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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON 28

B-146700 NOV 1 6 1961

Honorable Sam Rayburn
Speaker of the House of Representatives

Dear Mr, Speaker:

. Enclosed is our report on review of selected activities in the
‘management of food supply by the Military Subsistence Supply Agency
(MSSA), Chicago, Illinois, the Department of Defense!s single manager

for subsistence supply,

In our review, we found that MSSA was incurring unnecessary
costs in the procurement and supply of foodstuffs, We identified about
$1 million in unnecessary costs, although we did not attempt to estab-
lish the full magnitude of the excess costs since MSSA agreed with us
on the seriousness of the problems we identified and the need for cor-
rective action, With respect to nonperishables, we found significant
deficiencies in the policies and procedures used by MSSA?s customers
for computing requirements, This resulted in the use of items in less
economical size container or type of pack, redistribution of stocke, and
procurement subsequent to the planned seasonal buy., Since MSSA has
no control over the computation of requirements, it does not possess
the capability of determining the causes of its troubles and correcting
them. Regarding perishables, excess costs resulted from MSSA's fail-
ure to charge commissary stores for transportation costs and from its
use of distribution facilities in an uneconom:.cal location,

During our review, MSSA took action to start adding the cost of
transportation to the prices charged commissary stores; recovery of
these costs will result in annual savings of about $600,000, The Dep-~
uty Assistant Secretary of Defense (Supply and Services) in a letter
dated July 6, 1961, advised us that the Department of Defense was tak- ,
ing action to 1mp1ement our recommendations (1) to make MSSA re- C
sponsible for the computation of the military services!? reqmrements '
and (2) to determine the most economical location for a d1str1but10n '

facility,

The effectiveness of the actxon taken to transfer the responslbxl-'
ity for computation of the military services! replemslunent reqmre- _
ments to MSSA will depend upon the manner in which the action is o
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carried out, Accordingly, in subsequent reviews of food supply man-
agement, we plan to look into whether unnecessary and costly supply
actions have been substantially reduced and whether work simplifica~
tion, personnel reduction, and diversion of human resources from re-
petitive detailed work to management analysis of the forecasting
process have been given maximum consideration,

This repoz?t is also being sent today to the President of the Senate.
Copies are being sent to the President of the United States, the Secre-

tary of Defense, and the Secretaries of the Army, Navy, and Air Force,

Sincerely yodrs,

Comptroller General
of the United States

Enclosure
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LEPORT ON REVIEW
OF SELECTED ACTIVITIES
IN THE
MANAGEMENT OF FOOD SUPPLY
BY THE

MILITARY SUBSISTENCE SUPPLY AGENCY

DEPARTMENT OF DEFENSE

The General Accounting Office has made a review of selected
activities 1in the manageuent of food supply by'the Military Sub-
sistence Suppiy Agency, Chicago, Illinois, the Department:of De-
fense's single manager for subsistenee eupply. In reviewlng sub-
slstence supply management, we concentrated on deficliencies in the
systems for determining nonberisheble subsistence.requirements and
for distributing perishables to customers which, in our opinion,
materially affect the performance of the agency's mission. We did
not make an over-all evaluation of subsistence supply management.
Our review, completed 1n June 1960, ~was made pursuant to the
Budget and Accounting Act 1921 (31 U.S.C. 53), and the Accounting
and Auditing Act of 1950 (31 U.S.C. 67). The scope of our review

1s described on page 18.

BACKGROUND
Pursuant to the National Becurity Act of 19%7, as amended
(5 U.5.C. 171a), the Secretary of Defense designated the Secretary
of the Army on May 3, 1956, as the single manager for subsistence;
1.e., food for military persounel, within the Department of De?f-
fense. The Milifafy Subsistence Supp}y Agency (MSSA) was |



established on October 26 1956 as the operating agency of the
single manager for subsistence with responsibility for supplying
food to military personnel. Under the immediate control of the Ex-
ecutive Director for Subsistence, MSSA receives data on world-wide
requirements and requisitions from the United States Army, Air
Force, Navy, and MarineICorps; determines the need for procurement
after consideration of 1its availeble stockss aud accomplishes pre-
curement at 10 regional offices and their permanent and temporary
field offices. Procured foods are either shipped directly to cus-
tomers or stored in depots and distribution points in anticipation
of customer demands.

There are presently two suppiy syStems end two separate requi-
sitioning channels for SubsiStenCe in the continental United
States, one for perishables and one for nonperishables. These dif-
ferent systems are dictatedlpfimarily by the type of commodity'énd
required differences in methods of handling. Perishable subsist-
ence requires decentreliZed'operatienS'close to the producing or
market centers near the'cohsumers and responsive to the seasonal
quality and deterioration factors involved. On the other hand,'
nonperishable sUbsistence may be procured centrally and stored and

distributed through normal distribution syétems.

The majority of nonperishables are bought on the basis of es-
timated requirements furnished to Headquarters, MSSA, Chicago,
Illinois, by the military services. Headquarters, MSSA, receives
the requirements data from the following military actiuities' |

1. Army Subsistence Center, Chicago, Illinois--Army and Air
Force requirements.



- 2. Navy Subsistence Office, Washington, D. C.--Navy require-'
ments. : -

3. United States Marine. Corps, Washington, D.C.-~-Marine Corps
requirements.

Army and Air Force requirements for nbnperishables are ceu-
trally computed at the Arm& Subsistence Center and are_based on
foods planned to be served, estimated number of persons to be fed,
procurement delivery leadtime, order and shipping time, operatiug
level factors, and other factors. The Navy and Marine Corps re-
quirements are based on the same general factors with the excep-
tion that a master food plan for future periods of time 1s not con-
sidered. Thils exclusion gives naval activities greater independ-
‘ence in planning meals than the Army and Air Force activities
which generally follow.a'master feeding plan, although they are.
permitted to make limited changes.

The Navy nonperishable requirements determinations require
special consideration of the arrival, departure, and movements of
ships carrying large numbers of personnel in determining the quan-
tities and positioning of stocks to be supplied by MSSA. Navyrre-
quirements are computed by'approximately 53 individual activities
and are_éonsolidated by machine  tabulation at the Navy Subsisteﬁce
Office before they are sent to Headquarters, MSSA. | |

Arnmy, Adr Force, and*Marine Corps requirements'are ceutraliy
computed at the above resﬁective locations.

Headquarters, MSSA, computes over all requirements and dia-
rects appropriate regilonal headquarters to accomplish needed pro-
curement. The 10 regional headquarters are located throughout the

United States.




Financing 1is provided through.the Subsistence_Division;bf tﬁe
Army Stock Fund. The stock fund, a revolving fund, pays for th§
éosts of acquiring stock and charges its customers for such-cdsts-
upon sale. ©Sales are made to customers at standard prices whiéh'
include a surcharge to cover the costs of transportation and cer-
tain other operational costs. All surcharges are periodically ad-
Justed to permit recovery of actual costs. Operating and mainte-
nance costs are paid from funds appropriated by the Congress. |

The following financial information indicates the maénitude
of MSSA's activities. -
o } (In millions)

Sales . | _ $628.Z
Purchases: |
Perishables . o $hh3.2
‘Nonperishables 249,7  $692.9
Inventory'at'June 30, 19593 | '
Nonperishables $ 62.6
Perishables 19.8
Mobilizatlion reserve = _32.2 $114.6

Transportation expenses . _
First destination ' $ 7.0
Second destination 8.2

_ $ 15.2 .
A 1list of agency officlals responsible for the administration

of food supply within the Department of Defense 1s furnished as-ép—

pendix I.



FINDINGS, RECOMMENDATIONS, AND AGENCY ACTIONS

Our review disclosed that MSSA-was incurring unneceSSary'*f
costs in the procurement and supply of foodstuffs. We identifiéd
about $1 million in unnecessary costs, although we did not éttéinp't
to establish the full magnitude of the excess costs since*MSSAi.
agreed with us on the seriousness of the problems we identified
and the need for corrective action. With'respect to'nonperish-
ables, we found significant déficiencies in the policies and pro-
cedures used by MSSA's customers for computing raquirements, énd,
because MSSA has no control over the compuﬁation'of these require-
'ments, it does not possess the capability of determining the
causes of its troubles'and‘correcfing them.._Regarding perishables,
excess costs resulted'from.MSSA's'failure to charge commissary |
stores for transportation costs and from its use of distribution
facilitles in an uneconomical location. |

During our reviéw, MSSA took aétion'to‘start adding the cost
of transportation to the prices charged coﬁmissary stores; reéoﬁa
ery of these costs will result in annual savings of about $600,000.
The Deputy Assistant Secretary of Defense (Supply and Services) ad-
vised us that the Department of Defense was taking action to 1ﬁﬁle-
ment our recommendations (1) to make MSSA responsible for thefhpmp
| putation of the military services' requirements ard (2) to-detérQ
mine the most economical location for a distribution facility.' A

copy of this letter is appended as appendi. II.




UNNECESSARY‘COSTS IN THE PROCUREMENT AND SUPPLY
OF NONPERISHABLE SUBSISTENCE

MSSA was incurring unnecessary costs in the procurement and
supply of nonperishable food items primarily because of unrellable
customer requirement forecasts. These costs were 1ncﬁrred thrqugh
substitution of items in less economlcal size container or typé of
pack, redistribution of stocks, and procurement subsequent to the
planned seasonal buy. We brought our examples of uneconomical ‘sup-
ply acfions-to the attention of MSSA, and,'because MSSA agreed
with us that the problem of unreliable customers' requirements
data was serious enough to require immediate attention, ﬁe did not
attempt to develop the full.magnitude-of the excessive costs in-
curred. . : .. | .

The following summary of uneconomical supply actions taken by
MSSA in the supply of tomato catsup is one of the more serious ex-
amples we identified. These actibhs'resulted from unreliable éus-
tomers' requirementé data. Our review disélosed that over
$900,000 worth of catsup in the wrong size container or type of
pack was procured during fiscal yeafs 1958 and 1959. An addi-

tional procurement of $l78,000 was canceled as a result of our dis-

~closure that the catsup was not needed in the type of container or-

dered. MSSA utilized the catsup in filling needs that are nor-
mélly satisfied through useiof a more economical size container or
type of pack, but this resulted in additional costs of over'
$200,000. 'Furthermore,.$l2,000-in transportation costs was in-
curred to-redistributé some of the catsup. Details regarding

these actions are as follows:



1. As a result of procuring too much catsuﬁ in ll4-ounce bot=
tles and not enough in No. 10 cans (7.14 pounds) in fisecal
year 1958, MSSA authorized the substitution of lh-ounce
bottles to f111 customers' requisitions for No. 10 cans on
a pound-for-pound basis until the excess supply was dis- -
posed of. Since the additional cost to procure catsup in
1l4-ounce bottles 1s about 5 cents a pound, substitution of
the supply of over 3.1 million pounds of catsup in )
l4-ounce bottles resulted in additional cost of $15k, OOO.

2. In fiscal year 1959, the above situation was reversed and
too much catsup in No. 10 cans was to be procured. After
we dlisclosed the failure of the Army Subsistence Center to
forecast its needs in terms of the proper container size,
MSSA was able to cancel procurement of over 1.8 million
pounds of catsup in No. 10 cans valued at $178,000. _

3. Because too much catsup in export pack and not enough in
domestic pack was procured for several depots in flscal

year 1959, stocks in export packs were substituted to fill
customers' requisitions for domestic packs. Based on the
difference in cost between procuring catsup in export and
domestic pack, the substitution of over 3.5 million pounds
of catsup in export pack for domestic pack resulted in ad-

ditional. costs of $55,000.

4. In addition to the above unnecessary costs, during fiscal
year 1959 over 1.4 million pounds of catsup that was ex-
cess at Fort Worth General_Depot had to be redistributed

to Memphls General Lepot. .We estimate that the cost of
transporting this catsup between the two depots was over

$12,000. _ ;
One or more ef_the above types of uneeonomical actions oc-
curred 1n each of the food 1tems we selected for review. In addi-
tion, our tests disclosed that understated customer requirements.
resulted in insufficient procurement duping the normal buying sea-
son and that supplemental procurements were required at_pricee
higher than prices obtained duringithe normal buying seasorn. Fo#
instance,eMSSA’s'pﬁrchase in June 1958 of cherries was insuffi-
cient and 927,000 pounds, er ebout lH_percent of the regulaf_buyé
had to be procured from producers iﬁ September 1958. The addi- |
tional procurements cost abeut'$9,670 mofe than the same amount

would have cost if bought in June because of a l-cent increase per

.



pound. MSSA informed us that it previously had to.authorize its '
10 market centers-to‘prOCure cherries in small quantities fronﬂig;7
cal vendors because of understated custoners' requirements.' Since
records of small quantity procurement of cherries from local ven-
dors were not readily available, we tested recent small quantity
supplementary procurem:nts of tomatoes at one market center and
found that procurements totaling $8,800 cost at least $2,300 more
than the cost of purchases from producers made in season. The
causes of this uneconomicalipractice are described below.
Causes of uneconomical supply actions

Our examination of customers' requirements forecasts identi—-
fied several significant deficieneies that are causing the'uneco;
nomical supply actibns:by'MSSA. The major deficiencies_with anﬁex-

ample for each are discussed below.

1. Failure to diétinggish reguirements properly
by size of container . o

The fallure of the customers to forecast requirements_in7
the proper size or contalner contributed to MSSA's overprocurenent
or underprocurement of tomato catsup, peas, figs, tomatoes,'endix
cherries. For example, requirements for tomato catsup used*es;the
basis for the supplemental procurement of No. 10 cans in the lat-
ter part of fiscal year 1959 as described above should have been
forecast by the Army Subsistence Center in terms of both No._lO
cans and lk-ounce bottles, since where units are small and storage
facilities are limited the ‘use of the No. 10 can could result in
waste. However, the requirements were shown entirely in terns of

No. 10 cans ‘because only a consumption factor for,No, lO_cans:hed




been develbped. This resulted in overstating the requirements for
No. 10 cans§ howevér, as'noted on nage 7, MSSA was able to cancel
procurement of ovér 1.8 million ponndé of catsup in No. 10 cans ;
valued at $178,000 aftér we called this deficlency to 1its atten-
tion.
2. Use of obsolete daia
Example:t Army and Alr Force requirements for numerous

canned fruits and vegetables covering a period beginning January 1,
1959, submitted by the Army Subsistence Center subsequent to the
annual buy were a resubmittal of previous forecasts without recog-
nition that factors used in computing previous forecasts had
chnnged in the intefim. For instancé, we noted (l)decreasesin)
feeding strengths at 3 major Army commands ranging from 21 to '
28 percent, (2) increases in 3 Air Force commands, as high as
76 percent in one instance, and (3) a decrease of an item consump~
tion allowance of 50 percent. We tested 15 items and found that.
requirements'weré misstated by the Army Subsistence Center for |
10 items (ca®sup, pomatoés, lima beans, plums, snap beans, black-
berries, tomato juic:, sliced pilneapple, pears, and tea). The fol-
lowing tabulation setis forth a few examples that 1llustrate the ef-

fects of the use of ojsolete data rather than the then current

data. _

Forecast needs (in thousand pounds)

Based on . Based on

Item. ' obsolete " then current o

(No. 10 can) data data Difference Percent
Plums : 1,313 2,009 696 53
Blackberries 198 294 _ 96 48.5
Pears 10,426 11,018 592 5.6

3



3. Fallure to submit forecasts on time

Example: Our review of forecast submissions due on July 5,
1958, disclosed that MSSA did not receive them from the Army and
Air Force until July 31 and from the Navy until August 28, 1958.
These forecasts were received too late, and MSSA had to use pre?i-
ously submitted data that were 3 or more months old. The effect -
of MSSA's use of the old data is 1llustrated by the understatement

of requirements and procurement for canned tomatoes for fiscal

year 1959.
Understatement or overstatement (=)

__1n thousands of pounds

- ltem Army  Air Force Navy Net total

No. 10 can, domestic pack 11 . 3,525 3,539
No. 10 can, overseas pack . 1,020. =101 = 1,809 2,728
No. 303 can, domestic pack L - 1,202 1,203
No. 303 can, overseas pack. ~207 26 159 —22
Net understatement S o 7,448

The understatement of requirements contributed to the supple-
mentary procurement from”prqducers of about 10.3 million pounds of
tomatoes durlng fiscal year,1959 and_additibnal small quantity sup-
plementary procurements at greater.cost‘as illustrated on page 8
of this report.

4. Use of arbitrary adjustments |

Example: The'Army Subsistgncé,Center reduced Army and Air;
Force forecasts for red sour cherries for a period beginning April
.1958 by 25 percent despite the fact that previous forécasts wefe. |
subStantially under subsequent issues. We were unable to obtain
an explanation for this adjustment, but we did determine that it

contributed to additional supply costs. For instance, this causedz |




the supplementary procurement of cherrics in September 1958, as

discussed on page 7, at an_additional cost of $9,670.

5. Fallure to forecast needs for delivery
in the proper time period :

Example: Our examination of requirements for 5 food items
for the first 3 quarters of calendar year 1959 submitted by 27 of
the 53 pertihent naval activities to the Naval Subsistence'Office,
Washington, D.C., for consolidation and forwarding to MSSA dis-
closed'that.only one activity consistently forecast 1n the proper
future period to assure that adequate suppllies are on hand in the
depots to fill requisitions at the time they are received. The re-
maining activities either'qonsistently or occasionally failed Fo
forecast requirements in thé prbper time period; and quarterly re-
quirements totals were overstated and understated. All thése
5 items--tomatoes in No. 10 cans, catsup in ll-ounce bottles, cat-
sup in No. 10 cans, cherries in No. 10 cans, and carrots in No. 10
cans--required Special action by MSSA to effect supply at addi-

i

tional cost. o - B
Analysis and conclusiQn |

The military services have the capability to control the type
and quantity of the food their personnel will be fed. Require-
ments computations for food items are relatively simple since
clearly established or readily determinable requirements fabto;s
exist togéther with the méans to relate them to personnel strengths
and other data and to adjust them to changing conditions. Hbﬁéver,
while we made detalled examinations of food items at all le&éié in
respect to only a limited number of food 1ltems anq at reiéfi?ely

few customers' activities, our review disclosed several significant




deficiencies in policies and procedures in the development.of'cus-
tomers' requirements that clearly result in the uneconomical.ac-
tions taken by MSSA. : '
The best practicable way to improve customers' requirements
computations is through continuous and thorough examination and
analysis of such computations in detail and in relation to the
supply actions that actually take place. Similarly, the continu-
ous and current application of corrective measures is essential if
uneconomical actions are to be avoided. This, of course, is not
practicable without all relevant underlying facts necessary to the
evaluation and adjustment of requirements. '
' The information that 1s essential to reasonable control of
the subsistence program is now widely dispersed. Personnel com-
puting requirements at customers' activities apparently do not
have sufficient incentive to exerciae the necessary degree ofacon-
tinuous care, since they are not involved 1n the conseQuences'of
their actions. Furthermore, MSSA has no control over the computa-
tion of customers' requirenents and therefore does not possess,the
capability of determining the causes of its troubles and correct-
ing them. MSSA is therefore without means to effectively.control
the nonperishable subsistence supply program of about $250 miilion
in procurement annually. It would appear that the present policy
of decentralizing customers'! requirements computations has re-}i
sulted and will continue to.result in procurement in 1mpr0per5Quan-
tities, maldistribution, and excess costs. p_ ‘hh;:
On the other hand, 1t would appear that all pertinent data
could be more readily made available ‘and controlled through cen-
tralization of customers' requirements, and by that process there

could be greater assurance of accurate, effective utilization of

12



such data with consequent improvement in the effectiveness and éf-
ficiency_of_the entire operation. |

Centralization of customers' requirements computations atjphe
MSSA level, in addition to minimizing the uneconomical supplemep-
tary supply-actions, would éliminate'MSSA's_consolidation of re-
quirements data'presently computed and furnished by the Services
and permit diversion of human resources from repetitive detaileﬁ
work to management analysis of the forecasting procéss. It would
also permit consideration of transfer from manual to machine compu-

tation and possibly accomplish reduction of personnel.

Agency concurrence _ _ _ i

| In bringing our findings and tentative conclusions to the at-
tention of the Departhent bf'Defenée, we proposed that the Secre-
tary of Defense take appropriate action to have the Military Sub-
sistence Supply Agéncy'cémpute requirements based on pertinent er_
graming data affécting future replenishment demands furnished by
the military services on a timely basis.

The Deputy Assistant Secretary of Defense (Supply and Serv-
ices) in a letter dated July 6, 1961, attached as appendix II,
stated that the Department of Defense concurred in our finding;éhd
proposal and that action had been initiated to make the Militafy
Subslstence Supply Agency responsible for the computation of tﬁé
military services' replenishment'fequirements on fhe basis of éfo-

graming data furnished by the services.

:
: . l. T———



FAILURE TO BILL COMMISSARIES FOR TRANSPORTATION
COBTS OF §800. 000 MTRLLY |

Transportation erpenses estimated to be about $600,000_annu-
ally and applicable to perishable subsistence furnished to commis-
sary stores are being absorbed by the Government rather than by
commissary stores as required by regulations.

Our tests of shipments from storage and'distribﬁtion points
disclosed that approximately 18 to 21 percent of second destina-
tion transportation expenées for perishables was applicable to :
shipments to commissary stores. On the basis of total-second dés-
tination transportation expénses of $3.3 million for perishables
in fisca} yea;hl959, wg:estimate that;such expenses apﬁlicable to
commissary shipments amounted to about $600,000. These costs were

not added to the prices charged for perishables shipped to commis-

saries.,
Agency action
MSSA, as an interim measure pending completion of a study of
the cost of second destination expense for items shipped to commis-
saries,.applied'a 1-1/2 percent surcharge ﬁo these items beginning
about May 1960. After completion of the study, a 7-percent trans-
portation surcharge was applied to items shipped to commissaries
effective July 1, 1961. The 7-percent surcharge is to bé revie&ed
and adjusted periodically to'assufe‘recovery of actual costs. |
We believe that the”brqcedures will effectively recoup secbnd
destination'transportation'éOSts if they are followed and the sﬁr—

charge rate 1s reviewed and adjusted periodically.




DUE TO USE OF AN UNECONOMICAL LOCATION '
FOR DISTRIBUTING PERISHABLES
| Our review disclosed that additional costs for transportation
‘and storage amounting.to about $85,000 a year were being incurred |
by MSSA due to use of rented storage and distribution facilities
at Mobile, Alabama, rather than rented facilities at Birmingham,,
Alabama. | |

MSSA had recommended this relocation to the Office of the |
Quartermaster General (OQMG) in 1958, but it had not been acted ;
upon despite the fact that studies made by MSSA from 1956-58
pointed out possible annual savings and the need for such thion.
0QMG adviSed'MSSA tha#uno action would be taken at that time be-
cause pf thé possibility of drastic changes in troop deployment
and other contingént possibilities. | |

Our examination of procurement and distribution operations
during calendar year 1958 in the eastern half of the area serviced
by MSSA's New Orleans office disclosed that the use of rented fa-
cilities at Mobile, which is located near the Gulf of Mexico, as.a
storage and distribution point had"resulted in hauling shipments
recelved at Mobile back oVér parts of the route which they had
traveled to Mobile (back hauling). The ba:k hauling occurs be-
cause much of the perishable subsistence received at the Mobile fa-
cilities in ldrge-volumeﬂshipments-comes from suppliers"Who,are'
north of both the consuming installations and Mobile. Storage and
distribution faéilities-1n-Birmingham,-ﬁh1ch is located in north
central Alabama, are ideally situated to eliminate a substantiéi

portion'of the back hauling.




Our comparison of transportation costs for shipments fremi&en-.
dors to Mobile and to Birmingham in calendar year 1958 disclcsedia
decrease of approximately 420,526 ton-miles at & annual saviﬁgs:
of approximately $37,000 if facilitles at Birmingham were used.
Also, our comparison of transportation costs for shipments fromr'
Mobile and Birmingham to customer's installations disclosed a.de—
crease of approximately 237,177 ton-miles at annual savings'of'ab-
proximately $24,000 if the facilities at Birmingham were used.

In addition, commercial cold-storage and handling costs are.
higher in Mobile than.in Birmingham. Our examination discldsed
that warehouse tariffs for Birmingham were approximately 36 per-
cent less than Mobile s tariffs. We estimate annual savings of ap-
proximately $23,7OO in storage_and handling costs.

Further,tMobile'is not competitive in commercial rePrigerated
truck transportation. We were informed that MSSA is utilizing ‘the
services of the sole refrigerated truck 1line operating out of Mo-
bile while Birmingham has 10 refrigerated truck lines which_pro-

vide a potential for competitive bids. -

Agency comments _

In bringing our findings and conclusions to the attentipniéf
the Department of Defense, we proposed that the relocation of7fhé
_ storage and distribution facility from Mobile to Birmingham be ef—

fected in view of the substantial annual savings available as dis—

closed by studies made over several years.

The Deputy Assistant Secretary of Defense (Supply and Serv-
ices) in a letter dated July 6, 1961, attached as appendix II,

agreed that it is evident that certain savings would accrue by




relocation of the storage and distribution facility from Mobile to
Birmingham. He stated further, however, that the Department of_

the Army would undertake an analysis of costs and compare cost es-

timates at various alternate locations to ascertain where maxiﬁnm

economy and efficiency could be obtained.




SCOPE OF REVIEW

We reviewed controls, policles, and procedures for compﬁtipg
Army, Alr Force, and Navy requirements for nonperishable foods, |
We also reviewed the Military Subsistence Supply Agency's controis;
policies, and procedures for consolidation of its customers' fé;“‘
quirements, consideration of available stock, authorization of,pgg-
curement, ahd other actions taken to accomplish supply. "

In view of the extensive work required to analyze require- 
ments computations and other supply actions, we did not-reviéw fhé
customers' sérvices controls for timely reporting changes in locée
tion of personnel. -

We also reviewed MSSA;S controis, policies, ani procedures "
for getting perishable foods'from'supplieré to customers' inétglié-
tions. | | o | | B

Our field work was completed in June 1960. We requested'cqm;
ments from the Department of Defense in March 1961 on the @étté:éﬁ

disclosed 1n'this'report, and they were received in July 1961, f§f







APPENDIX I
LIST OF AGENCY OFFICIALS
RESPONSIBLE FOR THE ADMINISTRATION OF FOOD SUPPLY
WITHIN THE DEPARTMENT OF DEFENSE

DURING THE PERIOD COVERED BY THIS REPORT

Term of office
From To

DEPARTMENT OF DEFENSE

Secretary of'Defense

Robert S. McNamara

Thomas S. Gates, Jr.

Neil H. McElroy

Assistant Secretary of Defense
(Installations and Logistics)

Thomas D. Morris
Perkins McGuire

January 1961
December 1959

September 1957

- January 1961

January 1957

DEPARTMENT OF THE ARMY

Secretary of the Army

Elvis J. Stahr, Jr.

January 1961

present
January 1961
December 1959

present
January 1961

present

Wilber M. Brucker July 1955 January 1961
Assistant Secretary of the Arm
(Installations and Logistics;
Paul R. Ignatius May 1961 present
Vacant _ January 1961 May 1961
Courtney Johnson April 1959 January 1961
Frank Higgins August 1954 March 1959 -
Army Deputy Chief of Staff
for lLogistics S
Lt. Gen. R. W. Colglazier, Jr. July 1959 present
Lt. Gen. Carter B. Magruder May 1959 June 1959
Army anrtérmaster General _
Maj. Gen. Webster Anderson June 1961 present .
Maj. Gen. Andrew T. McNamara June 1957 June 1961 -



" LIST OF AGENCY OFFICIALS

APPENDIX T

RESPONSIBLE FOR THE ADMINISTRATION OF FOOD SUPPLY

WITHIN THE DEPARTMENT OF DEFENSE

DURING THE PERIOD COVERED BY THIS REPORT (continued)

Military Subsistence Supply Agency

Maj. Gen. A. T. McIntosh

Term of office

DEPARTMENT OF THE NAVY

Secretary of the Navy

John B. Connally, Jr.
William B. Franke
Thomas S. Gates, Jr..

Assistant Secretar of the Na
(Installations and Logistics§
(formerly Assistant Secretar

- of the Navy, Material

Kenneth E. BeLieu
Cecil P. Milne
Fred A. Bantz

Navy Bureau of Sugplies and Ac~

counts - -

Rear Adm. John W. Crumpacker
Rear Adm. James W. Boundy

From To
August 1958 present .
January 1961 present
June 1959 January 1961

- April 1957 June 1959
‘February 1961 - present
April 1959 January 1961
April 1957 April 1959
May 1961 present
August 1958 May 1961

331f;
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ASSISTANT SECRETARY OF DEFENSE
WASHINGTON 25, D. C.

INSTALLATIONS AND LOGISTICS
| IUL 5 et

SS

Deaxr Mr. Johnson:

Reference is made to your letter of 10 March 1961 to the Secretary
of Defense forwerding copies of yosur draft report on the review of. the
subsistence supply within the Department of Defense. The following
obgervations are submitted: _

a. The Deperhnent of Defense concurs in your finding that -
nonperishable subsistence was overprocured and excess costs incurred _ _
due to unreliable forecasts of requirements by the Militery Serv-icea. e
Action has been initiated to correct this situation through revision =
Of Department of Defense Directive 5160.11, subject "Single Mensger . .
Assignment for Subsistence," which has been rewritten, is being staffed,f{f o
and when implemented will mske the Military Subsistence Supply Agency -
‘responsible for the computation of the Milita.ry Services' replenishment o
requirements on the basis of programing date ‘furnished by the Servicea._' R

b. Regaxrding the proposals to relocate a storage and -
distribution facility from Mobile to Birmingham, it is evident that - Co
certain savings would accrue. The Department of the Army will undertake = -
en analysis of costs and compare cost estimates at verious alternate . =~
locations to ascertain where meximm economy and efficiency can be R

obtained.

c. As indicated in your report, corrective action vas ta.ken o
or initiated &uring the review on your other three findinga which are: ~
(1) the Government, rather then commissary pe.trons, vas abeor'bing transr
portation costs on certain commissary items; (2) common carriers were - -
used in preference to contract carriers which had aubmitted lower bids; .
and (3) higher transportation costs were incurred on 17 butter ‘shipments:
because of Conmodity Credit cOrporation 8 feilure to advise MSSA of S 0T
iransit privileges avaiLa.ble. o

d. The Department of the Navy has indicated the.t a.ction he.e
been taken to correct and preclude a recurrence of the. d.eficienciea '
noted concerni.ng Ne.vy eubcistence operations. A

The interest of your staff in the opera.tione of the subsiatence o
supply program is e.pp_recinted. Economy and. efficiency in these operations :

ez
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will receive continued Départment of Defense emphasis. The opportunity
to review and camment on the draft report prior to ﬁn&lization is also
appreclated.

Sincerely yours,

. 7 R
 PAUL H. RILEY
Deputy Assi:ztzt Sxe-cizvy of Dufanco

l‘su"’[ S 2 eyl &
Mr. E. T- Johnson i wes)

Associate Director, Defense
Accounting and Auditing Division
United States General Accounting Office
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