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COMPTROLLER GENERAL'S THE ARMY SHOULD EVALUATE

REPORT TO THE COMGRESS EFPECTIVENESS OF THE DIRECT SUPPORT
SYSTEM AND MAKE IMPROVEMENTS
Department of Defense
General Services Administraticn

The Army's direct support system represents a
major departure from its standard supply system
which relies on depots and stocks at installa-~-
tions as the primary sources of supply.

Under the direct support system, peacetime re-
quirements of Army units are provided directly
from decignated depots in the United States.

This direct delivery concept is designed to
provide effective supply support at reduced
cost. Its basic objectives are to

-~increase supply efficiency and responsiveness,

--decrease inventories and ordering and ship-
ping time, and

--reduce stock wvulnerability to air or nuclear
attack.

The system uses sea and air transr~rtation, con-
tainerized or palletized shipments, and advanced
computer and communicaktion systems.

GAO examined the direct support system from the
viewpoint of ; :ace-time resunply. (The Army's
ability to convert the syst:m to a wartime

support role is the subject of another review,)

The new system offers a potential for economical
and effective supply support overseas. However,
the Army needs tc make a cost benefit study (1)
to demonstrate that the costs to obtain the bene-
fits afforded do not outweigh their value and

(2) to identify elements where greater effi-
ciency and economy are needed. (See p. 7.)

The Congfess has exﬁressed special interest in
improving the ratioc of combat to support troops:

JYeir Sheet. Upen remx:sal, the raport i
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improvement of the direct support system can
contribute to this objective.

F.cluation of the new sysiem's performance

is based largely on insufficient, inac -—rate,
or incomplete data. Any cost benefit _.udy
must examine the integrity of data used and
what actions are needed to improve the guality
of data collected and reported. (See p. 8.)

The system is far from achieving its goal of
filling 90 percent of requisitions from supply
depots near overseas departure points. As a
result, large gquantities of materiel wvrre
shipped across the country before being shipped
overseas. One west coast depot shipped 2.5
million pounds of materiel to Burope and a
Texas depot shipped about 4 million pounds to
European p,+.d Pacific customers d.-ing a recent
12-month period. (See p. 1l1l.)

The following improvements need to be made to
increase the value of benefits and reduce sys-
tem costs.

--More supplies should be prepositioned at
particular depots and stock screening pro-.
cedures should be designed to select avail-
able stocks nearest the departure points.
These actions will shorten the time needed
to fill overseas requirerents and greatly
reduce transportation cests. (See p. 16.,)

~-$4.3 million of safety stocks in Europe are
not needed and should be eliminated. (See
p. 22.)

~-The direct support system depends upon ¢&h.
Defense Supply Agency and the General Serv-~
ices Administration for most of the supplies
shipped overseas. Changes need to be made
to these agencies' distribution procedures
and supply practices so that they will tie
in well with the direct support system.
{See Dp. 27 and 22.)

The Department of Defense concurred with most
GAO conclusions and cited improvements under=~
way or plzaned. It agreed that a coct “ene-
fit study is needed and said the Army h:s
undertaken one. In Defense's opinion,
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specially tailored procedures needed to im-
prove Defense Supply Agency's suppoit of the
direct support system should be considered in
this cost benefit study rather than be imple-
mented immediately.

The cost effectiveness of needed Defense Supply
Agency changes should be studied before being
applied; however, emphasis needs to be placed
on the Defense Supply 3Agercy usiny existing
capability to the fullest extent possible to
better support the r - system without disrupt-
ing its support of ¢ .er services.

The General Services Administration concurred

in GAD's suggestions and agreed to make changes
recommended.
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CHAPTER 1

INTRODUCTION

The direct support system (DSS) represents a major
departure from the standard Army supplv system. Before DSS!
inception, materiel was shipped from U.S. depots to aerial or
seaports where most of it was palletized or containerized
{some surface cargo was shipped breakbulk). Upon arriving
overseas, materiel was removed from pallets/containers and
trucked to theater wholesale depots. Direct support units--
which furnish materiel to end users or use it themselves in
maintenance work--routinely ordered and received materiel
from the theater depots. Only direct delivery orders wer=
shipped from the United States directly to the direct support
units.

DSS supplies Army retail and consumer units peacetime
reguirements directly from designated depots in the continen-
tal Uniteu States. This direct delivery concept is designes
to provide effective supply support at reduced costis. 3Jen-
efits are available through maximum use of improved supply
and transportation capabilities and reductions in the over-
seas pipeline, inventories and support costs.

DSS basic objectives are to

--increase supply efficiency and responsiveness and as-
set visibility,

--decrease inventories and order and ship time (0OLL!,
and

--reduce stockage vulnerability to air or nuclear at-
tack.

To accomplish these objectives, the system uses sea :nd
air transportation, containerized or palletized shipments,
and advanced computer and communication systems. Under :SS,
overseas support units submit requisiticns to theater i.ven-
tory management centers for editing ané funding. Except for
high~priority requirements, requisitions are screened for
filling frcm theater excess stocks or long supplies before
being passed to inventory control points in the United
States. Overseas depot stockage is limited to war reserves,
operatiornal projects, and a safety level for stock items
having no reserve or project stocks.

The elimination of theater stocks makes overseas units
dependent on tiaely support from the United States. To pro-
vide this support, the inventory control pcints are required
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to position and release stocks from depots nearest to water
and aerial ports. East and west coast theater-oriented de-
pot complexes and consolidation containerization points have
been established in the United States to support customers
in Europe and the Pacific. The east coast complex is com-
prised of the New Cumberland, Letterkenny, and Tobyhanna,
Pennsyivania, Army Depots and the west coast complex con-
sists of Sacramento and Sharpe Army Depots in California. 1/
The container consolidation points are located at the New
Cumberland and Sharpe depots.

Normal replenishment requisitions under DSS flow from
the overseas customer, through the theater inventory man-
agement centers for funding, to the U.S. inventory control
points which procure, manage and provide for stockage and
issuance of materiel. Materiel flows from tie depot com-
plexes through the consolidation points, to sea and aerial
ports. (See flow-chart on preceding pages and graphic de-
piction of requisition and materiel flow in app. I.)

Ideally, materiel is delivered directly to the direct
support units--once the container or pallet has arrived
overseas. However, the low volume of cargo accumulated
for individual direct support units makes it difficult, in
mos.. cases, toc deliver a full container t0 cone consignee.
When vans cannot ba filled for direct delivery, individual
containers may be sequentially stuffe for several con-
signees. Deliveries are then made by -ultiple stopoffs,
not to exceed five, or materiel is uns: ffed at larger di~
rect support units designated distribu{ion drop points and
picked up there by the smaller units. Deliveries are made
to drop points only as a last alternative, primarily to low
volume customers.

Throughout the supply and transportation process, doc-
uments are forwarded to, and reccrded in, 2 centralized lo-
5istics intelligence file. This file is maintained at The
Presidio, San Francisco, California, by the Logistics Con-
trol Activity, which monitors supply and transportation ac-
tions for Army requistions placed on the wholesale supply
system. The file provides intransit visibility of shipments

1/The Army has renamed the theater-oriented depot complexes
“area-oriented" depots and announced a revised distribution
pian whereby New Cumberland depot would eventially serve
the European theater and designated areas in the eastern
part of the United States and Sharpe Army Depot the Pa-
cific thezter and designated areas in the western part of

the United States.



and performance data for each segment of processing within
the DSS pipeline. The performance data is summarized by
each segment of the pipeline in a monthly DSS performance
evaluation report.

DSS EXPANSION OVERSEAS

In July 1970 the Army Materiel and Readiness Command
(DARCOM) began a test of the DSS concept in ccordination
with U.S. Army, Europe. The test was acclaimed a success
and DSS was expanded to Korea in February 1971 and to Viet-
nam on a limited scale in April 1972.

These tests of the DSS concept demonstrated to the
Army's satisfaction that the system could provide effective
supply support with increased efficiency. For instance, per-
formance data for June 1973 showed that OS5t had been reduced
to 60 days for Europe and 65 days for Korea as compared with
135 and 165 days before DSS. (The latter figures were the
combined OST from the United States to theater depot and from
theater depot to the support activity.) DSS has now been
expanded to all Army activities in Europe and Korea and most
Army activities in Hawaii, Japan, and Okinawa. As of early
1975, DSS served 181 direct support units in Burope and 36 in
Korea. According to the Army, during calendar year 1974,
overseas activities submitted $326 million of DSS requisi-
tions and over 108,000 short tons of materiei were shipped
to them.

Agencies® respensibilities

DARCOM responsibilities under DSS are to (1) issue di-
rectives necessary to support and implement the program, (2)
define the specific changes required in the supply applica-
tions and procedures at retail and user levels, and (3} per-
form periodic systems review. An additional Army responsi-
bility is to provide the policy guidance DARCOM may require
or request in support c¢f the DSS program.

The Army National Inventory Control Points' responsibil-
ities are to (1) position supplies at various U.S. depots in
support of DSS, (2) make interdepot transfers when the cri-
teria for transferring stocks are met, and (3) monitor the
logistics pipeline and identify and pinpoint problems.

Overseas Army commands are responsible for (2) editing
and funding DSS requisitions, (2) passing requisitions to the
United States in accordance with DSS guidelines, (3) insuring
that theater depot sia>ckage agrees with the direct support
concept, and (4) insuring that requisitions and materiel are
processed through the overseas pipeline segments in accord-
ance with DSS time standards.



Defense Supply Agency (DSA) and General Services
Administration (GSA) responsibilities are to (1} provide
direction and guidance to the Defense supply centers and GSa
regions for managing stocks stored and issued under DSS, (2)
pcsition and maintain adequate stocks of demand-supported
items at depots nearest the theater-oriented depots to in-
sure optimum support to theaters and installations in the
United States within the DSS time frames, and {3) direct
DSS overseas shipments to'New Cumberland and Sharpe Army
Depots for consolidation/containerization and preparation of
DSS documentation.

The D:fense supply centers are responsible for central-
ized inventory control of DSA-managed items. This includes
procurement, stock replenishment, stock positioninj, distri-
bution, and requisition processing.



CHAPTER 2

NEED FCR COST BENEFIT ANALYSIS

OF DSS OVERSEAS OPERATION

DSS offers considerable po:tential for economical and
effective peacetime supply support overseas. However, many
aspects of the system are not working as intended, and the
Army has not received the degree of support from DSA and GSA
required to make the system effoctive. 'To obtain benefits
available from the diiesct support concept, several actions
are needed.

First a cost benefit study is needed to demonstrate
whether the overseas direct support is more economical than
the standard Army system which relied cn intermediate depots
and to pinpoint additional areas where attention is needed.
Information is not available for management tc compare the
costs and benefits of DSS with the earlier system.

For example, the Army Audit Agency reported that during
the 18 months ended March 31, 1973, theater stockage objec-~
tives were reduced from $30.5 million to $15.7 million in
Europe and from $7.1 million to $3.1 million -in Korea. Armw
officials were unable to ascertain, however, just how much
such reducticns resulted from implementation of the DSS pro-
gram because troop reductions and cther actions to reduce
cverseas stockage were also taking place at the same time.

Also the Army generally has not studied the additional
costs of making greater numbers of small-quantity shipments
to the container consolidation points from depots through-
out the United States to fill requisitions from individual
direct support units rather than filling larger quantity
requisitions for overseas depot replenishment. DSS envi-
sioned making 90 percent of shipments from depots very
near the containerization points. Large gquantities of ma-
teriel, however, were being shipped across the United States

before being containerized for overseas shipment. (See ch.
3.)

In February 1973 DARCOM studied DSS shipments for- 24 .
days and concluded that $500,000 could be saved annually if
the inventory cortrol points used interdepot transfers to
repositicn materiel near the container consolidation points
rather than filling individual requisitions from depots
scattered across the United States. DARCOM declared its in-
tent to continue this study on a monthly basis; however, the
exercise was never repeated.



Also, the economies and effectiveness expected to re-
sult from DSS were premised, to some extent, on tbhe Army's
obtaining wholehearted cooperation from DSA and GSA. Weak-
nesses in these agencies' supply management and/or shipping
practices have frustrated rather thsn enhanced the attain-
ment of DSS goals. (See ch. S.)

Further, the Army has not achieved its OST goal for
DS3. OST on shipments for the 6 months ended March 1975
averadted 67 days for Europe and 74 days for Korea. These
0STs exceeded the DSS standards by 22 days and 19 <ays re-
spectively. (See chs. 3 and 5.) Despite this, OST had been
reduced from pre-DSS time frames, and depot stcckage cver-
seas decreased. No data is available, however, to show that
resulting savings have more than offset the costs of (1)
wholesale activities--within Army, DSA, and GSA--processing
greater numbers of requisitions, (2) operating the container
consolidation points, and {3) depots outside the theater-
oriented depot complexes shipping large numbers of relatively
small shipments.

Since we completed our review, OST performance has de-
teriorated. As of November 1975, OST had increased 9 addi-
tional days to Europe and 3 days to Korea. We did not fol-
low up to determine the reasons for these increases other
than the problems discussed in this report. However, this
additional plunge below OST objectives should be further
reason f£or the Army to nake a comprehensive cost benefit
study of program operations.

Any cost benefit study undertaken must examine the in-
tegrity of data reported by the logistics intelligence file.
The success acclaimed for DSS is based largely on performance
data computed from information in the file., Much of this
accumulated data used for reporting, however, is cf insuffi-
cient quantity to be representative. Data used to report on
the domestic pipeline segm-~nt, intransit from depot to con-
tainer consolidation point, covered only 41 percent of appli=-
cable transactions for 1 month and averaged only 66 percent
of transactions fur an 1ll-month pericd we examined. Per-
formance data for this segment should be relatively easy to
control because the segment is totally w1th1n the continen-
tal United States. —_— -

The percentage of data available on pipeline segments
terminating overseas was generally lower. For a 6-month
period data available for the ocean transit segment tc one
overseas port consisted of only S percent of transactions.

We also found that much of tne pertinent data concern-
ing GSA shipments was not available. Further, supply tonnage

8
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and dollar value data accumulated in the file was both in-
accurate and incomplete.

During a recent effort to redesign its logistics in-
telligence file, the Logistics Control Activity encountered
difficulty in extracting correct data and was unable to
produce any DSS performance reports for December 13975 and
January 1976.

CONCLUSIONS

We believe a study is warranted to determine whether
DSS is more cost effective than the earlier system.

In view of the insufficiency and inaccuracy of data
accumulated by the logistics file and the recent system fail-
ure, any data obtained from the file to measure performance
and costs should be tested for validity. We suspect that
requisitions reflecting the poorest performance are among
those which do not get into the logistics data base.

Any study undertaken should ascertain how reliable the
performance data currently being reported is, and what ac-
tions are needed to correct the problems experienced by the
Logistics Control Activity concerning insufficient and in-
accurate data.

Such a study could pinpoint additional areas needing
attention. In the meantime, the Army needs to address other
problems discussed in this report. Because DSS seems to
offer considerable potential for enhancing overseas supply
support, we propose several acticns to improve it. Some of
these should be implemented immmediately. Others should
await the dGetermination that the entire system is cost ef-
fective. (See chs. 3 and 5.)

RECOMMENDATIONS

We recommend that the Secretary of the Army:

-=Begin develcoping information to compare costs of
supporting DSS overseas including additional costs to
DSA and GSA, with the benefits derived therefrom.

—Determine if DSS is cost effective and, if not, o

whether improvements can be made which will increase

the benefits over the costs to obtain them.

AGENCY COMMENTS AND CUR EVALUATION

In a June 23, 1976, letter, the Principal Deputy As-
sistant Secretary of Defense (Installations and i.ogistics)

9



commented on our findings and conclusions., (See app. V.)
DOD concurred in our suggestions for corrective action angd
said that DSS was extended and accepted as the Army standard
supply distribution system after an initial 1972 cost anal-
ysis indicated that projected savings through fiscal year
1975 more than offset projected costs for the United States
supply base. DOD stated that the cost analysis is being up-
dated and that the Army has provided DARCOK more inclusive
guidance for including cost effective analysis in future

inprocess reviews of DSS.

10
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CHAPTER 3

THE ARMY NEEDS TO INCREASE DSS SHIPMENTS

FROM DEPOTS NEAREST CONSOLIDATION POINTS

The Army's goal of filling 90 percent of DSS requisitions
from stocks positioned in depots near containerization points
and shipping ports had not been achieved consistently. 1In
fact, the effectiveness of the DSS prcgram has suffered and
shipping costs have increased because Army inventory control
managers have not positioned sufficient assets ot the more
opportune storage depots and do not have adequate controls
to insure that stocks are released from the most advancageous
storage location.

FILL RATES AT THEATER ORIENTED DEPGTS
ARE NOT MEETING ARMY STANDARDS

To achieve timely support and reduce pipelines and trans-
portation costs, the Army established a goal of filling 90
percent of DSS requisitions from depsts near its consolidation
points and overseas ports. Three such depots on the east
coast and two on the west coast 1/ were selected and desig-
nated theater-oriented depots. (See ch. 1.) This 90 pe-cent
«objective pertains only to location from where requisiticas
are filled; it does not concern the time required *to fill.
them. Thus if stock is not available at a theater-oriented
depot, the inventory manager must decide whether to backorder
requisitions and await arrival of stock, ship stock from a
more distant depot, or in case ol total stockouts, ship ma-
teriel from the first deoot receiving stock.

Pilans were to position sufficient stocks at these depots
to insure that 90 parcent of the overseas requisitions could
be filled from them, thus avoiding several days transit time
from inland depots and higher transportation costs from the
large nuisbers of smaller individual shipments being cener-
ated by 1SS. These plans and objectives have not been met.
The following graphs show the fill rates from theater-oriented
depots for the four national ianventory control points we
visited.

1/During our review the Army begin moving toward a distribu-
tion plan which uses only one depot on each cocast for over-
seas and domestic support and one in a central location
for only domestic custcmers.

11
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FERCENTAGE OF MATERIEL ORDERS (INCLUDING BACKORDERS) FILLED
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PERCENTAGE OF MATERIEL ORDERS (INCLUDING BACKORDERS) FILLED
FROM THEATER-ORIENTED DEPOTS FROM DECEM3ER 1974 THROUGH
eercentace of NOVEMBER 1975 BY TANK AND AUTOMOTIVE COMMAND
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PERCENTAGE OF MATERIEL ORDERS (INCLUDING BACKORDERS) FILLED
FROM THEATER-CRIENTED DEPOTS FROM DECEMBER 1974 THROUGH
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Need for better positioning of stocks
to support DSS customers overseas

The Army recognized that stocks would have to be
positioned at its theater-oriented depots to realize DSS OST
objectives. To achieve this the Army established detailed
policy quidance fcr its national inventory control managers
to follow for determining when to transfer assets from the
more remote depots to the DSS theater support depots. It
also developed a distributicn formula to position new pro-
curement items in the DSS support depots. Although distri-
bution procedures for new procurement appeared to be satis-
factory, we did not test them. We found some instances, how-
ever, in which DSS requisitions were filled from other than
theater-oriented depots apparently because of improper ini-
tial positioning.

The various inventory control points® implementation of
the Army's guidance on interdepot transfers varied consider-
ably. At the Armament Command this guidance was converted
into a computer program to be run at least every 6 months.
The program identified stocks poorly located and having po-
tential for interdepot transfer actiocns. In addition, the
Armament Ccmmand identified in daily and monthly reports DSS
shipments from the more distant depots and continually re-
minded inventory managers to consider the appropriateness of
interdepot transfers. It is nct surprising, therefore, that
Armament Command had the highest fill rates from theater-
oriented depots. From December 1974 through November 1975,
the rates for all requisitions, including backorders ranged
from 76 to 85 percent for Europe. (See graph, p. 12.) Be-
fore the Army adopted its depot attrition policy in August
1974 (discussed below), Armament Command reached the DSS 90-
percent fill rate goal for Europe for 1 month (June 1%74) and
averaged 88-percent fill from January through June 1974.
These rates excluded backorders; rate of fill for backordered
requisitions was even higher. For the same period the rate
for Rorea ranged from 79 to 87 percent.

One reason for Armament Command's zelatively high fill
rate was that stocks held at the more remote depots were not
automatically released to fill backordered requisitions as
was the practice at other inventory control points. By fol-
lowing this practice, the Command achieved2 as good an OST
and a higher theater-oriented depot fill rate on backordered
reguisition than the other control points. Thus it appears
that, by maintaining good asset visibility and making timely
interdepot transfers, a good theater-oriented depot fill
rate can be achieved without adversely affecting OST.

16



The Tank and Automotive Command's, treatment of
interdepot transfers was quite different. The Army Audit
Agency's October 1973 report on DSS stated the Command's
low theater-oriented depot fill rate was caused, in part, by
not making interdepot transfers. During our review interde-
pot transfers were still not emphacsized. Overall statistics
indicate interdepot transfers were =ude infrequently.

At the inventory control points visited we examined DSS
requisitions from selected overseas units which had been
filled from other than theater-oriented depots. In many
cases the improper fill occurred because inventory control
points had failed to initially positiion stocks at theater-
oriented depots or had failed to make interdepot transfers
for stocks previously positioned. In some instances inven-
tory managers recognized that criteria for making transfers
had been met; however, none were made. 1In others, inventory
managers had arbitrarily overridden the procedure for posi-
tioning newly procured stocks.

For example, a requisition for twc fuel and oil kits
which we reviewed at Aviation Systems Command came from Eu-
rope. The Red River Army Depot, Texas, filled the requisi-
tion because it was the only depot that had stock. The OST
for this requisition was 58 days, 13 days over the standard.
However, 45 days after this shipment was made, 1,708 of
these kits were transferred from the Red Ri :- Army Depot to
the New Cumberland depot. Had :5his volume transfer been
made earlier, the small gquantity shipment from the Red River
depot to Europe via the New Cumberland containeri~ation
point could have been avoided.

As another example, a Korean unit requisitioned seven
pressure filters from Aviation Systems Comrand. Stock was
not available at any depot; therefore, *tne requisition was
backordered. The New Cumberland depot received 75 units
from procurement 95 days later and was directed to fill the
requisition.

The Sharpe west coast theater-oriented depot had been
out of stock for more than a year when this requisition
was filled. Aviation Systems Command officials said that
previous procurement was directed to New Cumberland because
it was near the contractor's plant and that most demands
had been from Europe or a maintenance site near New Cumber-
land. Records showed, however, that (1) previous demands
had come from the Pacific, (2) stocks had been transferred
from New Cumberland to Sharpe earlier to meet DSS require-
ments, and (3) the stock distribution formula called for
Sharpe to have 40 percent of stock and New Cumberland the
balance.
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We did not attempt to determine the additional costs
incurred by filling requisitions from other than theater-
oriented depots; howewer, a large number of shipments and
large quantities of materiel are still being shinped over-
seas from the more remote depot locations.

For instance, according to the Army's logistics in-
telligence file, 26 percent of shipments to Europe during
the 12 months ended November 1975 were from other than
theater-oriented depots, and 22 percent of these were from
west of the Mississippi River. During the same period, 36
percent of shipments to Korea were from mor- remote depot
locations. Of these shipments, 21 percent were from depots
east of the Mississippi River. For the previous 12 months,
.9 percent of the shipments and 42 percent of the tonnage
were from depots east of the Mississippi River. (See app.
1I.)

Also, DARCOM's transportation records showed that
during calendar year 1975 the Sacramento Army Depc¢t shipped
over 2.5 million pounds of materiel to the New Cumberland
centainerization point for European customers, while New
Cumberland Army Depot shipped nearly 0.9 million pounds
of materiel to the Sharpe containerization point for custo-
mers in the Pacific. Red River Army Depot, Texarkana,
Texas, shipped over 2.7 and 1.1 million pounds to the New
Cumberland and Sharpe containerization points respectively,
for overseas customers.

DEPOT SCREENING PRACTICES AND ATTRITION
POLICY FRUSTRATE DSS PROGRAM

To fill requisitions from theater oriented depots, au-
tomatic data processing programs used to locate available
stocks must be designed to search the depcts for the stocks
in proper geographic order. Before our review several inven-—
tory control points had experienced problems with their depot
search mechanisms, which resulted in stocks at remote depot
locations being selected tc fill DSS reguisitions. Most of
these problems were corrected before our review.

During our review, however, DARCOM directed all inven-
tory control points to screen and consider steck at other
depots before looking at assets available in theater-
oriented depots. '

This change in the depot search system was made, wa were
told, to reduce the level of stocks at various depots desig-
nated as attritien sites in connection with the Army's re-
vised supply distribution plan. Army officials said the re-
vised stock selection mechanisms were instituted because
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{1) interdepot transfers would be costly and (2) OST would
be increased while items were being moved and therefore un-
available for filling requisitions.

The effect of the attrition policy can be seen on the
graph in appendix III. For Europe, the Armament Command
reached a theater—-oriented depot fill rate of 90 percent in
June 1974 on recuisitions not backordered. The revised
search system vas implemented in September 1974 and by De-
cember 1974 the rate had dropped to 65 percent. By November
1975 Armamenc Command's fill rate for Europe had recovered
somewhat (8l percent) as some of the attrition d:pots appar-
ently began to run out of stock. However, the fill rate
{including backordered requisitions) to Korea continued low
as shown on the graph, page 12. The rate for nonbackordered
requisitions was even lower. It ranged from 49 to 56 percent
from June to November 1975. The £fill rates also continued
low for the Aviation Systems and Troop Support Commands.
{See c¢zaphs pp. 13 and 15.)

We discussed our observations with Army officials who
said the attrition policy will result in a temporary increase
in OST. They also confirmed that attriting stocks at a de-
pot can cause increased transportation costs since the ship-
ment of materiel from an attrition depot by parcel post may
cost 40 cents a pound while transferring the same item tc a
theater-oriented depot by freight might cost only 3 cenis a
pound.

CONCLUSIONS

the Army should try harder to achieve its objective of
90-percent fill from theater-oriented depois. Attaining this
goal will not only increase DSS' effectiveness and responsive-
ness but also reduce the higher transportation costs asso-
ciated with current distribution practices. A number of ac~
tions are neejed to improve chances of meeting the 90-percent
fill objective.

Inventory control points need to insure that their ini-
tial stock positioning procedures are working. properly and
that inventory managers are not permitted to arbitrarily
override these controls. The Army needs to insure that its
policies on interdepot transfers asre implemented and that
transfers are made when they would be cost effective.

The Army's attrition policy, which has been incorpo-
rated into automated depot search systems, will result in
lower theater-oriented depot £ill rates and increased trans-~
portation costs. If selected depcts are to be closed, a
more effective approach would be to transfer the stocks in
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bulk, using the same dlstrlbutlon formula as for procurement
positioning. Transportation costs for bulk shipments

should be much less than for stocks shipped piecemeal to fill
small quantity requisitions from overseas direct support
units. Nonavailability of stock while in transit should not
present a problem because stocks should be already positioned
at theater-oriented depots to fiil most DSS requisitions.

RECOMMENDATIONS

We recommend that the Secretary of the Army:

--Insure that procedures for initial stock positioning
provide for stocks to be distributed to appropriate
depots based on the latest customer demand informa-
tion aad that inventory managers be required to jus-
tify any decicions to override this procedure.

--Direct that the existing policies on interdepot trans-
fers be implemented and tnat whenever possible the
procedures be automated.

-=Direct that, in event of depot closures, active stocks
be transferred in bulk shipments to appropriate depots
unless the closing depot is in the immediate vicinity
of a theater-oriented depot or containerization

point.

--Direct that -systems for screening depot stocks bs pro-
gramed to first search the depots in the appropriate
theater-oriented depot complex, then the remaining
depots in the order of their geographic proximity to
the containerization point.

AGENCY COMMENTS AND OUR EVALUATIONS

DOD agreed that stocks should be distributed to appro-
prisie depots based on customer demand and said the Army is
monitoring each commodity command's distribution effective-
ness to insure that present systems and procedures are ade-
quate. The Army is also providing instructions requiring
inventory managers to justify any deviations from stock po-
sitioning procedures established by Army Headguarters. (See
app. V.} DOD stated that another essential factor not previ-
ously considered in stock positioning was the net asset po-
sition of stock in the distribution depots. The Army is de-
veloping a program change, to be implemented in the first
quarter of fiscal year 1977, that will consider both customer
demand and the depots’ net asset positions when distributing
new procurement stocks.

20

AT S Bl it bt gt e S e e

bl g e —bartaas in



DOD concurred that existing pelicies on interdepot
transfers should be implemented and, whenever possi%le, auto-
mated. DOD said that the previous restrictions on bulk re-
location of stocks were lifted when, in December 1975, the
Army directed its national inventory control points to bulk
relocate the top S0 percent of Europe's high-demand items
intoc New Cumberland depot and in March 1976 when similar ac-
tion was taken to move stocks into Sharpe depot. ROD fur-
ther said when actions are completed to properly position
stocks from new procurement, the need to make further in-
terdepot stock transfers will be minimized.

DOD agreed with our proposal that when depots are to
be closed, stocks should be transferred in bulk shipments
and said that in event of depo: clusures or when depots lose
their supply distribution miss:.ons, the Arry has directed
bulk transfers of active stocks; this policy will be contin-
ued in the future.

In commencing on our proposal to first search for stocks
at appropriate theater-oriented deputs DOZ agreed that in the
long term this should be done. It said, however, that this
action must wait until all stock is removed from the nondis-
tribution depots via attrition and interdepot transfers.

DOD's position on the above twe proposals is inconsis.-
ent. Concerning the focmer, DOD said the Army has directed
bulk stock transfers when depots were being closed or lost
their supply mission. 1In the latter proposal, DOD discloses
that the Army is still pursuing its attrition policy--that
is, depleting stccks at nondistribution depots by filling
direct support units' individual requisitions.

The latter statement more accurately describes the ac-
tual situation. The practice of attriting stocks--rather
than moving them in bulk transfers--is reflected in the 1low
theater-oriented depot £fill rates discussed on page 18 and
the long OSTs discussed on page 8. It is encouraging that
the Army has begun directing bulk transfers of stock. As
long as the Army continues its attrition policy, however,
many stocks will be shipped from depots far from container-
ization points, unnecessary transportatiom costs will be in-
curred and supply support will be less sffective. Action is
needed now to stop this practice. In line with other ac-~
tions being taken to properly position stocks, the Army
should immediately revise its depot screening systems to
search first for stocks at depots nearest the containeriza-
ation points.
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CHAPTER 4

DSS DEPOT SAFETY "EVEL OVERSEAS

SHOULD BE ELIMINATED

Although overseas theater stocks have already been
reduced--some as a result of DSS--further reductions are
possible. We examined the purpose and justification for
the DSS theater safely level maintained in Europe and
Korea and concluded that the 30-day level of depot safety
stocks was not needed. As a result of our proposal tiat
the safety level be discontinued, the Bighth Army elim-
inated about $2.4 million of safety stocks in Korea and
canceled about $325,000 of requisitions due in for the
safety lavel. The European command, however, disagreed
and has continued to maintain depot safety level stocks of
about $4.25 million.

A major factor considered in managing supplies at
overseas units is the requisitioning objective. The safety
level makes up a large part of the requisitioning obiective,
expressed: requisitioning objective = safety level +
operating level + OST. T represents stocks in the sup-
ply pipeline because OST is the time elapsing between tle
submission of a requisition and the receipt of the mate-
riel requisitioned. Operating level represents stocks
required to sustain coperations dering the interval be-
tween succecssive replenishments. Safety level represents
stocks required to be onhand to permit continuous opera-
tions if normal replenishment efforts are interrupted
or unpredictable fluctuations occur in cdemand.

IMPACT OF DSS ON <AFETY LEVEL STOCKS

A major DSS objective is to use resocurces more ef-
ficiently by reducing stockage at middleman supply activi-
ties. Accordingly, most overseas direct support units®
requirements should be met by direct delivery from U.S.
depots, thereby bypassing overseas theater depots where
materiel is broken down for delivery. This concept
should reaquce inventories and storage facilities in over
seas supply operations. DSS stockage policy limits ove:
seas depot stocks to war reserve stocks or a safety leve.
based on variable demand for essential items not included
in war reserves or stocks positioned for special projects.

Safety level and wa: reserve stocks may be used to

meet high-priority emergency requiremeants. Accordingly,
DSS procedures allow overseas commands to fill high-priority
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(priority group I) requisitions from incountry assets down
to, and including, safety level and war reserve stocks.
Requisitions for materiel needed to repair cut of service
equipment are also filled from incountry assets down to

and including safety level stocks. Priority group II reg-
uisitions, however are to "¢ filled incountry oniy if stocks
on hand are above the safety level and war reserve, and low-
priority rzquisitions are to be filled incountry only from
excess or retention stocks.

An October 16, 1973, Army Audit Agency report stated
that overseas commanders had continued to maintain theater
depot stocks to fill requisitions that could be filled
directly from U.S. depots, and maintained safety levels for
nonessential items and in duplication of war reserve
stocks. The Army Audit Agency recommended that overseas
commanders be required to limit overseas 3Jepot stockage
in support of DSS demands to reserve stocks or a variable
safety level, for only essential items that were not
duplicated by war reserves or project stocks.

SAFETY LEVEL ELIMINATED IN KOREA

When we began examining DSS operations in Korea, the .
Army was maintaining a 30-day depot safety level for DSS sup-
ported items, for which there were recurring demands, with-
out regard to war reserves. In addition, the direct sup-
port units and supply 3joints had a l5-4day safety level as
part of their requisit.ioning objective. We concluded that
the 30-day depot safety level was not needed and proposed
that the Army delete it. Shortly thereafter we were in-
formed that the U.S. Army, Pacific, had requested the Army
Computer Systems Command to revise the computer programs
to delete those safety levels in which war reserve levels
were equal to or greater than the computed safety level.
This revision apparently was made in response to the Army
Audit Agency report.

Subsequently, however, the Commander. Eighth Army,
fully implemented our proposal. He issued a directive re-
guiring deletion of current depot safety levels for items
not in war reserves and cancellation of all requisitions
against the safcty levels for which shipping notices had
not been received. The Eighth Army said DSS depot safety
levels valued at about $2.4 million were eliminated and
over 1,500 requisitions valued at about $325,000 were
canceled.
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SAFETY LEVEL STOCKS IN EUROPE
SHOULD BE ELIMINATIED

The U.S. Army Material Management Agency, Europe, also
maintained a 30-day DSS depot safety level, which included
about 10,000 line items and was valued at about $4.25 million.
According to its officials, the DSS safety level is maintained
to provide (1) a level of stocks to fill requisitions for
materiel needed to repair out-of-service equipment, (2) an
alternative socurce of supply in the event U.S. supply sup-
port deteriorates becaus: of national emergencies such as
strikes or an energy crisis, and (3] emergency satisfaction
of personal necessity items for Europez.u-based U.S. military
personnel.

Army Material Management Agency officials told us that
many items needed to repair out-of-service equipment are
included in safety level stocks but are not in the war
reserve. These are the types of items that could cause equip-
ment to be-Jdeadlined during peacetime but not in wartime.

An example these officials gave was a windshield wiper for

a wheeled vehicle. During hostilities a vehiclia would be
operated without a wiper if none was availabie; therefore, it
does not qualify for war reserves. In peacetime, however,
German law reguires that vehicles be equipped with wipers.

If the windshield wiper is typical, satisfaction of re-
quirements for materiel needed to repair out-of-service equip-
ment is poor justification for the safety level. At all
times, some vehicles are out ¢f service being maintained. a
substitute wiper could easily be taken from one cf these to
satisfy the requirement.

Purther, though some requisitions involving out-of-serv-
ice equipment may be necessary to obtain items not in the war
reserve, the rate of these in the Buropean theater seems to
be excessive. ©During a l12-mon<h period ended August 1974,
twe or more such reguisitions each were submitted for about
5,000 line items included in the DSS safety level. Many of
the problems resulting in excessive out-of-service equipment
requisitions appear to be at the direct support and other
unit level. Some of these problems are caused by the units®
not keeping their prescribed load lists s:ocked. When this
occurs items may be dropped off the support unit's -authorized
stockage iist. Therefore, a requisition may unnecessarily go
to the Army Material Management Acency or to the United
States for fill because adequate stocks are not maintained at
the direct support and other unit levels.
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If the problems discussed above are solved, there
should be even less need to maintain the DSS depot safety
level. Also, eliminating the safety level might force cor-
rection of the problems, since the units could no longer de-
pend on middleman stockage to cover *“heir shortcomings.

Material Management Agency Officials, although unwill-
ing to eliminate the entire safety level, said the Agency
(1) is reducing the approximately 12,400 line items on the
theater authorized stockage list which have no reserves
except the DSS safety level and (2) under a revised stock-
age policy, will consider deleting all the safety level
except for items for which stockouts ~aused equipment to
be out of servic: two or more times during the preceding
year. Agency officials also said that despite several na-
tional emergencies in the United States, such as the
truckers' strike, dock strikes, energy crisis, floods, and
other adverse weather conditions, U.S. support has never
deteriorated to the point that the Army has had to operate
exclusively from the safety level.

CONCLUSIONS

Retaining a theater safety level in Europe has pro-
vided an uneconomical convenience to direct support and
operating units. Elimination of the safety level should
result in better overall supply performance by (1) forced
improvement in supply discipline resulting in fewer high
priority requisitions and requisitions for materiel needed
for out-cf-service equipment, (2) more requisitions being
passed to the United States. which should result in lower
transportation costs through better container utilization
and a shorter OST through reduced consolidation/containeriza-

tion hold time, and (3) reduced costs of managing stocks
overseas.

Another benefit would be reducing backorders during the
attrition of these stocks. Direct support unit requisitions
could be filled .o the maximum extent possible from the
safety level stocks regardless of priority, and in some cases
backordered requisitions for low priorities might be canceled,
since the stocks backordered may have been maintained in the
safety level to fill high priority or requisitions for mate-
riel for out-of-service eguipment.

Concerning personal necessities, DSS should be responsive
to the normal satisfaction of these without extra layers of
backup support. Since one of DSS' primary purposes is to
bypass the middleman, the role of a theater activity as an
intermediate supply point frustrates the attainment of the
supply economies contemplated under DSS.°
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RECOMMENDATION

Although measures are being taken in Europe to reduce
the DSS depot safety level, such actions can at best achieve
only part of the available gains. We recommend, therefore,
that the Secretary of the Army direct that the 30-day safety
level of about $4.25 million be eliminated.

AGENCY COMMENTS AlID OUR EVALUATION

GD agreed with our proposal and said in the plans for
the future logistics support of Europe, tc be irplemented
in fiscal year 1977, the Europe depot safety level will be
eliminated. (See app. V.) 1In conjunction with this effort,
DOD stated, a limited 30-day safety level of essential items
will be maintained by the tiieater corps support commands for
emergency requirements.

We consider this planned action responsive to our pro-
posal.
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CHAPTER 5

NEED FOR BETTER GSA AND DSA SUPPOLT

When implementing DSS the Army included support items
provided by other Government supply activities which nor-
mally furnish materiel to the military services. By virtue
of this DSS embraces and depends upon DSA and GSA for many
support items. In fact, these agencies provide the majority
of DSS materiel shipped overseas.

These agencies' distribution procedures and supply prac-
tices for support of D3S need to be improved for the Govern-
ment to realize the reductions in inventorv investment envi-
sioned under the DSS concept. Specifically, GSA needs to ex-
pedite the movement of DSS materiel from its depots to the
Army's designated container consolidation points and should
shift its support of the Pacific area from the Auburn, Wash-
ington depot to the depot in Stockton, California. DSA needs
to improve its response time by processing requisitions
promptly and positioning more stocks in depots nearer the
DSS container consolidation points.

IMPROVEMENTS NEEDED IN GSA SUPPORT PRACTICES

GSA has designated twc of its offices as prime regions
for supporting the Army DSS program overseas. All D8S regqui-
sitions originating in Europe for GSA-managed items are passed
to the New York region for processing, whereas requisitions
originating in the Pacific theater are directed to the Auburn,
Washington, region.

The New York region operates the Belle Meade and Raritan
depots in New Jersey and an export packing facility at
Bayonne, New Jersey. The New Jersey depots aire within 175
miles of the Army east coast container consolidatl.ion facility
at New Cumberland.

The Auburn region operates only one depot which is at
the Auburn Headquarters office. Included in this depot is an
export packing facility. Auburn is about 800 miles from the
Army west coast container consolidation activity at Sharpe
Army Depot.

GSA distribution practices are not
compatible with DSS' 03T standards

Recognizing that even a l-day OST extension can cost
hundreds of thousands of dollars in inventory investment, the

Army established clearly defined 0ST objectives for its
wholesale activities to meet in processing a requisition and
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releasing the materiel to the DSS container consolidation
points. The standard is 8 days; for shipments to Europe an
additional 12 days are allowed for transporting materiel to
the consolidation point, stuffirg containers, moving materiel
to the ports, and awaiting scheduled overseas lift. Thus
within 20 days after a DSS requisition is received at a
wholesale supply activity, the materiel should have been
pulled frorm stock, containerized, and at the port ready for
ship departure. .

GSA depots supporting the DSS program were delaying the
movement of DSS materiel and extending OSTs. Instead of fol-
lowing the established DSS flow pattern and shipping items
to Army container consolidation points the depots frequently
held shipments for extended periuds to accumulate container
loads for direct delivery to ocean ports. In addition, mate~
riel which the GSA depots decided to ship to the Army con-
soclidation points was often delayed because it was held in
anticipation of accumulating full container loads. As a re-
sult of these practices, GSA has exceeded the Army's 20-day
orocessing objective.

For example, information available in the Army's logis-
tics intelligence file on DSS requisitions directed to GSA's
New York City region during November 1975 showed that GSA was
averaging 29.9 days to process and make mAateriel available
at ports for overseas delivery to Europe. For DSS shipments
to Korea during this same period the file showed that the
Auburn, Washington, depot was experiencing an average of
30.3 days against a2 standard of 24 days fo: materiel shipped
directly to the port. Obviously these time frames are well
beyond the Army's 20- and 24-day objectives for this segment
of the DSS pipeline.

Moreover, the above time frames are probably under-
stated. The reports produced from the logistics intelli-
gence file show identical processing times for all materiel
GSA sent to the same overseas theater, whether it is sent to
the Army consolidation point or held for consolidation at a
GSA depot. Our test of requisitions processed, however,
showed that materiel which the New York region shipped di-
rectly to the port took an average of 2 weeks longer to
process than materiel forwarded to the Army consolidation
point. We analyzed 175 requisitions originating in Europe
for supply items which were available for immediate shipment
from either the Belle Meade or Raritan depots. We found
that the average processing time was 32.7 days for materiel
shipped directly to the port and 18.7 days for materiel
shipped to the Army consolidation point at New Cumberland.
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Within these processing times the materiel was held at
the GSA depots an average of 20.2 and 9.1 days respectively,
after it was available for shipment. As discussed earlier,
the Army standard for total wholesale processing time in-
cluding requisition processing, picking, packing and ship-
pPing DSS materiel is only 8 days.

Some of the DSS materiel held at GSA depots to accu-
mulate more economical shipping loads were items which GSA
had referred to vendors for direct delivery. GSA should dis-
continue this practice and have vendor shipments delivered
directly to the Army consolidation activities. This would
avoid the additional transportation and handling costs which
now occur when vendors' deliveries are shipped to GSA de-~
pots, held for consolidation, and then shipped to the Army
container consolidation activity.

We discussed these matters with GSA officials. Head-
quarters officials told us that the MNew York region was not
following instructions and that the Auburn region had re-
ceived new instructions early in 1975. The officials gave
us the new instructions, issued during our review, and the
superseded instructions which were in effect through January
197s5.

The superseded instructions did not specify, except for
high-priority cargo, how long materiel could be held to accu-
mulate container loads. However, 've obtcined an additional
headquarters instruction from regiun officials which speci-
fied that materiel could be held 15 days for accumulation,
in addition to 24 days allowed by the Uniform Military Move-
ment and Issue Priority Standards for wholesale activities
to process requisitions and move materiel to the ports for
overseas shipment.

The new instructions, dated January 1975, specified gen-
erally that less than container loads should be held for
7 days pending accumulation of full container loads. Con-
sidering the wording of this instruction and the one ob-
tained at the region, region officials' interpretation
seems to be that the 7 days' cargo accumulation time is in
addition to the 24 days the uniform military standards
allowed to wholesale activities.

Auburn officials told us that their reluctance to ship
cargo to the Army containerization point was also based on . —
time, volume of cargo, and transportation costs. A New York
region official said it made nc sense to ship materiel in- e
land to the containeriza:ion point only to have the materiel
shipped past the GSA depots on its way to the port. He
also said GSA must pay for transportation to the container-
ization point but not to the ports.
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Instructions on vendor shipments which were in effect
until January 1975 appeared confusing. One section speci-
fied that requisitions applicable to DSS would be prepared
and processed in accordance with the provisions of Military
Standard Requisition and Issue Procedures (which authorige
the lengthy cargo accumulation period); another section
specified that shipments weighing less than 10,000 pounds
or measurirg less than 800 cubic feet were to be directed
to Army containerization points.

New instructions dated January 30, 1975, prcvide that
the region will give a complex evaluation to wvendor ship-
ments going to a single DSS customer and weighing 4,001
pounds and over to determine the most economical mode of
shipment. The instructions do not say how shipments 4,000
pounds and under are to be handled.

GSA depot at Stockton, California, could
provide better support for DSS in the
Pacific

GSA's support of the DSS program in the Pacific would
be more effective and economical if GSA would transfer its
DSS operations from the Auburn, Washington, depot tc its de-
pot at Stockton, California.

The transit time and cost to truck materiel the 800
m.les from Auburn to the Sharpe Army Depot has wvirtually
ruled out shipments to the Army's container consciidation
activity. For example, in fiscal year 1974, the Auburn depct
containerized and shipped about 27.6 million pounds of DSS
materiel directly to ports for overseas delivery to Pacifie
customers but shipped less than 1 million pounds to Sharpe.
Shipping cost was cited as the primary reason for this im-
balance. Based on the weight of individual shipments, motor
transportation from Auburn to Sharpe cost GSA from $2.15 to
$5.55 per hundredweight compared with a cost of 27 cents per
hundredweight for materiel containerized and shipped directly
to the ports at Seattle and Takoma, Washington. In additicnm,
GSA officials at Auburn estimated that shipping DSS materiel
to Sharpe could add from 7 to 15 days tc the OST cycle. This
estimate ~f increased OST seems too severe, but we do agree
that these factors make movement of DSS materiel from Auburn
to Sharpe impractical.

An alternative exists, however, which would improve
GSA's support of the DSS program and allow the Army to en-
joy economies of scale by more efficiently using its con-
tainer consolidation point at Sharpe. Under this alterna-
tive GSA would transfer support of the DSS program from
Auburn to its depot at Stockton.
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The Stockton depot is only 6 miles from Sharpe, stocks
a wider range of items than does Auburn, and has available
capacity to support the DSS program in the Pacific. Based
on the quantity of DSS cargo shipped by Auburn in a year
(about 29 million pounds), the Stockton depot should be able
to accumulate an average of four to six truckloads of DSS
materiel each day for shipment to Sharpe. This materiel
could be shipped daily by Government vehicles to minimize
transportation costs and control the frequency of shipment.
With such additional volumes of cargo, the consolidation
activity at Sharpe could achieve better container utiliza-
tion and conduct a more efficient container-stuffing opera-
tion.

Supporting DSS out of the Stockton depot offers other
advantages. As mentioned earlier in this chapter, the Auburn
depot is not meeting Army time standards for processing DSS
requisitions and having materiel available at ports for over-
seas shipment. Auburn's average time for processing materiel
and making it available for shipment to Korea for Nowvember
1975 was at least 30.3 days and probably longer. This is
wall beyond the Army's 24~day standard. We alsc noted that
from May through October 1975, ship transit time for Auburn
shipments averaged three days longer than Sharpe's shipments.
Although we 4did not ascertain the reason, ships departing
Seattle/Tacoma ports apparently make additional calls en-
route, thus adding several days to the pipeline.

The close proximity of Stockton to Sharpe should provide
a controlled and rapid flow of materiel between the depots
and enable the Army to meet the OST objectives established
for the DSS program. These objectives must be met if the
Government is to realize the inventory investment savings
envisioned under the program.

GSA officiais concluded in a 1975 study that the Auburn
depot should continue supporting DSS customers in Korea and
other northern Pacific countries. They said decisions were
based on such factors as cost, convenience, workload impact,
and vclume of materiel. The study inadequately considered,
however, the decision's effect on total distribution costs
to the Government and on effective supply support for the
Army. For example, it did not consider the option of ship-
ping materiel to the DSS containerization point except for
those small quantities where GSA was unable to accumulate a
container load after holding materiel the full time permit-
ted by the uniform military standards. 1In region X this has
amounted to less than 2 percent of total DSS cargo shipped.
Nor did GSA's study consider the potential reductior in Army
pipeline stocks or the potential for economies of scale dis-
cussed above.
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IMPROVEMENTS NEEDED IN DSA
SUPPORT PRACTICES

Several areas in the DSA supply distribution system
need to be improved to enhance the effectiveness and effi-
ciency of the DSS program. Specifically, we observed that
DsA

~-is not positioning sufficient assets at depots nearest
the container consolidation points,

--does not screen depots in a way that insures stocks
shipped to container consolidation points are shipped
from the most opportune storage location,

--is bypassing the Army container consolidation activity
when directing shipments from locations where stocks
are being attrited, and

--has not accepted or followed the reduced OST standards
that the Army established for DSS.

Because of these practices, the OST cycle for DSS requi-
sitions processed by DSA has been extended, resulting in
poor supply response and increased inventory investment costs.

DSA support structure for DSS

Requisitions for DSS materiel are directed to the five
DSA supply centers which function as national inventory con-
trol points for designated classes of materiel. To support
DSS, these supply centers use D5A's seven major defense de-
pots, three specialized support depots, several direct sup-
ply support points, and attrition stocks stored at military
service depots controlled by the Navy, Air Force, and the
Marine Corps. The major depots are located at Mechanicsburg,
Pennsylvania; Columbus, Chio; Dayton, Ohio; Memphis, Tennes-
see; Richmond, Virginia; Ogden, Utah; and Tracy, California.

The pattern of depots comprising “he materiel distribu-
tion system for supply centers varies nased on the commodities
managed. However, stocks of each type commodity are main-
tained at several of the major depots or other stockage
points. The depot selected to fill a DSS requisition usually
sends the item requested to the appropriate Army container
consolidation point for delivery overseas.

DSA stock positioning impacts
adversely on DSS program

Shipping materiel across the United States in small
quantities before placing it aboard ships for overseas
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delivery is obviously more costly and time consuming than
shipping from depots near ove.~eas departure points. Infoi-
mation obtained from the logistics intelligence file for De-
cember 1974 through November 1975, however, shows that DSA
made over 62,000 shipments from Tracy and Oakland, Califor-
nia, and Ogden, Utah, to the Army's east coast containeriza-
tion point at New Cumberland and over 35,000 shipments from
six eastern depots to the west coast containerization point
at Sharpe.

The impact of DSA's poor stock positioning for DS3 is
further illustrated in appendix IV by the percentage of ship-
ments from DSA depots through DSS to European ond Korean di-
rect support units for the 12 months ended November 1975.
For example, of DSA's shipments to Europe, only 9 percent
was from the Mechanicsburg depot, which is about 10 miles
from New Cumberland. Over 52,000 DSS shipments to Europe
were made from the Ogden, Utah, depot. Of DSA's shipments
to Korea, 30 percent was from depots east of the Mississippi
River while only 12 percent was from the Tracy depot which
is only 11 miles from Sharpe.

Both OST and transportation costs may be increased if
DSS shipments are filled from inappropriate depots. The
November 1975 DSS performance evaluation report shows that
on shipments to Europe from DSA depots from June 1975 through
November 1975, intransit time to New Cumberland averaged
8 days. For the same period and destinaticn, intransit time
on Army shipments was 4.1 days. During November 1975 average
intransit time for DSA shipments to New Cumberland ranged
from 2.5 days for shipments from Richmond, Virginia, to 12.7
days for shipments from Ogden, Utah.

We did not attempt to compute the unnecessary costs DSA
incurred in sending so many shipments across the continent.
However, as can be seen from the following table of esti-
mated shipping costs furnished to us by DSA cfficials, the
additional costs can be substantial.
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Estimated Costs Per Hundredweight for
Less-than-Truckload Shipmeats

To
New Cumberland Sharpe
From Army Depot Army Depot

Mechanicsburg, Pennsylvania $§ 1.00° $10.37
Columbus, OChio 2,98 9.51
Memphis, Tennessee 4.90 8.03
Ogden, Utah 3.01 4.44
Tracy, California 10.27 {a)

a/According to DSA officials, shipments to Siharpe are made by
Government vehicles, and data on the costs of such ship-
ments has not been compiled.

Army officials told us that, in September 1974, they
asked DSA to position selected fast-moving, low-weight and
cube items at either the Mechanicshurg Defense Depot or the
New Cumberland Army Depot. The Army f21t that positioning
items at either location would permit rapid reswponse to Eu-
ropean requiremenis as well as provide assurance to the
overseas commanders that high-demand items would be available
quickly. We ncted that DSA currently positions salected
stocks at twe Navy sapply centers to support Navy operations.

DSA officials advised us it would not be possible to
position the desired items at 4echanicsburg and Tracy because
the type storage facilities needed are not available. During
cur review DSA advised DARCOM that it would examine the fea-
- 8ibility of positioning selected items at New Cumberland
Army Depot to support DSS better in Europe. In December
1975 DARCOM furnished DSA a list of high demand items that
it preferred to have positioned at New Cumberland. ©DSA had
not reached a decision, when our review ended, whether it was
feasible to preposition these items at New Cumberland.

DSS materiel is not being released
from the most opportune storage locations

DSA's supply centers use automated socurce preference
tables to determine the order in which defense depots and
other storage locations will be screened for stock availa-
bility and selection of shipping source. At two supply cen-
ters we visited, source preference tables were designed to
meet specific DSA stockage objectives or reduce DSA's costs,
without regard to the effect on DSS.

DSA policy calls for prefersatial action to deplete
stocks at attrition sites as rapidly as possible. At the
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Defense Industrial Supply Center, this resulted in source
preference tables that screen all attrition depots assigned
to either the Atlantic or Pacific area, whichever is ap-
plicable, before screening stocks at the designated prin-
cipal defense depot. N

Although we were unable to determine the exact extent
to which the source tables resulted in DSS requisitions
being filled from depots other than those nearest Army
containerization points we believe they unavoidably contrib-
ute to the large number of cross-country shipments as dis-
cussed earlier (see app. 1V) and to the long intransit time
between depots and containerization points. (See p. 33.)
For instance, the Mechanicsburg depot, Pennsylvania, which
is the principal defense depot nearest the Army's European
containerization point, is not screened for stocks until all
Atlantic area attrition sites have been screened. These
sites reach as far west as Corpus Christi-and San Antonio,
Texas, PFor Pacific customers, stocks at Hill Air Force Base,
Utah, and Pueblo Army Depot, Colorado, are screened before
those at Defense Depot, Tracy, California.

DSA's attrition policy alsc compounds an effect, ad~
verse to DSS, resulting from another problem in processing
DSA-owned materiel. The Air Force, Marine Corps, or Navy
controls many of DSA's attrition sites. Shipments from
these sites are channelled not through DSS but through regu-
lar break-bulk charnels, thus denying the Army consolidation
points the opportunity to achieve economies of scale and
better container utilization from the additional volume rep-
resented by these shipments.

By screening stocks at these attrition sites first,
DSA increases the chances that materiel requisitioned by DSS
units will be shipped outside DSS channels thereby defeat-
ing the system's objextives. The major defense depots gen-
erally have sophistirated materiel handling systems for ex~
peditious processing of shipments, but we suspect that ship-
ments are processed more slowly at many attrition sites.

At the Defense Personnel Support Center, the source
preference tables combined the attrition policy with a
local determination that Pacific area requisitious would be
filled from easc coast depots. The latter was based on
past studies that reportedly showed it was c~heaper and
faster to ship to Pacific custome-s from east coast ports
rather than ship cargo overland for embarkation at west
coast ports.

The resulting source preference tables provide that (1)
for Pacific shipments, stocks at Richmond, Columbus, and
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New Cumberland (attrition) are screened before those at the
principal defense depot at Tracy and (2) for European cus-
tomers, attrition ctocks at New Cumberland and stocks at
Columbus and Tracy Defense depots are screened ahead of
stocks at Mechanicsburg.

DSA's attrition polizy and the determination to ship to
the Pacific from east coast ports both defeat DSS' purposes;
the latter obviously does not even consider the concep- and
routing of DSS shipments.

DSA officials advised us that (1) the Army is only one
of DSA's several customers and is not treated differently
from other customers, (2) DSS comprises only a small part of
Army's total requirements placed on DSA, and consequently
{3) DSA uses its normal distribution procedures when proc-
essing DSS shipments. The officials also said thazy were
obligated to follow the Military Standard Requisition and
Issue Procedures rather than DSS, which was not standard.

DSA should strive to meet
T objectives

In connection with DSA's conforacnce to the militarvy
standard procedures, officials said DSA also adheres to Uni-
form Military Movement and Issue Priority System time stand-
acrds for those processing segments under its control. These
standards {see p. 29) allow much longer time frames than do -
the DSS objectives for processing low-priority reguisitions
which comprise the majority of DSS requirements.

DSA's procedures, therefore, increase DSS overall aver-
age OST by several days because DSA fills the majority of
DSS overseas requisitions. The impact of th” canr be seen
below in the ~omparison of OST for Army shipment: with that
for DSA shipments to Europe and Korea.

Comparison of Total OST
all Nonbackordered European DSS
Requisitions Completed During November 1975

Average OST {days)

Requi-~ ) Priocr- ALl
sitions Priority Priority ity prior-
completed group I group II group III ities
Army 8,036 42.5 55.5 60.3 57.0
DSa 15,188 46.4 64.3 77.4 71.7
Total 23,224 45.1 6l.3 71.8 66.6
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Comparison ¢f Total OST
All Nonbackordered Korean D3S
RequisIticns Completed During November 1975

Average OST (days)
Requi- - Prior- “All
sitions Priority Priority ity prior-
completed group I group II group II1 ities

Army 4,081 45.6 63.0 73.4 65.8
DsSA 6,777 50.4 81.7 89.9 83.3
Total 10,858 48.6 74.7 83.7 76.7

These longer 0STs for DSA shipments result in increased
pipeline costs as

--higher costs for funding stocks in the longer DSA
pipeline and

--higher costs from direct support units using a longer
OST in computing their requisition objective for all
stocks because these units lack the capability to com-
pute separate requisitioning objectives for DSA
stocks.

CONCLUSIONS

GSA's practices regarding DSS are based on parochial
considerations, and GSA officials, while trying to economize,
still do not have sight of the Government's total interests.
Similarly, DSA's current practices are resulting in poor sup-
ply responsiveness and unnecessary costs because (1) orders
and materiel are not processed promptly and materiel is not
rrepositioned near containerization points, (2) materiel is
being shipped to containerization points from distant de-
pots because of noor depot selection procedures and failure
to properly prepositon materiel, and (3) material is by-
passing the containerizaticn points. The impact of these
problems is particularly adverse to DSS because the direct
support units lack the capibility to adjust their requisi-
tioning objectives between types or categories of supplies.
Therefore the stock requisitioning objectives must be set
high enough to allow for the longest 0STS experienced to
insure that supplies are available when needed.

If these agencies are to provide responsive and cost-
effective support of DSS, current practices must be changed.
GSA, DSA and Army officials should get together to insure
that DSS' OST objectives are clearly defined and to work out
plans to improve support. The Army should take steps to

37



have DSS recognized in the miiitary standard procedures, but
meanwhile these agencies should strive for the shorter proc-
essing times needed to make DSS more effective. DSA should
improve its stock screening and selection procedures for DSS
requisitions and direct that all materiel shipped to fill
overseas DSS requisitions be sent to Army containerization
points. GSA vendor shipments must be directed through tke
containerization points, and only those stock shipments
which can be immediately containerized should be shipped di-
rectly to the ports.

Obviously, individual shiruments which accumulate
quickly into a full container load should not be sent to the
Army's consolidation points. Holding cargo for lengthy
periods in hopes of avoiding freight charges, however, is
being penny wise and pound foolish. The same can be said of
vendor shipments directed to GSA's depot and export facil-
ities to be held for accumulating container loads. Aside
from the lengthy holding time, some of these will eventually
find their way back to the Army's consolidation points for
containerization.

There should be no question about transferri.g GSA's
suppert of DSS Pacific customers tc the Stogkton depot. More
timely support, economies of scale, better container utiliza-
tion, and reduced transportation costs should result from
this move.

It is imperative that DSA re-trce, and eliminate if pos-
sible, the large number of DSS sh. pments being made to con-
solidation points from distant depots. DSA should avoid by
all means making shipments to Europe from the Ogden and Tracy
depots and to Korea from such locations as Columbus, Dayton
and Richmond. If items demanded by DSS cannot be stocked at
Mechanicsburg and Tracy, DSA and the Army should intensify
their efforts to find another solution to this problem.

DSA previously considered the possiblity of stocking
needed items at New Cumberland and Sharpe but discarded the
idea as uneconomical. However, we believe this was examined
not in ~iew of the total costs and benefits to the Govern-
ment but considered only additioral costs to DSA. In con-
nection with the Army's DSS cost benefit study discussed
in chapter 2, DOD should study the total costs and berefits
of enhancing 0SS support by positioning selected DSA stocks
at New Cumberland and Sharpe.
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RECOMMENDATIONS

to

We recommend that the Administrator of GSA:

~--Direct the New York region to ship all materiel for
DSS Europe to the Army's New Cumberland consoclidation/
containerization point except for individual shipments
that comprise a ~ontainer load.

--Direct all regions to provide in vendor purchase ac-
tions for overseas DfS requisitioners that materiel
be delivered to the appropriate Army consolidation
point except for individual shipments that comprise a
container load and require followup action to insucre
compliance.

--Transfer GSA's support of DSS in the Pacific from the
Auburn depot to ‘he Stockton depot in region IX and
direct region IX to ship all materiel for Pacific
DSE customers to the DSS consolidation point.

We recommend that the Secretary J.L Defense direct DSA

~--Preposition stocks at defense depots near the Army
containerization points or, where this is not pos-
sible, consider the cost effectiveness of positioning
fast moving items, designated by the Army, at Army
theater-oriented depots.

--Develop source preference tables for use with DSS
requisitions to insure that stocks at depots nearest
the appropriate Army containerization points are
searched first.

--Develop and implement pro::dures to insure that items
shipped from DSA attrition stocks at military service
depots are sent to the Army's containerization points
unless they comprise a full container load.

--Develop procedures to recognize the Army's OST stand-
ards as the DSS objectives for low-priority requisi-
tions and give priority to meeting those objectives
to the extent possible without adversely affecting
processing of higher priority requisitions.

AGENCY COMMENTS AND OUR EVALUATION

In a June 11, 1976, letter, the Deputy Administrator

for GSA commented on our findings amd proposals. (See app.

vI.)

GSA concurred in all.our proposals and agreed to
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implement them. GSA said its New York region's objective
would be to ship to the New Cumberland containerization

point 8 days after a requisition is registered in its file

or if a full seavar container is accumulated within the

8 days, shipment would be made directly to the military ocean
terminal.

GSA said it had, for the most part, been in compliance
with our proposal on vendor shipments. On shipments to the
Pacific, GSA said once the DSS support mission is transferred
toc region IX at Stockton al)l materiel will he shipped to
Sharpe, without unitization, using DSS system standards.

DOD cvoncurred in all our proposals to GSA and said
arrangements had been coordinated with GSA for the Army con-
solidation points to accept direct vendor shipments. (See app.
V.)

DOD agreed that DSA should preposition stocks at defense
depots near Army containerization points when possible. 1In
DOD's opinion, the concept of positioning DSA stocks at New
Cumberland and Sharpe should be considered in the cost bene-
fit analysis tchat GAO recommended in chapter 2, but DSA
should not be directed to implement tailored procedures in
support of DSS pending the cutcome of the study.

However, subsequent to receiving DOD's letter commenting
on our preliminary report, we learned that the Army and DSA
were proceeding with plans and actions to position DSA stocks
at New Cumberland to support DSS. The Army advised us that,
as of August 1976, a related memorandum of understanding had
been tendered by DSA and approval by the Army was pending,
and that 580 line items of defense electronics stocks were
already being reloca*ted to New Cumberland. These actions,
we were told, are proceeding ¢a the bases that (1) more
effective support will be provided, (2) several thousand
line items have been identified which are required in Europe
in sufficient quantities t¢ warrant stockage at New Cumber-
land, and (3) the New Cumberland depot has space available
to accommodate the stocks.

DOD concurred in our proposals concerning source pref~
erence tables and routing of shipments from attrition depots,
subject to the reservation cited above. -DOD said. the Army
.3 Freparing a proposed revision to the uniform military
standards which, if adopted, would align them with DSS OST
standards.

We agree that costly procedural changes should be in-

c}uded as part of the DSS cost henefit study rather than
directed arbitrarily. However, the routing of attrition
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shipments to consclidation points need not await the outcome
of the study: a simple routing code on the materiel release
order should accomplish this objective. Also high level
attention within DSA needs to be directed in the interim
toward the large numbers of cross-country &S shipments.

DSA should use all reasonable means at its diswosal to dis-
continue this practice.
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CHAPTER 6

DSS AIR SHIPMENTS TO KOKEA

SHOULD BE RERQUTED

DSS shipments have been made to Korea since February
1971. The Military Airlift Command (MAC) provides aerial
transportation for DSS as a part of its routine support of
DOD's logistics needs worldwide. The movement of DSS air
cargo into the Western Pacific area, including Koreca, is con-
trolled by the MAC 22nd Air Force at Travis Air Force Base,
California.

The Army currently offers all Korea-bound air cargo to

MAC at McChord Air Force Base, Washington, rather than at
Travis Air Force Base, which is much closer to the Sharpe
coutainerization point in California. This requires commer-—~
cial surface transportation from Sharpe Army Depot to Mc-
Chord, a distance of 755 miles, whereas Travis is only 55
miles from Sharpe. From June through November 1975, in-
transit time from Sharpe to McChord for Korea bound air cargo
averaged 7 days.

The practice of shipping DSS air cargo to McChord ¢z
sults from a quirk in MAC's system of establishing air chan-
nels. MAC's airlift service is provided over designated
channels established in response to the airlift requirement
of all services. The established channel to Korea is from
McChord Air Force Base. Although no channel is established
from Travis to Korea, separate channels exist from Travis
to Yokota, Japan, and from Yokota to Korea. Cargo currencly
moving to Korea from McChord is often transshippez at Yokota.

Army officials told us they had never requested MAC to
open a channel from Travis to Korea or investigated the pos-
sibility of shipping DSS cargo from Travis over existing
channels with transshipment at Yokota. At least theoreti-
cally, an air channel from Travis to Korea would be more
expensive because of the greater distance in air miles.

We founu, however, that adequate unused space is available
on existing flights using channels from Travis to accommo-
date the DSS materiel.

We initially identified an average of about 1 ton of
DSS carge shipped daily from Sharpe to McChord. MAC of-
ficials advised us that this amount of cargo could be accom-
modated on existing flights from Travis to Yokota with trans-
shipment to Korea. For a recent 8-month period, total Army
cargo shipped from Sharpe to McCnord for airlift to Kore=
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averaged 1-1/4 tons a day. Considering the space available
on existing flights from Travis tc Yokota, we believe the
total tonnage could be accommodated. Using this tonnage
data, we estimate that $35,000 in surface transportation
costs could be saved annually by shipping the materiel to
Travis rather than to McChord. Since much of the air cargo
is already transshipped at Yokota, and in view of the 7 days
average surface transit time, this move should also reduce
the total shipping time.

CONCLUSIONS

The movement of DSS cargo from Sharpe Army Depot to
Korea via McChord Air Force Base.is resulting in unnecessary
surface transportation expense and increased CST. Sufficient
capability exists to move all c.e Army's Korea-bound air cargo
via Travis.

RECOMMENDATION

We recommend that the Secretary of the Army make arrange-
ments with MAC to ship Korea-bound cargo from the Travis aer-
ial port rather than from McChord.

AGENCY COMMENTS

DOD agreed and said MAC had proposed to the Army a con-
cept to realign the MAC chann:2ls. (See app. V.) Under that
concept, DOD said, cargo will enter the MAC channel at the
closest aerial port, and Travis will be designated as the
closest aerial port for Sharpe's Korea-bound cargo.
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CHAPTER 7

SCOPE OF REVIEW

We evaluated the policies, procedures, and instructions
applicable to DSS and the actions taken to implement the
system for overseas customers. We also examined the policies,
procedures, and practices that DSA and GSA used in providing
support to DSS. We examined DSS only from the viewpoint of
a peacetime resupply system. The Army'’s ability to make the
transition to a wartime support role is the subject of another
review.

Our review included me’ :ings with agency officials at
all levels of activity; examination of pertinent regulationms,
records, reports, and other documents; and the testing of
reported data. Althougi our review examined data on all
segments of the supply pipeline, we did not do detailed work
at the Military Traffic Management Command or at the Military
Sealift Command.

We worked at the following activities.
Army:

Headquarters, Department of the Army
Headquarters, Army Materiel and Readiness Command,
Alexandria, Va.

Armament Command, Rock Island, Illinois

Aviation Systems Command, St. Louis, Missouri

Tank and Automotive Command, Warren, Michigan

Troop Support Command, St. Louis, Missouri

Letterkenny Army Depot, Pennsylvania

New Cumberland Army Depot, Pennsylvania

Tobyhanna Army Depot, Pennsylvania

Sharpe Army Depot, Sacramento, California

Eighth U.S. Army Korea and subordinate activities
7 U.8. Army, Europe and subordinate activitias

Air Force:
Military Airlift Command
Scott AFB, Bellville, Illino'~

22nd Air Force, Travis AFB, Zali:avsnia
McChord AFB, Tacoma, Washiuogcocn
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General Services Administration:

Headquarters, General Services Administration,
Washington, D.C.

Region II Headquarters, New York

Region X Headquarters, Auburn, Washington

GSA Depot, Belle Meade, New Jersey

GSA Depot, Raritan, New Jersey

GSA Depot, Stockton, California

(SA Depot, Auburn, Washington

Region IX Headquarters, San Francisco, California

Defense Supply Agency:

Headquarters, Defense Supply Agency, Cameron Statior,
Alexandria, Virginia

Defense Industrial Supply Center, Philadelphia,
Pennsylvania

Defense Psrsonnel Support Center, Philadelphia,
Pennsylvania

Defense Construction Supply Center, Columbus, Ohic

Defense Depot, Tracy, California

Defense Depot, Columbus, Ohio
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APPENDIX II -~ APPENDIX II

SHIPMENTS AND PERCENT OF SHIPMENTS FROM ARMY DEPOTS

TO EUROPEAN DIRECT SUPPORT UNITS

FOR 12 MONTHS ENDED NOVEMBER 1975

Depots Total Shipments Percentage
Theater Oriented Depots:
New Cumberland 145,529 44
Letterkenny 82,156 25
Tobyhanna 15,489 5
Total 243,174 74

Other Army Depots

East of the Mississippi River: .
Anniston 9,006 2
Lexington 5,828 2

Total 14,834 4
West of the Mississippi River:
Sharpe 10,954 3
Pueble 3,196 1
Red River 24,253 7
Sacramento 31,417 S
Tooele 5,076 2
Total 74,896 22
Total 332,904 100
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APPENDIX II APPENDIX II

SHIPMENTS AND PERCENT OF SHIPMENTS FROM ARMY DEFPQOTS TO

KOREAN DIR.CT SUPPORT UNITS

FOR 12 MONTHS ENDED NOVEMBER 1975

Depots Total Shipments Percentage
Theater Oriented Depots:
Sharpe 18,166 21
Sacramento 36,764 43
Total 54,930 . 64

Cther Army Depots

West of the Mississippi River:

Pueblo 1,718 2
Red River 6,742 8
Tooele 4,500 5

Total 12,960 15

East of the Mississippi River:

New Cumberiand 7,628 9
Anniston 1,058 1
Letterkenny 2,553 3
Lexington 3,447 4
Tobyhanna 3,403 4

Total 18,089 21

Total 85,979 100
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APPENDIX III APPENDIX III

PERCENTAGE OF MATERIEL ORDERS FILLED FROM
THEATER-ORIENTED DEPOTS DURINS CALENDAR
YEAR 1974 BY ARMAMENT COMRAND
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APPENDIX 1V APPENDIX IV

SHIPMENTS AND PERCENT OF SHIPMENTS FROM DSA DEPOTS

THROUGH DSS TO EUROPEAN DIRECT SUPPORT UNITS

FOR 12 MONTHS ENDED NOVEMBER 1975

DSA Depots Total Shipments Percentage
East of the Mississippi River:
Mechanicsburg 36,367 9
Columbus 131,313 31
Daytoa 75,291 18
Memphis 45,9490 11
Richmond 62,052 15
Norfolk 4,491 1l
Total 355,454 85
West of the Mississippi River:
Tracy 8,095 2
Ogden 52,055 12
Oakland . 2,481 1
Total 62,631 15
Total 418,085 100
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APPENDIX IV ' APPENDIX IV

SHIPMENTS AND PERCENT OF SHIPMENTS FROM DSA DEPOTS

THROUGH DSS TO KOREAN DIRECT SUPPORT UNITS

FOR 12 MONTHS ENDED NOVEMBER 1975

DSA Depots Total Shipments Percentage
East of the Mississippi River:
Mechanicsburg 2,513 2
Columbus 10,925 9
Dayton 4,975 4
Memphis 6,195 5
Richmond 10,473 9
Norfolk 604 2.5
Total 35,685 29.5
West of the Mississippi River: '
Tracy 13,881 12
Ogden 65,894 56
Oakland 3,015 2.5
Total 82,790 7G6.5
Total 118,475 100
7~
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APPENDIX V ' APPENDIX V

ASSISTANT SECRETARY OF DEFENSE
WASHINGTON, D.C. 20301

23 JUR 1976

Mr, Fred J. Shafer
Director, Logistics and
Communications Division
General Accounting Office
Washingt-m, D. ¢ 20548

Dear Mr. l.afer:

This is in responte to your letter of April i, 1976 forwarding General
Accounting Office Draft Report entitled "Need to Increase the Effective-
ness of the Army's Direct Support System” (OSD Case #4037-A).

We have reviewed the Draft Repor’. and agree with the findings, conclusioms,
and recomrendations, with mino: exceptions. Our comments, keyed to
specific recommendations, are cet forth in the enclosure hereto.

We appraciate the opportunity to comment on this Report in draft form.

Sincerely,

a\\%’/iﬂ([ r4d

HN J. ECNNETT
Principal Deputy Assistant Sccretary of Defenss
"« {inatallations and Logistics) -
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APPENDIX V APPENDIX V

DEPARTMENT OF DEFEMSE COMMENTS
ON
GAO PRAFT REPORT
‘DATED APRIL 1, 1976

“REED TO INCREASE THE EFFECTIVENESS OF THE
ARMY'S DIRECT SUPPORT SYSTEM" (OSD CASE £4037-A)

GAO Recommendation:

We rccommend that the Secretary of the Army:

=-- Begin developing information tc compare costs of supporting the
Direct Support System (DSS) overseas, including additional costs
to the Defense Supply Agency (DSA) and the General Services
Administration (GSA), with the benefits derived therefrom; and

—- Determine f DSS is cost effective and if not whether improve--
ments can be made which will increasc the benefits over the
costs to obtain them.

Dol Comment:

Concur. An initial DSS cost analysis was made by the Department of
the Army (DA) in early 1972 short.y after the DSS test was initiated.
This analysis indicated that projected savings thruugh I'Y 75 more than
offset projected costs for the CONUS base. As 7z result DSS was extended
and accepted as the Army Standz :d Supply Distribution System. The
original cos*. analysis is now being updated. The Deputy Chief af Staff
for Lopgistics YDCSLOG) has provided the Army Materiel & Rcadiness Command
(DARCOM) more iuclusive guidance for including-cost cffective analysis
in future in-process reviews of DSS.

GAQ Recommendation:

--Ensure that procedures for initial stock pesitioning provide for
stocks to be distributed to appropriate dec.ots based on the latest
customer demand information, a2nd that inventory managers be
required to justify any decisions to override this procedure.

DoD Comment :
2o ot

Concur. Comtinued monitorship of each Army commodity command's
distribution effectiveness and depot receipts is being accomplished to
ensure that vresent sistems and procedurcs are adequate._ Current
procedures ¥ quire nev procurcments to be directed into the distribution
depots bas~d on Lie latest customer demand data as detcrmined in a supply
control study. Another essential factor that was aot previously considered
in stock positioning was the net asset position of stock in the distribution
depois. A Commodity Comeand Stundard Systca (CCSS or ALFHA) program chamge
19 currently under dovelopment to direct new procurements into the
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appropriate distiibution depot's geographic support area plus the net
agse’ position of stocks. This change is targeted for implementation in
the first quarter FY 77. Imnstructions are alsc being provided by the
Army to their coumodity commands requiring item managers to justify any
deviations from the stock positioning procedures established by Army - _.

Headquarters.

GAO Recommendation:

==~ Direct that the exi:-ring policies on inter~depot transfers be
implemented and that whenever possible the procedures be automated.

DoD Comment: . .

Concur. In December 1975 the Army Mational Inventory Control Points
(NICPs) were directed to initiate positive action to bulk relocate
Europe's top 90 percent high-demand lines into New Cumberland Army Depot.
In March 1976 Army commodity commands were directed to bulk relocate
stocks Into Sharpe Army Depot. These instructions lifted previous
restrictions on bulk relocsiions which were instituted during the initial
ixpleme 1itation of the Army‘'s Revised Distribution Plan. During the initial

iepentation of the distribution plan, stocks were attrited from non-
distribution depots and new procurement positioned in the distribution
depots based on customer demands. Upon completion of actions to properly
position stock from new procurement in the distribution depots, the need
to make further iater-depot transfers of stock 2nd automate inter-depot
transfer procedures will be minimized. :

GAD- Recommendation:

- - Direct that in event of depot closures active stocks be transferred
iv bulk shipments to appropriate depots unless the closing depot is
in the immediate vicinity of a theater-oriented depot or container-
ization point.

DoD Comment:

Concur. In the event of depot closu. es cr when depots lose their
supply distribution mission, bulk transrars of active stocks have been
:1rected by Army Headquarters and this olicy will be continued in the

uture.

GAD Recomehdation:

~= Ensure that systems for screening depot stocks are programmed to
(1) first search depots in the appropriate theater-oriented depot
complex, then the remaining dupots in the order of their geographic
proximity to the containerizar:ion point; )

[See GAO note p. 58.]
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Dol Position:

(1) Concur in the recommendation to first search the appropriate
distribution depots {(theater-criented depot) in the long term. During
the phase-in of the Arumy distribution plan, these depots (attrite depots)
losing their supply distribution wmission werce scarched first to assist
in removing malpositionad stock when valid fizld requircments existed.
Once 21l the stock 1s removed from the nondistribution depots via
attrition and inter-dcpot transfers, the CCSS will searcnn the appro-
priate distribution depot first and then the remaining depots in order
of their proximity to the containerization point. The CCSS has been
implemented in five of the Army's commodity commands and is targeted for
implementation in the remaining commodity command in the second quarter
FY 77,

[See GAO note p. 58.]

GAO Recommendation:

== Although measures are being taken in Europe to reducec the DSS
depot safety level, such actions are not sufficient in view of the
gains to be achieved by eliminaring them. We recommend, thevefare,
that the Secretary of the Army direct that the 30-day safery level
of about $4.25 million be eliminated.

DoD Copment:

Concur. In the plans for the future logistics support of Europe
(MODLOG 77) the Eurnne depot.safety level will be eliminated. This action
is targeted for implementation in FY 77. Im conjunction with this effor:
a limited 30-day safety lcvel of essential items (i.e., Not Operat ionally
Ready-Supply (NORS) items causing equipient down -time) will be mainctained
by the theater Corps Support Commands for cmergeacy requirenents, — -
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GAO necommendation:

=~ GSA - Direct the New York Region to ship all materiel for DSS
Furope to the Army's New Cumberland consolidation/containerization
point except for individual shipments that comprise a container

load.

DoD Comment:

This is consistent with the DSS concept.

GAO Recommendatic:: .

~- GSA - Direct all regions to provide in vendor purchase actions
for overseas DSS requisitioner that materie? be delivercd to the
appropriate Army consolidation point except for individual ship-
ments that comprise a container load, and require follow-up to
ensure compliance.

DoD Comment:

Concur in General Accounting Office (GAO) recommendation to GSA.
Prior arrangements have been coordinated with GSA for the Army conselida-
tion points to accept %SA direct vendor shipments.

GAD Recommendation:

-— GSA - Transfer GSA's support of DSS in the Pacific from the Aubuin
Depot to the Stockton Depot in Region IX and direct Region IX to
ship &1l materiel for Pacific DSS customers to the DSS consolida-
tion point.

DoD Comment

Concur in GAO recommendation to GSA.

GAO Recommendation:

-~ DSA ~ Preposition stocks at DPefense Depots mear the Army
containerization points, or where this is not feasible, arrange
to position fast moving items, designated by the Army, at Army

. theater-oriented depots.

DoD-Comnenf:

Concur, with reseivations. The Army and DSA are presently evaluating
a plan to position fast moving items in Army distribution depots. — Since
the Army has not yelL completed the cost benefit amalysis recommended by
Chapter 2 of the GAC Draft Report, it appears premature to direct the
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DSA implementation of tailored proccdures in support of Army DSS. The
required tailored procedures would include a separate availability edit,
diffcrent processing standards, and reallgnment of stock positioning from
that usced by Defense Supply Centers in support of other Military Services'
requisitioners. These factors must be considered in the cost benefit
analysis in order to assess accurately the practicability of this
recommendation.

GAOD Recommendation:

-- DSA - Develop source preference tables for use with DSS requisitions
to ersure that >cks at depots necarest the appropriate Army
containerization points are scarched first.

DoD Comment :

Concur, with the reservations cited in the previous comment.

GAQ Recommendation:

—- DSA -~ Develop and implement proceduress to censure that items shipped
from DSA attrition stocks at Military Service denots are sent to
the Army's containerization points unless they comprise a full
container load.

DoD Couvment:

Concur, with reservations previously cited.

GAN Recommendation:

== DSA - Develop procedures to recognize the Order and Shipping Time
(0ST) standards establiched by the Army as cthe DSS objective for
low priovity requisitions and give priozity to meeting those
objectives to the extent possible without adversely affecting
processing of higher priority requisitiomns.

DoD) Comment:

. Concur, with reservations previously cited. Army is currently
anelyzine and staffing a proposed revision to the Unifcrm Materiel Movement
and Yzsue Priority System (UMMIPS) standards based on DSS performance. If
adopted this would align UMMIPS and DSS OST standards.

GAO Recommendation:

—~ We recommend the Secretary of the Army make arrangement with the
Military Airlift Command (MAC) to ship Korea-~bound cargo from the _
Travis aerial port rather than frcm McChord.
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DoD Comment:

Concur. MAC proposed to the Army a comncept to realign the MAC
chazmels. Under this cons=3t zarpo will enter the MAC channel at the

closest zerial port, ard [rzvis will be desipnated as the closest aerial
sort for ¥nrea carpo shipoed from Sharpe.

GAQ note: Deleted material relates to data in our draft

which has been revised in this final report to
rzflect DOD comments.
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UNITED STATES OF AMERICA

GENERAL SERVICES ADMINISTRATION
WASHINGTON, DC 20403

June 11, 1976

Honorable Elmer B, Staats

Comptroller General of .the United States

General Accounting Office

Washington,. DC 20548

Dear Mr. Staats:

Thank you for your letter of April 1, 1976, transmitting
your draft report on the "Need to Increase the Effectiveness

of the Ammy's Direct Support System."

We have reviewed the Chapter 5 of the above-referenced
report which was directed to GSA and DSA., Our commonts
to the three recommendations made to GSA are contained

in the enclosure,

%We appreciate your giving us an opportunity to comment
on the draft report. Please let us know if you need
any additional data.

Sincerely,

_——’;7_———_-?12: ‘hu<= ‘

TE AMBERS
Deputy Administrator

Enclosure

Kezp Freedom £ YoicrFuture With U.S. Sevings Bonds
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GSA comments toc General Accounting Office draft report
entitled "Jeed to Increase the Effectiveness of the Army's

Direct Support System"

RECOMME!NDATION:

We recomm2nd that the‘Administrator of GSA

~~Direct the New York region to ship all materiel
for DSS Europe to the Army's New Cumberland comsclidation/
containerization point except for indjividual shipments
that comprise a container load.

COMMENT:

We concur in the recommendation. Instructions have been
issued to our New York region to process all Army DSS
requisitions for Europe utilizing the DSS system standards
and objectives. This will eliminate the long hold time

at Kew York alluded to on page 39 of the report. Our
objective will now be to ship to the CCP at New Cumberland
8 days after the requisition is registered on our bhistory
file. Should our New York region successfully accumulate
enough material within this 8 day time frame to outload

a full seavaa container, shipment will be made direct

to the Military Ocean Terminal, as provided for in your
recommendation.

RECOIRIENDATION:

==Direct all regions to provide in vendor purchase
actions for overseas ISS requisitioners tkhat materiel
be delivered to the appropriate Aramy consolidation point
except for individual shipments that comprise a container
load, and require followup action to ensure compliance.

COMMENT :

¥e cencur in the recommendation. We selected at raandom,
230 direct delivery purchase orders aad reviewed the
destinations to which material was shipped from vendors
plants. The results of this review revealed:

80% Shipped direct from venior to Army DSS CCP's
at Sharpe, New Cumberland or Red River.

20% Shipped from vendor as full seavan container
lozds direct to Military Ccean Terminals,

g% Shipped to GSA Export Packing Facility.

Enclosure
-5/21/76
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Although the statistics cited above reflect a small sample,
we have for the most part been in compliance with the
recommendation,

RECOMMENDATION: _

--Transfer GSA's support of DSS in the Pacific from
the Avburn Depot to the Stockton Depot in Region IX and
direct Region IX to ship all materiel for Pacific DSS
customers to the DSS consolidation point,

. COMMENT @

We concur with the recommendation,

We estimate that the transfer of DSS support mission to

Region 9 will cause reduction of positions at Auburn.,

We also need to review the impact on Regior 9 to identify what
additional resources may be required at the Stockton

facility to handle the increased shipping volume,

In addition to the realignment of resources, we must ensure
that inventory is on hand at our Storkton facility to support
this added mission prior to announcement of the effective date.

The study is now underway to identify resources and additional
requirements for inventory at Stockton. Upon completion of
the study, we will implement the recommendation contaized in
the draft report. When implemented, we will ship all material
for Army DSS to the CCP at Sharpe without unitization, using
the DSS system standards.
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APPENDIX VII

PRINCIPAL OFFICIALS RESPONSIBLE FOR

ACTIVITIES DISCUSSED IN THIS REPORT

_Tenure of office

From To
DEPARTMENT OF DEFENSE
SECRETARY OF DEFENSE:
Donald Rumsfeld Nov. 1475 Present
James R, Schlesinger July 1972 Nov. 1975
William P. Clements, Jr.

(acting) Apr. 1973 July 1973
Elliot L. Richardson Jan. 1973 Apr. 1973
Melvin R, Laird Jan. 1969 Jan. 1973

DEPUTY SECRETARY OF DEFENSE:
William P. Clements, Jr. Jan. 1973 Present
Kenneth Rush Feb., 1972 Jan. 1973
ASSISTANT SECRETARY OF DEFENSE
(INSTALLATIONS AND LOGISTICS;:
Frank A, Shrontz Feb. 1976 Present
John J. Bennett (acting) Apr. 1975 Feb. 1976
Arthur I. Mendolia Apr. 1973 Mar. 1975
Hugh McCullough (acting) Jan. 1973 Apr. 1973
Barry J, Shillito Feb. 1969 Jan. 1973
DIRECTOR, DEPENSE SUPPLY AGENCY:
Lt. General W. W. Vaughan Dec. 1975 Present
Lt. General Wallace H.
Robinson, Jr. Aug. 1971 Dec. 1975
DEPARTMENT OF THE ARMY
SECRETARY OF THE ARMY:
Martin R. Hoffmann Aug. 1975 Present
Norman R. Augqustine (acting) July 1975 Aug. 1975
Howard H. Callaway May 1973 July 1975
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_Tenure of office

From
ASSISTANT LECRETARY OF THE ARMY
(INSTALTATIONS AND LOGISTICS):
Harold R. Browman Oct. 1974
Edwin Greiner Aug. 1974
Eugene E. Berg Nov. 1973
vincent P. Huggard (acting) Apr. 1973
Dudley C. Mecum Oct. 1971

DEPARTMENT OF THE AIR FPORCE

SECRETARY OF THE AIR FORCE:

Thomas C. Reed . ) Jan. 1976
James W. Plummer (acting) Nov. 1975
John L. McLucas June 1973
Dr. Robert C. Seamans, Jr. Jan 1968

COMMANDER MILITARY AIRLIFT COMMAND:
General Paul K. Carlton Sept. 1972

GENERAL SERVICES ADMINISTRATION

ADMINISTRATOR,- GERERAL SERVICES

ADMINISTRATION:
Jack Eckerd Nov. 1975
Dwight A. Ink (acting) Oct. 1975
Arthur F. Sampson June 1972
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Oct. 1974
July 1974
Nov. 1973
Apr. 1973
Present

Jan. 1976
Nov. 1975
May 1973
Present

Present

Nov. 1975
Oct. 1975
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01736 - {20100012]

Probless and Progress in Holding Tiselier Hearinys for
Disability Claimants. BRD-76-173; B-164031(8) . October 1, 1976.
Beleased October 6, 1976. 33 pp.

Report to Rep. Charles A. ¥rosher; Rep. Ken Hechler; by Robert F.
Keller, Acting Comptrcller General.

1ssue Area: Income Security Programs: Bligibility Determination
(1301} ; Personnel Management and Compensation (300).

Contact: Human Besources Div.

Budget Punction: Income Security: General Retirement amnd
Disability Insurance (601); Income Security: Public
Assistance and Other Xncoame Supplements (604).

organization Concerned: Social Security Administration;
Department of Health, Bducation, and Welfare; Civil Service
Cosaission.

Congressional Relevance: Rep. Charles A. Mosher; Rep. Ken
Hechler.

Authority: Social Security Act (42 U.S.C. 401 et seq.; 42 0.S.C.
1381 et seq.). Adainistrative Procedures Act of 1986 (P.L.
79-40%, a3 amended; 5 G.S.C. 551 ot seq.; 5 U.S.C. 3185; S
T.5.Cs 7521). H.R. 81 (9ﬁth Cong.): H. Bept. 94-~-78.

An exanmination vas made of delays of ap to 17 months in
hearings cn appeals for social security disatility beuefits.
Backliogs result from sloy action in forwarding of claimants?
files, delays in judiciazl assignments and transfers, slcw
response froa medical facilities, and inefficient use of
personnel. Greater loads result froa failure of State zgencies
to explain denials to claimants and froa inconsistencies in
applying criteria. Pindings: The Social Security Administration
is attempting to reduce the backlog by increasing law judge
prodoctivity, streamlining personnel procedures, and requesting
State agencies to review ceses and contact claimants,
Conclusions: There is no simple sclution to hearing delays. The
90-day goal on hearing requests depends on reducing backlogs and
improved processing precedures. Recommendations: Assure that
State agencies have procedures for inforxing claimants, assure
aniformity of criteria, ideatify problems, and ilp:ove judicial
and personnel procedures. (HTH)






