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Report to Secretary, Department of Defense; by Richard W.
Gutmann, Director, Logistics and Comsunicatlons Diw.

Issne Area: Military Preparedness Plans (800).

Contact:; Logistics and Communicatioms Div,

Budget Punction: Watiopal Defense: Departmsent of Defense -
Military {except procurement & contracts) (051).

organization Concerned: Department of Defense: Military Alrcraft
Storage and Disposition Center, Davis~Monthan APB, AZ;
Department of the Aray; Departament of the Air Fo "ce;
Department of the MNavy.

Congressional Relevance: House Compittee on Armed Services;
Sepate Committee on Armed Services.

Authority: omB Circular A-76.

The Hilitary Alrcraft Storage and Disposition Center
near Tucson, Arizona, stores, returns to service, recovers parts
from, and disposes of surplus U.S5. military aircraft, Aircrafi
recovered from the Center are used by the military services,
foreign countrias, and public agencles, and reclaimed parts are
used in the services' supply systems., At present, the Center's
tole in providing parts 18 as important as its role in providing
alroraft. About 4,500 alrcraft from the services and the Coast
Guard are at the Center, An average of 1,120 leave each year, of
which 120 are returned to service, 100 are sold to other
countries, 180 are dopated to public agencies, and 720 are
declared surplus and sold. The value of parts resoved and
returned to the services' active inventory has recently averaged
$102.68 million a year, Findingss/Conclusions: In order to be a
cost-effective source of alrcraft and parts, the Center must be
sore effectively managed. The following problems were
identified: the services have not been timely in disposing of
excess aircraft; they have not developed firm criteria
sufficiently so that the Center's assets could be used
effectively; and little or no attention has been paid to
logistical needs for components and parts vhen making dlispostion
decisions. The services were not taking full advantage of parts
avallable on aircraft at the Center and were keeping too many
alrcraft inp reserve status, The Wavy could realize savings of
about 314 million with & more aggressive recovery progras.
Recoasendations: The Secratary of Defense and the tllltlt!
gervices should: reassess the role of the Center and provide a
better definition of the need for the use of its assets; direct
the services to devoclop firm criteria for detersining alircraft
dispositions, recognizing the benefits of early parts
reclamation and logistical needs; direct the services to make
their disposition deciaslons before alrcraft are sent to the



Center; direct sarvices to continue to reevaluate prior

disposition decisions in light of current reguiresents; and
reavaluate the par.s reclasation sethods use

to assure that the
sost effective combination of msethods is being used.
(Author/HTY)
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The Honoraole
The Secretary of Lefense

Dear HMr, Secretaty:

This report discusses the Military Alrcralt Btorage
and pLsposition Center at Davis-Monthan Alr Force Base,
Rrizona, and suggesLs ways Lo lmprove operatlons.

Thin review wad made pecause of our continulng in-
terest in thelplng the services to increase efficiency
while reducing coatn of operations,

We have discussed the report with Department officials
and nave incorporated tneir comments. Many improvements
have cecdlred sinee the time of our review, and these changes
have alsos Deen Lncorporaced.

Thisa report contalns recommendations to you on pages
I/ and 30. As you know, Secrion 236 of the Legislative
Heorganlzatlon Act of 1970 regulres the head of a Pederal
agency to submlt & wrltten statement on actions taken on
nur recommendations to the House Committee on Govelnment
perations and the Senate Committee on Governmental Affairs
not later than 60 days after the date of the report and
to Lhe House and Seénate Committees on Appropriations with
Lhe agency's Eirat request for appropriations mad: more than
40 days alter the date of the report.

e are sending copies of this report to the Director,
Cifice of danagement and Budget; the Chalrmen, House Committee
on Government Upetcations, S5enate Commitctee on Governmental
Aftairs, and the Hous2z an¢ Senate Committees on Appropriations
and Armed Services; and the Secretaries of the Army. WHavy,
and Alr Force,

Gincerely yours,

Lo/
R. W. Gutmann
Director




GENERAL ACCOUNTING OFFICE USE OF THE MILITARY AIRCRAFT

REFORT TU THE STORAGE AND DISPOSITION CENTER
SECRETARY OF DEFENSE COULD BE I[MPROVED
D1 GEST

The Military Aircraft Storage and uispnsi-
tion Center near Tucson, Arizona, stores,
teturns to service, recovers parts from,
and disposes of surplus U,5, military alr-
craftt, The milirary, public agencies,

the American poblic, and other Governments
all look to the Center for aircraft that
are no longer needed. (See p. l.)

Over the years, the use of the Center to
return aircraft to active military use has
decreased to the polinkt where its role in
providing parts is as important today as
its role in providing aircraft. About
4,500 aircraft belonging to the military
services (and the Coast Guard) are at the
Center. An average of 1,120 leave

each year, of which 120 are returned to
service; 100 are sold to other countries;
180 are donated to publ ic agencies; and
720 are declared surplus and sold, pri-
marily as scrap, Aircraft at the Center
are also reclaimed, being a source of
scarce parts, thereby alleviating cricical
shortages and reducing future procurements.
The value of parts removed and returned

to the services® active inventory has
cecently averaged $102.H million a vyear.
(Seae p. 4.)

I'he Military Aircraft Storage and Disposi-
tion Center is intended to be a cost-
effective source of alcecraft and parts.
dsing the Center's resources as needed,
the military secvices can avoid new pro-
curementda and maintaln aircraft readiness.
Howeyer, GAJ tested the operation and con-
cluded that to be actually cost effective--
to obtain thess benefits at the lowest
cast--the Jenter must be more effectively
manaqed, GAD identified these prohlems:

[ed: Shgg!. Upon remavsl. 1Né répar - .
caver 9400 yhowld be Poted NErson, i LCD-TH=42%



--The military services have not been
timely in disposing of excess alr-
crtaft, (See p., 11.)

==They have not developed firm criteria
sufficiently so that the Center‘s assels
could be used effectively. |[(See p. 12.}

--Little or no attention 1as been paicd
to logistical needs for components and
parts when making disposition decisions,
(See p. 17.)

--The services were not taking full advan-
tage of parts avallable on aircraft at the
Center. 1p particular, the Navy could
realize net savings of about 514 milllon
with a more aggressive recovery program.
(See p. 21 and 29.;

--The services were Keeping too many air-
craft in reverve status, (S5ee p. 23.)

RECOMMENDAT1ONS

To improve the use of the Center, the
Secretary of Defense and the Military
services should:

--Reassess the role of the Center and
provide a better definition of the
need for and use of its assets.

==Direct the services to develoo flrm
criteria for determining aircrafr dis-
positions, recognizing that early parts
reclamation offers many benefits; that
is, logistical needs as well as opera-
tional needs should be equally consldered.

--Direct all services to make their dis-
position decisions before aircraft are
gent to the Center.

--Direct all services to continue to re-
evaluate prlor disposition decislions in
light of current requirements f[or whole
alrerafe and partes.

11



--fesvaluate the parts reclamation metnods
ssed to assure that the most effective mix
of methods i85 being used.

AGENCY COMMENTS AND ACTIONS

Since GAD's audit work was completed, both
the Alr Force and Navy have made changes in
their dispositlon programs to better use

the available assets and capabilities of the
Center. HBoth services are pursuing programs
to better apply logistical needs informa-
tion to their decision processes.

I'he Navy has made major strides in reducing
its aircraft lnventory at the Center. It
nas alsp ircreased tunding for its Center
activities and has introduced new parts

and components recovery programs which will
improve its use of the Center's assets.

Army, Navy, and Air Force officials concurred
Wwith GAD's conclusions and recommendations,
and, where appropriate, revisions to this
report were made based on their oral comments.
AU Is encouraged by the actlions being taken
and the responsiveness ta the recommendations.

ii1






CHAPTER 1

INTRODUCT 10N

The Military Alrcraft Storage and Disposlrtion Center

in Arizona has the single largest concentration of aircraft
in the world. All aircraft sent théré are in @xcesas to
current military needa, and most are old and need major re=
;li:l. Nevertheless, many altcraft acre eventually recovered

rom the Center for use by the milltary serwlices, forelgn
countr ies, and public agencies. 1n addition, usable parts
are reclaimed off aircraft and reintroduced into the mili-
taty services' supply systems to avold the cost of new pro-
curements.

In the past, both the Air force and the Navy had major
alrcraft storage facilities in Arizona. Then, In 1964, the
Military Adlrcrafr Storage and Disposition Center was estab-
lished at Davis-Monthan Air Force Base near Tucmon Lo
simplify and consolidate the aircraft disposition process
and to reduce costs. The Navy storage facillty near Phoenix
was closed. The Department of Defenpe (DOD) envisioned the
Center as a ready source of aircraft which could be promptly
returned to the military services when nsedad.

The Alr Force, through the Air Force Logistics Command,
acts as the single manager for the Center. The Center's opera-
tions are governed by an interservice support agreement that
is updated annually at a multiservice conference. {See
chart on p. 2.) The agreement requires that each seivice
provide the Center with workload projections and lists of
parts to be reclaimed. The agreement alsoc covers the work
to be done for each service, such as storage and vithdrawal
of aircraft, and billing procedures.

The Aircraft Center is a large outdoct storace facility
covering 3,000 acres of desert and having a few large bulld-
ingas to house administrative personnel and process alrcrafe
and parts. The Center's fiscal year 1977 budget was 515
million, of which 90 percent was speént on salaries for its
840 civil service employees.

Because of the desert's weather and soil conditions, it
provides an ldeal and ilnexpensive storaqe locatijon for large
numbers of alrcratt, To preserve the alircratt, engines and
fuel systems are flushed with oil and a preservation mixture,
and pocrtions of the outer bodies are covered Wwith a protec-
tive coating to reduce the temperature within the airtcraft,
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Once preserved, the aircraft are simply parked in rows on
the desert floor where they receive periodic maintenance

a8 necessary. Alrcraft can be stored this way for 4 years
before they must have their engines tested and represerved,

THE CENTER'S WORK

The Aircraft Center's workload can generally be assigned
to the following:

--Aircraft storage, which includes preserving, sealing,
and positioning the aircraft.



--Maintenance in storage, which consists of periodic
inspecitions to maintain a proper level of preservation.

==Alrcraft withdrawal, which prepares aircraft in storage
for a one-time £light or surface shipment.

=+ Alrcraft parts reclamation, which is the disassembly

of aiccraft to recover parts and components for further
use.

-=Miscellaneous work, which includes such things as

speclal Inspections, parts handling, and aircraft
relocation.

Measured in terms of direct labor hours, the workload
distribution Eor fiscal year 1977 is shown below,

Industrial
Workload workload for
categories FY 1977
{percent)
Alrcraft storage 12
Maintenance 9
Aircraft withdrawal 10
Pacts reclamation 49
Miscellaneous work _20
100
—

Alreraft inventory at the Center

About 4,500 aircraft from the three services and the
U.5, Coast Guard are located at the Center. An average of
5% percent of the aircraft are resecved for possible
return to the services or for sale to foreign countries
through the Security Assistance Program, 25 percent are in
reclamation status awaiting possible donation or recovery
of parts, and 20 percent are owned by the Defense Logistics
Agency awaiting public sale. Aircraft status figures 1/
as of June 1977 are shown on the next page,.

1/These [ilgures reflect alrcraft status at the time of our

review. 3Since then, the services have taken actions to
treduce the number of aircraft held.



Alr Coast
Force Navy Army Guard Total

In storage 664 1,390 587 8 2,649
In reclamation
status 499 491 142 14 1,146
Owned by Defense
Logistics Agency __461 106 146 - 715
Teotal 1,624 1,987 877 22 4,510

The original acquisition cost of the afircraft on hand
is about $& billion. However, their current value is sub-
stantially less, due to age and parts removal. For example,
sales of tactical and commercial aircraft to other countries
under the Security Assistance Program return from 5 to 20
percent of the average $1.2 million acquisition cost per
alecraft. In contrast, public sale of commerclial=-type
aircraft in flyable condition through the Defense Logistics
Agency usually returns about | percent of the acquisition
cost. Tactical aircraft are sold publicly through the De-
fense Logistics Agency as scrap with a return value less
than one~half of 1 percent. Tactical aircraft must be cut
up into scrap before public sale can aoccur.

AIRCRAFT DISPOSITION

According to Air Force officials, approximately 1,100
aircraft leave the Center each year for one of four ultimate
dispositions, as shown below for fiscal years 1976 and 1977.

Average

Alrcraft number

dispositions a year
Service reuse 120
Security Assistance 100
Donation 180
Fublic sale 720
Total 1,120

Once a service review board decides that aircrafr are
not needed in reserve for the services or the Secu.ity Ar-
sistance Program, the ajrcraft are placed in reclamation
status, and a screening process begins. The aircraft are
first offered to the other services for 10 days. After this
screening, the distinction is made between tactical- and
commercial-type aircraft.
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lactical aircraft are designed to attack military tacgets,
and DOD policy prohibits their sale or donation to the
public in flyable condition, BSome tactical aircraft are
used for displays, but most are sold for scrap. The dis-

position and screening process, in crder of priocity, are shown

below Eor both tactical- and commercial-type aircraft.

Disposition/Screening Priorities

Tactical alrcraft Commercial-type aircraft

1. Owning service 1, Owning service

2. Other service 2., Other Secvices

3, Becurity Assistance 3. Security Assistance
Program Program

4. Service parts rec- 4. Federal agencies
lamation 5. State and local agencies

5. Public sale by the 6. Service parts reclamation
Defense Logistics 7. Parte reclamation by other
Agency (no reflight Government agencies
permitted) 8. Public sale by the Defense

Logistics Agency (poseible
reflight permitted)

Once in reclamation status, a few aircraft of each type
are designated as reclamation insurance types. These air-
craft are held in reclamation status until the owning service
is sure that parts or structural components will never be
needed to support active aircraft,

FUNDING

The Aircraft Center is a gquasi-industrial funded opera-
tion. The Air Force, as manager, receives funding from the
services on a guarterly basis for work done. The services
ate billed for direct personnel and maintenance costs ap-
plicable to priority removals, special projects, and certain
portions of routine reclamationg directly attributable to the
specific service and for a proportionate share of indirect
and overhead costs,

Revenue from sales of aircraft through the Security
Asslstance Progcam is retucrned to the owning service if the

aircraft needs to be replaced. Otherwise, the services recover

costs of sale which include maintenance, storage, preserva-
tion, and withdrawal costs from the time the aircraft were

made available for Security Assistance Program sales. Gen-
erally, aireraft sold from the Center will not be replaced

by the owning service,



Sale of aircrafr to the public, as scrap or whole air-
craft, is done by the Defense Logistics Agency. Revenue
from such sales la used by the Agency to first cover its
coasts of operations. Excess funds are turned over to the
Alr Force to defray costs of routine reclamation pru?:a-j
for all the rervices. The Alr Force received 33.5 million
in fiscal year 1975, $2.3 million in fiscal year 1976, and
an estimated 51 million in fiscal year 1977. Future years'
sales by the Defense Logistics Agency will probably not gen-
erate any additional funds because of increased costs of
operations,

A8 shown below for fiscal year 1977, most of the Center's

funds, as well as workload, have been provided by the Air
Force.

Direct-
labor Funds
hours Percent provided Parcent
Alr Force 395,053 65,2 $11,020,619 73.4
Navy 155,947 25.8 2,828,387 18.8
Army 25,577 i.2 328,615 2.2
Coact Guard 506 A 135,544 .9
Foreign
military
sales 25,871 4.3 654,180 4.3
Other 2,50 X 54,755 .4
605, 458 100.0 $15,022,100 100.0

SCOPE OF REVIEW

We reviewed documents and interviewed agency officials
ati:

~~Air Force, Navy, and Army Headquarters, the Pentagon,
Washington, D.C.

--Defense Logistics Agency Headquarters, Cameron
Statilon, Virginia.

==The Navy Aviation Supply Office, Philadelphia,
Pennsylvania.

--The Air Force Logistics Command, Dayton, Ohio.

--I'ne Warner Robins Air Logistics Center, Robins Air
Force Base, Georgia.



-=The Naval Alr Rework Facllity, SBan Diego, California.

-=The Military Adrcraft Btorage and Disposition Center,
Davis-Monthan Air Porce Base, Arizona.



CHAPTER 2
AIRCRAFT STORAGE AND DISPOSITION: AN OVERVIEW

The Military Alrcraft Btorage and Disposition Center is
conceptually a cost-effective source of alrcrafr and parts.
By using the Center's resources when needed, the military
services can avold new procurements while maintaining air-
craft readiness. In addition, public agencies can obtain
Government eguipment at a lower cost than that avallable
commecrcially, so the equipment can be used over its full
life. But to fully obtain these benefite at the loweat
cost, both the military services and the Alrcraft Center
must effectively manage aircraft disposition, Effective
management should Include:

--Firm service criteria for determining when aircraft
should be sent to the Center.

--Early service decisions, cased on realistic projected
requirements, on what status aircraft should be placed
in when they arcrive at the Center.

--Effective workload pl-nning by the Center to insure
good productivity. Accurate work projections by
the services are essential to such planning.

~~Eapy access to the Center's resources for all potential
customers and full use of these resources.

THE CENTER'S ROLE IN CHANGING TIMES

When first established, the envisioned tole of the
Center was as a ready sour~e of aircraft which could be returned
to service as needed in a relatively short time, such as for
mobilization. As such, the Center's resources were included
in the military services' mobilization plans.

Over the years, the complexity of aircraft systems has
increased to the point where they now require a great deal
of specialized skills and eguipment to keep them operational.
Trained aircrews, malntenance personnel, associated ground
support equipment, and supply support are all essential to
a viable alrcraft system. But as aircraft are phased out
of active service, so are all these essential elements. Thus,
when aircraft are sent to the Center, they often lose their
usefulness as an operational system.



The Secretary of Defense ln 197/, recognizing that because
of these factors the Center would not be able to fulfill the
services' future mobilization needs, stated that in programing
for ful. mobilization the services should not plan on using
the Centuer's assets.

L]

This then leaves the question of what cole the Center
should have in the future. We believe that, if a specific
need for the aircraft has not been identified by the services,
they or their parts should be fully used in peacetime to
obtain the most benefits from already funded Government assets.
The Adlrcraft Center's role of providing parta is now as
important as its role of providing aircraft.

MATCHING NEEDS WITH RESOQOURCES

In deciding when aircraft should be sent to the Storage
and Disposition Center, the military services must first de-
termine their curcrent and future aircraft needs. Alircraft
are usually declared excess and sent to the Center for the
following reasons.

--The service no longer has an active force need for
the aircraft.

==The aircraft is too old to be safely operated.
--The aircraft is being replaced by new equipment.

-=The alrcraft has become too expensive to operate
and additional modification is not cost effective,

In addition, a small number of alrcraft are sent to
the Center for temporary storagse. BSome of the reasons for
doing this are awalting conversion, modification, or over~
haul.

Criteria for making disposition decisions

The services use similar criteria for making their dis-
poaition decisions, including budgetary allowances, assigned
missions, production schedules, alrcraft conditions, and
force goals. A key varlable is flying-hour plans, which
are directly related to such resources as flight crews,
maintenance personnel, replacement parts, and various other
support personnel. These and other factors are examined
by review committees established by the services tc make
recommendations on the disposition of aircraft in the active
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fleet for up to 5 years in the future, The committees usually
mest once or twice a year to determine aircraft disposition

and to reevaluate past decisions in light of any recent
changes.

Overall, this vart of the disposition process appears
to be adeguate for meeting the services' needs. Problems
appear to arise when decisions must be made about the excess
alrcraft. Should they be sold to meet Security Assistance
Program needs? Should they be put in reserve status at the
Center, and if so, for how many years? Or should they be
put directly into reclamation status for use of thelr parts
on active aircraft? BSuch decisions should be made as soon
as the airrraft are declared excess and should be based
on ceasonable projections of the potential for whole air-
craft sales and the services' repair parts requirements. In
practice, however, the military services do not always make
such projections before deciding on aircraft disposition,
Indtead, the services' headgquarters, with assistance from
the affected activities, use the following informal criteria.

~~The owning service's needs for operational aircraft
have priority over other needs, such as the Security
Assistance Program.

--Requirements for whole alrcraft have priority over
requiremente for parts when the ramoval of parts
would make alrcraft creuse infeasible.

--Gufficient reserves should be kept to meet the

largest projected contingency need for operational
ajrecaft.

Potential benef.ts from
eacrly parts reclamation

Because requirements for vhole ailrcraft have priority
over parts requirements, the services often put their excess
aitcraft In reserve storage at the Center, Alrcraft held
in reserve can serve several useful purposes: taey can be
reused when needed due to attrition or slippage of new
aircraft procurement, or they can be stored for future
missions or modifications. They can also be so0ld under the
Security Assistance Program.

Wwhile held in reserve, hovever, aircraft cannot be used
45 a routine source of compcnents and parts for supporting
aircraft of the same or similar type; but can be used on
a priority basis., The services generally keep aircraft in

11



reserve storage about 4 years before returning them to
service or placing them in reclamation stacus.

Because of revised force qoals, the modification and
upgrading of individual aircraft, and the Introduction of
new aircratt, the active fleets are constantly changing.
All three military services are currently introducing new
aircraft into their active inventories, such as the Air
Force's F-158, A-108, and F-16s; the Navy's F-148 and F-lés;
and the Army's new attack and utility helicopters. As
these aircraft become more prevalent in the active forces,
older aircraft will be taken out of service. Thus, the
number of active aircraft that could benefit from parts
on the Center's aircraft will continue to be reduced as
time goe= on. The Center's older aircraft are also less
likely to be recalled as whole aircraft when the active
Eleet consists of more advanced models. The longer airc-
craft remain in storage, the less valuable they become,
both as whole aircraft and as a source of parts.

It may be more economical to place excess alircraft
directly into parts reclamation status, when a large numbecr
of similar aircraft are still in active service. Doing so
could save procurement costs Dy reintroducing still-usable
parts and components. A 1975 Alr Force audit, for example,
estimated that 535 million could be saved Crom @arly parts
reclamation. The Air Fforce began a program in October 1976
which removed selected parts and components from newly
arcived aircraft. In its initlal assessment of this program,
the Alr fForce estimated a potential of 5100 million in addi-
tional recoveries. An Alir force official stated that, as
of mid-1978, the program had resulted in recoveries valued
at about $116 million.

We are not advocating that all excess aircraft be placed
immediately in reclamation status. We believe, however, that
future regquirements for excess aircraft and their parts should
be more thorougnly examined belfore disposition decisions
are made, and that cthe costs and benefits of disposition
decisions which lead to aircralt being held in reserve for
4 years should be reassessed,

USING THE AIRCRAFT CENTER

The services' use of the Military Adrcraft Storage and
Dieposition Center varied greatly. The Alr force looks to
the Center first for needed parts and extensively reclaims
parts to reduce procurement costsa. The Navy, on the other

13
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hand, uses the Center as a source of last resort for critically
needed parts.

The Army uses the Center for limited reclamation and
to dispose of excess hellicopters and small fixed-wing air-
craft. It conte~rds that storing hellcopters at the Center
for future use is not economically sound and that it has

faw excess aicrcrafe. As a result, the Army's workload at
the Center L3 guite amall.

The Center's total workload has been declining. From
fiscal year 1976 to 1977, the workload {as shown by direct-
labor hours) decreased by 26.4 percent. [In October 1977,
the Centeéer was reorganized and its work force was reduced
ad a pacrtial renzlt of this reduction. The work force has
been steadily declining slnce 1974, as shown below.

Assigned Dec. Dec. Dec. Dec.
work force 1974 1875 1976 1917

Civilian yl7 d85 840 773
Military 109 107 [ 86
Total 1,026 992 923 59

|
I

Although the work force has been reduced to better
Buil Lhe workload, Center officials stated cthat labor pro-
ducetlviry has been poor due to unanticipated workload
fluctuations, The workloads for aircraft storage, with-
drawals, and reclamations have been unstable, because of
frequent decision changes, particulacly for foreign mili-
tary sales withdrawals. 'The services, for their part, have
stated that such changes are driven by DOD-wide budgetary
changes and executive branch decisions concerning foreign
military sales, and not service decisions per se. As shown
in the following chart, the actual workloads for fiscal year
1977 varied from the programed workload by 17 percent.

Although the reasons for the fluctuations put forward
by the services certalnly appear valid, it is apparent from
tne chart that when comparing the services' programs and
thelr variances the driving force for stabilizing the work-
load is reclamation., This comparison would appear to support

our case for earlier and decisive disposition declaions by
the owning services.
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Variance Between Actual and Programed

Workload During Fisca 19 rect Manhours
Frogram
{note a) Actual Variance Percent
Alr Force:
Storage 41,133 29,667 11,466 28
Withdrawal 21,959 32,533 -10,574 48
Reclamation 222,552 219,384 3,168 1
Havy:
Storage 58,961 44,105 14,856 25
Withdrawal 20,272 20,036 236 1
Reclamation 80,828 64,903 15,925 20
Atmy:
Storage 12 3,103 -3,0981 25
Withdrawal 16,074 3,121 12,953 81
Reclamation 10,377 16,495 -6,118 59
Total lTJ‘IEH 133!341 TIEJE? %l

a/As of the beginning of the fiscal year.

Changes in the workload mix, which cause workers to be
transferred between functions, can adversely affect produc~
tivity. Buch transfers reduce the |dvuntntt- of specializa-
tion and dtlrugt work as personnel and equ nt are trans-
ferced, even though much of the work force is cross-trained.

According to Center officials, the services' workload
Eorecasts for the coming month are the only ones accurate
senough for allocating the work force between activities.
Although the services provide the Center with a S-year fore-
cast that is updated yearly, it is not accurate snough for
work force scheduling. Both Air Force and Havy officials
agreed that this was a continuing problem, for the services
as well as the Center. 8ince the time of our review, how-
ever, both services have taken steps to improve their work~-
load forecasting procedures. For example, the Alr Force
semi-annual review now includes 1ulrtl:13 projected storage
availability data, by alrcraft, for the next 2 fiscal yeurs,
The Navy has reevaluated its planning process and now in-
cludes a full S-year projection with quarterly updating
in its process. The Navy believes that the first 1- to 2-
Years ptuilctlnni are quite accurate. Further outyear data
is not quite as good, being dependent on various factors
which make it subject to varying degrees of change.
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The Center's productivity problema, along with QOffice
of Management and Budget Clccular A-76, 1/ have prompted the
Air Force to consider turning operations over to a private
contractor. In June 1977, the Air Force initliated a study
of the Center's costs and planned to soliclt proposals from
industry. The proposals are to be reviewed and compared
with Air Force costs to do the work in-house. ‘The Alr Force
estimated that, If the study favors a private contractor,

a contract would be awarded as =arly as February 1%79, and
48 milicary and 749 civil service positions would be
eliminated.

We believe that, should the proposed changeover occur,
the recommendations we have set down in this report would
stkill be valid. In fackt, under a contractor-operated sys-
tem, the changes we have sugqested would be more important
than ever. A contractor, for example, would not pecmit Lhe
pervices to make the kind of last minute program changes
that have occurred in the past without charge.

CONCLUS IONS

The military services have not done all that is possiole
to help make the Alrcraft Center a successful and economical
storage and distributlon point. Although the services'
criterla for sending aircraft to the Center appear to be
adequate, they have not fully developed firm criteria for
using the Center's resources, Because of this, these
resources have not been used to their full extent.

Past decisions on what to do with the alrcraft once
they are excessed have been made with little regacd for
current and future logistics needs. What (8 needed is
an aggressive, timely program of matching supply support
requirements with the Center's available and anticipated
assets. Once such a program is operating and the costs and
benefits of disposition alternatives have been thcroughly
assessed, the services should be in a better posit:-.n to
make accurate workload projections. Such projections are
essential to efficlent work force planning at tne Center
and to improved productivity--regardlnss of whether the
Center |ls Government=- or contractor-operated.

1/Circular A-76 affirms the Government's genecral policy of
relying on the private enterprise system to supply its
needs, except when the national interest compels the
Government to provide iLts own products and services.
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I'ne services need to more closelv match logistical
needs with available sssets at the Center, By pursulng a
more aggressive program In thls area, the services san
provide the Center with a better defined workplan, as well
as reduce their own needs for costly procurement of parts
which could be retrieved from the Center's assets.

AGENCY COMMENTS

Both Alr Force and Navy officials stated that major
changes have been introduced into their alrcraft disposi-
tion planning processes to better use the Center's capa=-
bilities. For example, the Air Force has improved its
method of providing information on future dispcositions of
aircraft. The Navy has also changed its projection methods
to include quarterly updates of diepositions, Both changes
should improve the Center's ablility to program lts workload
on a more consistent basis.

Both Bervices are also getting more information from
thelr loalstical support systems as to speclfic parts and
components neads. The Navy in particular has instituted
proqrams to improve the matching of this information to
thelr disposition decision process. For example, improved
save parts lists provided by the air 1D?lltlﬂl staff
will aid in determining what types of aircraft should be
ceclaimed on arrival at the Center.

RECOMMENDATIONS

We recommend that the Becretary of Defense:s

--Reassess the role for the Alrcraft Center in terms
of his 1977 decision that programing for full mobiliza~-
tion :gnuld assume that the Center's assets will not
be used.

==Having reassessed the role, direct the services to
develop firm oriteria for determining aircraft dis-
poeitions, recognizing that early parts reclamation
offers many benefits. and that loglstical needs as
H:ll i; ﬂplrltiﬂnll neads should bs equally con-
sBldeared.

==Direct the services to make every effort to provide
the Center with as accurate and timely a forecast
of aircraft disposition decisions as possible, to
aid in better workload vlanning.
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CHAPTER 3]

SAVINGS AVAILABLE PROM RESERVING FEWER

AIRCRAFT AND RECLAIMING MORE PARTS

As stated in the previous chapter, the effective use of
excess alrcraft depends on early aircraft disposition plan-
ning based on expected needs. If more aircraft are placed
in reserve storage than can be expected to be reused, un-
necessary storage and preservation coste are incurred. And
the longer ailrcraft are held in reserve, the lower their
parts reclamation value and surplus sales values,

The Navy has held many aircraft in reserve for lengthy
periods, and has reclaimed significantly fewer parts from its
alrcraft than the Alr Force, primarily because of, according
to the Navy, a lack of available funding and a reluctance to
use the Center's parts.

NEED FOR BETTER NAVY PLANNING

The military services follow similar procedures in iden-
tifylng aircraft to be sent to the Military Alrcraft Storage
and Disposition Center. In planning the aircraft's disposi-
tion at the Center, however, the services differ. While the
Alr Force and Army plan their reserve requirementa and dis-
positions along with their active fleet requirements, the Navy
plans its reserve requirements and dispositions separately--
after the alrcraft are in reserve storage.

As part of their disposition decisionmaking, the services
must determine what level of preservation the alrcraft are to
receive when they arrive at the Center. Full preservation
allows aircraft to be stored for 4 years with only occasional
maintenance. Lesser degrees of preservation, which are lesas
costly, can be used when aircraft are to be stored for shorter
periods or have a low potential for rcuse. Both the Alr Porce
and the Army use lower levels of preservation on alrcraft that
they have decided will not be returned to service. But be-
cause the Navy does not make disposition decisions until
after the aircraft have been sent to the Center, its air-
craft have routinely been fully preserved.

For example, the Air Force programed 553 alrcraft of
various types to be withdrawn rrom active service during
the last half of fiscal year 1977, and fiscal years 1978
and 1979. Of these aircraft, 245 were to go directly into
reclamation. Conversely, for the same period, the Navy
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programed 1,071 aircratt to be withdrawn Erom active service,
all of which were to be fully preserved and placed in reserve
storage, BSince the Lime of our review, the Navy has made
significant changes to its disposition proyram. Some air-
craft are now being sent directly to reclamation, rather than
having all placed in reserve.

The cost difference between fully preserving and par-
tlally preserving an aircraft placed in reclamation status
is shown below.

Initial cost of

Alrcraft esecvatio
type FUEE FEEE!i! DLEference

F=4 fighter §6,496 §5,516 $§ 980
F-8 Eighter 4,536 3,472 1,064
A=4 attack 3,668 3,080 588
P-2 patrol 7,224 6,132 1,092
8-2 teol 3,864 3,612 252
C-118 cargo 7,420 6,300 1,120
H=1l helicopter 2,408 2,044 364

If the 1,071 Navy aircraft had been assigned to the
Center in the same proportions as the Alr Force's, about
44 percent, or 471 aircraft, would have been sent directly
to reclamation. Assuming an even mix of alrcraft, as shown
in the chart,; the average cost for full preservation (used
on alrgraft going directly to reclamation) would have been
$5,080. The average cost for partial preservation (used on
alircraft golng directly to reclamation) would have been
$4,308, The savings per aircraft would have been $780; and
the savinge for all 471 aircraft would have been $167,380,

It should be noted that the Hlvz has since taken several
steps to change this situation, which include sending se-
lected aircraft directly to reclamation,

The Navy uses an alrcraft disposition committee, which
meets once or twice a year, to determine the status and plan
the disposition of alrcraft held in ressrve. Although the
comnittee has broad Navy representation, Lts guidelines are
not clearly defined enough to direct its decisions. As a
result, moat of lte decisions on the number of aircraft to
be held in reserve are not supported by reasonably certain
projections or requirements.
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COAST GUARD AND NAVY AIRCRAFT IN STORAGE
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EXCESSIVE NAVY RESERVES

S8hown below is the number of reserved alrcraft held by
each of the services as of August 1977, and the ratio of
their reserve to total operational alrcraft.

A
Navy Air Force l,'nm::r.}

Alecraft resecves fors
Potencial future service

use B2l T44 544
Security Assistance
Program 494 51 7
Other (note b) 26 2 6
Total 1,341 797 éé;
Operational alrcraft
{as of sarly 1977) 5,295 8,991 8,307

Ratio of reserves to
operational +25 tol (0% tol .07 tol

a/Excludes aircraft stored at other locationa.

b/Aircratt held for potential use by other Federal, Statie,
and local agencies.

As can be seen, the Navy holds a much greater percentage
of operational aircraft in reserve than either the Army or
the Air Force, Additionally, the quantities reserved are
large when compared with the total number of aircraft returned
to service since 1965, particularly considering that the
quantities being put in storage and returned to service have
been on a general decline since the Alrcratt Center opened in
1965, The following chart shows the number of aircraft which
the Navy put in reserve and withdrew from reserve for fiscal
yearas 1965-76.

z1



NAVY RESERVE INPUTS AND WITHDRAWALS AT THE CENTER

NUMBER OF AIRCRAFT
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The Navy also retains many aircraft in reserve beyond
the time that the average stored aircraft is returned to
service and beyond the 4-year preservation limit. As of May
1977, the Navy had 367 and the Alr Force had 72 1/ aircraft

in reserve beyond 5 years as shown.

”uw1-zE:FHiHHIETEHMNGEJlIIHFhIA?’1IT?

1/Excludes B=52 heavy bombers so that similar aircraft can
be compared.
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Holding aircraft in reserve for excessive lengths of
time adversely affects their (1) parts reclamation value,
(2) donation value, and (3) susplus sales value as whole
airccaft. The parts reclamation value is greatest when the
alrcraft firet arcive at the Center, particularly when some
aircraft of the same type are still in active use. The longer
an alrcraft is stored, the greater the likelihood that some
parts will deteriorate beyond possible reuse. The donation
and surplus sales value of aircraft is reduced because air-
craft stored for long periods tend to require more extensive
repairs to make them or their parts serviceable. Also, the
older the aircraft, the less likely that necessary spare
parts will be available at reasonable prices.

I!lﬂ TO NAKE GREATER USE OF THE

None of the services disputes that an aggressive parts
salvage program can be very cost effective to meet valid re-
quirements if the need for whole aircraft has been satisfied.
Navy policy, as expressed in NAVAIR Instruction 4500.7A, is
to reclaim parts and components from aircraft taken out of
storage to the fullest extent practical to support operating
alccraft or other loglstics regquirements. However, for the
gnlt saveral years, the Navy's parts reclamation program has

allen short of realizing its potential.

For example, the Navy programed 321 aircraft for reclama-
tion projects ltlltln: in January 1977. A review of these
projects in Januacry 1978 showed:

Program for 1977

Status Nusber of ll:g:l!t Added during_:t=;

Completed 50 =
Work in procesa 30 7
Mot started 217 232
Canceled 23 -

Return to storage 1 S

Total 3zl 2319

[ a— —

This brings the total number of alrcraft assigned to rec-
lamation projects, but not being worked on, to 449 as of
January 1978.
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Navy officials stated that lack of funding was the reason
that parts from these alrcraft were not being recovered.
Since the time of our review, the !undlni for work at the
Center has been increased. For the remainder of fiscal year
1978, $660,000 has been provided, Funding for fiscal year
1979 is expected to amount to over $5 million. All un-
accomplished reclamation projects are expected to be com-
pleted by flscal year 198l1. Amounts requested and actually
funded for fiscal years 1977 to 1979 are shown below. Funding
for 1979 has not been Einalized as yet, but Navy officials

expect lL to be.
Fiscal years
VA | 1)

{(in miilions)

Requested 54.0 §5.71 §5.71
Funded 2.62 2.59 5.71

Parts reclamation methods

A key consideration in reclaiming parts 18 whether they
can be obtalned aarli enough to be useful on active aircraftr.
Accordingly, the timing for scheduled parts reclamation is
critical to minimizing procurements while miintaining ade-
quate reserves and reducing the number of more costly un-
scheduled parts removals., There are four methods of parcts
recovery used at the Center, three scheduled and one un-
scheduled.

The following are the scheduled parts reclamation
methods.

-=-Group 1 removals are scheduled to systematically re-
cover selected high-cost parts from the Center's newly
received alrcraft that are not expected to be returned
to service in the near future. BSuch removals make
large guantities of parts available foc use early in
the storage perlod; however, care mist be taken to
avold removing so many parts that reflight of the
aircraft becomes economically infeasible.

--Bpecial project parts removals are used to recover
large quantities of a few parts that are needed to
meet requirements in the near future, These removals,
when used instead of priority requisitions, can help
the Center minimize workload discuptions.
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-=itoutine reclamation is used to systematically recover
remaining parts from aiccraft in reclamation status
before their final disposal. For each aircraft model,
the services provided the Center with a "save list,"
based on several years' requlrements, for large gquan-
tities of sometimes several hundred parts. However,
the Center usually recovers anly a fraction of the
yuantities needed from the aircraft's remaining parts.

Houtine reclamation projects are initiated primarily
when [ive or more aircraft of the same type are available for
parts reclamaktion. By reclaiming several alrcraft at a time,
a production-line type of operation can be used and direct-
labor costs are reduced abgut 22 percent. Requisition proc-
essing, shipping, and inspection costs are also reduced,

According to Alr Force and Navy cfficials at the Center,
routine reclamation costs are about 22 percent less than
priority requisition costs and are somewhat less than for
Group 1 removals. On the other hand, by the time alrcraft
are put through routine reclamation, the requirements for
their parts may be minimal because of the increased likeli-
nocd that fewer aircraft that can use the parts will still
be in operation.

The unacheduled method involves priority requisitions
wihlich are used to recover parts when there are urgent regquire-
mentd which cannot be satisfied from other sources. These
requisitions are generally for small numbers of low-volume
parts tnat are unique to a particular aircraft model. These
parts are invaluable to keep active aircraft fully opera-
tional, to minimize work stoppages at repair facilities, and
to avold the high cost of urgent procurement of out-of-
production parts, Even so, prinrity removals are costly,
and at times routine reclamation projects have been initiated
to add parts to the supply systems in order to reduce the
need for priority removals.

Trie owning service can use priority requisitions to re-
cover . sts from any of lts aircraft In any status at the
Center. However, in looking for requested parts, the Center
narmally looks first to those aircraft in reclamation status
before going Into aircraft in reserve status, undergoing
screendng, or belonging to the Defense Logistics Agency.

The following table shows the amount of time purchased
by easch service of the various categories described during
February to May 1478,
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___Direct manhours by service

Type recovery Alr Force Navy Army
Group 1 21,498 - -
Priority 22,499 6,321 553
Routine 8,865 8,073 -

Total 52,862 14,394 553

Note: There were no special projects done during this period.

This led to total parts recovery ofj;

Service Parts value
Air Force $22,125,233
Navy 9,984,712
Army 166,732
Total $32,276,677 .

Comparison of Air Force and Navy practices

In both the Navy and the Alr Force, spare parts require-
ments are calculated automatically by computer. Air Force
parts managers at the various repair facilities, have direct
access to local technical support which helps them to
thoroughly validate the requirements and make any necessary
corrections, MNavy officlals stated that, due to inaccurate
information concerning specific aircraft configurations,

Navy parts managers often reguest parts that are not on the
alrcraft.

The Air Force uses all the parts reclamation methods
discussed on pages 25 and 26. When Air Force parts managers
cannot conveniently schedule routine reclamation, they are
authorized to use the uther types of reclamation to obtain
parts needed immediately or in the near future. Navy parts
managers, in contrast, are only authorized to use high=
priority requisitions to obtain parts from the Alrcraft
Center. Such requisitions do not allow the Aircraft Center
to schedule its work, and therefore are more costly.

The Navy nas not used the varlety of parts reclamation
methods that the Air Force uses because the Navy looks to the
Aircraft Center only as a last resort for parts. Navy offi-
cials indicated that the Navy uses the Center's parts only if
the parts are not availabile elsewhere in the supply system
{including the repair process) and LIf they cannot be procured
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within the needed time. The Navy also does not consider using
the Center to fill requests for foreign military sales, al-
though the Alr Force regularly does so. The Navy's position

is that {l1) foreign countries are not interested in used parts
and (2) the parts requested generally are not worth recovering.

Navy improvement plans

The Navy has told us that it plans to upgrade 1its parts
reclamation programs, The following changes have been made
or are in process, Shipping and handling costs are being
reduced by inspecting recovered parts at the Center, when
possible, rather than sending them to repair facilities for
inspection. Hore funds are being allocated, as noted on
page 25, for routine reclamation to help reduce procurement
costs, Steps are being taken to start a Group 1 removal
program (see p. 25) so that high-cost pacts can be removed
from aircraft when they first arrive at the Center. Since
the time of our review, the Navy has begun a Group 1 program,
using 10 S3IA aircraft for its pilot program. Based on the
success of this test, a larger program to include A7 and
possibly some F4 aircraft will begin in October 1978.

If the increased funding for routine parts reclamation
materializes, the Navy could recover many more parts and
could substantially reduce costs, For example, during flscal
years 1976 and 1977, 1/ the Navy had about 17 percent more
alrcraft in reclamation status than the Alr Force; however,
the Air Force put six times as many alrcraft through routine
parts reclamation., Navy officlals stated that funding limi-
tations were the primary reason that their parts recoveries
were less than the Air Force's and thar the processing of
routinely reclaimed parts has a low priority for funds.

Although increased patts recoverles would increase
recovery costs, the savings from avoiding or delaying new
procurements would outwelgh these costs. Based on Navy and
Center accounting records, we estimate that the Navy could
achieve a net savings of about 60 percent from most increases
in parts recoveries, as follows:

1/Projected based on the liZ-month period from July 1976 to
June 1377,
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Estimated Savings From Nayy Salvage
of Spare Parts

Type of Spare parts Cost for Net

spare parcts value recovery savings
{imillions)

Engines 510.0 81,13 £ 6.7

Reparables 6.0 3.3 5.7

Consumables 4.5 3.0 1.5

Total 221.5 §9.6 $13.9

Fercent 100 41 59

CONCLUSIONS

The Navy could take better advantage of the Aircraft Cen-
ter's potential if the Navy planned its aircraft dispositions
in advance. Storage and preservation costs could be reduced,
and unneeded alrcraft could be used more effectively. By
planning alrcraft disposition on the basis of estimated needs,
the Navy can substantially reduce the number of aircrafe held
in reserve and for potential foreign military sales. The Navy
can also derive the benefita of putting some aircraft directly
into reclamation status when they arrive at the Center,

Advance planning, nowever, does not necessarily produce
a cost-effective program for meeting valid regquirements; an
4ggressive parts reclamacion program is also essential. The
Navy's plans to improve its reclamation program by making the
Aircraft Center's parts more accessible are a step in the
right direction. If carried out, these plans should allow

the Navy to greatly increase its parts recoveries and thereby
reduce costs.

The services also need to reevaluate their reclamation
methods., From the methods available, described on pages 25
and 26, the services should ascertain what is a proper mix
of recovery methods to meet their particular needs. This
would not only help the services in their disposition plan-
ning, it would alsoc help the Center in its worklpad planning.

AGENCY COMMENTS

Since our review, the Navy has significantly reduced
its inventory of aircraft held at the Center as indicated
on the following pages
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August 1977 HMay 1978 Difference

Biccraft reserved fort:

Potential future use H21 456 J6s
Securlty Assilstance
Frogram 494 138 156
Uther 26 26 -
Toral 1, 341 820 521

Navy otficials stated this came about because of reordered
criteria, stact of a progeam sending alrcraft directly to
reclamation on arrival, better input on foreign military
sales requirement, and reassessment of reserve needs.

e biggest alngle change occutred in the second half
of fiscal year 1978, when an improved funding program was in-
stituted, Severe fundin? shortfalls in the First half of the
fiscal year caused restrictions on aircraft inputs and with-
drawals, curtallment of routine reclamation, maintenance on
astored alecratt, preservations and represervations, priority
temovals, and other important functions.

Both Alr Force and Navy officlals noted that the Center's
opefations coats for withdrawal of ailrcraft have increased
qubastantially over the past year. These Increases have led
both services to reevaluate their reserve needs and planned
aircraft assignments to temporary storage.

RECOMMENDAT IONS

We recommend that the Secretary of Defense direct thak:

--All services make their disposition decislons before
the aircraft are sent to the Center.

==All services continue to reevaluate prior disposition

decisions in light of current reguirements for whole
alrcrafr and pares.

==All services reevaluate the parts reclamation methods
used to assure that the most effective mix of reclama-
tion methods is being used.

{947282)
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