DLSC-LEQ


                                                                                                        August 12, 1998





MEMORANDUM FOR DISTRIBUTION





SUBJECT:  Minutes for the June 25, 1998 Quality Day








     A copy of the minutes for the Quality Day Conference are provided (Attachment 1) for your information and action as appropriate.  I would like to express my appreciation to all attendees (Attachment 2) for making this Quality Day a success.  Also, I would like to especially recognize Mr. Alan R. Detrich of AlliedSignal Corporation, who provided an exceptional overview on “Customer Driven Quality” and sharing with us some of the techniques that AlliedSignal is involved in to assure customer satisfaction.





     The quality of products and services managed by DLA are judged by our customers on how well we satisfy their needs.  Therefore, to those of you who are our customers, we always welcome your valuable feedback, since this helps us focus on those business areas where you see improvements being needed.





     The next Quality Day Conference will be scheduled for a date to be determined in November, 1998, at the Defense Logistics Agency Headquarters Complex.  My point of contact is Ken Gibson, DLSC-LEQ, (703) 767-2631, DSN 427-2631, FAX 427-2628, e-mail ken_gibson@hq.dla.mil.








                                                                                           \signed\


Attachment:                                                   LARRY W. ROBERSON


                                                                      LTC (P), USA


                                                                      Assistant Executive Director


                                                                      Logistics Management & Technology Programs
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MINUTES FROM THE JOINT MILITARY SERVICES, FAA,  GSA, NASA, AND DLA QUALITY DAY CONFERENCE, JUNE 25, 1998





     WELCOMING and OPENING REMARKS:  Mr. Duane Rice opened the conference by providing administrative remarks and introducing RADM Keller, Commander, Defense Logistics Support Command.  RADM Keller began by stating how impressed he was with the number of attendees at the conference, which included representatives from across the DLA community, field activities, Military Services, the National Aeronautical Space Administration (NASA), the Federal Aviation Administration,  the General Services Administration, and for the first time Mr. Alan Detrich of AlliedSignal Corporation as keynote speaker.  He mentioned that DLA has been hosting Quality Days for some time and that they have provided a unique opportunity for us collectively, the Federal Government and industry, to focus on the aspects of quality and to discuss mutual concerns and creative solutions.  Regarding the warfighter, ADM Keller outlined the three deliverables that the warfighter is looking to us for: (1) rapid response for products and services; (2) best value on those products and services; and (3) quality.  These become even more important goals as we revolutionize how we do business within DoD.  RADM Keller reminded us of the budget staying flat; over the Program Objectives Memorandum years, it is about two hundred fifty billion dollars for DoD, a decline in real dollars.  He mentioned that DoD needs to reinvest in new weapon platforms for tomorrow, but this will cost about  sixty billion dollars per year.  Since those funds will have to come internally from within the DoD, the largest target for this is within the logistics community.  RADM Keller emphasized that the Services are now applying best value practices from the private sector and clearly, quality is a big piece of the solution to get us leaner and meaner for providing products and services to the warfighter, the first time, at the best price and in rapid delivery form.  RADM Keller thanked everyone for coming to the conference, and turned the meeting over to RADM Morgan.





     RADM Morgan welcomed the attendees, outlined the day’s agenda activities, and gave his perspective on quality.  He mentioned that Quality is frequently viewed as an initiative, a project, or a jingle, but now the time has come to view Quality in commercial terms.  His definition of Quality is “meeting expectations every time.”  In order to do this, we must define what is expected; however, this is not being done very well.  One of RADM Morgan’s challenges for conference attendees was to define expectations and requirements.  He pointed out that Dr. Demming taught us that we must measure to determine if we are meeting our expectations.  Thus, we must measure to gauge how well we are doing vice the expectations, quantify the variances, and understand the reason for variances.  RADM Morgan then challenged the attendees to consider the following in reference to this Quality Day and its theme of “World Class Quality”:  “ What  are our expectations for this conference today?  What are we trying to get out of today’s meeting?  What can we do to add value to increase output?  Focus on output more and not input.  Focus not just on cost, but consider how industry is focused; they look at revenues, number of items, or number of hours they provide in the way of service.”





      He advised that we should do process analysis like industry does;  Our processes should be analyzed, we should learn why we do what we do, understand what our output products are, identify low and no value work targets and eliminate them, while seeking opportunities for parallel performances.  Rather than administering maintenance policies, we should focus on results.  When we begin any initiative, we should find out what the expectation and goals  are.  Quality initiatives must be treated as a capital investment, not an overhead or tax.  We must ask all our workforce to build in quality in our products.  





     Regarding demilitarization, RADM Morgan made reference to the end objective not being a financial one in this case.  More would be covered by other speakers.  


 


     In conclusion, RADM Morgan addressed cost with these thoughts:  “Waste or poor quality is costing us money.  We must meet our real requirements at the lowest possible cost.”  He stated that he was really pleased that the customers are here today since, it is the customer who must define the requirements:  “Customers must not ask for more than they want to pay for; customers should be intolerant of poor quality.  When the customers don’t get the expectation that was defined, then don’t tolerate it.  World Class Quality is the producer/customer team therein.  We should talk about what we can do together today.”  





     PRESENTATIONS and DISCUSSION:  Following the opening remarks,


Mr. Ken Gibson, DLSC-LEQ, gave an overview of the open actions.  Afterwards, each responsible individual provided a status report.  Open actions from the February 24, 1998 Quality Day Conference were discussed as follows:





          a.  DISC.  The next generation Customer Return Improvement Initiative 


efforts (CRII).  Mr. Carmen Scandone, DISC, addressed this open action by stating that the DISC CRII program is in the development stage with the goals and objectives established in June 1997.  Internal meetings were held in DISC to establish procedures for quality, engineering, supply, commodity business units, and programmers.  DISC has selected the most cost efficient and effective method for the CRII program.  A one year analysis for the program has been performed and a decision was made to incorporate CRII nominees into existing programs and create a decision metric to process returned materiel.  Mr. Scandone explained the materiel returns program, how it is now and how it will be after CRII is implemented.  To date, the materiel returns program logic is completed; however, the automated disposal portion has work that remains to be done. The CRII NSN list is completed and is updated monthly.  The major benefit of the program is that defective materiel returns will no longer be co-mingled with issuable stock.  There are also several other benefits:  credit for conforming materiel only, automated best business decisions, decrease in manual workload, faster processing time, and a cost savings.  This program is dependent on valid PQDRs.  The cost savings expectation is approximately one million dollars; costs are estimated at one-man year.   


       


DLSC-LEQ.  Product Quality Deficiency Reporting PAT results update. 


Ms. Lynn Harris chairs the basic DLSC PAT and is responsible for this action.  This is an ongoing action that has to be resolved over time.  Team members consist of representatives from DLSC, DISC, DSCC, DSCP, and DSCR.  The PAT is working on short term issues to resolve the DODIG findings and recommendations, medium-term issues of improving customer support, and long-term issues of acquiring an alternative to the Customer Depot Complaint System (CDCS).  Ms. Harris explained the actions for the PAT team initiatives.  Since this is an ongoing action, she will provide a periodic status report.  It was recommended that this initiative be added to the DLA Action Plan (See hand-out for more information).





OPEN ACTION(S):





            (1)  Add the PQDR initiative to the Action Plan (DLSC-LEQ).


            (2)  Review the number of requisitions from contractors; check with DORRA


	                   (DLSC-LEQ.)


            (3)  Revise Action Plan (DLSC-LEQ).


            (4)  Brief Action Plan at the next Quality Day Conference (DLSC-LEQ).


             


DSCC.  Steel pipe issue (4710).  Mr. Robert Short provided the update status on


issues associated with rusting of carbon steel pipe and improper markings. There is a 10% reject rate for pipe and tubing received at shipyards.  There are four site visits completed and four more site visits scheduled to look into this problem.  Several deficiencies were found during the course of the visits, and they included152 NSNs stored outside.  Carbon steel pipes are no longer stored outside; however, storage standards are in need of clarification, and training is needed.  The proposed actions range from storing pipe and tubing inside to storing fast-moving pipe at depots co-located with the shipyards and/or prime users.  It was determined during this briefing that this is a storage issue rather than merely a pipe issue (see hand-out for more information).





OPEN ACTION(S):    As depots are privatized, assure the storage standards are in the privatized contract.  Brief the pipe issue status update at the next Quality Day Conference,  and at that time determine who has specific actions (DSCC).





Each ICP briefed their disposal disposition process and the DRMS 


representative briefed their mutilation and disposal process.  





   	      d.1.  DRMS.  Mr. Dave Andrews provided an overview on DRMS mutilation policy.  Mr. Andrews briefed the group on DRMS handling of  defective items.  There are two basic categories of defective property:  Category I deals with items not meeting commercial specifications and standards and which must be mutilated.  Current DoD policy is that the generator is responsible to fund mutilation.  Category II property has remaining commercial value and may be transferred, donated or sold.  Low dollar value items (up to $800.00) in this category usually would be placed in a batch lot and could possibly resurface back into depot stock.  As to whether DRMS has equipment to perform mutilation, Mr. Andrews mentioned that DRMS routinely performs mutilation with its own personnel, by sale or by service contracts for property for other reasons, including DEMIL.  Mr. Andrews cited an example where large quantities of defective oil was sold with the requirement that the product be re-engineered before it could be resold.  Another example involves Grade 8 fasteners, which must be sold for scrap only.  DRMS will negotiate handling procedures with the generator.  Since DRMS provides service to all the Military Services, any policy change must be fully coordinated at the DOD level.   





            d.2.  DSCC.  Mr. Dennis Lieb addressed DSCC’s disposal policies.  DSCC


follows the process depicted in DoD 4160.21-M-1, Defense Demilitarization Manual.  He explained that a DLA System Design Center system change will cause flight safety part codes to appear on disposal release orders.  Quality Assurance Specialists investigate complaints and record disposal actions.  Disposition codes are entered into the Customer Depot Complaint System, which supply technicians forward to the depot.  The depot staff looks up demilitarization codes and performs simple mutilation if within capabilities (see hand-out for more information).





            d.3.  DSCP.  Mr. Stephen Dilizo explained DSCP’s disposal policies.  DSCP 


manages three different commodities: clothing and textile, medical, and subsistence.  Instructions for unfit clothing and textile items are found in DoD 4160.21M-1, while the depot provides instructions to DRMS for unfit medical items.  The Army veterinarians provide instructions for unfit subsistence.





	           d.4.  DSCR.  Mr. Ralph Riddle provided an overview on disposal process 


utilized by DSCR.  His overview included Quality Assurance Specialist responsibilities, CAT I and CAT II disposal instructions, Product Quality Deficiency Report exhibits, and condition codes K, J, and L items.





     Property Disposition, Depot/DRMO Interface.  Mr. Jack Blackway, DLSC-LCM, provided an overview of the DLA Demilitarization (DEMIL) and Mutilation Process.  The majority of the property in the inventory requiring DEMIL is normally the responsibility of the depot (or generator).  DEMIL code “F” is used for flight safety critical application parts, hazardous materiel, hazardous waste, reclamation and safety.  Examples of  DEMIL. codes “P” and “G” were also provided.  In the area of funding, it was stated that normally DEMIL funding is provided by the owning Inventory Control Point (ICP).  DEMIL preparation and cost are part of the annual budgeting process.  In the area of property requiring mutilation, it is normally performed by the generator of CAT I property.   DRMO performs mutilation only on selected items.  The funding responsibility rests with the generator of the request to mutilate the items.  At the end of the discussion, it still was not clear in every case who has the responsibility for paying the cost for MUTILATION/DEMIL.   Mr. Ridgway identified two issues:  Identify a solution that will allow funding to be sent with mutilation instructions; and second, identify who will pay for nonconforming materiel in supply.  This resulted in an open action of looking into the funding issue (see hand-out provided for more information).





OPEN ACTION(S):  Take a look at the mutilation funding picture for (1) providing funds along with the mutilation instructions and (2) finding out who will pay for nonconforming materiel in supply (DLSC-LCM). 





World Class Quality and DLA Supply Centers.  Mr. Duane Rice provided an overview of DLA shortfalls in quality practices and strategy as outlined by the Anderson Consultant’s Benchmarking Study.  He provided information on how the closed-loop DLA quality assurance system works and identified the major elements that are involved.  The Anderson Consulting Report addressed the quality assurance framework which included:  the purpose of the framework that categorizes and illustrates the quality assurance activities observed during industry site visits, the quality assurance categories and the category observations.  Mr. Rice described the quality assurance categories and supporting methods of supplier selection, conformity to design, supply management, failure management, and materiel source for quality and design.  For each of these categories, he provided information on the basic practices, progressive practices and world class practices (see handouts provided for more information). 





OPEN ACTION(S):  Use the format in the last chart to develop a new Action Plan (DLSC-LEQ).





     Customer and Market Driven Quality.  Mr. Alan R. Dietrich, Vice President Government Operation and Marketing, AlliedSignal Inc., was our keynote speaker for this Quality Day Conference.  Mr. Dietrich explained what it took to be a world class organization.  He emphasized that the customers are the ultimate judge of product performance, day in and day out.  The following is a synopsis of some of the information that Mr. Dietrich addressed during his presentation:  





      	“The customers judge whether your performance is heavenly or the opposite. This really depends on our ability to delight them during the entire life cycle of performance.  AlliedSignal has spent much of this decade working to transform itself into a world class organization and understands how to deliver world class value to its customers.  We were a primarily technology-driven culture developing products that often satisfy us first and sometimes satisfy our customers.  The company learned in the early 1990’s this approach was not going to work and changes were needed.”  





     Then Mr. Dietrich explained AlliedSignal’s migration to total quality and “six sigma.” The “six sigma” concept is the practice of driving defects out of everything they do; it is a process driven practice.  Managing all products and processes is the only manageable way that AlliedSignal will satisfy the market condition and the customer.  AlliedSignal parallels what Government Agencies are going through today, in that the Government has been asked to reinvent itself in order to serve the ultimate customers: the users and the taxpayers.  Then he explained how shared challenges are providing high quality and better value to the customers.  Mr. Dietrich also explained how six sigma and total quality initiatives have contributed to his company’s challenges and success, viz, the customer is placed at the forefront of everything done, and the customer is the fundamental part of total quality.  Some of the actions that AlliedSignal is carrying out, both for the Government and commercial marketplace, include utilizing the commodity team concept for their large purchasing and working directly with the Federal customers by using commercial base practices to provide enhanced value.  It is believed that approximately 50% to 75% of what the Government buys from AlliedSignal is materiel that they purchase, process, and deliver in the same value-added fashion.  Their new purchasing system is based on best commercial practices.  They have won the Government’s approval of this new purchasing system.  AlliedSignal commodity teams consist of contractor commodity teams that include a purchasing specialist; a financial analyst; design, manufacturing and quality engineers; together with customers and other team members that are involved in the process that builds a win-win relationship that answers the business base, and is based on performance.  Commodity teams have caused AlliedSignal suppliers to institute six sigma and total quality principles, which are driving down cost and prices.  The defect rate for parts and materiel has fallen (since the start of the process) an average of 35,000 per million to approximately 1,900 parts per million, with a cost savings of approximately one billion dollars annually.  Government shares in these savings when Government contracts are re-bid.  





  Next Mr. Dietrich outlined their maintenance service agreement and performance base logistics.  Looking at equipment life cycle, rather than the price of replacement, led AlliedSignal to develop a maintenance service agreement.  AlliedSignal believes that this should shift the paradigm for good, by taking all of the performance of maintenance and support and return the value to the customer.  Mr. Dietrich suggests that it is essential for the Government to glean of some industry and customer best practices from the commercial sector.  The Government will be able to benefit by being able to modernize more effectively and efficiently despite today’s intense budget pressures.  He explained the two areas where AlliedSignal needs to work with the Government as we adopt practices that are customer and market focused.  The Government first needs to understand the value of commercial practices, and second, to carry out training in both commercial business, quality practices, and other initiatives for all involved.  





There was a lively question and answer session after this presentation.





     Alerts, History and Future.  Ms. Ella Studer, DCMC-OG, lead this discussion.  Production surveillance regulatory requirements are depicted in FAR 42.302.  Production surveillance requirements are the performance of production support, surveillance and status reporting of potential and actual slippage in contract delivery schedules.  Ms. Studer explained the Revised Delivery Forecast (RDF) as an incorrect theory and the use of Alerts as a new and better alternative.  Defense Contract Management Command (DCMC) is currently in phase I and fast approaching phase II of the Alerts project.  This effort began in 1996 by implementing policy letter 94-4 that terminated the RDF system.  DCMC replies to customers requests for activity through an automatic on-line system that tells the sender when DCMC opens the request.    





     Phase I identifies the goals depicting some of the things that must be done, such as migration  to an Oracle data base, updating of DCMC infrastructure, testing thoroughly, and collection of  lessons learned for phase II.  Some of the implementation challenges include integrating feedback into the design phase and resolving system problems quickly.  The Alerts system will benefit DCMC customers, provide timely warning to customers on late deliveries and allow buying activities to quickly and easily request specific contract surveillance.  Six months after initial deployment, the Alert system processed 3,500 delay notices and almost 1,000 buying/program office support requests.





Phase II deployment is on schedule.  One of the things identified in phase II is providing web accessibility and providing matrices to the customers.  Ms. Studer concluded by identifying three things that customers can do to assist DCMC in their efforts:  providing feedback, accurately describing tasks, and avoiding long batch processing (see handouts provided for more information).





CUSTOMERS PRESPECTIVES.





Navy.  Mr. Stanley Dewitt, NAVSEA Logistics Center Detachment, provided an overview (as a DLA customer) on Product Quality Deficiency Reports (PQDRs), receipt inspection defect rates, receipt defect rate by contract year, and defect rate by contract year by the DLA supply centers.  Regarding the number of PQDRs on DLA materiel, the overall number of PQDRs have steadily declined from 3,237 in 1994 to 658 as of June 1998.  The percent inspection defect rate declined from 9.8% in 1994 to 3.1% also as of June 1998.  The DLA managed items received without contract identification defect rate has increased by a small margin during the 1994-1998 timeframe. The receipt inspection defect rates for DLA managed items received without contract identification, by contract year are:  1994, 8.9%; 1995, 10.9%; 1996, 13.4%; 1997, 10.9%; and end of  May 1998,  7.7%.  The overall defect rates for the same time period, which includes DLA purchased items without contract identification are:  1994, 9.2%; 1995, 9.7%; 1996, 10.2%; 1997, 7.7%; and ending May 1998, 5%.  





     Mr. Dewitt stated that we must continue to improve the quality needed, and that the Navy welcomes the opportunity to work with DLA on problem solving teams to provide the war fighter the best quality (see handout charts for additional information).


             


OPEN ACTION(S):


                 


           (1)  Determine how DSCs can receive quality feedback when military services make local purchases (DLSC-LEQ)


           (2)  Review the current system/GIDEP procedures (DSCC).





USAF.   Ms. Maryann Zelenak of the Air Force Material Command provided vital information during all discussions and gave positive feedback on how well DLA is doing.





GSA.  Mr. Kim Bennett expressed his appreciation for the service that DLA is providing his agency and provided the GSA perspective throughout the conference.  This perspective assists our effort of providing customer satisfaction.





NASA.  Ms. Susan Schockcor and Mr. Dave Rabon represented NASA Langley during the conference in areas of interest.  They provided feedback on how well our products are meeting the needs of our NASA customers.  Ms. Schockcor provided data indicating that DLA-supplied items had a 14% defect rate for the month of May 1998 and a defect rate of 8% as of June 25, 1998.  It was agreed that these rates are unacceptable, and DLA has a priority to make corrections and prevent/reduce this high of a defect rate in the future.  NASA also asked for information on the Fastener Quality Act, and DISC agreed to provide a briefing to NASA.





Open Action(s).  Provide a briefing to NASA on the Fastener Quality Act at the next Quality Day (DISC).





Conclusion/Remarks:  There are several open actions that have resulted from this conference, and these will require periodic status reports to be made to Mr. Ken Gibson prior to the next conference.  They will be presented at the next conference as agenda items.





 The next Quality Day Conference will be scheduled on a date to be determined in November 1998, at the DLA HQ Complex .  Mr. Gibson requested that everyone provide him with the title of the topics they would like for the November agenda by the middle of October 1998.  





�
 


DLSC-LEQ     (Gibson msword  “A” /Aug98





                                                                                                                     Coord.


                                                                                                                     DLSC-LEQ___


       


FILE NAME:  QDayMinutes)


FILE #:  Quality Day Minutes, 8-98








MFR: The Joint Military Services, FAA, GSA, NASA, and the DLA Community held a Quality Day Conference on June 25, 1998 at this Headquarters.  Minutes have been developed and coordinated within the DLA community and appropriate recommendations are included.  Everyone at the conference received handouts of discussion topics. 





