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MEMORANDUM FOR DISTRIBUTION





Subject:  Minutes from the Joint Military Services, FAA and DLA Quality Day Conference, for April 22-23, 1997








   We extend our appreciation to all Quality Day Conference attendees (Attachment 1) for their participation which directly contributed to a very successful meeting.  We also wish to extend our appreciation to our customers who attended the conference (Military Services and the FAA) for sharing with us their perspective on how well the products and services provided by DLA are measuring up to their expectations. 





   WELCOME and OPENING REMARKS:  Mr. Ron Bayless (DSCC-V), Quality Day coordinator/facilitator, brought the meeting to order.  Ms. Barnett (DSCC Deputy Commander) opened the meeting by welcoming all attendees, particularly the Army, Navy and FAA who are the Defense Supply Centers’ (DSC) customers.  Ms. Jill Pettibone (DLA-AQO) added to the opening remarks by discussing some of the initiatives the Defense Contract Management Command (DCMC) is working for DoD.  One of the initiatives is designed to bring the customers into the quality issues through the Management Council.  The Council meets at the contractor’s facility and is made up of the Contractor, DCMC, Defense Contract Audit Agency (DCAA) and the Customer.  The Management Council is beginning to evolve to include contractor performance issues, and is being extended to smaller contractors.  Single Process Initiative (SPI) is another major initiative which impacts on quality requirements by allowing the contractor to establish a single quality system.  DCMC is trying to push for SPIs that generate savings, and their efforts are also moving toward the smaller companies.  A test program is beginning to establish alternative methods for disposing of hazardous material which is being funded by the Joint Group on Acquisition Pollution Prevention.  DCMC also sponsored the Smaller Dollar Contracts Study that investigated the reasons for DCMC administration and specifically focused on the need for source inspection.  For some small dollar contracts, the DFAS fee for processing the invoice is more than the actual cost of the item.  DCMC initiated a Systems Change Request (SCR) to allow contracts administered in MOCAS to be paid by SAMMS as Other Disbursing Office contracts.  DCMC is also testing the use of credit cards to streamline the payment mechanism for contracts administered under $2,500.





   BRIEFINGS and DISCUSSIONS:  The introduction and opening was followed by the presentation of agenda topics: 





    a.  Smaller Dollar Contracts.  Mr. Maurice Poulin (DLA-AQOB) briefed the preliminary results of the Internal DCMC Smaller Dollar Contracts study.  DoD established a Process Action Team (PAT), chaired by DCMC, to conduct a study of smaller dollar contacts and focus on how DCMC adds value.  DCMC administers 11,000 low value contracts; i.e., under $2,500, and many under $100.  The DFAS fee for paying a contractor’s invoice creates some of the DoD concern:  If they pay through MOCAS (source inspection), it costs $93.13 versus $18.74 through SAMMS (destination inspection).  Approximately 100,000 yearly DLA awards are less than $5,000 which leaves a potential savings of $5 million.  The DCMC study examined and collected data on 861 closed DLA contracts and will forward the ACCESS database for the DSCs’ review.  The preliminary findings suggest DSCs should communicate why an item has been coded critical and needs inspection.  The critical designation is a factor in driving DCMC source inspection.  Also, higher-level contract requirements should not be the sole reason for requiring source inspection.  These preliminary findings have been forwarded to the DoD PAT for inclusion in their study.





	1.  Action Item:





Continue the Small Dollar Contract Study (DCMC-AQO).





      (b)  Transmit ACCESS database containing the results of the 861 awards electronically to DSCs (DLA-AQO) (complete 5/12/97 - sent to Mike Deslippe, DCMC Liaison, DSCC).





(c)  Using the ACCESS database, review reasons for establishing source inspection (DSCs).





      (d)  Consider providing individuals for participation on DoD Process Action Team for source inspection (DSCs).





   b.  Consolidating Discrepancy Reporting Forms.  Mr. Duane Rice (DLA-MMLXQ) briefed an action item from the last Quality Day (Ref. a.1.[a]) to look into the possibility of developing one single discrepancy reporting form by consolidating the SF 364 and SF 368.  A number of previous consolidation attempts have been made since April 1982 reaching the same conclusion:  different information is required on each form, different customers use the forms, different functions process the reports, and forms serve different purposes.  Other considerations: resistance from some process owners, resistance from customers, Public Law would have to be changed, and GSA is responsible for controlling the forms.  It was concluded that consolidating SF 364 and SF 368 would not be effective, and other considerations prevent implementation.  Mr. Rice recommended the elimination of the forms through implementation of the DoD Discrepancy Reporting System (DRS).  Action is considered complete.





   c.  Deficiency Reporting System (DRS).  Ms. Muriel E. Davis (JLSC-MMA) discussed the current status of the DoD initiative to establish a computer based DoD wide customer complaint system.  The system is an Oracle relational database that was established to automate complaint reporting and status for Report of Discrepancies, Product Quality Deficiency Reports and Transportation Discrepancy Reports.  DRS will provide quality history/trend analysis, reduce material handling cost by faster processing, provide global tracking of deficient/discrepant materiel, and provide an on-line report status capability.  The system programming has been completed and is currently being tested by the Army (MICOM), and is ready to be tested by DLA when JLSC receives final DLA authorization.  JLSC still has sufficient FY96 funds which will allow DLA to test the program.  Ms. Davis returned the second day of the conference and gave an on-line demonstration.  The future of DRS is still uncertain as there may not be sufficient support to establish a stand alone program; however, there is the possibility of establishing the system on the Internet.  





1.  Action Items:





            (a)  Obtain position of Maj Gen Drewes, USAF, on DRS evaluation and deployment (DLA-AQOG).





            (b)  Check cost and feasibility of putting DRS on Internet (DLA-MMSLS).





            (c)  Hold meeting to determine DLA future actions with DRS (DLA-MMSLS).





            (d)  Check the functionality of DRS for DCMC and for DLA DSCs (DLA-MMSLS).





   d.  DLA Quality Assurance Information for DoD Deskbook.  Mr. Walter Lugosky (DLA- MMLXQ) briefed an action item from the last Quality Day (Ref. c.1.) to provide DLA quality policy to be input into the DoD Deskbook.  The preliminary actions of establishing communications, developing procedures and passing information have been accomplished.  As of this date, the Quality Training Development Program Directive and Quality Training Course Catalog Instruction (DLAD/DLAI 4155.7) have been inputted.  Mr. Lugosky is currently waiting for the final version of the Quality Assurance Program for ICPs Directive (DLAD 4155.2) which should be ready for input next month.  Also, the Product Verification Program for ICPs Directive (DLAD 4105.20) should also be ready to be added in the near term.  This action item is considered completed. 





   e.  DLA Action Plan.  Mr. Ken Gibson (DLA-MMLXQ) briefed the status of the DLA Action Plan for Continuously Improving the Quality of Spare and Repair Parts.  The DLA Action Plan was developed in August 1989 in response to a DoD IG finding that DLA was not documenting and tracking quality related initiatives.  The original Action Plan consisted of 26 initiatives which were resolved over time and new ones added as the plan became a living document.  The current Action Plan has only six open initiatives and needs support from the field.  The consensus of the group was that the new reporting requirements of the Strategic and Business Plans perform the identical function of the DLA Action Plan and recommended its discontinuance. 





1.  Action Item:  Close out the DLA Action Plan and incorporate quality goals into the DLA Strategic Plan (DLA-MMLXQ).





   f.  Customer Expectation Status/Update-DSCs.  Mr. Dennis Lieb (DSCC-BDT) briefed action items from the last Quality Day (Ref. j.1.[a][b][c]) which concerned the difference in the number of days to process a Product Quality Deficiency Report (PQDR) between the Navy Screening Point and the ICP Action Point, and what additional methods can be used to inform the customer of the availability of the 24-hour customer satisfaction initiative.  A Screening Point processing time includes from the time of mailing until receipt of the reply; however, the ICP Action Point starts its clock after the report is received and stops prior to the final mailing.  Mailing delays and data input delays may explain the difference in processing times.  DRS would resolve this problem with instant access for all.  DSCC assured their customers PQDRs are closely monitored through the DSCC Integrated Work Stations (IWS) Public Directory/QUALITY FOLDER.  Managers, first line supervisors and QASs have visibility of the age of open reports and manage the complaints accordingly.  DSCC is modifying its Internet home page to inform customers of the availability of the 24-hour customer satisfaction initiative.  A Navy representative suggested there may be a problem with how DSCC processes Navy reconciliation requests.  DSCC was aware of the issue and thought it was resolved; however, it would take an action item to see how the other DSCs processed the Navy requests.





	1.  Action Item:  Review the reconciliation processes of the other DSCs (DSCC). 





   g.  Customer Expectation Status/Update-FAA.  Mr. Darryl Thompson, FAA Logistics Center (FAALC), briefed the action item from the last Quality Day (Ref. k. 1.) which involved FAA identifying NSNs for DSCs so FAA could receive complaint data for trend analysis.  The FAA provided the NSNs; however, DSCs had not received any complaints from the FAA customers and, therefore, had no complaint data to forward.  FAA is now working with their customers to assure customer complaints are written on all defective parts.  Mr. Thompson preceded to give an overview of the FAA mission of providing a safe, secure, and efficient global aerospace system that contributes to national security and the promotion of US Aerospace.  He repeated his concern that Priority 1 requisitions (5% to 8% of their requests)(Priority 03 for the DSCs) be delivered within 12 to 18 hours.  Mr. Thompson also mentioned that some DSC Emergency Supply Operation Center (ESOC) personnel take up to two hours to resolve a requisition request. 





            1.  Action Items:





       (a)  Establish close collaboration with FAA to assist priority requisitions (DSCC).





             (b)  Request DLA assistance in developing a set of ESOC guidelines for use by FAA when contacting DLA ICPs (DLA-MMBC). 





             (c)  Provide FAA (Darryl Thompson) with DRS Technical Point of Contact name and phone number (DLA-MMLXQ-completed 25 April).





   h.  Customer Expectation Status/Update-Navy.  Mr. Stanley DeWitt (NAVSEA-NMQAO) provided a customer perspective overview on receipt inspection defect rates, defect rates by contract year, and overall defect rates by DLA Centers.  The Navy database includes “directed” inspection complaints and, therefore, the data was not being presented as a statistically valid representation of DLA’s true quality level.  However, the data can be used to review trends.  Mr. DeWitt encourages everyone to use the Navy Product Deficiency Reporting Evaluation Program (PDREP), and stated all that is needed is a user ID and password.  





1.   Action Items:





            (a)  Research to see if other procurement activities can use PDREP data to deny awards to the offending contractor  (DLA-MMP/DSCs-completed 30 April). 





             (b)  Acquire instructions for establishing access to PDREP (DSCs/ NAVSEA-NMQAO) 





   i.  Material Management (DLA-MM) Quality Issues.  Mr. Duane Rice (DLA-MMLXQ) briefed quality issues currently being coordinated by DLA.  The Quality office is coordinating on Commercial Buying Practices (FAR Part 12), policy updates to the PQDR (DLAD/I 4155.24), and Center Quality (DLAD 4155.2) directives, maintenance and use of quality history, Navy complaint reconciliation, quality assurance role in corporate contracting, suggestions for needed policy changes, source inspection determinations, ISO 9000 quality system standards implementation, and the DoD IG review of PQDRs and DRS at DSCs.  The one subject that created the most interest is the status of DSCs’  implementation of ISO 9000 quality system standards.  DSCs had a concern that the 1994 version of ISO 9002 was more demanding than the previous MIL-I-45208, Inspection System Requirements, and would adversely impact their source of suppliers.  DSCs requested direction on how to accept a contractor’s system “proposal” and still be in compliance with the requirement that the contractor’s system be equal to or better than the ISO 9000 standards.





1.  Action Item:  Hold meeting/VTC to discuss ISO 9000 implementation (DLA-MMP/MMLXQ/DSCs).





   j.  Subsistence Prime Vendor Quality Assurance.  Col Robert Hicks, USA, VC (DPSC), briefed the action item from the last Quality Day (Ref. i.1.) to share how DPSC incorporated quality in their best-value buys.  DPSC Subsistence established a technical Best Value Panel that evaluates the contractor’s system proposals.  The Panel grades the proposal and then makes an on site visit.  The best value selection is made, and post award conferences are held to iron out problems.  Contract performance is evaluated by implementing different levels of inspection: cursory, routine, special or audit.  A program has been developed to gather the quality history data and review for trends monthly.  The Subsistence program has built in enhancers:  use of current commercial distributors, acceptance and rejection is at the point of consumption, cost plus pricing, one year base contracts with two - one year options, multiple quality choices, 24 hour replacement, and just in time delivery.  This program led to reduction of storage costs, fresher product, reduction of inspection personnel, and commercial brand products.


model being designed to evaluate “quality costs.”  Quality Program Costs are made up of prevention costs and appraisal costs.  Poor Quality Costs are made up of internal failure costs and external failure costs.  Capt Ortiz discussed the definition.





    k.  Electronic Product Qualification Program.  Mr. Joe Gemperline (DSCC-VQ) presented a briefing of the DSCC Sourcing and Qualifications Unit.  This organization performs the DoD standardization mission of writing specifications and standards for the services, and administers the Qualification Program.  The Qualification Program begins prior to award by inspecting and testing products and establishing a Qualified Products List (QPL) of items approved for use in critical military applications.  They also audit manufactures quality systems to establish a Qualified Manufacturers List (QML) of contractors approved for solicitation.  Currently there are 255 QPLs/QMLs covering a wide variety of different technologies and 900 manufacturers and laboratories participating.  The QML process is based on the new DoD acquisition strategy for electronic components:  infusion of “best commercial practices” into military programs, more manufacturer self-control, no in plant inspectors are required, the product is available sooner for military applications, the process is industry supported, and there is a DoD/Industry partnership.  More information can be found on the DSCC-VQ web site (http://www.dscc.dla.mil/V/VQ).  





   l.  Product Testing Center (PTC).  Mr. Algie Manuel (DSCC-TC) discussed the DLA Product Testing Center which is made up of five testing labs which are centrally managed from DSCC.  Labs are located in Columbus, OH (Electronics and Mechanical), Stockton, CA (Mechanical), New Cumberland, PA (Mechanical) and Philadelphia, PA (Analytical/Chemical).  A film was shown of the Philadelphia lab.  After the film, Mr. Manuel described some of the other services offered by PTC:  test plan writing, technical support, training, fixturing shop services, value engineering support and calibration.  Mr. Manuel stated that PTC labs are timely, cost competitive, professionally staffed, have up to date equipment and work to continuously improve their processes.  The meeting adjourned and reassembled into two groups to tour the two PTC labs located on the DSCC facility. 





   m.  Return Material Initiative Status/Update.  Mr. Mike Yakubic (DSCC-TN) briefed the action items from the last Quality Day (Ref. g.1.[a][b][c]) on how to pre-position information on unauthorized returns at depots’ receiving docks.  The PTC labs are coordinating the Station Return Initiative which targets customer returns with past customer complaint defect history for inspections prior to storage.  The DLA Depots have an automated system (DSS) which has an “exclusion screen” that allows items to be flagged prior to receipt.   The PTC labs have been able to inspect 418 candidate items finding 153 defective for a 37% defect rate.  Mr. Yakubic concluded that the Station Return Initiative is progressing well, and that the use of the “exclusion screen” will enhance the resolution of the problem of storing/shipping defective customer returns.





   n.  Customer Returns Business Analysis.  Mr. Mike Shields (DLA-MMLXQ) discussed the business analysis of the data gathered by the Station Return Initiative presented by Mr. Yakubic.  The DLA strategic goal of maintaining DLA stock at the level of 95% product conformance is not being met.  New receipts are being measured at 97%; however, the customer returns are being recorded at 87%, bringing the overall DLA stock level to 92% product conformance.  This data is consistent with our customers reporting a 13% defect rate.  Mr. Shields presented an indepth business analysis that showed DLA losing an estimated $29.5 million per year in processing nonconforming customer returns.  All agreed the DLA customer return screening program should be expanded. 


�



1.  Action Items:





	(a).  Expand the Business Case Analysis to include a phased-in implementation plan for additional high failure groups such as critical application items and high requisition items (DLA-MMLXQ).





            (b).  Develop a plan to address hold-in-place sites, specifically Norfolk (DLA-MMLXQ).





            (c).  Visit commercial firms to determine returns policy for similar businesses; e.g., Boeing (DLA-MMLXO).





            (d).  Present the Business Case Analysis Initiative to the DLA Executive Steering Group for review (DLA-MMLXQ).





            (e).  Identify items that should not be accepted as a customer return; e.g., FASCAP (DSCs).





              (f).  Look into GS-1910 series, Quality Assurance Specialists, at DDRW being downgraded to WD 7 (DLA-MMLS).





   o.  Product Verification Program Status/Update.  Mr. Mike Shields (DLA-MMLXQ) briefed the action item from the last Quality Day (Ref. b.) relating to the mission and current status of the Product Verification Program (PVP).  He stated the Program’s mission as providing a single cost effective, streamlined process which satisfies DSCs’ requirements for product verification/evaluation and providing primary quality assurance performance metrics.  He reported on the status of the Program’s three major objectives for this year.  The first, to improve the focus on our primary customers, the DSCs Integrated Product Teams (IPT) by improving selection of test candidates, test plan development and analysis and turning test data into useful information which supports improvement of IPT business processes.  Second, to improve program management by working with DPRA to develop an effective activity based costing system for each ICP PVP.  Additionally, working on development of a training course with DPSCO to improve test plan writing and analysis of results.  Third, Mr. Shields reported that he and the PVP Managers are working with Capt Oritz, USAF, DORO, in the development of the Quality Cost - Return on Investment Program.  Funding has been approved through the DLA-MM Business Office. 





   p.  Quality Cost-Return on Investment (ROI).  Capt Carlos Oritz, USAF (DORO), briefed the current status of the ROI s of quality costs and suggested data sources.  The short term recommendations were to develop better estimates of external failure costs and begin the model “burn in.”  The long term recommendations were to refine the Total Quality Cost model as needed, establish a Total Quality Cost baseline and add the capability to predict return  on investment.


�



      1.   Action Item:  





           (a).  Determine what commercial activities; e.g., Boeing, have for cost determinations (DORO).





            (b).  Develop a business case to make the ROI program a permanent process instead of just a study (DORO).





   CLOSING REMARKS:  Mr. Jeff Jones (DLA-MML) complemented Admirals Chamberlain and Vincent for starting the Quality Day Conference a few years ago.  He felt that a lot of  what goes on in the Quality World goes unsung, but to a customer, nothing is more important than reliability.  Our customer expects us to furnish a quality item; it is an assumed attribute.  We have to make the quality problem invisible.  Success is measured by how few complaints are heard about a process.  The Quality Day Conference is working to make quality an assumption we can live with.  He stated the Customer Return Initiative is an example of a very important project that will make a material contribution to DLA’s performance.  By carrying through on the agenda items that we can get our arms around, like the distribution problem, leads everywhere: to the ICP, post award management, pre-award management, and depot operations.  Mr. Jones was impressed with what he saw, and wants to keep the Quality Day Conference going.  All the attendees felt the conference was very informative and productive.  





   There are several action items that resulted during the conference.  Response/progress reports are expected to be presented at the next Quality Day Conference, scheduled for October 1997, date to be determined.  A status report for all open actions is requested to be provided to Mr. Ken Gibson, DLA-MMLXQ, DSN 427-2631, (703) 767-2631, email: ken_gibson@hq.dla.mil. 








                                                                                            Signed





                                                                                MARILYN S. BARNETT


                                                                                Deputy Commander
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