396 2 ,.3 51 45 2,767 2,·725 42 
St. Louis 1,454 1,427 27 1,702 1,670 32 
San Francisco 1,015 994 21 1,315 1,290 25 

Service Centers·: ........... (2,565) ...................... (4,754) .............. . 
Documentation 481 477 4 609 605 4 
Logistic Services 1,125 1,116 9 1,194 1,187 7 
Industrial Plant Equip. 490 489 1 495 494 1 
Administrative Support 469 424 45 456 410 46 

Field Extension Offices: ...... 612 .... 595 .... 17 ........ o. 814 ..... 783 .... 31 

Headquarters: ••••• ~·~······· t ,177 .. 1,031. .. 146 ........ 1,281 ... 1,129 . ., 152 

TOTAL 56,980 55,851 1,129 65,585 64,448 1,137 

§:/ Includes part-time and temporary civilian personnel. 

Figure J. 

\ 
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The DoD Centrali~ed Heferral Activity (ORA) located at Dayton, Ohio, 

was established in March 1965 and is operated by DSA at the Defense 
. 

Electr onics Supply C e nter. The origi~al purpos e of the CRA w a s t o 

assist in the pl a c e m e nt of DoD employees scheduled for involuntary 

separation due to base closures. By the end of fiscal year 1967, there had 

been 33, 196 registrations in the system, 19, 087 placements, 

11,318 persons removed from the records due to retirement, 

resignation, death, etc., and 2, 791 remained available for placement. 

In March 1967 the CRA system was expanded to include DoD 

employee oversea returnees. In fiscal year 1967 there were 321 registrations 

and 52 placements in this category. 

Military personnel positions in the Agency continue to be staffe d on 

the b a sis of balanced Military Service representation a t all lev e ls of 

operation. During the year, DSA participated in the DoD military-

civilian substitutability program which resulted in the conversion of 

72 military p o sitions to civilian occupancy. Military strength on board by 

Service, as of 30 June 1967 was: Army 34 percent, Air Force 38 percent, 

Navy 26 percent, and Marine Corps 2 percent. 

With the cooperation of the Military Services, DSA has established 

an active program for Reserve Mobilization Designees to meet imme diate 

officer requirements in the event of mobilization. A total of 582 officer 

spaces have been authorized to DSA by the Services as follows: Army 

232, Air Force 210, and Navy 140. 
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COST REDUCT! ON PROGRAM 

The Cost Reduction Program began in 1962, and the establishment 

of DSA was in its elf a cost reduction action, accounting for validated 

savings of $30 .. 4 million annually. In four successive years greater 

economies were reported by DSA, culminating in a report of direct 

cost reductions totaling .$198 -million in fiscal year 1966. 

For fiscal year 1967, the Secretary of Defense directed a .substantial 

• 
change in the program, discontinuing reports of carry-over savings from 

prior years and abandonment of the 1961 Base Year. Hereafter, current 

year savings were limited to those which resulted from new, improved, 

or intensified management actions taken in the current year. Follow-on 

savings to be realized during the two succeeding years were to be projected, 

and validated, along with current year savings. More restrictive report-

ing criteria accompanied this directive, and under the new procedures 

DSA was assigned a current year goal of $31 million for fiscal year 1967, 

and a total of $51 million including follow-on savings for the three-year 

period. 

During fiscal year 1967 DSA accomplished validated cost reductions 

totaling $33. ~ million, slightly exceeding its goal. Savings were reported 

in a total ofe;'._ghtareas. The largest savings were reported in the value 

engineering area, which accounted for $14 million. The second largest 

$10.2 
area was in operating expenses, and contributed million. Follow-on 
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savings to be realized in future years were approved at $14. 0 million 

each in fiscal years 1968 and 1969, so the validated three-year total 

was $61. 0 million or 119 percent of the three-year goal. 

Indirect contributions also resulted from DSA activity in administering 

Defense -wide programs and performing Defense -wide services, such 

as materiel interservicing, and industrial plant equiprnent reutilization. 

These efforts were reflected in savings accruing to, and reported by, 

the military departments. 
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SUPPLY EFFECTIVLN'ESS 

A unif urm !n·ocedure for the measurement of suppl;y effectiveness was 

one of DSA's earliest management objectives, and was implemented in November 

1962. As noted earlier in this report, the first steps have been taken 

toward th e implementation of MIL0TEP, which 1Nill provide a much more 

extensive measurement . of supply performance by centers, depots, and 

transportation agencies. Current procedures are based upon two key 

effectiveness indicators . . . 
I 

The first managenfent indicator, stock availability, ineasures the per-

forrnance of the centers as inventory managers hy the percentage of requisi

tioned items supplied from available stocks. The net number of requisitions 

processed by DSA supply centers rose from 19.3 million in fiscal year 1966 

to 19,7 million in fiscal 1967, and is expected to decrease to 18.8 million 

during 1968. Average availability of the system during fiscal 1967 was 86.5 

percent, a decrease of 1.3 percentage points from the rate achieved in the 

previous year, and is expected to increase to an average of 90.5 nercent in 

fiscal year 1968. The ~nticipated. 1968 rate of stock availability is 

considered to provide a satisfactory level of supply support to the ~ervices. 

The second indicator, on-time f ill, measures supply system effectiveness 

by the percentage of stocked items processed for shipment within the time 

frames specified in the DoD Uniform M:i.teriel Movement and Issue Priority 

System. During fiscal year 1967, DSA filled 75,3 percent of its shipments 

on time, or a drop of 4,9 percentage points below the previous year's rate. 

The rate of on-time fill has increased 8teadily since December 1966, and 

is expected to average 79,5 percent in fiscal year 1968. Intensive manage

ment effort at all supply centers is expected to result in additional improve-

mants in on-time fill. 



Backoraers on hand rose from 412,100 in June 1966 to 593,400 in 

October 1966, but had been requced to 355,800 by June 1967, and are 

expected to drop to 340,000 by JO June 1968. 

Customer Supply Assistance Program 

Customer supply assistance was formalized as a DSA Headquarters Program 

by DSAR 4000.1, which disestablished the Customer Supply Assistance Offices 

(CSAOs) a.S mission elements of Defense Depot Ogden and the Defense Personnel 

Support Center, and established the f~as tern CSAO and \Ve stern CSAO as field 

extension offices of the HQ DSA Directorate of Supply Operations. All Defense 

Supply Centers were directed to utilize these regional offices as rrimary 

supply assistance contacts in direct communications between DSA activities 

and OOA customers. 

During f iscal year 1967, the team of 12 Supply Management Representatives 

of the West ern CSAO provided their ;__, ervices to over 275 installations (Army, 

Navy, Air Force, Marine Corps, and non-DoD), making almost 600 liaison visits. 

The 12-man t P.am of the Eastern CSAO visited over 325 bas0s of military and non

~ilitary custo7ers for u total of nearly 650 visits during the year. 

~Jhen CINCUSAl-t.PAC requested DSA to assign a liaison officer to USARV, 

H~ DSA responded by placing an officer on temporary duty for a period of 

ninety days. barly in f i scul year 1967 the OSA staff officer netailed to 

this assignment recommended (with the concurrence of all the Service com

ponents in Vietnam) that quarterly DSA visits to Southeast Asia be made in 

lieu of a permanent A.ssi gnment to tnat area. Since thRt ti.rn.e, routine 

<!_Uarter ly liaison to SE.A has begun . Ther e :iI'e many benefits, both to DSA 

and to the customer, to be gd.ined from 0uch routine liaison visits to over

s eas areas. Sone of t he morE: important ones nre: 



a. Many problems are solved for the customer at the ·,;orking level 

be.fore they becor.ie inflat€;;d into 'Headquarters-to-Headquarters' formal

t ype actions. 

b. H~ DSA problems can be brought to the customer' s operating level 

where immedicite actions ar e taken to :~lleviate t he situation. 

c. A rapport develops between t he DSA Customer Assistance itepresentative 

and custome~ per sonnel. 

d. The use of an est ablished. custonier 8.ssis tcmce indi victual in HQ 

DSA with the mission of servicing a given set of customers frees the rest 

of the DSA staff f rom performing routine liaison as an ancillary function. 

e. Repetitive visits by DSA CSAO f ield personnel let the military 

customer know that DSA is doing something about supply problems. 

f. Use of a single, knowledgeable individual as a HQ USA customer 

representative increases program efficiency. 

SUMMARY 

During its six years of existence, DSA has demonstrated the sound

ness of the concept of integrated management of common supplies and 

related logistic services in DoD, and that it can be made to work in time 

of peace or war. The Defense Supply Agency has proven itself to be a 

respected and accepted part of the military l ogistic team by its per

formance in support of our military forces, especially those engaged in 

the fighting in Southeast Asia. 
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Table 40 

Clothin~ ~nd Texti l es -·---.:.__~ ------~--
June 30, l '.:)6b 
June 30, 1967 

Co:nsi:.rur:: -:-,ion Si.rn-:1lies 
June :3') ~ 190~ -
J-un,,. ~o ·1°,..7 ·- j , ..,o 

Elec-:;ronic Sun~•lies 
- ... n--

Jvne 301 19tii6 
June 30, 19~>"( 

Fuel 
,Tune JO, 1966 
June JO~ 196: 

Genertl Supplies 
June 30; 1.5:hf-, 
Jun,~ so: 1967 

Indu:;tr i2. l St~n,)1.ies 
ju...'1e 30, 196.'.) 
June 30, 1967 

Eedic~l ~ 1r rlie s --,,,. 
Ju..."le 30, l9cj 
Jur.e 30, 1967 

ti 

i 
' 

I 

DEFENSE-WIDE SUPPLY 

Line i len, s InvcD. :·,ory 
centrally inve s ·:.r•::::n·~ 
procured I r', ",. 1 " \ \·:> m1.1 10nc,; 

22,200 $ 630.6 
~l3

1 
../_t)t:. 9?2.;u 

\ 

321, 6r'_,o 217.9 
331/, ~00 4 t} ~' t" 

524,ooo ~-03.9 
l,o~~oo I 4S"~.:u I ' 

-- --- ---
99,hoo 181.3 

/iJ4i oOC) .;,'1 g, ~ 

354,400 220.3 
4091,/oo 3/J,1 

u,4oo 179 .. 4 
101 l oo 1 

I 
,):JI>, ;l., 

,. 
I 

800 ' 16o .8 
filO ' ~,i.CJ 

1 

' 
-

Annu:11 
sc.J.cs 

($ millions) 

$ 647.7 
1b/,".lJ 

2hl-1-. 7 
SI~.~ 

209.2 
)~?.l,., 

----
328.4 
S).J.,i, 

186.1 
;}S'!,J.J 

164.1 
:.,3.r 

l , 141.8 
1,,6&.r-

• $ 2i923.2 
3,/J?t.3 

--- -
h11.'11,.L•: 

obli::;.3.-~:. 
(~; milli . 

$1,182.4 
I, 103, 1 

590.1 
.:::>1J~-7 

218.0 
dl,o. o 

i1,J02~7)1 
1.504.J) 

476.5 
I, I~ ;j 

-

276._, 
;;9y.' 

249.3 
~~~.8 

13 252 .5 
/,.)ff.? 

J./ The Uefe11se Fuel Supply Center proc\ll'"es coal and bulk petroleum» utilizing 
the stock funds of the Military Services. It does not own stocks or manage 
inventories. Fuel figures are not included in the OOJ. Supply Center tot.ala 
shown hereon; the fuel figures represent open procurements, rather than 
obligations. 
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Table 41 
MATERIEL UTil.IZATION AND DISPOSAL 

(J.;iJ.l ior:.s oi' Doll:.:,.r s.) 

FY 1967 

, · --.--F-l.-,--,,~---.. --1-,_-. __ ----,--.--.1-.-----;:--- - - ------- ·- -
I _-.. , ·~ , Fi r. c: ,·.l Y02.r 
1 

J_ -----------------'----- ---------- - --- ----~~s_6_6 _ ___ --1'---- ----~s_i6_7 ____ _ 

Jholes:::>.J.e Inter-Ser vi ce Supp1y Sup1,ort 
I nt r :·.- Ser vice y 
I nte r-Se rvice 

Tot ?.J. 

J.'.ilito..ry As sist cU1ce P:cogr::i.i:. 
Utihzc..t i oD by Ct.her Fede :c·c.J. f.gencies 
Donc:itions 
Sol d ::::.s Us2.ble Propert y Y 
De sign:~e, eo. f or SoJ.e ::~s ScrG.:p 
Ct~e r Disposit ions 

-""· De s trcyed. or Ab:.mdoned 

ho3 
1,063 

388 

1,859 

227 
377 
285 
804 

2, 614 
158 
115 

4:1-
1~(:, 

j '? O 

319 
3o1 
~3/ 
'117 

.:), I'-/(. 

'-ti'/ 
-----~----'-------1--"--r ____ ~ 

Total I 1, ~o~ l~, 530 

TOTJ.L GSOSS UI'ILIZ!,TIOrT ;\?fl) DI SPCSAL 6, 439 

-

C . .:..SH PRCCEED3 RE)LIZED 119 

-y' Exclude s int r c.-Service t r 2.nsf ers o±' r1rop2r -';:.y by prope r t :J' of ficei·s. 

y Includes sales of mis sile property . 

...../ 
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FEDEH.AL CATALCG SYSTEM 
Table 42 F'! 1967 

j1 Fi SC ll . Ye '.', l ' l S1 5'7 
---------------------------------·-------·----1'1.__ _________ _ 

I 
, _____ 4_._c:03,2(23 _______ !_. ____ 4. 11:;;,, 9;!:, 

ii 
11 

385,103 11,, 

405:395 ~@(:,;> -:..:.-:i-! 
1--------2_O~._2_·2 ____ 2 _____ ,1 ___ .±.LL~i_;r_ 0 - -

1 , 

______ 1_~~1 1_·_3?J_;;~J_.o_,, ____ l----!--t.f ~q_~,, Ob~?;;~'· _ _ 

--. "IL~ o~ ,r I .., D j .,- I .:-1-
J)~3G; s~i II :;, ;;;; ~~1:f 

=--=========:=========-========-==:=-==--= -------------1========-==-·-_-_-_-__ -_-_-_-_--:.:::_~.::::~L----=--=====:.:.=-=-=-----

; .rr J= 
I te.1J 3 

I te:-is 
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I te~.s 
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