 MRM #10 Integrated Product Team Minutes

The MRM 10 Steering Group met on February 10 and 11, 1999, at DCMC Headquarters.  

The following members were in attendance:


Ella E. Studer, HQ DCMC-OG


Lt Col Karen E. Osborn, HQ DCMC-OG


Larry Shields, DCMDW-OG


Duane Rice, DLSC-LEQ


Mark Young, DCMDI-O


Calvin Garner, SAF/AQRE


Dennis Magnan, DCMDE-OOG


Steve Dilizio, DPSC-OMPT


Kevin Null, HQ AFMC/ENPM


Ralph Riddle, DSCR-RZS


Vito Curci, NAVICP-PHL


Charles LeBold, DISC-AESS

The following nonmembers were in attendance:


Dick Kane, HQ DCMC-OG

Mike Shields, DLSC-LEQ

Lt Col Howard Gans, HQ AFMC/ENPM

Gloria Walker, DSCR-RZS

PURPOSE:  Review data that has been collected to date, discuss proposed Certificate of Conformance clause, develop experiments to be used to establish supplier excellence vs parts inspection.

AGENDA:  Brainstorming and open floor discussion.

ACTION ITEMS:
1. Considering adding a contracting policy person to our IPT.

2.  FMS – Get FMS issue raised to appropriate level for resolution.  DLSC raised issue of: for FMS shipments, if contract states FOB origin, must DCMC QAR certify invoices in order to pay? Check FMS requirement for GSI; could it be just acceptance vice inspection?  OPRs: Duane Rice and Larry Shields. (Lt Col Osborn provided the name of a DFAS representative, Steve Frisch, (614)693-7929, sfrisch@columbus.dfas.mil, who may be able to assist in resolving this issue).

3.  Mark Young will talk with AIA re getting a QA representative into the AIA quality group.  

4.  Draft proposed experiments.

5. Lt Col Osborn will provide copies of the Oct 2, 1998, Oliver memo, subject: Streamlined Payment Practices for Awards/Orders Valued at or Below the Micro-Purchase Threshold, to IPT members. (Done—mailed/faxed on Feb 26, 1999).

Ms Studer welcomed the MRM #10 IPT members, introduced Lt Col Osborn, and turned the conference over to her.

Lt Col Osborn welcomed the MRM #10 IPT members.  She stated that Maj Gen Malishenko wanted to address the team, but that he was out of country. Gen Malishenko had requested that the team stress two follow-on issues: the end-to-end business process from beginning of a procurement to its closeout, and his intent to focus on contracts <$25,000 in the future.

Lt Col Osborn reminded the team members that the next quarterly report, for which input is due to her by April 10, would be the final reporting of NSN reductions. She emphasized that input should include a summary of all data, metrics, and how each Military Department/DLSC has institutionalized the requirements of MRM #10. She stated that the final report must describe what measures have been incorporated by agencies to ensure unnecessary Government Source Inspection does not creep back into contracts in the future. The DLSC and Air Force team members stated that they intended to continue collecting data for the foreseeable future.

Ms Studer stated that Lt Col Osborn would likely be leading a DCMC small dollar study to five or six DCMC locations to look at how DCMC adds value to contracts.  This may help us to eliminate non-value added CAS, including source inspection.

Ms Studer pointed out that the Oliver Memorandum required use of the purchase card for all purchases/orders of $2,500 or less. Some IPT members had not seen the memo, so she stated she would get them a copy (mailed to DLSC and all Military Departments Feb 26).

Lt Col Osborn reminded the team members that MRM #10's top-level metric was to accelerate acquisition reform by applying commercial process and processes.

Mr. Rice brought up the issue of FMS shipments; if the contract requires FOB origin, must the DCMC QAR certify invoices in order to pay? He mentioned that if FMS GSI is required, perhaps the DLA Centers could issue a QALI that states "perform kind, count and condition" only. Mr. Rice also mentioned that DLSC could send out a form letter QALI requiring kind, count, and condition.

Ms Studer/Lt Col Osborn provided DLSC and each Military Department (sent electronically to absent members) with a zip disk containing information from the Shared Data Warehouse.  The disk listed, by DLSC/Military Department, every purchase less than $25,000 since 1 October. She advised the team members that the information was for use as they saw fit in their efforts to eliminate unnecessary source inspection.

The team discussed and it was agreed that all requests for removal of source inspection should be referred to the appropriate MRM #10 IPT member when no response or a non-responsive response was received from the PCO. 

The draft Certificate of Conformance clause, which had been sent out to all IPT members in advance of the conference, was discussed.  The original plan was that the group work together to rewrite the draft clause.  DLSC, the Navy and the Air Force (and the Army via email) all indicated they were opposed to the clause in any form.  They all indicated they were concerned QARs would not be able to differentiate between critical and non-critical, complex and non-complex, items.  There was concern regarding the perception that the customer desires for specific GSI activities will not be honored. DLSC, the Navy and the Air Force felt it should be their decision, not the QAR's, to determine when GSI should be performed.  When they apply GSI without the CoC clause, they would expect DCMC QARs to be in plant to perform the required surveillance activities. Ms Studer stated that the intent was that the clause would be included in all solicitations and contracts for supplies and services of $100,000 and under, and all solicitations and contracts for supplies and services in excess of $100,000 when the conditions in 46.504 applied, but would only be invoked as appropriate. We in DoD are being directed to look outside our comfort zones to find ways to incorporate commercial practices into the acquisition process. Discussion of the draft clause was tabled due to strong opposition by DLSC, the Navy and the Air Force MRM #10 IPT representatives.

Mr. Mike Shields provided a presentation on how the Inventory Control Points are using Product Receipt Inventory Control Point Depot Evaluation (PRIDE) to target items which have a high potential for failure. It provides product verification as the item is shipped from the plant to the depot. The labs pull and examine these items.  The main focus is for certain groups of items for which DLSC wants to verify condition before acceptance.  DLSC hopes to save money by decreasing internal failures.  Within the next year or so, DLSC will be able to take over all its source inspected items.

Mr. Rice stated that the corporate contracts at the ICPs require one-for-one replacement within 24 hours for nonconforming items.

Mr. Dilizio discussed first article testing in the DSCP textile arena.

The importance of heavily weighting past performance in the evaluation criteria of every solicitation was discussed at length.  DCMC needs to be very involved during the early stages of source selections to ensure past performance receives renewed emphasis. A consolidated DoD past performance database which is currently being developed should improve this area.  Currently, every military department, and frequently every command within a military department, has its own past performance database.

It was agreed that examining NSNs to eliminate unnecessary source inspection was a great effort, but that it is now time to develop an overarching strategy to further refine DoD policies and procedures regarding Government Source Inspection. Using the DCMC Investment Goal 2.2.4 as a starting point, the IPT then brainstormed possible reinvention labs. The experiments would be designed to test promising alternatives to traditional DoD supplier quality assurance by implementing experiments, collecting cost and performance data, analyzing the results, and providing closing recommendations to the Undersecretary for Defense (Acquisition and Technology). Mr. Dick Kane explained the proposed Investment Goal 2.2.4 experiments.

Brainstorming resulted in the following initial list of experiment opportunities:

-Product Receipt Inventory Control Point Depot Evaluation (PRIDE). This is a DLA approach to eliminate unnecessary Government Source Inspection through increased emphasis on inspection at destination via sample testing.  This initiative is already underway and is considered to be in its infancy stage.

-Participate and rely upon second and third party Quality System Approvals: This would be a DCMC-led approach that would allow participation in second and third party quality system reviews that are conducted by private industry and/or private industry/Government organizations.

-Funding for lab tests: This is a standing offer from DLSC.  The military departments would do lab tests.  The Army has done a good job in this area.

-Conduct a study of small dollar contracts to determine where DCMC does and does not add value.

-Second and third party contractor qualifications. Mr. Mark Young will investigate this area.

-Contracting out services. Mr. Larry Shields will talk with Capt Noonan in DLSC, who is handling the contracting out of the DLSC DRMO and depot.

-Supplier Development (preaward): QPL/QML.

-Cross Sharing Data.

-High Expertise Contracts: DLSC would investigate the feasibility of transferring such contracts from DCMC to DLSC.

From the above, the MRM #10 IPT agreed to proceed with the following potential experiments:

-Product Receipt Inventory Control Point Depot Evaluation (PRIDE): This is a DLA approach to eliminating unnecessary government source inspection through increased emphasis on inspection at destination via sample testing.  This initiative is already underway and is considered to be in its infancy.  However, if the concept proves out, significant elimination of government source inspection could be realized.  DLSC has the lead on preparing an experiment plan to accommodate this activity.  This experiment is considered to be high priority and warrants a plan that specifies immediate action.

-Participate and rely upon second and third party Quality System Approvals: This experiment will allow the participation in second and third party quality system reviews that are conducted by private industry and/or industry/Government organizations. Participation in these activities will "proof" the process, as well as provide buy-in from DCMC in determining the acceptability of quality systems.  Subsequent to this "proofing" process, DCMC will consider the potential to utilize this supplier industry practice as a means of reducing the need for the currently required Quality System Evaluations (QSE) performed by DCMC.  Although the QSE activity is not a significant resource driver for DCMC, this practice will allow DCMC to utilize an industry-accepted practice. A by-product of this experiment will be the potential to allow for a cross sharing of supplier information between Government and industry. Contractor "qualification by DCMC" may be another benefit that can be gained by using the System Approvals and data sharing techniques identified above.  DCMC has the lead to develop a plan to implement this experiment.  Priority is rated as high and should be administered accordingly.

-Contracting Out DCMC Quality Assurance Services: There are locations within DCMC CAOs where it is difficult to recruit and maintain qualified DCMC Quality Assurance personnel. Additionally, there are remote locations that require periodic DCMC involvement in lieu of continuous oversight.  The purpose of this experiment is to measure the adequacy and efficiency of outsourcing DCMC activities at these locations.  DCMC ahs the lead to develop a plan to test this experiment.  Priority is rated as lower; this proposed experiment will be pursued at a later date.

High Expertise Contracts: There are certain commodities/products in which DLSC has established and maintained a high level of expertise.  Some examples are clothing and textiles.  In most DLSC performs the necessary contractor "qualification", including First Article Inspections.  DLSC utilizes trained "tailors" that are capable of establishing requirements, determining contractor capabilities, and evaluating First Article.  This proposed experiment would allow DLSC to perform the "acceptance" portion of the contract, utilizing these trained personnel. DLSC has the lead to develop the experiment plan.  The priority of this proposed experiment is identified as lower, so it will be pursued at a later date. It is possible the solution to this issue lies in contracting out quality assurance for such commodities. 

Conduct a study of small dollar contracts to determine where DCMC does/does not add value and where there are opportunities to eliminate Government Source Inspection. This proposed experiment would allow DCMC to better focus its resources for greater value.

DCMC has the lead to develop a plan and conduct this experiment at DCMC locations. This is a high priority experiment which will be developed immediately.

Supplier Development: Andersen Consulting identified supplier development as a gap that exists between Government and private industry practices.  Typically, industry spends a significant amount of time in developing a prospective supplier versus using great post-award quality assurance oversight efforts.  As a result, many companies have been able to reduce or eliminate source and receiving inspections.  To accommodate this change, it is anticipated that exceptions to existing contracting practices contained in the DFAR will need to be approved.  The purpose of this experiment is to determine if a reduction in DCMC quality assurance efforts can take place as a result of this industry practice. DCMC has the lead to develop the plan for this experiment.  The priority of this proposed experiment is identified as low and will be pursued at a later date.

The MRM #10 IPT adjourned on Feb 11, 1999.

KAREN E. OSBORN, Lt Col, USAF

Dep Dir for Contractor Excellence

