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budgetary restrictions frequently force spare
parts to be bought in small, uneconomical
guantities, driving prices sky high.

“We have uncovered some fundamental flaws
in the way we do business,” said Lt. Gen. Mar-
guez. “The problem is there; we recognize it.
But,” he cautioned, “it's not as simple and
clear-cut as some newspaper articles would
have you believe.”

Those working the spare parts issue like to
emphasize that the Air Force—not the news
media—took the initiative in bringing the prob-
lem before appropriate government officials,
who in turn explained the situation to the Ameri-
can public.

“The word is out that the
Defense Department is
looking more carefully—
and more skeptically—
at the bills it receives
from defense contractors.”

Historically, spare parts buying has defied
simple solutions. It has frustrated service secre-
taries, senior officers, and Congress for dec-
ades. But seldom has the controversy raged so
fiercely as it did when a Department of Defense
Inspector General draft report on spare parts
overpricing was leaked to the press last sum-
mer.

Secretary of Defense Caspar W. Weinberger
reacted strongly to the instances of overpricing,
issuing two plans to improve military spare
parts procurement.

“The word is out,” he told the National Press
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Club in Washington, D.C., last June, “that the
Defense Department is looking more carefully—
and more skeptically—at the bills it receives
from defense contractors.”

Secretary of the Air Force Verne Orr respond-
ed by sending letters to 35 chief executive offi-
cers and presidents of major aerospace com-
panies, stating that “they [horror stories] do
tremendous damage to our credibility with the
Congress and the American people.

“We [the Air Force] have concentrated our
limited resources on large acquisitions because
the pay off has been higher. But it is apparent
we need to look much more carefully at the
pricing of even low-value spare parts,” he
wrote. "We will continue to closely scrutinize
large acquisitions, but the ‘horror cases’ must
and will be stopped.”

Lt. Gen. Marquez acknowledges a shared
responsibility for the problem.

“The aerospace industry is not a den of
thieves,” he said. “We need these people; we
cannot run an Air Force without them. They,
too, are victims of some of the same things that
have hurt us.”

Secretary Orr and Chief of Staff Gen. Charles
A. Gabriel decided to take a top-down look at
the problem through the Air Force Management
Analysis Group (AFMAG), a task force directed
to evaluate spare parts problems and recom-
mend solutions.

The AFMAG brought together about 60 top
military and civilian experts in contracting and
logistics from throughout the Air Force. Based
in Washington, D.C., under the direction of Maj.
Gen. Dewey K.K. Lowe, commander of the Sac-
ramento Air Logistics Center, the AFMAG mem-
bers fanned out over the country, surveying
dozens of government agencies and industry
sources during last summer before issuing an
inch-thick final report in October.

Another contracting expert, Brig. Gen. Ber-
nard L. Weiss, director of Contracting and Man-
ufacturing Policy, Air Force Headquarters,
























After a hard-fought six-year duel, General
Electric was awarded three-fourths of a one-
year, firm fixed-price contract in February. The
Air Force will re-evaluate the contract split
between the companies for future years based
on many variables, including contractor respon-
siveness.

“I'm really enthusiastic about it,” Dr. Cooper
said, noting that many in the defense industry
looked on from the sidelines with great interest.
“The whole procurement world was watching
this particular competition. We set our competi-
tive goals extremely high, and | believe we've
even exceeded those goals.”

Air Force Systems Command, whose respon-
sibilities include the initial spare parts that sup-
port newly acquired weapon systems, has
joined Air Force Logistics Command'’s attack on
overpricing. Both commands have established
competition advocacy programs designed to
increase bidding among contractors for Air
Force business. The advocates work to ensure
fair pricing while removing bottlenecks that pre-
vent competition.

Changing the way the Air Force deals with
contractors also means improving the way it
conducts its internal business—especially with
regard to its outdated AFLC computers, Dr.
Cooper said. It is these computers that track
the millions of spare parts used each year by
the Air Force.

“The Air Force is on the cutting edge of tech-
nology in virtually everything else we do, but
I'm sad to say we have antiquated automated
data processing (ADP) in AFLC,” he said.

This means that the Air Force must hire more
people to man the logistics system, an expen-
sive interim solution to an inevitable—and
essential—equipment upgrade.

“It's absolutely imperative to modernize the
ADP sysiem as soon as possible,” he said.
“Otherwise, we'll end up continuing to throw
manpower at the problem, and we can't afford
to do that in the long run.”

What the Air Force can afford, he said, are
more discoveries of better ways to perform the
mission. The primary reason for Dr. Cooper's
visit to the San Antonio Air Logistics Center was

to present awards to 21 employees whose sug-
gestions will save nearly $100 million. He has
made similar trips to other air logistics centers.

“I'm proud of the people working the pro-
curement system for the Air Force,” he said.
“It's a Total Force effort—both active duty mili-
tary and civilian. With the civilians making up
90 percent of the people in AFLC, however,
they become a real key to success.”

Dr. Cooper beiiaves the spares problem has
been “blown somewhat out of proportion,” but
maintains that restoring taxpayers’ confidence
by ferreting out overpricing is crucial.

“It's kind of a Catch-22: The harder we push
to uncover overpricing issues, the worse the
public perception may become. But we're not
going to back off. We are committed to making
a good system even better,” he said.

—Capt. Brian Hoey

Meeting the press: Dr. Thomas Cooper explains efforts to
solve the spare parts problem. The assistant secretary of
the Air Force for Research, Development, and Logistics says
that restoring taxpayer confidence by ferreting out overpric-
ing is crucial.
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. « « many second-term
airmen are hired away
from the Air Force

by civilian companies.

ice in my old career field. | was superintendent of
my section in Panama, and was progressing nice-
ly. Now | will have to work my way back up the
ladder, and it’ll take some time. | had been in the
Air Force 13 years, and | liked my job. | didn’t
want to change career fields.

“But now, after working in aircraft maintenance
for a while, | am extremely satisfied and look at
my new job as a challenge.

“Aircraft maintenance is tough, but the people
in my new section are great, and they seem eager
to help me because they know I'm just learning,”
he said.

TSgt. Browning’s experience is probably similar
to that of many airmen who have retrained under
the PALACE BALANCE program. His reactions
may even be more the norm: initial unhappiness,
followed by an uneasy period of adjustment to
the demands of a new job, then the realization
that the change may have been the right move
after all.

Others, like TSgt. Mark Buydasz, are more phii-
osophical about being required to retrain. A for-
mer vehicle operations specialist, TSgt. Buydasz
now works with aircraft navigational systems at
March AFB, Calif.

“| wanted to retrain anyway, and | like my new
career field. I'm still learning the job, but | watch
the people in my section, and they help me a lot.
I'm willing to learn from anyone who knows more
than | do, he said.

According to MSgt. Steve Tuten, NCOIC of
AFMPC’s PALACE BALANCE team, several fac-
tors, such as equal selection opportunity for pro-
motion, grade distribution, new or increased
authorizations, and deletion of authorizations,
may cause overages or shortages within Air Force
Specialty Codes. PALACE BALANCE is one pro-
gram that helps redistribute the available re-
source equitably.

“Some career fields, such as food services and
vehicle operations, are considered ‘labor inten-
sive.” In other words, there are more jobs for air-
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men in the lower grades than there are at the
supervisory levels.

“If too many people were promoted to the
higher grades in these jobs, the Air Force would be
paying staff and technical sergeants to do the same
work they did as airmen. There just aren’t enough
supervisory jobs available in some fields to go
around, so some people must change jobs.”

On the other hand, there are specialties consid-
ered “‘supervisory intensive’’—where there aren’t
enough NCOs to fill the authorizations.

Some of the shortages are due to low re-entist-
ment rates—often not because the fields are
unattractive, but because they are too attractive
to outside employers.

Because of their specialized training, many sec-
ond-term airmen are hired away from the Air
Force by civilian companies. Aircraft-related jobs
such as avionics and maintenance are examples
of career fields that, historically, need more peo-
ple in the supervisory ranks.

In an effort to resolve these career imbalances,
PALACE BALANCE moves airmen from the
“have’s’ of the Air Force to the “have-nots.”

The Air Force recognized the problem of grade
imbalances in the mid-1970s. The Vietnam phase-
down affected the number of people needed in
some AFSCs and, about the same time, more jobs
being performed by Air Force people were award-
ed to civilian contractors to perform.

Several options were considered to solve the
problems that developed. Among them were con-
ditional promotions, and awarding promotion
points to those who voluntarily retrained. Another
alternative was to involuntarily retrain the number
of people needed into a particular field. For var-
ious reasons, these options were not implement-
ed.

In 1976, PALACE BALANCE | was created,
strictly as a volunteer retraining program. NCOs
in the grades of staff sergeant through senior
master sergeant were given their choice of AFSCs
and bases of assignment, when available, if they
voluntarily retrained.

Despite the hopes of Air Force officials, PB |
fell short because too few NCOs were willing to
retrain into the shortage skills.

Therefore, the retraining program was revised
and PALACE BALANCE Il was implemented in
May 1979,

The program was in two phases—voluntary and
selective. Incentives such as choice of career
fields (if available), and a guaranteed assignment
of two years at the NCO'’s base of choice were
offered. If an insufficient number of NCOs volun-
teer to retrain into undermanned fields, then a
screening process is used to selectively (involun-
tarily) retrain the remaining number of NCOs
needed.

PB li was a success—the Air Force was able to

AIRMAN



































