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In This Perspective
On 29 July 2003, The Department of Defense issued a policy requiring contractors to comply with Unique Identification (UID) standards.  This perspective explains what UID is all about and how companies are implementing the standard.

We recently spoke with Rob Leibrandt, UID Deputy Program Manager, about the history and progress of the UID initiative.  When the Government Accounting Office (GAO) identified high areas of risk in the way the military managed inventory, the Department of Defense responded by developing a policy and subsequent Defense Federal Acquisition Regulation Supplement (DFARS) rule requiring that all tangible items in excess of $5000; items that are currently serially managed mission critical, controlled inventory or otherwise might be designated for UID, must be permanently marked for identification.  Contractors had to submit their plans for compliance by January 2006.

Mr. Leibrandt detailed the process of engaging contractors as early as 2002 and that activity has paid off over 400,000 items marked to date.  The DoD had some specific operating guidelines in setting the requirements:

· The DoD did not want to become the central assignment authority for the identification numbers.  Each contractor is required to use its ISO assigned issuing agency code and one of several qualifying Enterprise Identifiers and a combination of serial number or part number plus serial number to establish a Unique Item Identifier (UII) no longer than 78 characters to be guaranteed unique by the UII assignor and used for unique identification.

· The agency did not want to build intelligence into the numbers (e.g. being able to identify attributes of the item from the number itself), which is a wise direction.  The agency is also working with the Air Transport Association (ATA) to harmonize the applicable ISO standards with the SPEC-2000 efforts used by commercial and defense aerospace.  The agency has also worked with NATO to produce a Standardization Agreement that is out for ratification to support weapons platforms that are sold internationally.

· The encoding needed to be flexible, but consistent.  The DoD has leveraged existing ISO standards for the syntax and semantics that must be used when encoding the mandatory ECC 200 Data Matrix symbol which is high-density and can support the long identification numbers.  The bar code can be permanently marked using:  printed labels, data plates, or any number of direct part marking to permanently mark the items.  

· The DoD would make a concerted effort to work with the contractors to bring them into compliance and help them identify potential benefits in their own supply chain operations.  This effort would help the agency defer any additional costs that contractors may want to recover.

The first three objectives are tactically sound, but it is the fourth, the business case, that is most prominent in the minds of contractors.  One of the case studies the DoD provided, General Dynamics C4 Systems, stated directly that they had yet to receive any tangible returns, but remained sanguine about the future stating that they see the potential reuse of the technology and processes to continuously improve their operations.  Some of the areas that hold potential for business benefit include:

· Support for Performance Based Logistics (PBL).  As more contracting vehicles incorporate a pay for performance construct, the need to identify and track the movement of key operational components will be critical.  UID can provide a key mechanism for quickly referencing an item's attributes, use, and history.

· Replenishment management.  Contractors are also doing more contractor managed inventory (CMI) programs for the DoD and they have a classic bullwhip problem.  The wholesale entity, the Defense Logistics Agency (DLA), frequently initiates replenishment orders across the military branches, but visibility to the depot, or point of consumption, is necessary to effectively implement continuous replenishment under a CMI agreement.  UID will be a key building block.

· Counterfeiting.  There is a serious issue around non-genuine replacement parts getting into the maintenance system.  This activity not only puts the warfighter at risk, but also takes revenue away from the legitimate contractor.  UID can assist in confirming authenticity.

· Tracking value added processes.  Many of the items produced for weapons platforms go through many specialized processes to meet specifications.  For example, items constructed from metals may need heat treating, plating, or specialized inspection such as x-ray.  Keeping a tab on these components when they are out to subcontractors for these processes is a well known headache among material managers.  The UID policy approach provides a basis for tracking each item as it is sent out and when it returns.

If you are a defense contractor, the UID program is mandatory for the items covered.  Investment in compliance has implications for manufacturing, supply chain processes, and information technology.  Companies should form a working group to investigate what is needed to comply with the regulation, but also to identify how the universal identification can be used streamline data acquisition, enhance visibility, and support contractual service level terms.  At a minimum the investment should pay for itself, but also holds out the promise of a positive return and improved government relations.
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