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The Defense Security Cooperation Agency (DSCA), Navy International Programs Office
(IPO), and the Naval Inventory Control Point (NAVICP) International Programs Directorate have
developed procedures for an experimental foreign military sales (FMS) case that will include
characteristics of FMS and commercial procurement. The FMS hybrid case will be a new vehicle
that provides international customers access to the DoD supply system and the option of using a
commercial buying service (CBS) via a single FMS case. It is not intended to replace existing
supplemental buying service procedures, but to create additional customer options. 

Over the past three years, Defense Logistics Agency (DLA) statistics show non-Cooperative
Logistics Supply Support Arrangement (CLSSA) follow-on support requisitioning has dropped
by 50 percent. The statistics depicted in Figure 1 indicate that FMS customers are going
elsewhere for their consumable material requirements. DoD supplies the majority of FMS
requirements within a few days. However, requirements subject to backorder or spot procurement
often age beyond time frames acceptable to our customers. Currently, 28 percent of Navy FMS
requirements are on backorder. Figure 2 depicts this problem. Note that most of the backorders
are under $25,000. DoD spends inordinate manhours to support these low dollar value
requirements.
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The FMS hybrid initiative will be implemented on a test basis by the Naval Inventory Control
Point (NAVICP) for specific Navy FMS customers that have agreed to participate. The test will
allow FMS customers to submit secondary item follow-on support requirements via a FMS
blanket order case that will process through the Department of Defense (DoD) supply system and
issue if available from DoD stocks. If not available for issue from DoD stocks, the Navy will
electronically forward the requirement to a CBS for procurement administered by the CBS and
customer and monitored by the Navy. The requirement passed to the CBS remains a FMS
requisition for export purposes, and carries with it the FMS case export approval. The FMS test
cases will be initially structured with separate lines allocating 80 percent of the test case value to
the traditional FMS process and 20 percent to the hybrid process. The total of the two lines
comprises the case export value.

Once the requisition is forwarded to the CBS, it is still a procurement within an FMS case,
but with certain differences (hence the term, “hybrid”). Under FMS hybrid, both the Navy and the
customer establish an agreement with a CBS, and funding is executed via a commercial banking
institution escrow account or line of credit. The CBS fees and performance requirements are
negotiated by the customer based on country specific goals and objectives. Best commercial
procurement practices will apply. Any discrepancies in material procured by the CBS are to be
resolved between the customer and the CBS. DoD’s only roles after referral to the CBS are to
ensure CBS transactions are within the FMS case, maintain visibility of CBS procurement dollar
value to insure FMS export is within case financial limitations, and confirm that material procured
was as cited in the requisition. 

Figure 3 depicts the overall FMS hybrid process. Figure 4 summarizes the anticipated
benefits.
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Magnitude of Problem

Backorders Held For Navy FMS Customers*
28% of Outstanding Requisitions

Group Count Total Value

$2,500 or Less 9,627 $5.6M

$2,500 - $25,000 3,090 $23.2M

$25K - $100K 355 $16.4M

More Than $100K 75 $19.5M

Grand Total 13,147 $64.7M

Average Age = 165 Days
Modal Age = 69 Days

45% = > 90 Days
*12,206 DLA, 941 Service

Figure 2

25K Analysis



FMS hybrid represents a distinct new direction in security assistance. If the test proves
successful, we will have the ability to provide interested customers a single portal to DoD
inventories and electronic commerce. We will reduce backorders, improve FMS logistics
response time, and provide options for tailored FMS customer support. We will reduce FMS
infrastructure costs through streamlined overhead and internal management requirements.
Equally important for future supply chain solutions, we will obtain capability to capture all
weapon systems demand, sales from FMS stock, and commercial buying service procurements
for platforms operated by our allies. 
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FMS Hybrid Benefits

Reduce FMS Admin Funded Contracting Expense (U.S. Government)

eBusiness Opportunity/One Stop Shopping (U.S. Government/Customer)

One Requisition for Customer (U.S. Government/Customer)

FMS Hybrid Case - Best of Both (U.S. Government/Customer)

Capture All Weapon System Demand (U.S. Government)

Export Releasibility Preestablished (U.S. Government/Customer)

Shorten The Supply Chain (Customer)

Reduce Backorders (U.S. Government/Customer)

Expedite Case Closure (U.S. Government/Customer)

Figure 4
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