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The Defense Supply Agency (LSA) and the military
services began to standardize and automste the handling of
information needed for contract adsinistratiocn in 1964. The
development of a data processing systeam vas terainated by DSA in
1973 because desicn deficiencies made the implesentaticon of the
systes too costlv and precluded the achievemeit cf the systea's
original objectives. Findings/Conclusions: The Departaent of
Defense (DOD) reposted that as of March 1974 the DSA and
military services have gpent more than 347 millicam on aodifying,
doveloping, and operating automated systems that vere to use the
procedures. Implementation of this progras has been in abeyance
since Bay 1973. Eowever, in Septeaber 1975 LCGD initiated ap
incremental approach to automate those proceduies. The new
effort can be expected to be prolonged and costly because
progras requirements have not been firmly established, their
implemeniztion through automation has not been properly planrned,
the most cost beneiicial automated system needed by the DSA has
not been determined, and tne NEA°s program manager does not have
the decisionmaking authority needea i anide the Mechanization
of Contract Admlunistration Services pTogram (aucCis) - During the
suspension of the procedures isplosentation, the JSA initraicl
actions to upgrade its current automated eysteas sufficiaptly to
haudle the increasing workload until & new system is complieted
ir 1980. These improvemants shoul?® be limited to thnose necessary
to sustain its current operaticns until the Military Standaid
Contract Adeinistraticn Procedures (BILSCAP) requirements are
reevaluated and agreements are made between the DSA and the
military =zervices as to the definition of the requirements.
Recoumendations: The Secretary of Defense should direct the
MILSCAP adminastrator and the aefense components to make
concerted efforts to quickly reestablish *h« requireaents for



standardizing and autceating the interchange and processing of
contract related data under MILSCAP and to develcp an overall
plan to implesent thea through automation. These efforts should
include:; identifying requi-~ements common to two cr more defense
comporents and developing iiterchange procedures that are suited
to the users® neels; identifying requirements unigque to each
component and developing special procedurxes for bandling thenm;
develnging temporary procedures for those cases vhere a defense
component needs to develop NILSCAP capability before
icplementation: modularizinc the requirements into Ssubsystess
and identifying the interfaces between the Subeysteas; and
developing a schedule for incrementally implemeuting these
subsystems in accordance with the needs and capabilities of the
Defense Contract Adainistration Service Regions, and the defense
co=ponents. (LDHN)
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To the Pregident of the Scnate ana the
Speaker of the House of Representatives

This teport describes why the Department of Defense .-
haviny problems in standardizing and automating the
information handling of contract administration activities.
These problems have occurted because good management practices
have not been followed. Although the Depactment has initiated
corrective actiors, we do not believe these actions are suffiji-
cient to assure pronraa success.

This review was undertaken to jetermine vhy the Depart-
went of Defense was not making pProg "ess in iaplementing a na.
jor program that was started in 1964. It was made pursuaac
to the Budget &nd Accounting Act, 1921 (31 U.S.C. 53), ané
the Accountiny and Auditing Act of 1950 (31 U.S.C. 67).

We are sending copies of this report to the Director,
Office of Managercnt and Budget; the Secretary of Defense;
and the Adai iscrator of General Services.

Tw (2 flot

Comptroller General
of the United States
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COMPTROLLER GEWERAL'S IMPROVED MANAGEMENT NEFOED FUR
REPORT TO THE CONGRESS AUTOMATED INFORMATIONM
HANDLING ACTIVILIES VY
CONTRACT ADAINISTRATIION
Oepacrtment of Delfense

The Dafense Supply Ajency and the =zilitsry
scrvices degan to standardize and automate
the handling of information nceded tcr con-
tract administratior and telated purgposes in
1964. The procedures were estaolished
through issuance of a Rilitary Standard
Coniract Adainistration Procedures manusl.
{See p. 1.)

Full implementation of thix manual d:p.nded
upon tae Defense Supply Agency's successtul
developaent of a data ptocessing system
called Mechanization of Contzact Administra-
tion Setvices II. However, the effort was
terminated in 1973 because design deficien~
cies made its impleaentation tno costly and
precluded the achievement of the systea's
original objectives. In developing the sys-
tem the Defense Supply Agency did not fol-
low the prescribed Department of Defense
guidelines for developing and aanaqing auto-
nated Jdata processing systems. GAO believes
that adhetence to these principles would
have enhanced the chances of success. (See
PP. 3 through 4.}

GAO was unable to detetmine how costly the
unsuccessful efforts to implemer* the Mili-
tary Standard Contract Administration Pro-
cedureg have been because the Departaent of
Defense has not accounted for th:ir costs
nor the amount that was spent on impleuent-
ing parts of the prograa successfully and
improving relared systems in general use
today. The Department of Defense has ce-
ported that as of Hacch 1974 the Defense
Suoply Agency and military services have
spent nore than $47 million on modifying,
developing, and operating autcmated systems
that were to use the procedures. (See

pPp. 3 through 4.,)

i ILD~-75-115

Yaar Shapi.  Upon removai, the report
Cover ato she~id be noted hervon,



Iuplementation of this proecram has been in
apeyance since May 1973. However, in
September 1975 the Depattaent of Delense
initiated an incremencal approach ton automate
those procedures. The new effort can be ex-
pected to de prolonged ana costly bhecause
prograa requirements are not firnly estad-
lished, their iapleaentation throvgh autoxa-
tion has not been properly planned, the

most cost-beneficisl automated systea needed
by the Defense Supply Agency has not been
deternined, and the Defense Supply Agency's
progras manager does not have the decision-
making authority needed to guide the Mech~
anization of Contract Administcration Ser-
vices program. (See pp. 9, 10 and 12 througn
16.)

Also, during the suspension of the Military
Standard Conttact Adainistration Procedures
iaplementation, the Defenize Supply Agency ini~
tiated actions to upgrade its current auto-
mated systems sufficiently to handle tne in-
creasing workload until a new svstem isg com-
pleted in 1930. GAO believes these improve-
ments should bve limited to those neceszaty to
sustain its current operations cntil the Mili-
tary Standard Contract Administration proce-
durtes reguireaents are reevaluated and agree-
ments are zade petween the Defense Supply
Agency and the military services as to the
definition of the requirements and the aanner
in which they will oe auzomated. (See pp. 17
and 18-)

The Departaent of Defense was partially re-~
sponsive to GAQ propossls that the Defense
Svpply Agency limit further work on upgrading
its computer systems to essential improveaents
until the Kilitary Standard Contract Adminis-
tration Procedures requirements are finalized,
7 detailed nlen to automate theam is developed,
and a cost benelit analysis of the alterna-
tives for automating them is made., (See

PP. 20 through 22.)

The Department of Defense proposes to imple-
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oent certa.n hil.tary Stanaard Contract Ac-
m.n.strat.on Procedures features for use by
thoee defense cogponents who can just.fy thex
on the basis of cost ana benefits. before the
rotal requirezents are def .ned and the plan-
n.ng effort ;s completed. The solut.on fe-
lies, in part, upon a reou.rement that the
Defense Suoply Agency document the capabil ity
of the upgraded Mechan.zat ion of Contract Ad-
ministrat.on Serv.ces system to handle total,
but as yet unspec.fied, Military Standard Con-
*ract Adm.nistrat.on Procedures requ.rements,
GAO does not believe that the act.ons are suf-
f.c.ent to assure the sSuccess of the program,
{(See op. 2i and 22.)

GAO reconmmends that the Secretary of Defense
d.rect the admin.strator of the Military
Standard Contract Adm.n.strat.on Procedures
and the defense comoonents to make concerted
efforts to quickly reestablish the require-
ments for standard.z.ng and automat.ng the
.nterchange and process.ng of contract re-
lated data and to develop an overall plan to
impiement them through automation. 7he ef-
forts should include

--identify:ng those requ.resments that are
common tu two or more defense components
and develop.ng .nterchange procedures
that are su.ted to the user n:eds at both
vnds of the exchange.

~—sdentify ng thoSe requirements that are
un.que tu each component and develop.ing
special orocedures for handling then.

--develop.ng temporacy orocedures for those
casvs vhere a defense component needs to
develop Military Standard Contract Admin. -
stration Procedures capabil.ty before im-
plementation,

—~—modularizing the requirements into subsys-
tems and .dent.ifying the interfaces bet-
veen the subsyster.:, and

~-developing schedules for implementing the
modules .ncrementally .n accordance with
the needs and capab.l ties of the Defense



Contract Admin.stration S#rvice Reqiong
and the defense components.

GAO recommends further that the Secretary
instruct the Director of Defense Suooly
Agency to:

-=Limit further work on the upyrading of the
Defense Contract Adamin;strat.on Service
Regicns automated systems to essential
samprovements until the Military Standard
Contract Adm.nistratjon Procedures are
finalized. :

--Make 3 cost-benefit analysis. using the re-
vised Military Standard Contract Administra-
tion Procedures requirements as a busis and
w.th the assistance of the defense compon-
entg, tc ascertain the type cf automated
system needed by the Defense Contract Ad-
ministration Service Regions to implement
Military Standard Contract Administration
Procedures and the method of interfaciig
that sys’em to tne various defense act.,vi-
ties,

--Prepare a detailed plan for developing the
automai.) systen.

--Appo.nt a full time project sanager with
decisionmaking authority. as soon a3 pos=-
S:ble, so he can take part in preparing
the plan, performing the analysis. and
controlling the development of the Mech-
anization of Contract Admin.stration Se:v-
aCe System, (See op. 22 and 23.)

iv



CHAPTER }

INTRODUCTiON

The Department of Defense (DOD) has a program to automate
the handling of procurement and contract information needed
for contzact administration and related purposes. This pro-
gram began in 1964 when the Secretary of Defense's Project 60
Study substantiatrd findings of a lack of reliable, tizely,
and accurate contract administration data; estahlished the
feasibility of standacrdizing and mechanizing the flow cf con-
tract information; cited savings which would accrue froa such
action; and outlined a standard information system.

Later-in 1965--the Secretary of Defense established the
Defense Contract Administration Services (DCAS) within the
Defense Supply Agency (DSA) to adaminister certain coatracts
for the defense compouents. At about that time, he directed
DSA to develop with the defense components standard procedures
for exchangina procurement and contract administration data
anong thz defense compcnents and contractors.

Uniform procedures, including rules, data elements,
codes, formats, and tixe standards for interchanging contract
related information were established in December 1966 with
the publication of the Military Standard Contract Administra-
tion Procedures (MILSCAP) manual. These were made mandatory
for use by all defense componen:ts for all contracts assigned
to DCAs {or administration and were scheduled for implementa-
tion in July 1970.

MILSCAP is to be used with automatic data processing
systems, data communication terminals, and high speed digital
data transmission. These elements arz t¢ tie the nilitary
procuring offices, payment offices, contractors, and the De-
fense Contract Administration Service Reqions (DCASRs)—
established by DSA to administer contra:ts--into a standard
contract administration information syscem.

In this system, contract data (quantities, prices, pay-
ment terms, and delivery dates) are abstracted from indivicd-
ual contracts at the time of awards by the procuring activi-
ties. This data is transmitted in machine processible form
to the appropriate DCASR to form the data base froz which the
contract is administered. During the administration of the
contract, the data base is electronically updated to reflect
such things as contract modifications, shipments, and savments;
&nd it is used to prepare varions status reports, shipping
reports, and othcr types of repotts needed for contract ad-
ministration and other purposes. The exchange and process-
ing of the data is accomplished using MILSCAP.

1
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To implement MILSCAP the defense components need to de-
sign and implement cozpatible internal proced.res for col’ng,
transmitting, deceding and ucing logistics information, and
to use data communications tegrainals. Also, procuremcat and
contract regulations, procedures, documents, and forms had to
be revised to incorporate MILSCAP features, and a new coding
and numbering document system was developed. These actions
required substantial effort, interaction, and cooperation
among the defense components and contractors.

MILSCAP affects contract~related segments of z large num-
ber of automated logistical systems and manual processes, but
its greatest impact is on the DCASRs who interchange contract
data with the defense components and cc ‘tractors. (As of
June 30, 1975, DCASRs were administering about 213,000 con-
tracts valued at about $52.6 billion.)

DSA is responsible for adainistering the MILSCAP program
while the Office of the Assistant Secretary of Defense {(In-
stallation and Logistics) exercises overall control over the
program.

Partial implementation of MILSCAP began in Septembder
1967 when DSA installed a new computer system with seguential
batch processing capabilities in eazh DCASR and modified the
related data processing systems to use some MILSCAP features.
Shortly thereafter, DSA initiated an effort to develop a new
automated data processing system called Mechanization of Con-
tract Administration Services Il (MOCAS II) that was to be
used to fully implement MILSCAP. This system was to replace
the existing ones viich were not responsi-e to coatract admin-
istration needs not adequate for fully implementing MILSCAP.

The development of MOCAS II and full implementation of
MILSCAP was planned for July 1570. As of June 1976, MOCAS II
was not operational and MILSCAP has nct been fully implemented.



CHAPTER 2

IMPLEMENTATIO!N OF MILSCAP DELAYED

BY SYSTEM DEVELOPMENT PROBLEMS

Full implementation of Military Standard Contract Adain-
istration Procedures was primarily dependent upon the success-
ful development of Mecharization of Contract Ad=ini:tration
Service System 1J. But the effort was terminated in 1972,
ufter 6 yeare of work in developing that system, because sys-
tem design deficiencies made the implementation of MILSCAP
too costly and precluded the achievement of the original ob-
jectives and effective implementation of the MILSCAP provi-
sions. This has resulted in an indefinite delay to the
MILSCAP progranm.

The unsuccessful efforts to fullv implement MILSCAP and
particularly those related to develop:i:ng MOCAS II and its in-
terfaces with the military services have been costly to the
Government. We were unabie to determine how costly Decause
the Derartment of Derense has not accounted for the costs of
MILSCAP nor the amount that was spent on implementing parts
of MILSCAP successfully and improving related svystems that
are in general use today. Those latter actions have resulted
in some benef:its that can not be quantified by 20D irncluding
those attributed to uniform contract numbering, standardiza-
tion of prucurement forms, and standardization of various re-
porting systewns.

DOD has reported that, as of March 1974, Defense Supply
Agency and the three military services had spent more than
$47 million on modifying, developing, and operating contract
related segments of automated systems that were tu use
MILSCAP. Of that amount, about $38, million was spent on
personnel and overhead and about $8.8 million was spent pri-
marily for equipment. The table on the following page shows
the individual amounts expended by DSA and each of the mili
tary services. It should be noted that the Army's expendi-
ture of $12.184 million is greater than the other military
services because the Army fully committed itself to use
MILSCAP in conjunction with its own standard systems for
hardling procurement and contract information.



Agency Total cost Personnel/overhead Equipe at/other

imillions)
DSA a/$22.884 $17.679 : $5.2C5
Acmy 12.18¢ 11.012 1.172
Navy 5.161 4.123 1.032
Air Force 7.003 5.602 1.401
Totai $47.232 $3f.422 $8.810

a/0f this amount, $14.851 miilion was for designing MOCAS II
and $8.033 million was for Co.”"ver equipment and implement-
ing portions of MILSCAP o the DCASR's COmputer systess.

POOP_MANAGEMENT PRACTICES LED
TO A COSTLY AND PROLONGED

- — e

DEVELOPMENT EFFORT

DOD's policies and instructions 1/ f r automated data
processing systems characterize good manayement as including
many factors, not ir the least of which: are

-~developing a plan that can serve as both a guide and
a2 basis for measuring progress during the systea devel-
cpment c cle;

~-reviewing and monitoring progress so that prolonged
development cycles are avecided,

-~idertifying alternatives and selecting the mo-t cc t-
beneficial method of proceeding witi. *he develpeent
effort, and

--appointing a full-tize manager for t-2a project with
sufficient authority and responsibility so that coscs
can be minimized and system developrent efforts can
be properly controlled.

These factors are essential to sound management which is
needed to assure a successful devel-pment effort. They were

1/00D Instruction 5010.27, 7-8-70 (revisad through 11-9-71),
“Management of Automated Lata System Tevelopment®; DOD
Directive 4105.55, 8-5-61 (revised through §5-19-7),
“Selection and Acquisition of Automated Data Processing
Resources®; and DOD Direct've $100.40, 9-28-&2 frecrised
through 8-19-75), ®Responsijiiities for the Admiaistration
of Automatic Data Program,®



lacking throughout DSA's management cf MOCAS II. Although
they do not insure a successful developaent effort, not fol-
lowing them ©.n weaken overall management control and con-~
tribute to costly, ptolonged, and sometime. unszuccessful
developaent efforts, as discussed in t>~ following sections.

Planning and requirements not compatible

The previously rited guidelines specify “hat in planning
an automated data processing system it is essential to es-
tablish what the system will be required to do, including how
fast data should be processed and provided to users (process-
ing time). The guidelines also require establishing a plan
for developing the system and obtaining data processing equip-
ment to meet these objectives.

The MILSCAP manual prescribed what MOCAS !I was expected
to do within specified time constraints. To stay within these
constraints, MOCAS Il had to process specified quantities of
contract data daily. Accordingly, DSA identified the time
constraints, the quantities of data to be processed, and the
computer equipment needed; and it developed a design for a
systea that would meet the requitements. However, a;i dig-
cussed in more detail in the sections which follow, it
proceeded to develop a different system.

What type of system did DSA need?

In May 1967, ULSA approved a conceptual design of the
type of automated syst¢a needed to implement MILSCAP. The
design featured online direct-access of data with coxmunica-
tion terminals at the military purchasing offices to enable
them and the DCASRs to electronically exchange rontract data
previously exchanged by mail. The speeded flow of contract
data, including quantity <-hanges and shipping, inspection,
acceptance, and payment data, was to enable the DCAS to ad-
minister contracts using the latest information in standard
formats and to facilitate payrents through & mechanized
system, :

The design represented a much faster system than the
DCASR's sequentia’ batch processing systems which require
a record-by-record search to update or retrieve specific
data on a reel of magnetic tape. DSA estimated it could
design, develop, and implement the direct-access system by
hLugust 1971.



wWhat type of systea did DSA plan?

In September 1967, DSA formulated a plan for designing,
developing, ¢nd implementing MOCAS Il by July 1, 1970, 1 vear
earlier than previously scheduled to meet dates closer to
those desired by the military services. The plan provided
for the design of MOCAS II as a tape sequantiz]l batch process-
ing syster. using DSA's existing Computer jystea crather than &
direct-occess system. A DSA official sa.d that the tape se-
quential batch processi .. System vas plarned because DSA
doubted the capability of the direct-access devices f~r use
with the existing computer equipment. The direct=access sys-
ten would have necessitated acquiting new equipsent, with the
agsociated procuresent cycle delay.

We found that DSA'sS plan e\s based upon certain assump-
tions that were conttary to system development principles hat
require determinations of workload growth, equipment necds,
and cost effectiveress before proceeding witl, systea design
and development. These pcsumptions vere:

--Putucz requirement3 would not apprec: L.y increase
computer processing time.

--MILSCAP processing requirements could ke relazed if
they proved not to be cost beneficial.

--DSA'S existing computer systers could be sufficiently
augsented with additionaal tape drives and memory to
process increased workloads.

In January 1968, ~he Office of the Assistant Secretary of
Defense (Installations and logistics)--without special effort
to assesa the reasonableness of uUSA's assumptions or its
doubts concerning direct-access technology--approved the plan
and the July 1, 1970, implementation date. Also, to accom-
modate the sequential batch processing capabilities rather
than the faster direct-access sysctes originally contemplated,
it designated the MILSCAP requiresents as processii.g goals
cather than as firm requirenents essential to megting user
needs.

" We believe that good management control practices dic-
tate that the office would have determined

-~the availibility and adcquacy of direct-access equip~
ment,

\



-=how much of an increase in requirements could be ex-
pected and the amount that could be handled by the
slower sequential batch processing system ofr its aug-
mentation 80 that system growth could oe planned, ang

-=-which MILSCAP requireasents were not cost beneficial
and, therefore, could be relaxed.

As a tesult, DSA proceeded to develop MICAS Il without
knowing what the firm MILSCAP requirements ware, Ultimately,
the syster was found to be incapable of zceting users needs
as discussed on page )O.

Need to continually rev:ew
and monitor pro ress aurxn?
deve e

the system

opment cyc

DOD Instruction 5010.27, issued in July 1970, requires
docuaented indepth reviews of System development efforts in-
volviag over 300 staff-yenrs from start to finish {final
testing) wh.n milesto es are exceeded by more tha~ 120 days
or when budgeted costy for a milestone are exceedea by
25 percent. The instruction specifies that, in foraulating
& remedial plan, management aust reassess the adequacy of
its past technical and administrative decisions as well as
the tools used for forecasting and monitoring compstse equip-
Tent workload and cost. Although MOCAS Il required mcre than
<00 st=ff-years to develop and had three major slippages, as
shown Lelow, such reviews were not made,

Scheduled Date Number of
irplementation date - slipped to days
July 1, 1970 February 1, 1971 215
February 1, 1971 July 1, 1972 516
October 1, 1972 April 1, 1973 182

DSA officials said that thiy had not made the required
indepth revijews, although each slippage had exceeded 120 davys,
because they had interpreted the instruction to mean 300
staff-years from the time the instruction was issued in July
1970. They believed that MOCAS II was exempt since fewer tnhan
300 strff-years of development effort were required from
July 1970 to January 1971--the first rescheduled date for
firal testing of tho system, Further, DSA officials said that
their management practices, which included coordination with
the O€fice of the Assistant Secretary of Defense (Installa-
tions and Logistics), were adequate for managing MOCAS Ii.

7



By not making the types of reviews prescribed by DOD In-
struction 5010.27, DSA missed opportunities to foraulate a
remedial plan, wuich could nave established tirn processing-
time requireaents that were lacking, a2nd to reconsider the
need for a direct-access system at an earlier date,

Need to identify and select
cost-beneficial altecnatives

DOD Instruction 5010.27 also requires a system proponent
to make a cost-benefit analysis at the start of a system de-
velopment project or when a milestone slips. If properly
made, an analysis can be a valuable decisionmaking tool for
management, since the iechnique enables management to Jdefine
the probler and to analyze

~-alternatives that could accomplish the task,
---the cost and benefi:s of each alternative, and

--the assump+ions on which the alternatives, costs, and
benefits are based.

Once this is done, the alternatives cah be compared, ranked,
and used as a foundation for determining the most suitable
action.

: DSA did not make a cost-benefit analysis at the start
of MOCAS Il or at any time Juring its developaent. Thus,
management ofiicials did not .now whether MOCAS II was the
most cost-beneficial alternative for automating and implesent-
ing MILSCAP. Had such an analysis heen made, it could have
shown that a dicect-access system or some other type of sys-
tem should have been developed. It could have precluded the
costly, prolonged development of MOCAS II and its termination.

DSA did not made a cost-benefit analysis of iaplementing
MILSCAP through MOCAS II because the MILSCAP program was man-
dated by DOD. However, that should not have precluded DSA
from making the needed cost-benefit analysis since it selccted
MOCAS 11 and, consequently, had the primary responsibility for
assuring that it was the most cost~beneficial alternative for
implementing MILSCAP. Further, the Office of the Assistant
Secretary of Defense (Comptroller) said that the mandat~ did
not excuse DSA from following DOD regulations which foster
gocd managewen. practices.



Absence of an_authoritativ
TalT time MOCAS I1 proqram wanager

Policy -et forth in DOD Instruction 5010.27, revised ‘in
Novemher 1971, requires appointrent ot a full-time manager
with a wide latitude of authority to manage automated dats
procassing system development prcyrams and to be responsible
for system progress, This policy was established as a tesult
of our (eport to the House Committce on Appropriations en-
titled “Problems in laplementing the Defense Supply Agency's
Standard Automated Materiel Management System™ (B-;613074,
June &, 1971). In that report we stated:

“Authority and cesponsibility tor the
planning and :mplcaentation of Standard Auto-
mated Materiel Management System have been fr-.g-
zented. No one organiration or individual was
given the appropriate authority and responsibil-
ity to plan, direct and exercise control. we
believe that the lack of a strong single manager
for SAMMS contributed significantly to many of
the problems that have been experienced in im-
plementing the systexs.”

Despite this policy, DSA pursved the development of
MOCAS Il without an authoritative manager.

Authority and responsibility for implementin: MILSCAP
are divided among the Assistant Secretary of Defense (Instal-
lations and Logistics); the Director, DSA; and the Secretar-
ies Uf each of the military services. Specific assignaents
ace:

{Eadtalistions ana logisticii” Dieecter, Ek

Conttol thw cretall projres., Aduinister RILSCAr Jevelosment 43 putiish
eanasl.

Jirect iwplesentativn, CESEIT 3N Jevelop wRAS LI

Lt 2378t wilh SySte® DACTICIPATLS O 8-

sdfe A% 1%tediatled 3,3ters Cesiin.
Seceetaties of Military setvices
Particizate 10 10312alating WILSTAP
and scneduling. 1ts jmpiesentation,

Nodity tneir gespective 3ystess to
PeIBIt the eachanI Il Contract
sdministration Jata,



Aithough MILSCAP is a DOD-wide effort, the “"critical
path®™ to its implsaentation was DSA's development of MOCAS 1IT.

DSA »~fficials said that » full-time manager was assigned
to MOCAS Il to coordinate "% syttem development eifort among
the various functional units within DSA. However, they said
that he did no: have a vide-latitude of decisionmaking authot-
ity since it is DSA's policy not to delegate that much tre-
sponsibility to one person.

The lack of management responsibility was cited by the
Office of the Assistant Secretary of Defense (lnstallations
and logistica) in June 1972 as a coniributing cause to
MOCAS II =lippages and cost overcuns. In a June 15, 1972,
memoranaum, the Deputy Assistant Sectretary of Defense (Instal-
latinns and Logistics; aavised the Assistant Director, Plans,
Programs and Systems for DSA that there was a need to isprove
its decisionmaking process by appointing a full-time manager
with & wide latitude of authority to resolve prtobleas. This
suggestion was no% accepted by DSA. We believe this condi-
tion directly contributed to the tecrmination of MOCAS II.

DEVELOPMENT OF MOCAS 1l TERMINATES

Major testing of MOCAS Il began at the Boston DCASR in
September 1972. In January 1973, DSA evaluated the test ce-
sults and concluded that MOCAS II could not process a daily
cycle of contract data within 24 hours as required by RILSCAP.
The tests showed only two or at best three daily cycles could
be processed during a 5 day wveek.

DSA officials evaluated the e7fect of less-than-Caily
processing. They conclujed that .

~~the systea would nct meet the users needs;

-=the cumulative effect of this could ultimately re-
sult in the processing of data totally useless for
contract management;

~--payment to contractors would be delayed;

--the purchase discounts lott through delayed payments
could increase »y an estimated $1.2 miliion annually;
and

--administrative ceaputer applications, zuch as payroll
and cost accounting, could no‘ be processed withoat
additional equipaent,.
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In Janua:y 1973, despite the systen's recognized short-
conings, D3SA officials recomsended that MOCAS Il be imple-
mented at the Boston DCASR and that actions be taken to pro-
vide all DCASRs with the computer capability needed to prc-
cess a cycle daily. For the long range, DSA officials rec-
ommended that MOCAS Il be redesigned with a direct-access
capability, as initially conceived. DSA concluded that dif-
ficulties and failures to meet the processing-time require-~
ments were largely due to piecing cogether a tape sequrntial
batch proceasing aystea instead of the original direct-access
system,

~n March 30, 1573, the Director, DSA, on the basis of
discussions with officials froa the military services, again
recommendzd that MILSCAP pe iaplemented through MOCAS I, but
only after it was shown to be cost effective and after Serv-
fce objections were resolved.

On May 1, 1973, the Assistant Secretary of Defense (In-
stallations and Logistics) terminated DSA's efforts *o use
MOCAS II to implement MILSCAP. The Secretary based this de-
cision on his office’s analysis of the test results which
showed tnat DOD-wiue implementation would be costly anc
would not meet the original objectives.
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CHAPTER 3

NEED TO CORRECT MANAGEMENT WEAUNESSES BEFORE

CONTINUING WITH IMPLEMENTATION OF MILSCAP

NEW EFFORTS TO IMPLEMENT MILSCAP

The implementation of Military Standard Contract Admini-
stration Procedure: has been in abeyance since Mechanization
of Contract Administraticn Service Systen Il was terminated
pending an evaluatiun by the Office of the Assistant Secretary
of Defense (Installations and Logistics). That evaluation,
vhich began in June 1973, resulted in a memorandum issued by
the office in September 1975. It reaffirmed the need to
stancardize contract administration through MILSCAP and en-
dorsed an incremental approach to its implementation.

The office is prcceeding with the ircremental approach.
The new efforts can be expected to be prolonged and costly
because the MILSCAP requiremcnts still have not been firmly
established, their implementation through automation has not
been planned, the most cost-beneficial automated system needed
by the Defense Supply Agency to implement MILSCAP has not heen
determined, and DSA still has not appocinted an authoritative
manager to guide the MOCAS progras. DSA and the the office ¢
need to address these issues if the new efforts are to be
successful.

Description of new efforts

During the period June 1973 through March 1974, a man~-
agement review team evaluatc~d the MILSCAP program. Its eval-
vation indicated that full implesentation of MILSCAP simul-
taneously by all defense components is not feasible because
some MILSCAP provisions are not applicable to scme activitics
and capabilities do not exist to start at the same time. It
was determined that MILSCAP should <~onsider the different
needs and capabilities of organizations to implement and use
this program.

The team concluded that MILSCAP should remain as the de-
fense components' objective. It proposed that MILSCAP be
implemented on a phased basis with phasing coordinated with
interfacing systems capabilities to best satisfy user re-
quirements and assure the reliability and quality of systems
design and operation. The proposal and its workability were
deliberated within DOD until September 1975,

\
\
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The Office of the Assistant Secretary of Defense (In-

stallatious and Logistics) promulgated tae phased approacn in
its memorandum of September 15, 1975, and outlined the follow-
ing guidelines to accomplish them:

~-Each part of MILSCAP will be considered as serviceable
and each will be selectively pursued only after & cost-
benefit analysis shows that its implementation is jus-
tified.

~-Implemented procedures will remain in effect but exemp-
tions from their use will be granted on the basis of
waivers supported by a cost-benefit analysis, validated

by a joint review, and approved by the Office of the
Assistant Secretary of Defense before any unilateral
action is taken to void the procedure.

~-=-Implementation of the remaining parts of MILSCAP will
be optional with each defense component. Future im-
plementation actions will be scheduled bilaterally or
multilaterally based on component needs and capapili-

ties., Cost-benefit analysis by the involved components

will be required before implementati.'r,

~-Each component wiil maintain flexibility to refine its
data systems. All cata interchange requirements wili
be submitted for possible inclusion in MILSCAP prior
to expending resources on developing independent pro-
cedures. Requests to use nonstandard procedures wili
be submitted in accordance with the stated waiver pro=
cedures.

~-Certain portions of MILSCAP concerning the omission
of data, erroneous data, and acceleration and de-
celeration of delivery will be eliminated.

Evaluation of new efforts

The incremental approach, as outlined in the September
memorandum, is practical for reevaluating the MILSCAP provi-
sions, including those that have buven implemented and for
iduntifying those unique interchange requirements that re-
quire special handling. But it is lacking in that it does
not a2dequately recognize that the implementation of MILSCAP
is completely dependent upon the automated data processing
systems to be acquired and operated by the Defense Contract
Administration Service Regions, who administer most of the
defense contracts and have the greatest requirements to in-
terciange contract related information with the defense com-
ponents.

13



s =cifically, the approach presupposes that DSA can in-
corporate intn DCASRs automated systems the MILSCAP provi-
sions as they a:s identified and incrementally inmplemented,
that the systems have suff{icient capacity to process the
workload as it is generated by the MILSCAP implerentation,
and that the pieces or modules will fit together without plan-
ning the implementation within the data processing capabili-
ties of the DCASRs.

To continue as presently planncd could result in saturat-
ing DCASR'S computers at some ~citical r-int in the implezent-
ation of MILSCAP and the evolvement of <tomated contract
administration system composed of dia; :d subsysteas or
applications not capable of providing rejiable, timely and ac-
curave contract administration data because of the lack of ad-
quate interfaces and comprehensiveness in design. It could
also subject DSA and the defense compcChents to constant
changes to any interfaces developed, wWiin corresponding delays
in implementing MILSCAP and increases in development costs.
This matter is aiscussed further beolow.

Need firm requirements to determine
data processing needs

MOCAS II was tc be the cornerstone system for implement-
ing MILSCAP. The procureaent and contract related systems of
the defense components were to interface with it through
MILSCAP which was to facilitate the interchange of contract
data by providing uniform procedures, tules, data eleaents,
codes, formats, and time standards. These were to be used
by all components who assign contracts to the DCASRs for &i-
ministration,

When MOCAS II was terminated, DSA and DCASRs had to fall
back on the existing automated systems that were to be re-
placed by MOCAS II. Although some MILSCAP provisions have
been implemented through those systems, they were not de-
signed for MILSCAP. They do not have the capabilities such
as teleprocessing, disk storage, and direct-access to data
nor sufficient computer capacity for DSA to fully implement
MILSIAD or to process all of the workload in the manner pie~
scribed by MILSCAP. This was crecognized by DSA in 1967 when
it began to develop MOCAS II (see page 2) and in its June
1975 economic analysis - ° proposed improvements (see page 17).
In that analysis DSA stated that it is highly unlikely that
the remainder of MILSCAP or other requirements of any magni-
tude could be accomplished with the existing computer equip-
ment and that the application programs would probably have
to be completely redesigned to optimize operatjons.
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nsA should determine whether those systems can be suf-
ficiently improved or redesigned to handle MILSCAP, or
whether a new cystem needs to be developed. To do this it
needs to know beforehand what MILSCAP requirements will be
implemented since they form the basis for determining,
through cost benefit analyses, the kind of automated ¢ c¢a
processing system needed--including the software, th ctype
and size of computer, and the supporting telecommmv .cations--
and for planning the system development or improvement pro-
grtam. The need to have the requirements beforehand was re-
cognized by DSA in August 'C73 when it teld the Assistant
Secretary of Defense (Installation and Logistics) the follow-
ing:

“Until the indepth Management Review wf MILSCAP
is completed and revised MILSCAP requirements are
formulated, a meaningful schedule for redesign of
MILSCAP/MOCAS cannot be developed. The size and
scope of %ne redesign effort will be dependent upon
the extent of revision to MILSCAP."

The incremental approach does nct provide for DSA to de-
termine its data processing needs since the MILSCAP provi-
sions or requirements will be analyzed and revalidated on a
piecemeal basis over an extended period and concurrently
with their implementa-ion. Thus, the full requirements and
related data processi:g workload will not be known until the
work is completed. These requirements need to be identified
as quickly as possible so that DSA can ¢valuate its data pro-
cessing needs. :

Need for cost-benefit analysis

The incremental approach requires each MILSCAP provision
to be independently subjected to cost-benefit analysis before
it is implemented so as to provide some assurance that it will
be cost beneficial. However, the approach does not require
DSA and the defense components to make a total cost-benefit
analysis in accordance with DOD instructions to determine the
most cost beneficial automated data processing system needed
by DSA to fully implement MILSCAP and by the defense compon-
ents to develop the needed intcrfaces.

The lack of a complete cost-benefit analysis was detri-
mental to the prior efforts to implesent MILSCAP and caused
the Departments of the Navy and Air Force to express deep con-
cern that its implementation through MOCAS II had not been
determined to be cost-beneficial. That concern was expressed
in March 1973 when Navy and Air Force officials told the Di-
rector of DSA that
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~-as presently conceived MILSCAP/MOCAS II is too costly
and is not needed and

-~phased implementation of MILSCAP/MOCAS I7 will fur-
ther increase cost.

As a result, the services were reluctant to spend funds for
implementing MILSCAP.

We believe that a complete cost-benefit analysis is es-
sential to eliminate the concern crpressed by the Departments
of the Navy and Air Force and to obtain the total comaitment
of the defense components to MILSCAP.

* Need to manage system
improvements or development

The incremental approach is a continuation of the MILSCAP
implementation that began with MOCAS 1I1I. Consequently, DSA's
efforts to provide the DCASRs with automated systems capable
of implementing MILSCAP are subject to the management controls
of DOD Instruction 5010.27 and should be managed accordingly.
Those efforts may result in the expansion of the capabilities
and capacities of tne existing systems sufficiently to handle
MILSCAP or the development of a new uniform system. To pro-
vide reasonable control over this process, we believe that
DSA should appoint a full-time manager with decisij>nmaking
authority, despite DSA's positicn that a project manaqger's
function is to coordinate rather than direct.

Need to modify MILSCAP implementation

The incremental approach should be modified to accommo-
date DSA needs. The modification should require the defense
components, including DSA, to make a concerted effort to re-
validate the MILSCAP provisions or requirements and to idea-
tify their unique requirements within a short period of tine.
This should be followed by asseambling those requirements in‘o
modules or related subsystems, identifying the interfaces
between the modules, and planning to assure that the modules
will fit together as a system without subsequent redesign or
modifications to accommodate them. The modules should thea
be scheduled for incremental implementation in accordance
with the defense components' needs and capabilities. This
modification would provide the components with the flexibil-
ity needed in implementing MILSCAP and DSA with the basis it
needs tc determine the kind of automated data prtocessing svs-
tem needed to implement MILSCAP and to plan that systea,
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DSA EFFORTS TO IMPROVE DCASR'S
COMPUTER SYSTEMS

During the evaluation cf M4ILSCAP, DSA developed a plan
to improve its DCASR's computer systems over a period of
about 3 years. This plan was primarily intended to sustain
curtent contract adainistration systems through fiscal year
1980 rather than to accommodate the MILSCAP incremental ap-
proach., However, in March 1976, DSA officials said that the
upgrade could provide sufficient capacity to ‘handle the in-
cremental approach.

The plan provides for three phases of develcpment. Dur-
ing the first two phases, DSA will design and develop a
direct-access system using existinr computers. This is to be
completed by November 1977. According to a June 1975 cost
study, the new system will cost about $1.5 million to develop
if a vendor-supplied data basc management system is used and
about $1 million to develop if less sophisticated data base
scftware is used.

The cost study did not identify any functional benefits,
although it did indicate that data processing cost reduyctions
may be achieved. According to the study, the first alterna-
tive system may result in cost reductions of $40,000 over a
5-year period, while the second alternative system zay save
about $300,060 during that period of time. We noted, however,
that the cost reductions are dependent upon DSA receiving
value for excess equipment which the agency estimates has a
residual value of $650,000.

The third phase is a long range effort to redesign the
direct~access system to provide more responsive inguirty
capability to the functional user through telecoamunications
and to take advantage of the latest data processing techni-
ques. This phase is to be completed by 1980 and recognizes
that the existing computer equipment will have to be re-
placed by laryer equipment with teleprocessing capabilities.
However, the long range functional requirements have not
been identified nor has this phase been cost justifiec.

DSA has started to implement the first two phases of
its plan to accommodate cthe MILSCAP iincremental ap .oacn.
DSA is doing so on the basis of tests which indicated that
the use of a data base system and disc storage will sub-
stantially increase the capacity of the DCASR's computer
systems. The test did not include the sizing of the work-
load that can be expected when MILSCAP is fully implemented
nor an evaluation of the effects that the addition of
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increrents periodically could have on the data base struc~

ture and the data processing system design. Consequently,

DSA is proceeding with its plan without assurance that the

upgrade will be sufficient to handle the increasing MILSCAP
workload until the redesign phase of its plan is completed

in 1980,

Unti1l the MILSCAP requirements are reevalvated and agree-
ments are made between DSA and the military services as to the
definitior. of the requirements and the manner in which they
will be automated, there is no foundation for DSA to upgcade
MILSCAP. Accordingly, DSA should limit the iaprovements to
those necessary to sustainr its current operations.

Specificially DSA should not proceed with the data base
Ranagement system because of the high risk in developing such
a system 2nd the lack of assurance that it will be effectively
transferable to new computers and adequate to handle the
MILSCAP requirements.
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CBAPTLR 4
CONCLUSIONS, AGENCY COMMENTS AND OUR EVALUATION,

AND RECCMMENDATIONS

CONCLUSIONS

The efforts of designing and developing complex autosated
data processing systems are costly and time consuming, con-
strained by 2ime anu aifected by changing technology. More-
over, they greatly affect the functional users and the effi-
ciency and effectiveness of operations. Each effort requires
(1) numerous systems analysts, (2) programers who are gener-
ally in short supply, and (3) limited financial and =managerial
resources. Consequently, the success of such efforts is
highly dependent upon a disciplined approach and the proper
management of needed data processing resources.

The Department of Defense recognizes the requirements for
successful system development. It has issued many instruc-
tions to the military departsents and defense agencies to
discipline the approach and to properly manage develcopmernt
efforts and the needed resources. However, the Defense Supply
Agency and the Office of the Assistant Secretary of Defense
(Installations and Logistics) did not follow the issued guide-
lines in their unsuccessful efforts to implement Military
Standard Contract Administration Procecures through Mechaniza-
tion of Contract Administration Service System II. Specifi-
cally, they dic¢ not follow the guidelines for planning sys:em
development, for reviewing and monitoring its progress, for
identifying alternatives and selecting the most cost-
beneficial method of proceeding with the development effort,
and for appointiig a full-time project manager to guide the
developr'snt (see p. 4). Had they done so, the chances of
success would have been enhanced from the start, or at least
remedial actions to re-direct MOCAS II could have been ini-
tiated earlier and DOD would have been much closer to full
HILSCAP implementation.

DOD's plan to implement MILSCAP incrementally does not
recognize that the critical path to that implementation is
the automated data processing systems of the Defense Contract
Administration Secvice Regions. It does not provide a basis
for DSA to deteraine through cost-benefit analyses whether
those sytems can be improved, modifiel, or redesigned to
handle MILSCAP or whether a new uniform system needs to be
developed to accomplish the implesentation. Unless the plan
is modified to provide for the establishmert of the revised
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MILSCAP requirements at an early date so that DSA can deter-
mine its total needs, the implementation efforts can be ex-
pected to be prolonged and costly without any assurance that,
an adequate automated contract administration system will '
emecge.,

Although an increment»l or modular approach to automating
MILSCAP is practicable, it must be disciplined and provperly
managed if it i3 to be successful. This requires MILSCAP re-
quirements to be identified and modularized before the key-
stone automated systeam is designed or modified by DSA so that
the interface between the modules can be identified ang
planned. This is necessary to assure that the medules will
fit together as a system without subsequent redesign or modi-
fication to accommodate the interfaces. Next, the alterna-
tives to automating the requirements or projected workload,
including the upgrading of DSA's interim .omputer system,
neec to be analyzed by DSA using cost-benefit studies to as-
certain the type of automoted system needed, the software
needed, and the type and size of _omputer systenm (including
teleprocessing) that wili be capable of processing the work-
load. After this is done, a systea development plan should
be prepaied and a full-time manager appointed to guide the
development effort. The plan should include identificztion
of resources needed, milestones to track progress and pro-
visions to alter the modules without changing the interfaces.

The success of an incremental zpproach, as outlined above,
will be highly dependent upon the cooperation of DSA and the
three military services. Although the MILSCAP objectives are
desirable, the defense coaponents must -ecognize the need to
validate those requirements which are common to all and those
that require special handling because they are unique. Once
validated, MILSCAP would provide the means for automatic in-
terchange of contract related data. Further, there must be
agreement on the manner in which MILSCAP will be implemented
through automation and on the time schedule for incorporating
them into the contract adainistration function. Unless this
cooperation is forthcoming, the full implementation of MILSCAP
will be jeopardized. The defense components should recognize
that achievement of a standard system demands an element of
compromise.

AGENCY COMMENTS AND OUR EVALUATION

In our preliminary report, we proposed that DSA limit
furter work on upgrading its computer systems Y0 essential
i~provements until the MILSCAP requirements are finalized and
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a detailed plan to automate them was developed. We also
proposed that a cost-benefit analysis be made of the alter-
natives for automating MILSCAP requirements. We believe
this to be sound advice.

The reply of the Principal Deputy Assistant Secretary of
Defense, included as appendix 1, was partially responsive to
these recommendations. He agreed that total MILSCAP requirce~
ments should be defined and implementation schedules prepared.
However, he propotes to implement certain MILSCAP features for
use by those defense components who can justify them on the
basis of cost and benefits, before the cited total require-
aents are defined and the planning effort is completed. As"
part of this solution, DSA will e required to verify the
capability of its upgraded MOCAS system to handle total
MILSCAP requirements, and final approval of the system im-
provements will be contingent upon a documented capability
to meet the validated MILSCAP requirements, :

Under this approach the uncertainties of proceeding in-
crementally, without defining the total requirements, will
persist. Its success would be dependent upon DSA's ability
to forecast the magnitude of the final validated requirements,
and their impact upon the configuration of the MOCAS Systea
to be upgraded. DSA has previously stated (see page 15) that
it cannot do this. wWe think it is clearly advantageous to
first complete, or substantially complete, the defining and
planning effort.

Further, we do not believe that independent analysis of
"osts and benefits by each defense component for MILSCAP in-
crements is practical or reasonable. The total NILSCAP im-
Plementation cost has not been estimated and cannot be until
the revised MILSCAP? ftequirements have been established and
DSA has postulated the automated System alternatives. In
the absence of such total cost, the analysis would be limited
to the impact that each MILSCAP feature would have on the
internal functional Systems of the defense components. This
would tend to suboptimize MILSCAP in favor of each compon=-
ent's parocnial interests without due consideration of DOD-
wide needs and benefits.

Further, the approach allowz each defense -component to
select and implement only those MILSCAP provisions that
are internally beneficial without regard to the input and
output requirements of the contract administrators. This
particularly affects the DCASRs who have the greatest re-~
quirement for interchanging contract information. If the
defense components use only those MILSCAP procedures  that
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are internally beneficial, then the DCASRsS nced special in-
formation handling procedures to process that portion ot data
not received in MILSCAP formut. This complicates the proc-
essing of contract data, places an unwarranted workload on
the DCASRs, and defeats thu intent of MILSCAP. The needs

at both ends of the exchange must be considered in evaluating
the MILSCAP procedures.

While we agree that incremental implementation of MILSCAP
is practicable, until all of the MILSCAP provisions are iden-
tified, validated, and modularized there is no firm toundation
for planning and developing the needed automated system for
cost/benefit ana‘-'ses and for scheduling and monitoring future
,incremental ianl. - “ation of MILSCAP.

Regarding our ou.er proposal. in our preliminary report.
that a full-time manager be appointed so that he can control
the deve’'pment Of the program. the Deputy Assistant Secre-
tary of ‘ense stated that although DSA has such a managers
functioni:. according to DOD policy, his role will be exam:aed
as part of an upcoming review of MICAS proposed improvements
and will be changed as necessary. We believe that such a review
is warranted hecause we found that the manager does not have
the decisionmaking authority needed to control the program
(See pp. 9 and 10.)

RECOMMENDATIONS

We recomrmend that the Secretary of Defense through the
Office of the Assistant Secretary of Defense (Installations
and Logistics) direct the MILSCAP administrator and the de-
fense components to make concerted e’forts to guickly re-
establish the regquirements for standardizing 2nd automating
the interchange and processing of contract related data under
MILSCAP and to develop an overall plan to implement them
through automation. These efforts should include:

~—~Identifying those requirements that are common to
two or more defense components and developing inter-
change procedures that are suited to the user needs
at both ends of the exchange.

--Identifying those require.-ents that are unigue to
each component and developing special proredures for
handling thenm.

=--Developing temporary procedures for those cases where

a defense component needs to develop MILSCAP capability
before implementation.
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-=-Modula:izing the requirements into subsysteas and :den-
tifying the interfaces between the subsyst.ms.

==Developing a schedule for incrementally implementing
these subsystems in accordance with the needs and cava-
bilities of the DCASRs and the defense components.

Because the critical path in implementing MILSCAP .s
DCASRs® automated systems, we further recommend that the
Secretary instruct the Directdr cf DSA to

-=limit further work on the upgrading of the DCASRs
automated systems to essential improvements until
the MILSCAP requirements are finalized,

—=make a cost-benefit analysis. using the revised
MILSCAP requirements as a basis and the assistance
of the defense components, to ascertain the type
of automated system needed by the DCASRS to implement
MILSCAP and the method of interfacing that 3ystem to
the various defense activities.

~-prepare a detailed plan for developing the automated
gystenm,

--appoint a full-time project manager with decision-
making authority as soon as possible so he can take
part in preparing the plan, performing the analysis.
and controlling the development of the MOCAS system,
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CHLPTER §

SCOPE OP REVIEW

We reviewed and analyzed pertinent congressional hear-
ings, Department of Defense anc Defense Supply Agency regula-
tions, correspordence, prograa plans, expenditures, and other
operational data. We als3oc interviewed officials of the Of-
fice of the Assistant Secretary of Defense (Installations and
Logistics), Office of the Assistant Secretary of Defense
(Comptroller), DSA, the Navy, the Aray, and the Air Force.

During our review, we visited the following offices and
installations

Office of the Secretary of Defense
Defense Supply Agency
Headgquarters, L:.ense Supply Agency
Alexandria, Viry. nia

Data Systems Automation Office
Columbus, Ohio

Deferse Contract Adzministration Service Reaiong--
Chicago, Detroit, and Nev York

Defense Contract Adainistration S>rvices
District Office, Garden City, New York

Defense Personnel Support Center
Subsistence Regional Headquarters
Chicago, [llinois

U.S. Army
Headquarters, U.S. Army

Picatinny Arsenal, Dover, New Jersey
Fort Monmouth, New Jersey

Fort Hamilton, Brooklyn, New York
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APPENDIX I KAPPENDIX I

ASSISTANT SECRITARY OF DEFEMNSE
WANENSION, B.L. MM

ALLATVINGS AN LOGINES 21Jmun

Mr. Fred J. Shafer
Director, Logistics and
Communications Division
Genera) Accounting Office
Vashington, D. C. 20548

Dear Mr. Shafer:

Your Draft Report, dated Novemier 5, 1975. on "Need to Improv. _epartment
of Defense (DoD) Automated Infurmation "aadling Activities for Contract
Adainistration™ (OSD Case No. 4210) hes been reviewed and the following
comments apply:

8. The $47 million (estimate) was expended on operating. modifying,
and developing contract-related segments of 52 automated systems. The.e
efforts encompassed actions to consolidate and standardize systees wvithin
Components. The Military Standard Cootract Administration Procedures
(MILSCAP) are intended to provide common avicmated language, procedvres
and disciplines for commmicating requirel contract-related data amcug
theie systems.

b. A number of MILSCAP features and prevequisite MILSCAP standardiza-
tion actions wer: ivolemented prior to May 1975 (enclosure 1) vhich have
rasulted {n s:rostintial benefits 1n YoD and in 1adustry. The May 1973
<ction wvas dirc:ied toward cancelling an effort to achieve sisultaneous
implementation of remaining MILSCAP features and related internal operat-
ing sysctems of the Defense Supply Agency (DSA) and the Services. This vas
largely caused by wide differences in the readiness of these systems to
ieplement on schedule.

€. Although the attempt at simultaneous implementation vas canceled,
alwost all of the systems continued to functfon and are operating today.
Many systems have been consolidated and standardized. In some instarcen
the efficiency of the Systems vas reduced (for example, Army has had o
generate most of its MILSCAP inputs locally). 1In the case of the
Mechanizstion of the Contract Administration Services (MOCAS) System, the
Phase II developwent vas dropped, but the hardvaze and many applications
were incorporated into the ongoing operating systea. Enclosure 2
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reflects MILSCAP/MOCAS Il concepts incorporated prior to cancellation,
and enclosure 3 reflects those concepts incorporated since cancellation.
In those instances wvhere a system wvas not implemented (for example, the
contract-related proceises of the Afr Force's Advanced Logistics System),
the actions generally resulted from non-MILSCAP related causes.

4. Guidance contained in the Office cf the Assistant Secretary of
Defense (Installations & Logistics) sesorandum of September 19, 1975,
subject: "MILSCAP Implementation" (enclosure &), has been reviewed in
11ght of the Draft Report and the followving comments apply:

(1) The Draft Report cites the failure to assign a project
manager o MOCAS., This system has a full-time project officer, with wide
latitude to mike functional versus sgystexs trade-offs, who is held
responsible for system progress. His “esponsibilities are in accordance

+ with zurrent DoD policy for management ¢ Automatic Data Processing (ADP)
systems. However, as part of an upcoming review of MOCAS proposed
improvements, the role of the project mgnager will be examined and
changed us necessary.

(2) while the Draft Report cndorses MILSCAP objectives and
agrees that the incremental approach to implementation is practical, it
also claims that there vas a failure to identify and modula~ize MILSCAP
requirements or to condne® & cost-beneiji anzlyais of the alternatives
Zor automating MOCAS. Although the September 19, 1975 guidance directed
sowe wodificatio., ti.~ revised MILSCAP Manual will continue to fdentify
the procedurai interface requirements. The Msnual is organized to permit
ideatification of the various MILSCAP precedurcs as separate modules.
Isplementation to date has bee: modular, Schedules fo. future imple-
mentation of this are being developec, and implementation will be care-
fully monitored. The guidance slso directs an analysis of costsx and
beuefits with all major (MILSCAP) increments and exesptions. Ultimately,
decisions are most influenced by the needs and capcbilities of the users.
Examining the issues in reasonable incresents s a relfable method which
allows the employment of MILSCAP to be tailored to these needs and
capabilicies. For example, this approach would not deay two or three
Components the use of standard .utomaric payment notices simply because
it 1s currently impractical for snother Cowponent. Under this approach
sansgement attentfon would not b2z coafined to MILSCAP. All ADP systeas
vill e mansged in accordance vith existing polfcy. This includes
requirements t> generite cost-benef.t analyses for significant systems
izrrovements. For example, DSA 18 currently developing such an analvsis
for MOCAS. 1In sddition, s joint study is conducting a comprehensive
reviev of ‘ontract adsinistrazion systems. The inftiai report of this
effort {s *»» in June 1976.

(3) Conceptually, the Septumber 19, 1975 guidance establishes a

framevork which provides that, when there 1s o common need and capabilicy
to exchange automated data, the daty exchange will be accomplished through
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standard procedures vhich have been justified, jointly developed and
centrelly maintained. Schedules for extending implementation are required.
These must be developed vith and monitored by the Systems Administrator.
This approach perumits the use of MILSCAP «lements as they are justified
snd at the same Cime prevents the proliferation of nonstandard autosated
interchange procedures. This approach is based on # clear recognition of
current conditions sad past problems. It is espacially intended to avoid
the mistakes associatod vith sisultaneous implementation. Reslistically,
the grest varistions % the mode and extent of sutomated processing of
contract-related data require this *ind of flexibl: approsch. It of fers
better control and more assurance of positive results chan the course of
action recommended by the Draft Resort,

e. Since the Draft Report vas issued, the following actions have been
initiated:

(1) Operationsl segments of MILSCAP have been revieved and
i{zprovement zctions are undervay. .

(2) Cosponents are currently revieving requirements and establish-
inz schedules associated with additional MILSCAP modules identified for
early iopleuentation between two vr more Components. As a follow-on
zction, remaining MILSCAP modules will be revieved to validate requirements
and establish schedules for initiating implesentatiocn.

(3) DS’ is in the process of performing an economic analysis oo
MOCAS improvements. DSA will be requested to ver!‘y the capability of the
upgraded system to weet MILSCAP requirements 1dentiiled as a result of (2)
above. Fi.'l approval of the HOCAS improvement ef.orts will be coantingent
upon a docun nted capadbility of the system to meet validated MILSCAP
requi - ements.

This Office appreciates your support of vhe MILSCAP objectives and will
keep your Office apprised on the results of the above efforts.

Sincerely,

Enclosures , ”;(W
As steted .

4. BENNETT

Principal Deputy Assistant Secretary of Defense
{lnstalations and Logistica)
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PRINCIPAL OFFICIALS RESPONSIBLE

POR ADMINISTERING ACTIVITIES

DISCUSSED IN TH1IS REPORT

APPENDIX II

Tenure of office

From

DEPARTMENT OF DEFENSE
SECRETARY OF DEFENSE:
Dr. Harold Brown Jan.
Donald H. Rumsfeld Nov.
James R. Schlesinger July
Wiliiam P. Clements, Jr.

(acting) M2y
Ell.ot L. Richardson Jan.
Melvin R. Laird Jan.
Clark M. Clifford Mar.
Robert S. McNamara Jan.

ASSISTANT SECRETARY OF DEPENSE

( INSTALLATIONS & LOGISTICS):
Dale R. Babione (acting) Jan.
Prank A. Shrontz Feb.
Dr. John J. Bennett (acting) Apr.
Arthur 1. Mendolia June
Barry J. Shillito feb.
Thomas D. Morris Sept
Paul R. Ignatius Dec.

Thomas D. Morris Jan.

DEPENSE SUPPLY AGENCY

DIRECTOR, DEFENSE SUPPLY AGENCY:

Lt. Gen. Woodward W. Vaughan Dec.
‘Lt. Gen, Wallace H. Robinson,

Jr. Aug.
Lt. Gen. Earl C. Hedlund July
Adm. Joseph M, Lyle July
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1977
1975
1973

1973
1973
i969
19638

1961

1977
1976
1975
1973
1969
1967
1964
1961

1975

1971
1967
1964

To
Present
Jan. 1377
Nov., 1875
July 1972
May 1973
Jan. 1973
Jan. 1369
Feb. 1968
Present
Jan, 1977
Jan. 1576
Mac. 197%
Feb. 197}
Feb. 1969
Aug. 1967
Doc. 1984
Presen..
Dec. 1975
July 1971
July 1967





