DEPARTMENT OF THE AIR FORCE
HEADQUARTERS UNITED STATES AIR FORCE

MEMORANDUM FOR BASE CLOSURE COMMISSION (Ms. Dierdre Nurre) ‘03 APR 1905
FROM: HQ USAF/RT

SUBJECT: Request for Information (AF/RT Tasker 320)

In response to your telephone request of April 3, 1995, the attached roster is provided.
This roster was developed from the certified Air Force database, and lists each base, whether the

base is in maintenance or nonattainment status for air quality, and if in nonattainment the pollutant
for which it is in nonattainment and its severity.

I trust this responds to your need. Lt Col Bryan Echols, 697-6560, is my point of contact
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Base Name MAINT NON ATTAIN _)_Carbon Manoxide Qzone PM-10 Sulfur dioxide ISP
Altus AFB 0K OK e
Andersen AFB _.OK oK. .
Andrews AFB_ QKi_Non-Attainmenty Serlous
Amold AFS__ OK| OK R
ARPC __ Malninance Areq|  Non-AttalnmenfiModerate
Barksdale AFB o) ’ OKl ..
Battle Creek Federal Cent | OKl _Non-Attalnment] Marginal
Beale AFB OKl__Non-Attalnment] Marainal
Bergstrom ARB QK| OK]
Bolse Alr Terminat ANGS QK| _Non-AttainmeniModerate Moderate
Bolling AFB OK|_Non-AttalnmentModerate Serlous
Brooks AFB QK QK
Buckley ANGB Maintnance Areal Non-AttalnmentModerate iMarginal Moderate Moderate
\Cannon AFB QK] oKl ... .
Carswell AFB OK_Non-Attainment] Moderate
Charleston AFB __OK oK.
Columbus AFB QK _OK o
Davis-Monthan AFB S
Dobbins ARB QK|__Non-Attainment, - i [Serlous
Dover AFB OK!__Non-Aftalnment] Severe
Dyess AFB OK QK| _ - S
Edwards AFB _________ |Maintnance Areq] Non-Attalnment] Serlous )
Egliin AFB oK oK. .. o
Elelson AFB 0K Ok
Ellsworth AFB (@) OK__
Eimendorf QK QK|
Falchid ARB . OK oK _ .
Falcon AFB OK| _Non-AttalnmenfiMarginol .
FE Warren AFB QK| QK S
Gen Mitchell IAP ARS OKi _Non-Attalnment] . ___ Severe
Goodfellow AFB oK______OK. S
Grand Forks AFB 0Kl OK|_. .. -
Greatet Pittsburgh IAP AN OK| _Non-Attainmenti Moderate
Greater Pittsburagh IAP ARS OKl _Non-Attalnment] Moderate
GiffissAFB__ 1 .. OK _Non-Attainment - ..___Moderate
Grissom AFB OK oK . .
Hanscom AFB OKl _Non-Attalnment| Serious
Hickam AFB QK OK o
Hill AFB OK|_Non-Attalnment| ___|Moderate
Holloman AFB QK| OK . . —
iHomestead ARB _ QK Non-Aftalinment) _____Moderate
Hurlburt Fid - OK OK| _
Keesler AFB OK| . _OK .
IKelly AFB OK oKl
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Queryd 4/3/95
| BaseName |  MAINT | NON ATTAIN | Carbon Monoxide Ozone PM-10 TSP
= Kirland AFB - _OK|__Non-AtftalnmentModerate
Lackland AFB 0K oKl . ]
Lambert field ANGS _ oK Non-AﬁoInmenf e Moderate
Langley AFB. . . . OK|_Non-Attalnment ~ ~ __ Marghal
Laughlin AFB__ e O OKL e
Lillle Rock AFB 0K QK o
O0s Angeles AFB QK _Non-AftainmentiSerlous Extreme Moderate
“Nuke AFB OK|__Non-AttalnmentModerate . [Moderate Moderate
» MacDiil AFB Malntnance Areal Non-Attalnment] o Marginal
Malmstrom AFB OK| QK| e
March ARB Maintnance Areql  Non-AttainmentiModerate Extreme
Martin State APT ANGS Malntnance Areql Non-Attalnment] o Severe
Maxwell AFB QK| OK|
: McChord AFB OK| _Non-AttainmentiModerate Marainal Moderate
¥ McClellan AFB Ok Non-Attalnmeni{Moderate Serlous Moderate
McConnell AFB 0Kl QK e %
McGuire AFB Non-Attalnment| . Severe
Minneapolis-St Paul AP AR OK|__Non-AttainmentiModerate
Minot AFB QK OK e
Moody AFB oKl QK —
Mt Home AFB OK QK
470 INAS Willow Grove ARS OK|__Non-AttalnmentModerate Severe
MNeflis AFB OK _Non-AttainmentModerate Severe
Niaqara Falls IAP ARS OK|_Non-Attalnmentl . IMargingl
O'Hare I1AP, ARS OKl _Non-Attainmenti =~ Severe
Offutt AFB QK| oX
Onizuka AFB Maintnance Areal Non-AttalnmentiModerate Moderate
Qlis ANGB OK| __Non-Attainment; e ISerlous
s PYROlIck AFB o oK
' \\.&‘7" —g~Poterson AFB _______OK_Non-AftalnmentModerate
Pope AF8_ . R O] (I _ OKL... .. R e
Porfland. IAP ANGS e . _Non-AttalnmentModerate . Marginal ]
*““r‘RonddphAFBH_WVAWM_N‘_Mh__m QK _ QK| I
~~ ¥ Reese AFB__ _— _OK_ OK R .
Rickenbacker ANGB Malntnance Areq| Non-Attainment; e Margina! R
Robins AFB_ . __ _— 0K OoK_ . . .. — e
Rome Lab OKl Non-Altalbment| ...~ Moderate
Salt Lake City IAP ANGS OK _Non-AttanmentiModerate  IModerate Moderate Marginal
Scaott AFB OK_Non-Attanment . |Moderate
Selflidge ANGB QK e
Seymour Johnson AFB N O], I © |.{ N
Shaw AFB OK| . OK . U
¥ iSheppard AFB OK| . OKl . . R _
Stewart IAP ANGS OK OK o
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| BaseNome | MAINT___ | NON ATTAIN__| CarbonMonoxide | Ozone PM-10 Sutfur dioxicie ISP
Tinker AFB . . OK QK B
Travis AFB ~__OK| _Non-AttalnmentiModerate Moderate
Tucson IAP ANGS OKl_Non-AttainmentModerate Moderate
Tyndall AFB ced e O OK
USAFA OKl_Non-AttalnmentiModerate
7 j<4oglom AFB OK| 0K
Vandenberqg AFB OK|__Non-Attalnment| Moderate
Westover ARB Maintnance Aredl _Non-Attalnmenti Serlous
e \d [Whiteman AFB oK oK
ﬁ?s@ w~—gaWiight-Patterson AFB OK_Non-Attalnment| Moderate
Youngstown-Warren MPT A OK|__Non-Attainment] Marginal
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DEFENSE DEPOT MAINTENANCE

ISSUFE: To what extent should responsibility for management and execution of depot maintenance be
restructured to ensure the required service is provided effectively. but with greater efficicncy?

ISSUE DESCRIPTION

Introduction; Depot maintenance entails repair, rebuilding, and major overhaul of weapon systems
(e.g., ships, tanks, and aircraft), parts, assemblies, and subassemblies. It also includes limited
manufacture of parts, technical support, modifications, testing, and reclamation as well as software
maintenance. While depot-level facilities have historically had more extensive technical capability
than lower levels of maintenance, the differences between levels are becoming less pronounced,
workload is shifting among them, and in some cases intermediate and depot capabilities are being
combined. In addition, ongoing reductions in military force structure and weapon systems/equipment
stocks are decreasing overall requirements for Department of Defense (DoD) maintenance support.

DoD currenty expends about $12 billion annually for depot maintenance work performed in both the
public and private sectors. Principally because of continuing reductions in military force structure,
depot maintenance costs are projected to decline by about 11 percent (in constant dollars) from FY94
to FY99. Workloads associated with ships and aircraft each account for about 40 percent by dollar
value of the total effort; the remaining 20 percent is for missile, combat vehicle. and other ground
equipment system workload. On a cost basis, approximately 70 percent of the work is performed in
DoD (government-owned and -operated) depots: 30 percent is done by commercial sources.
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rormynities for improvement: Ressarch indicates thres primary approaciies 10 Improving depo
meaintenancs efﬁcien:}': consolidaten, process improvement and compettion.

For depot maintenance, s for any other indusirial scuvity. consoiidation is an 1ssue of scope and scale
Up to a Iimiz, increasing the size of a plant and the organization that manages it improves performance
through more effective use of labor and capital machinery. Beyond that limit. particularly wher
noncomplementary workloads are aggregated, lerger plant and management size degrades performance
because of the difficulty in coordinating activity across large hierarchies. There are indications,
consistent with an intwitive sense of the situation, that DoD depot maintenance has lost some scale-
related economies in thxs decade: probably because the existing plant is now larger than the workload it
was intended to support. Preiliminary analysis indicates an upper bound of 7 percent on further
efficiency improvement through consolidation after clos ure of the depots identified as excess through
the Base Realignment and Closure (BRAC) 93 nrocess

The potential gains through process improvement are more significant than those from consolidation.
Process improvement, in this context. includes changes such as elimination of non-value-added

DRAFT




2/13/95 DRAFT

activitics, reorganization of work into “cells™ or “focused factories,” reduction in lot size, reduction in
cycle time. emphasis on continuous quality improvement, and similar actions. The average cost
reduction through process improvement over the past five years in the best U. S. firms was 30 percent.”
That cost reduction was accompauied by a simultaneous increase in reSponsiveness 1o cuslomer needs.
Together, they are responsible for the improved competitiveness of U.S. firms.

It should come as no surprise that competition is another important source of cost savings and
iproved respousiveness. Both within depot maintenance and more ¢enerally in DoD, & consistent 23 .
30 pereent reduction in cost has occurred the first time 2 workload was opened 10 competition.” The
evidence also indicates that competition tmproves responsiveness to the customer. Competition,
however, is probably best thought of as an incentive to process improvement because the same factors
that generate process unproyvements (ehmmau(m of non-value-added activities. work reorganization,

ctc.) also drive competiion savings.”

DoD Inifiatives: The current, ongoing efforts to downsize and consolidate DoD depot maintenance
operations and management began in 1990 as part of the Defense Management Review (DMR)
process. To date, 11 DoD maintenance depots have been closed or are currently closing, principally
through the BRAC process. Those actions have reduced the pumber of major maintenance depots to
24, and most of the remaining depots are being downsized in place. Since, even with those actions,
excess depot capacity at the end of the decade is projected to be approximately 17 percent, ¢ BRAC-9

is expected to identify additional depots for closure.

DoD has also begun to tmprove its depot maintenance processes.

im he DMR mitanves included
public-private depot compeutions in an ettempt 10 gen ct i
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Scoping the lssue; Despite i1s best efforts, however, DoD depot meaintenance of both hardwere and
software is not yet achieving the kinds of significant cost reductions and responsiveness improvements
demonstrated by the best firms in the private sector.’ Hence, two fundamental questions remain; is
increased reliance on the private sector the best way to realize process improvements and cost
reductions; or can sirmilar gains be achieved through internal process reengineering (and does such
reengineering mandate mansgement reorganization)?

Over the past thres vears. several major studies have examined alternatives to Service-menaged depot
maintenance and the merits of changing the public/private workload division. They examined various
centralized management concepts but rejected them because of 2 perception that they did not ofter

significant improvement. Similarly. DoD efforts 10 incresse the amount of depot support provided by
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the private sector have failed 1o vield substanuve results because of congressional resistance and the
inability to eswblish a level playing field for public-private depot competition.

The reluctance to increase DoD's reliance on the private sector for depot maintenance support is
primarily based on the following assertions:

+ DoD necds ready and controlled sources of depot muintenance capability.

¢ Onunly governnient depots can provide that capability.

The first of these assertions 1s well supported. During Operation Desert Storm (QDS). both
govermuent depots and supporting contractors surged to increase engine and reparable component
workload requirements during the conﬂictq--despitc the extraordinary range and depth of spares that
were in the supply system at that time as a result of the defense buildup in the 1980s. Marine Corps
depots also surged for reconstitution affer ODS.'® These ODS surge requirements have important
implications for major regional conflict (MRC) scenario planning because ongoing inventory
drawdowns increase the likelihood that depot maintenance support will need to surge in support of
future MRC requirements. [n that regard, reconstitution from the last of two near-simultaneous MRC
scenarios 1§, of course, preparation for the next MRC, which could occur at any time,

The second assertion, that only government depots provide a ready and controlled capability, however,
is no longer supportable. There are private firms that have capabilities comparable to those of DoD
depots and there is reason to believe that the private sector might be more responsive because of
successful process innovations that are not yet being realized in DoD (Appendix A).” Withal,
impediments to increased reliance on the private sector exist. They involve difficulties in specifving
the content and amount of work to be done, the existence of militarv-unique systems that have no
direct commercial counterparte, the absence (in some cases) o more then one source, and other similar

el L

- . 4 Falias e R Ior -t eI ral T Tt vyt amca I W PN [P o .
Zactors.’” These oov cassic make-or-buy Issues’ thal meril case-bpyvecass copsideration, but are no
Sior b e mrtre t i evmer s e e P J P

different than (hose munage TY NGRSy ON & rOutng banli

o . ey A el mv e e S T e AEAEREA T 1y e B
ASERMNTQN: LG RDQEINe cvaluZing Nt OpL0Ny HGAresSsed 1 S 1Ssue paper
Do . ~ ) ; o) [P epmt Ty b L 1 3 -~ AT Vit
First, sinec the ocess hes been souctured o balancs DeD depor capacity with

.
rojected weridoad, 1t is assumed that BRAC will idenufy actions reguired 10 eliminate excess
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OPTIONS
Five options were evaluated. They are considered to be mumaily exciusive.

¢ Baseline: Current menagement, organizations, plans, and programs.
* Reengineering in place: Three depot management consolidation alternatives.
--Commodity Executive Agents
-~Joint Depot Maintenance Command
--Deferse Depor Mainienance Agency
e Public Corporatior:: New, altered depot management organization. similar to AMTRAK.
« Phased Privatization: Increased. phased outsourcing of depot maintenance workloads.
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* Rapid Privatization: Near-term outsourcing of all Dol) depot maintenance worklouds.
Detailed descriptions of cach option follow:

Baseline: Each Service currently operates and manages its own depot infrastructure. Employment in
DoD maintenance depots is programmed at about 95,000 personnc) for FY95, down from 136,000 in
FY87, and projected 1o decline to about 81,000 in FY99." The Office of the Secretary of Defense
(OSD) provides depot maintenance oversight. In recent vears, several altemative management
structures have been considered. The 1990 DMR recomumendations originally proposed single
managers for aeronautical, ground, and ship maintenance, but an OSD-led study team under the
direction of the Deputy Secretary of Defense subsequently recommended establishment of a Defensc
Depot Maintenance Council (DDMC) rather than commodity-oriented single managers. The DDMC,
composed of the Deputy Under Secretary of Defense (Logistics) and senior logisticians from each of
the Services. currently serves as the DoD executive-level forum to integrate depot maintenance

programs and operations.

In addition to the ongoing depot maintenance process improvements discussed previously, new support
concepts are emerging within each of the Services. For example, the Air Force is implementing “Lean
Logistics,” which eliminates some intermediate-level activities and relies on rapid repair cycle times
coupled with premium transportation to reduce meintenance manpower and material inventory
requirements. The Navy is consolidating intermediate- and depot-level maintenance activities for
airerafl, surface ships, and submarines into Regional Maintenance Centers to eliminate redundant
capabilities. The Army is implementing Integrated Sustainment Maintenance which integrates
workloading, management control. and visibility of maintenance assets to more efficiently load repair
capability and umprove repair responsiveness. These new concepts will influcnce how depot

< the cepots closer o the aperetions
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7810 date i Ui

e . Ciualallv v o

o . o B SN ey - “rove et P . . B I T R b
forees: powsever, they have not vet resuied 1 broad-based muprovemans. g
H ATTYAYTY Cr Adeame Toyiaeys meyere X . P 07 mas rye s~ i = v f

number oI Dol genoie diret lnhor nours, and personne! emploved nave nrincipaliv resulted

LeVi .. - : NSO K . R B O U SO e
QECITUINL WOTKIOAC requIrtmenis’” ralher Wian tmproved eIIICIeNcy, REpair CVCS iMe, & KoV INCiSEe:
T et Cmepq ae Py tee SO 1 ] ; JUY R L DO - ; .

oI giniciency, nas swzved 1o the SC- 10 100-day range for the past & vears. In addition. DoD) depor

; ) g ; ]

5
costs per dircet labor hour, anotrer key indicator. are steadily increasing.”

Reengincering in Place. Most managers end logisticians agree that productivity improvement throug?”
that menagement reorganization can facilitate process chanpe—particularly where the reorganization
breaks down old orzanizational barmiers. Consequently, three management reorganization alternatives
were evaluated in this context. Although all three of these alternatives are forms of centralization, the
purpose of including them in this analysis was to examine their potential for accelerating the pace of
process improvement, rather than for centrally meanaging depot operations. Specific characteristics of
these alternatives are presented in the following subsections.

process reengineering is 2 key to cost reduction &nd increased responsiveness. Evidence also shows

-- Commaodity Executive Agents (CEAS).
» CEAs, notionally reporting through Service channels, would be created for major commodity
groups such as ships. aviation. and ground svstems.
» OSD/DDMC would continue to be responsible for overall depot maintenance policy.
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» CEAs would be responsible for workload assignments/priorities and associated capital
investment decisions related to their respective commodity assignments.

* Individual Services would continue to establish depot maintenance requircments and provide
sustaining engincering support for their respective weapon systems. They would also continue
to own and operate their respective depots in accordance with OSD/DDMC policy guidelines
and CEA workload priorities.

-- Joint Depot Maintenance Command (JDMC).

*  0SD would centinue to be responsible for overall depot maintenance policy, but DDMC would
be disbanded.

» JDMC, notionally reporting to the Joint Chiefs of Staff, would be responsible for all depot
maintenance workload assignments/priorities and associated capital investment decisions.

 Individual Services would continue to establish depot maintenance requirements and provide
sustaining engineering support for their respective weapon systems. They would also continue
to own and operate their regpective depots in accordance with OSD policy guidelines and JDMC
workload priorities.

-- Defense Depot Maintenance Agency (DDMA).

+ OSD would continue to be responsible for overall depot maintenance policy, but DDMC would
be disbanded.

e DDMA, notionally reporting to OSD, would be responsible for all depot maintenance workload
assignments/priorities and associated capital investment decisions. It would also own and
operate the DoD depots within OSD policy guidelines.

« Individual services would continue to establish depot maintenance rcc;uircments and provide

- .—\»,-..,-
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TRVE any Contral over denat nnerations.

Public Corporatior. Some iogiauicians believe 1ner oo

hindered by inflexibie personne!l rules, ine ff’cmc, apacitv-adjustment mechanisms. the sTictures o
the Federal Acquisiton Reguiation (FAR). and similar constaints that come with being part of
government. The Public Corporarionr option would create an organizauon that s 1ot encumbered s
such constraints. Specific characterisiics of this corporation would include

€0l MAINIERANC T TSSTUCTUTING, €IT0TTS are

« operation as a not-for-profit organization, deriving operating funds from fees charged to users;

* provision of services using & combinetion of corporation depots (staffed by non-Federai-
government employees) and private sector, commercial sources of repair;

+ goncration of capital improvement funds in capital markets, although there may be unusual
circumstances where appropriations would be appropriate; and

« responsibility for management and sustaining engineering, with sustaining engineering being
provided on a fec-for-service basis and management costs being capiured in overhead.

The current DoD maintenance depots would either be transferred to the public corporation or be closad,

but the Services would retain requirements determination and sustaining engineering oversight to
ensure strong user-praovider linkages.
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Phased Privatization. About 30 pereent ot DoD depot maintenance work is currently done in the
private sector by more than 1500 commercial prime contraciors, ranging from original equipment
manufacturers with thousands of employees and extensive capabilities to small “job shops™ with few
employees and limited, specific capabilities. Within this set of private sector capabilities is a growing
number of commercial mamtenancc facilitics offering support generally commensurate with Dol)
depot capabilities (Appendix A).' Lcndmo private sector mamte-,nancc activities are making
productivity pains and cost reductions far in excess of DoD." Therefore, integrating, existing Dol
work into the competitive “mainstream™ of the private sector may offer the best opportunity to reduce
costs and increase responsiveness on depot maintenance work. The intent of this option is  compete
nearly all depot work in the private sector. For new weapon systems lifecycle support decisions made
early in the acquisition process would require private sector support unless analysis justified no
commiercial capability available upon the systems’ fielding. Existing workloads associated with
systems (such as transport aircraft) for which there is a commercial equivalent would go 1o the private
sector first. Militarily-unique systems (except ships) would be maintained in existing government
depots [most of which would be converted to government-owned, contractor-operated (GOCO)
facilities] for some period of time,”” but there would be an eventual transition of nearly all depot work
to the private sector. Details for existing depot workloads and functions follow:

* Aviarion: Contract for depot work with the private sector as follows:
+ All airframe maintenance for transport-like (e.g., airliff and tanker) aircraft immediately.
Cartalogue lessons learned and use that information as the basis for using existing commercial
capabilities and/or establishing govermnment-owned. contractor-operatcd (GOCO) facilities fer

depot maintenance of high-performance aircraft (c.¢., fighters and bombers) and hf—’licomcrs.
+ A.J’ commercially supportabie gas turbine engine mu; meantesance immediately and GTE
2¢ for Rick mevformencs atrerat it concer with comesnonding airframs
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v Ships: Contract the workload with the private secter and dives: organic capability except for 2
small amount needed ensure the existence of a second source of repair and/or to avoid unacceptabic
maintenance backlogs. Alternatively, privatization could entail creation of GOCQOs rather than
outnght divestiture of faciiities.

s Ground systems
+ Contract with the private sector for automotive and commercially compatible
communications/electronics workload and close related organic facilities.
¢ Catalogue expenence with automotive and commercially compatible communications/
electronics as the besis for using commercial capabilities and/or establishing GOCQO facilitics
to perform depot maintenance on annor and militarv-unigue commuaications/electronics
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s Production management' Transition 1o the private sector slong with the workload.

e Susraining cngineering. The engincering knowledge base that underpins sustaining engineering, is
held as much in the knowledge of government technicians, government enginecrs, and therr
contract engineering and technical assistance support contractors, as it is in fommal documentation.
Since that knowledge is eritical 10 being a smart buyer, sustaining engineering responsibility should
remain stable (0 preserve continuity during, the transition period (uctionally, 5 years). When post-
transition stability has been reached, the potential for reussigning susiaining engineering to the
private sector should be reexamnined.

e Requirements Determination. Retain as an inherent government function.

The phased privatization option has two important premiscs: first, that relief can be obtained from
congressional restrictions such as limitauons on the use of contract depot mainienance sources’
and second, that a fundamental change in depot mainienunce procurement practices (from many.
small, limited duration, cost limiting contracts to fcwer. larger, longer-duration, value enbancing
contracts) would be implemented. Failure to satisfy these premises compromises the viability of
privatization.

Rapid Privatization. This option is based on two additional premises: first, that the private sector can

provide all DoD depot maintenance support without the transition process described under Phased

Privatization and second, that DoD can successfully dives: its depot mrrestrucm . Maintenance
management would be ransferred with the workloads, bur sustaining engineering woulc remain in

LN B o A -3 e i Aanect T e
plece 16 pressrve continuis during the tansidon period (notionallv, T veerst Heoulrs
determuianon and engineenng aversighl Wouic ne reiaiing Sorie
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paper examines the same Set of privatization ana imem I reorganizalion OpROLS 4s G0OES this paper.
-riel management and depot maintenance.
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Although the samez option does not have to be elected for

the potential interactions between the 1sSue papers must pe considerea. The i
paper examines, for aviaticn rather than rmainienance. essentially the 32me OPUONS nat wre aesgnccd
here as reengineering in place.

EVALUATION
The following criteria, listed in order of relative importance. were used to evaluate cach option:

Responsiveness: The ability to provide assured and timely depot support during peacetime and
contingency Operauons.

Cost (Econonty and Efficiency). The degree to which short- and long-term cost of depot support could
be reduced by impiementing @ given option.
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Imiplementability. The degree to which a specihic depet maintenance option 1s functionally,
operationally and pohiucally acceptable.

Adaprability: The ability to adjust to changes in force structure, technology, and management methods
without undue delay.

The responsiveness and cost criteria stem directly trom the issue statement, and implementability is
included for obvious reasons. Adaptability is included as a criterion since the depot maintenance form
that is best uble to adapt to changing threat, technology, and similar external influences will end up less
costly and more responsive in the fong run.

Of these critena, responsiveness is judged to be the miost important since DoD must view support of its
fighting forces as its primary objective. Cost is supgested as the second most critical criterion. Depot
maimntenance is a resource-consuming industrial activity -~ to the extent that it inefficiently uses
resources it detracts irom the ability to support other, potentially higher priority, requirements.
Implementability is suggested as the third most important criterion since. other things being equal, the
option that is more readily implementeble will provide earlier and more beneficial results. Long-term
organizational and process adaptability is important but, because of the practical difficulties involved
in anticipating long-term results, it 1s recommended that it be the least important of the four critena.
The evaluation of each option against these criteria follows.

Baseline Option

s Responsiveness: The current depot maintenance support structure 1s generally considered to be

respensive to the needs of the o;)°ralxn: forces because @ close working relationship exists petweern

™Ay CoaTe e gy mermT ves e - : - - - . Y Teimen my
SO JeRots A5l L TURTaIuETs. 77“ ano _)‘:sk - 5.3 C'O 1 D: Jumerous C\«...uv\}v\ [SDERetianleN
i Liton ot '«;‘w'.l':l:s'n.,\. :‘.A"“'Lu«. ice SUPI‘ DI oblems. Howeve:n.

3 mulc he.

OC das

tnat Del has the technical means o reduce cycle umes: the Afr
art of its Lean Logisn s inittative) has

i =vs.” It is not clear. however. civen cumren:
ductions can be institutionalized throughout DoD.

»  Cost (Econginy and Efficiency): The current depot maintenance annual cost is approximately
$12 billion. As arough estimatc, actions underway -- such as implermentation of the Depot
Maintenance Standard System and climination of excess capacity through BRAC-95 -- will reduce
average annual expenditures (in constant FY93§) over the period FY96-0] to about $10.0 billion ~ '
Steady state annual cost (beginning in FYO04) will be 2bout $8.6 billion in FY95S.

v Implemencabifity. Since the baseline is in place, its implementabilitv 18 not in question.

e
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o Adapiability. Adaptability has proved to be a problem for the baseline as evidenced by the
significant difficulty the government has experienced in divesting excess depot facilities and in
taking advantage of management technology such as those incorporated into DMSS.

Reengineering in Place -- Commodity Executive Agents, Joint Depot Maintenance Command
and Defense Depot Maintenance Agency

e Responsiveness:

-~ Commodity Executive Agents: 1t is not likely that establishment of CEA’s would improve depot
responsiveness. In fact, responsiveness would probably be degraded in some cases. For example.
establishment of a CEA for fixed-wing aircraft would undoubtedly create conflict between the Navy
and the Air Force because the Navy and Air Force have adopted maintenance philosophies that are
designed to support significantly different forward deployment strategics. While the Navy
continues [0 maintain a robust intermediate-level maintenance capability to make its forward-
deployed carriers virtually self-sufficient. the Air Force has initiated an aggressive plan to climinate
much of its intermediate-level capability to maximize the mobility of its strategically deployable
units. 1t Is unreasonable to expect a single CEA to support both philosophies as responsively as the
current Service-specific depot management structure.

- Joint Depot Maintenance Command: Establishment of a JDMC could improve depot
responsiveness for joint operations and facilitate sharing ot depot process improvements across
Service lines; but it is not clear that 8 JDMC would be sufficiently effective in this regard to justiry
creating an additional Jeve] of depot management bureaucracy. While major differences exist
betweer the Navv a=d Asr Foree approaches [0 aviation mainienance. the diercnces between s

e ; - . .
VLAl *L)" angd oro 12 vehicle maintenanes are evern more Wi onounced. \J(‘ﬁ‘vCuUL’ﬂ ': LIS el

(e Gl

. . .. . - _
IR - o civamaey o th O T
» SOOIOVIGL InV MOoIe respons: S a7 e eXisins ceRllmanagement Birude

ihe: o IDNC

VeLToL

@]

- Defense Depot Mamienance Agency: Although establishment o2 DDMA might provid
increased opoommmes for depot consolidation, there is no evidence that it would be more "f‘f*f' Ve
than the current depot management structure iz facilitating process improvement. In fact
experience in the privale secior suggesis that management consolidation may actually impede
Process improvernent bccauce tends to isolate the decision-makers from the people who arc
actualiv doing the work.” Therefore, many large private-sector firms such as IBM have begun 1o
decentralize n order to foster more innovative management methods. Furthermore, a recent study
conducted by the Under Secretary of Defense (Logistics) determined that a DDMA was the least
desirable depot management alternative from a responsiveness viewpoint.™

» Cost (Economy and Efficiency): Attempts to reengineer in place, whether through commodity
realipnment, a depot command, or a depot agency will have little it any additional beneficial eftect
on costs. The basic reason is that the three different depot maintenance workloads, possibly
excepting aviation, are already at a natural scope. All ship workload is centralized with the Navy,
and nearly all ground vehicle meintenance is managed by the Army. Limited complementarity
exists among ships, alreraft, and ground vehicle maintenance. Addiuonally, the evidence to date
suggests that, because government-operated depots lack competitive pressure. they will have great
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difficulry achieving the kinds of process improvements typical of the private sector.

lmplf'menlabtlm Recent congressional guidance has discouraged depot management
consolidation.”” Hence. it is not reasouable to assume that any recommendation for a large-scale
depot management consolidation will be well received on Capitol Hill. The Services and QOSD are
also likely to oppose any management consolidation option that they perceive would weaken the
linkage between the maintenauce depots and the operating forces. In fact, DoD considered
consolidation aiternatives in 1993 and determined that the preferred management option was to

further strengthen the DDMC.™

Adaptabiliry: Much evidence shows that organizations whose managzcmcnt 1s centralized tend to be
less adaptable because of their larger size and hierarchical structure,

Public Corporation

L]

*

L3

Responsiveness: Some evidence indicates that a public corporation might be more successiul than
DoD in improving processes. As examples, such a corporation would (notionally) have greater
freedom 1n cstablishing personnel policies (and hence greater latitude in establishing skill structures
as well as in downsizing) and would be able to go to the private capital market to finance process-
tmproving capital acquisitions. It would also have greater freedom in the methods it used to
contract with private firms -- particularly in its ability to compete workload on the basis of best
value rather than price. To the extent that those factors are actually operative, more rapid process
improvements could result in greater responsiveness. The primary difficulty with a depot
maintenance public corporation, however, is that it would by its monolithic nature create additionaz!
hierarchy. As a non-DoD entity, it would create a greater barrier between maintenance and
materiel management and between depot maintenance and users. Arguably, the greatest gains fr

T 'U“ a closer [ink between il“"‘ T malntenence and user vS and oot
W x.u)\) mﬁ.‘ enance "P.’ nose reasone, Lh? ;)LRL?ELC COI‘DUF:JGOZ“. =
.
~ J‘J-—/‘—\»-\ \.- TR
Cose (Economy and Zfficiencyy 11k 10t possidbie o confidemiy estimate savings or 10sses thar
would accrue from this optien bc cause 100 much uncertainty exists acout the organization of 2

depot maintenance corporalion in terms of the relationships with its DoD customers and its privaie

sector supplie

I'a)

[P
e

Implementabiiiny: From the standpoint of the enabling public law. thtre are no Lmpediments o
putting in place a public corperatien to perform depot maintenance. ' However, the VETy Ieasons
that such a corporation might be attractive (e.g., relief from the Employee Classification Act, the
Small Business Act, the Competition in Contracting Act. and similar laws as well as congressional
oversight) are also reasons why Congress is likely to oppose such a change. The Services are likely
to oppose the corporation since they will probably perceive it as weakening the linkage berween the
maintenance depots and the operating forces.

Adaptability: Beczuse z government corporatien would be able to operate like a2 commercial
entity, would have access to private capital markets. and would be relieved from & wide range of
restrictive government regulations and iaws, it would be more adaptable than the baseline.
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Phased Privatization

* Kesponsiveness: Review of the current industrial situation indicates that airlines as well as aircraft
manufacturers and third-party maintenance contractors have maintenance capabllmcq and proven
responsiveness equal to or better than the organic aviation depots (Appmdxx A).”" Similarly, no
real difference exists in the responsiveness of public and private slnpyards In addition, zhc‘ best
commercial firms have demonstrated a better capability than DoD to introduce process changes that
rnprove responsiveness to their customers. By aggressively pursuing privatization of
commercially supportable depot work and selective, use of existing government/GOCO facilities.
DoD can obtain the benefits of the innovative process improvements that are being made in the
private sector.

o Cost (Economy and Efficiency): Privatization options hold more promise for substantial cost
reductions than the baseline, given relief from current legislative and regulatory constraints. The
best private firms, by redesigning their processes, have been reducing cost by 30 percent or more
while improving responsiveness to their customers. Similarly. DoD has realized gains on the same
order of magnitude when it opens up depot maintenance workload to competition. However, the
substantial costs of divesting depot infrastructure will offset near-term savings.

* Implemnentability: Depot maintenance management and operations have long been subject to
detailed congressional oversight and guidance. Current public law states: it is essential for the
national defense that Department of Defense activities maintein a logistics capa ble (inclading

nersonnel. equipment, and facilities) to ensure a read and conirolled source [emphasis added? -7
technicdl compelence and res0WCes QTCESSETY 17 Snaure IsCUVE 200 MRV IeSpOnse
mobikzation. nalonal Celense CoONUNE@ENnSy SIlUENOTE LT OUIST SMEerrensy reQinrements
Congress hus &S0 mandaied e rejauve share ol "":‘rul VWOTH TR1 MUSL DE DECIOTMEC Uy L X,

i 4 . e -
‘225 (N0t iess wan ol percent} T and constrainsd workioad shitis wat effect Dol aepo

W

3
LOUSSQUenIlY, GEpcl w 'ork cannot be ‘\'I"IL.ZIC&H 'V JoN Tvauzed withoul \.ﬂ;:‘.;l‘v.a 10 1CE‘SLEI‘OI‘.‘

adcdition, the Senvices are likelv to oppose any Du\ﬁ“é(.UOﬂ opiuion that would require them o

contract aepot workload they consider necessary 10 mainiain essennal depot malmeqm
capabiiities. In additon technical barmers may exist to the privatization of militarv-unique aenc:
workloads that require specialized facilities and/or support equipment that is not readily avaliabic
:n the private sector. This option, however, provides the latitude to retain capebilities for which the

private sector cannot ensure ready and controlled support.

v Adaptability: This option will provide better adaptability than the baseline because depot
maintenance support will be provided by the private sector, and the best private-sector firms have
shown berter ability to adapt to new management methods than have DoD depots.

Rapid Privatization

* Responsiveness: Responsiveness is an arca of sericus uncerainty for the following reasons: it
piaces more than $8 biilion of workload in the private sector tn a relatively short period of time:

significant parts of that work (such as on military-unique systems) may not find ready and
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controlled sources, implementation 1s total rather than phased so hittle or no opportunity is available
to Jearn from mistakes; end the radical “breakage” of established maintenance-distribution-supply -
wansportation channels will likely create considerable transitional confusion, Consequently,

responstveness 1s likely to be degraded until transition difficulties can be resolved.

s Cost (Economy and Efficiency): Since the difference between this option and phased privatization
is one of timing rather than end state. overall cost expectations ure similar,

o Implementability: All of the implementability concerns addressed {or phased privatization apply
to this option. Additionally, moving more than $8 billion in workload into the private sector within
a short time would probably impose significant contractability issues. Finally, because this is an

all-or-none approach, it has none of the mitigating features of phased privatization.

e ddaprability: The considerations coumerated for phased privatization apply here as well.

Summary Table

The 1able below is a summary comparison of the options. Costs are in FY93 dollars and are averaged
over the period shown. The other criteria are evaluated on a 7-point (-3, -2, -1. 0, 1, 2, 3) scale with the
baseline set at 0. Positive scores indicate improvemnent compared 10 the baseline and negative scores
indicate a degraded result.

Evaluation Summary — Depot Maintenance
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‘ John B. Handy and Dennis J. O’Connor, How Winners Win: Lessons Learned From Coniract Competitions in Basc

Operations Support. Lagistics Management Institute, September 1984 Report of the Defense Science Board Task Force on
Dopor Malntenance Management, April 1994, Appendix F; Alan . Marcus, Analysis of the Navy's Commercial Activitics
Program, Center for Naval Analysis, July 1993, Marcus also {ound that the costs do not rise again on subsequent
competitions.
2 > Handy and O’ Connor, op. cit.

chorr of the Defense Science Board, Appendix D.

? Joint Depot Maintenance Analysis Group loterservicing Data. Applies 1o susceptible workioad, i.¢., that for which inter-
Servicing is feasible.
* This point is discussed in greater detail under the Phased Privstization Optiog.
® Surge is an increase in the rate at which repairable components and engines are returned to serviceable condition. A
component or enginc is surged if it is in work and turned out earlier than schedule or if it is inducted ahead of schedule and
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and Micky Tripathi, Center Naval Analysis Memorandum: “Trip to British Shipyards,” 30 Oct. 1993,
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the various forms of state-owned enterprise offer little to choose among them; Anthony E. Bourdman and Aidan R, Vining,
Ovnershiy and Performance in Competitive Environments: A Comparison of the Performance of Private, Mixed, and
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John Ccel, Memorandum: Government Corporations, Logistics Management [ostitute, February 1995

Logmucs Issues Case Studies for the Roles and Missions Commission of the Armed Forces, op. cit.
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FORCE STRUCTURE VERSUS INFRASTRUCTURE

Overview

The United States has reduced its armed forces by approximately 30 percent, since the end of the
Cold War and the dissolution of the Soviet Union. However, the associated infrastructure has

only decreased by about 15 percent, mainly through the base closure and realignment process.

After BRAC 1993, Defense officials warned that BRAC 1995 would be the toughest yet in a
process that has already eliminated 250 bases, including 70 major facilities. In January 1994, the
Secretary of Defense stated a BRAC 1995 goal to further reduce the overall DoD domestic base
structure by a minimum of 15 percent of DoD-wide plant replacement value and required cross-
service and intra-service opportunities be pursued to achieve it. The level of reduction would
approximate the 1988, 1991, and 1993 rounds combined. For the first time BRAC 95 included

five joint cross-service groups to suggest alternatives for realignments and closures in the

functional areas of depot maintenance, research and development laboratories, test and

evaluation, undergraduate pilot training, and hospitals.

In January 1995, the Secretary stated that fewer bases would be recommended this year than in
1993 when 130 were recommended because the easy recommendations had been made and the
up-front costs of implementing more realignment and closures were too high. Current
indications are that the Secretary’s recommendations will cover 110 bases which will include

few depots, laboratories, and test and evaluation facilities. Moreover, few, if any, of the joint

W el mel f2 /# EL. Dol



cross-service groups’ suggested alternatives were recommended because the Services generally
considered only intra-service realignments and closures, some of which may have been deleted
for political reasons: According to Newsweek magazine, “air force plans to close at least two of
its five maintenance depots in California and Texas have also been scotched” at the request of
the White House because of its concerns regarding the adverse impact of the closures on the
1996 election. Following is a discussion of the mission and infrastructure of these three areas,

respectively:

Depot Maintenance

Laboratori

The mission of DOD laboratories is to maintain technological superiority over potential
adversaries. The laboratories also provide technical expertise to the Military Departments so
they will be smart buyers and users of new and improved weapons systems and support
capabilities. The total DoD funding for Research, Development,. Test, and Evaluation (RDT&E)

laboratories in FY 1991 was $13.8 billion.

There are 81 laboratories within the Department of Defense: 1 DOD, 28 Army, 28 Navy, and 24

Air Force. Through FY 1994, the labs have been relatively unaffected by the end of the Cold



War. Their multi-billion dollar budgets have declined only slightly in real terms since 1989 and

they remain about the same size as they were during the mid-1980’s Cold War peak.

According to an April 1994 Defense Science Board report:
“The U.S. Combatant Commands are undergoing great change to reflect the fundamental
changes in the threats they face with the end of the Cold War and the dissolution of the
Soviet Union. Forces are shrinking and their missions are evolving. The Defense
laboratory system on which the combatant commands must rely for their technological
edge has not kept pace. The laboratory system remains an obsolescent artifact of the

Cold War”.

The report states that the laboratory system also has not kept pace with the changing patterns of
technology generation. No longer does DOD drive all militarily critical, cutting edge
technologies. American industry, universities, and other government agencies play significant
roles. Accordingly, one of the DSB’s recommendations is that an additional 20 percent cut in the
defense laboratory Civil Service personnel (above the 4 percent per annum directed by DPG 95-

99) is necessary and the cut can be achieved through closures and realignments.

A December 1994 DoD Office of the Inspector General (OIG) report states that the Director,
Defense Research and Engineering (DDR&E) lacked the resources to provide adequate policy
guidance and oversight of the Military Department laboratories and the Advanced Research
Projects Agency. At the conclusion of its audit, the OIG found that DDR&E was in the process
of issuing science and technology programming guidance, but more needs to be done. According

to the report, DOD is making redundant investments in laboratory facilities and equipment, as




well as research projects. Project Reliance as implemented by the Joint Directors of Laboratories

has resulted in minimal savings and few consolidations of laboratory facilities.

An April 1994 DoD/ OIG report estimated that DoD could save a significant portion of $160
million (1991 BRAC MILCON and equipment funds) planned at that time for new building
construction and equipment for Army and Navy laboratories by utilizing existing Air Force
laboratory space and equipment. The Director, Defense Research and Engineering (DDR&E)
and the Services generally nonconcurred on the basis that BRAC 1991 and 1993 had confirmed
the need for the facilities and equipment. However, the DoD Comptroller stated that a temporary
withhold had been placed on the MILCON funds and suggested that BRAC 95 would provide an

appropriate opportunity to restudy the issues.

Another April 1994 DoD/OIG report stated that DoD could avoid spending as much as $306
million ($169 million BRAC MILCON and equipment funds and $137 million O&M costs) by
utilizing existing laboratory space and equipment, rather than the Army building new facilities
and buying new equipment. The DDR&E and the Services generally disagreed. The DDR&E
stated that the expenditures were necessary because BRAC 1991 approved the Army’s proposal
to close the Electronics and Power sources Directorate of the Army Research Laboratory at Fort
Monmouth, N.J., and relocate the laboratory to Adelphi, M.D. The DoD Comptroller stated that
a temporary withhold had been placed on the military construction pending a ruling by the DOD
Office of General Counsel, of the legal implications. The Comptroller suggested that the issue of

moving the Army laboratory could be studied further as part of BRAC 1995.
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Depot maintenance consists of repair, rebuilding and major overhaul of weapon systems,
parts, and assemblies. DoD depot maintenance facilities consist of extensive shop facilities,
specialized equipment, and highly skill technical and engineering personnel. Depot maintenance
consists of two segments. The segment that is performed within DoD depots, known as “organic”
consists of Army depots, Air Force air logistics centers, Naval aviation depots, Naval shipyards
and Marine Corps multi-commodity maintenance centers. Approximately 120,000 DoD civilians
and 2,000 military personnel are employed in the organic segment. The other segment is
comprised of private sector firms including both original equipment manufacturers and
maintenance and repair organizations. Approximately 70% of the depot maintenance workload is

organic, 30% is performed by the private sector.

The DoD depot maintenance infrastructure will be composed of 24 depots, after the
BRAC 1993 closures are complete, consisting of:

5 Army depots;

5 Air Force air logistics centers;

1 Air Force guidance and metrology center;

3 Naval aviation depots;

5 Naval shipyards;

3 Naval warfare centers; and

2 Marine Corps multi-commodity maintenance centers.

The 1991 and 1993 Base Closure processes resulted in the closures of 10 depots. The DoD’s 1995

recommendations are for the closure and realignment of the following depots:

Army Close 3 depots

Realign 2 depots
Air Force Realign 5 air logistics centers
Navy Close 1 shipyard

Redirection for 1 Aviation depot

Close 3 warfare centers
Realign 7 warfare centers



Maintenance Capacity:
The amount of workload, expressed in direct labor hours, that a facility can
accommodate with all work positions manned on a single-shift, 5-day, 40 hour week
basis while producing the product mix that the facility is designed to accommodate.

Excess Maintenance Capacity:
Maintenance plant capacity that is excess to utilized and surge requirements expressed in
thousands of square feet.

Supply Capacity:
The square footage of warehouse space for the storage of items other than ammunition
and bulk fuel.

Excess Storage Capacity:
Total unused square footage of warehouse space for the storage of items other than
ammunition and bulk fuel.

Production Capacity:
The amount of workload, expressed in actual direct labor hours, that a facility can
accommodate with all work positions manned on a single-shift, 5-day, 40-hour week
basis while producing the product mix that the facility is designed to accommodate.

Excess Production Capacity:
Industrial Production plant capacity that is excess to utilized and surge requirements
expressed in production facility square feet.



investments, (2) the Services were allowed to retain their existing test and evaluation capabilities
and funding authority, and (3) the Reliance study methodology had major weaknesses.

January 1994 Secretary Perry:
- stated BRAC 95 goal of 15 % reduction in plant replacement value
- required cross-Service and intra-Service opportunities to be pursued throughout
BRAC9S5 process
- a number of Cross-Service teams, led by OSD Officials were established including in the
following areas:
- Depot Maintenance
- Test and Evaluation
- Research and Engineering Laboratories
- DoD Cross-Service effort likely to produce much better data than ever before available
- detailed data calls and efforts to normalize will result in more comparable data,
particularly in the maintenance depot area
- The DoD recommendations will not include inter-Servicing or closures in the Cross-Service
areas, dispite that fact that there is tremendous excess capacity
- All Cross-Service options/recommendations were passed back to the Services who had final say
what would be in DoD’s of recommended closures

Maintenance Depots
- over the past five years, DoD annual maintenance costs have been approximately $13 billion
- 24 maintenance activities will remain after the 7 closures recommended by the 91 and 93

Commissions are complete Uty

- a well respected study performed by Gen Went (USMC ret) stated that there will-be-72%— ez |

eapacity utilizatien-in-FEY-97 St f f e e
Zkﬂf&,\j

- The maintenance depot Cross-Service group identified 5-8 depots that could be closed, we
believe the DoD recommendations to the Commission will include 3 maintenance activities

Test and Evaluation

- Test and Evaluation facility funding and infrastructure has generally been protected from
down sizing.

- The BRAC 95 process, for the first time, is to address cross-Service utilization of
common support assets
- 19 major test ranges
- $5 billion operations cost
- $20 -30 billion capital investment

- DoD has not aggressively pursued consolidation of major test and evaluation facilities
even through testing of air vehicles, electric systems and armament weapon show
significant excess capacity and greatest potential for cross-Service consolidation



DoD’s test and Evaluation Reliance process established to consolidate existing test

capabilities has not bee effective

- focus shifted from consolidation to future test investments

- military services allowed to retain their existing test capabilities and funding
authority

- Reliance study methodology had major weaknesses
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The United States has reduced its armed forces by approximately 30 percent, since the end of the
Cold War and the dissolution of the former Soviet Union. However, the infrastructure has
decreased only 15 percent., mainly through the base realignment and closure process. After
BRAC 1993, defense officials warned that BRAC 1995 would be the toughest yet in a process
that already has eliminated 250 bases, including 70 major facilities. The Secretary of Defense
last month partly allayed such fears, saying fewer bases would be recommended this year than in
1993, when 130 were recommended.

In January 1994, the Secretary of Defense stated a BRAC)1995 goal of a 15 percent reduction in
infrastructure based on plant replacement value. Accordingly, the Secretary required cross-
service and intra-service opportunities to be pursued throughout the BRAC 1995 process. A
number of cross-service teams, lead by Office of the Secretary of Defense officials were
established. These teams requested such data from the Services, analyzed the data, and made
recommendations to the Services to reduce and/or consolidatetheir infrastructure. The Services
responded to the Secretary with their recommendations. While the Secretary’s final
recommendations will not be known until the list is published in the Federal Register,
preliminary indications are that they will be significantly fewer than originally recommended by
the cross-service teams.

The BCARC 1995 Cross-Service Team is concerned that without additional installations being
added to the Secretary’s recommended list opportunities will be lost to reduce uneeded/excess
DOD capacity in the areas of depot maintenance, test and evaluation, and laboratory
infrastructure:

Depot Maintenance

Over the past 5 years, DoD’s annual depot maintenance costs have been approximately $13
billion. There are 24 maintenance depots that will remain after the 7 closures recommended by
the 1991 and 1993 Commissions have been implemented. A well respected study performed by
General Went (USMC ret.) stated that only 72% of the depot maintenance capacity will be
utilized in FY 1997. DOD’s maintenance depot cross-service team identified 5 to 8 depots that
could be closed, however, we believe the Secretary’s recommendations to the BCARC will
include on.ly three maintenance depots.

Test and Evaluation

Test and evaluation funding and infrastructure have generally been protected from down sizing.
Within DOD there are currently 19 major test ranges, with $5 billion operations cost and $20
billion to $30 billion in capital investment. DoD has not aggressively pursued consolidation of
major test and evaluation facilities even through testing of air vehicles, electric systems and
armament weapon show significant excess capacity and the greatest potential for cross-Service
consolidation.

DoD’s Project Reliance was established to consolidate existing test and evaluation capabilities
but it has not bee effective because: (1) its focus shifted from consolidation to future test
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EXECUTIVE SUMMARY

TASKING

Since easing of geopolitical tensions in the late 1980s, reductions in force
structure and operations tempo have decreased both the peacetime and wartime demand
for depot maintenance -- in the process creating significant excess capacity. The basic
purpose of this study was to implement the Secretary of Defense's tasking to aggressively
pursue reductions in excess depot capacity by assessing the merits of establishing an
Executive Agent, Joint Command, or Defense Agency for depot maintenance activities;
examining possible further consolidation of depot activities; and exploring the benefits of
enhanced bidding.

In order to satisfy the Secretary's tasking, the Study Team compared overall
depot sizing to force structure and other key indicators, re-examined the concept of core,
researched recent results from expanded depot maintenance competition, and captured
depot-related lessons from Desert Shield/Desert Storm. The team also researched
relevant trends in commercial practice and took a hard look at the relationship between
organic depots and the industrial sector, including the potential for privatizing the depots
or converting them to Government Owned, Contractor Operated (GOCO) plants.

MAJOR FINDINGS

The Department is successfully eliminating excess depot maintenance capacity.
Actions underway will result in a depot maintenance personnel end strength some 30%
below FY87 levels by the end FY94. Over 30% of the major maintenance depots
existing in FY87 have been closed or recommended for closure. Overall, depot
personnel, budgets, and the number of depots have decreased at roughly the same rate as
supported weapon systems inventories, total military personnel levels, and operational
activity levels. However, excess capacity will almost certainly still exist after closures
are completed: one Air Force Air Logistics Center was initially recommended for
closure but remains open as does one Armmy depot recommended for closure. Future
force structure reductions in the offering may also create additional excess capacity.

Unnecessary duplication of capability and limited interservicing remain issues.
Although closing or realigning the depots that have so far been identified will reduce
intra-Service duplication, it does little for cross-Service duplication. Of total Corporate
Business Plan savings, less than 3% is now planned to come from interservicing. The
existing management structure, methods, and processes have not been effective at
controlling inter-Service redundancy. In fact, the FY93 Base Closure and Realignment
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Commission (BRAC 93) was critical of DoD efforts to provide integrated
recommendations, supported by cross-Service analysis, for maintenance depots.

Future downsizing (i.e. closing and realignment of depots) will be required. This
effort will require cross-Service workload assignment since there is limited remaining
opportunity for the Services to unilaterally reduce capacity without affecting mission
support. Because cross-Service cooperation has proved difficult under the current,
narrowly focused, Service/Defense Depot Maintenance Council (DDMC) management
structure, an improved cross-Service management structure with clear decision authority
is needed. Cross-service resolution of unnecessary duplication of capability and excess
capacity is also made more difficult because existing capacity measures are not capable
of providing the kinds of insights that support necessary decision making.

The requirement for an organic CORE depot maintenance capability is still valid.
Further, the Study Team proposed a new, multi-Service, framework including a2 common
sizing algorithm for Service application. Application of this algorithm should result in a
CORE capability smaller than has been maintained in the past.

Results so far indicate that competition is achieving anticipated benefits and
driving efficiencies that might not otherwise by realized. Public-private and public-
public competitions have been shown to eliminate inefficiencies and motivate innovation
in both maintenance approaches and business practices. Contract awards in public-
private competition appear to be overall relatively well balanced between public (organic
depots) and private sources (contractors).

Whether or not depot maintenance should be used to protect the health of the
U.S. industrial base, it has limited leverage to do so. Depot maintenance expenditures
available to address industrial base considerations are less than 1% of total aerospace,
motor vehicle, and electronics sales. Because discretionary depot maintenance dollars are
small compared to the industrial base, any use of depot maintenance workload to assure
its health will require careful targeting.

Successful commercial firms have concluded that an overemphasis on centralized
control is dysfunctional because of inherent conservatism and unavoidable myopia of the
"rational” analysis underlying centralized decisions. Additionally, intentional internal
redundancy as a risk mitigation method has merit. Taken as a whole, these trends suggest
a yellow light for centralization and consolidation.

There were four alternative management structures that were at least satisfactory
in terms of Service criteria for military responsiveness, efficiency, authority and
responsibility, implementability, and potential support to BRAC 95:

¢ An Empowered Defense Depot Maintenance Council

o Executive Service Management coupled with an Empowered Defense Depot
Maintenance Council,

e A Joint Depot Maintenance Command, and

e A Defense Depot Maintenance Agency

iv
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The preferred alternative identified as a result of Services, JCS, and OSD formal
evaluations was an Empowered DDMC. Empowerment of the DDMC includes:

¢ Broadening the charter of the DDMC from its current narrow focus on DMRD
908 implementation planning and execution to encompass all depot maintenance
operations and issues

e Vesting in the DDMC well-defined decision making authority in specific areas of
responsibility to provide integrated management of DoD depot maintenance
resources, operations and business practices, e.g., controlling interservicing,
workload consolidation, downsizing and utilization of facility capacity

- Providing the DDMC with a rational decision support system to monitor key
operations and to identify and elevate significant decision requirements

¢ Consolidating staff support to provide the necessary resources for enhanced
DDMC operations, e.g., establishment of the Maintenance Management Support
Activity.

RECOMMENDATIONS

In response to the Secretary of Defense's basic tasking to assess the merits of
alternative management structures, the Study Team recommends that, DoD implement
§, the Empowered DDMC. This management alternative:

e Is embraced by the Services

e Has the necessary clout to provide oversight of the Department's depot
maintenance operations, develop coherent DoD-wide policies, make decisions in
key areas, and, in general, exercise the authority of the Secretary of Defense to
provide effective, integrated depot maintenance management.

A pacing requirement for implementation is BRAC 95. DoD recommendations
are due to the Commission by January 1995, less than 18 months away. Because it will
take time for the Empowered DDMC to achieve full functionality, implementation now is
needed to develop an integrated input supported by cross-Service analysis.

Additionally, the Study Team recommends that DoD:

o Promulgate as formal policy the CORE concept and sizing algorithm developed
in Chapter 3 of this study. The justification for organic CORE depot
maintenance has been revalidated and its relationship to the other segments that
make up the depot maintenance industrial base is understood.

4

¢ Develop a new analytic basis (probably based on a metaphor other than capacity)
for making workload consolidation, retention of redundant capability, and related
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decisions. Similar to the approach taken by the Team with regard to CORE, any
such undertaking needs first and foremost to have a coherent foundation.
Development should begin soon to have any likelihood of affecting BRAC 95
recommendations.

Continue the competition program (private-private, public-public, and public-
private) - it is producing substantial benefits. Although level-playing-field
consideratiops will continue to deserve attention in public-private competition,
the empirical results thus far indicate the process is essentially fair: there has not
been a decisive shift of workload from the public sector to private or in the
reverse direction.

Not, at this time, convert organic depot operations to Government owned,
contractor operated (GOCO) plants. Although GOCO depots appear viable, the
Department needs a better understanding of the practical application of the
concept to depot maintenance operations and the advantage to be gained by
making the change. DoD should complete a2 comprehensive evaluation of the
GOCO concept for depot maintenance.

Direct its depot maintenance managers to cangage with the ongoing
Undersecretary of Defense (Acquisition)-sponsored integrated assessment of the
U.S. technology and industrial base to determine how and if depot maintenance
workload should be used to preserve capabilities in the public sector.

vi
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CHAPTER1
OVERVIEW

INTRODUCTION AND PURPOSE

BACKGROUND

This study has its antecedents in the many preceding management reviews and
several recent related efforts to evaluate DoD logistics resources and requirements. Most
recently, in forwarding to Congress the Chairman of the Joint Chiefs of Staff's 1993
triennial Report on the Roles, Missions, and Functions of the Armed Forces of the United
States, the Secretary of Defense (SecDef) indicated his plan to review management
options for depot maintenance operations in DoD.!  Given the Chairman's
recommendation in his report to consider forming a Joint Depot Maintenance Command,
SecDef indicated his desire to consider other management approaches prior to making a
final decision. Coinciding with this consideration was the SecDef Central Logistics
Infrastructure Review, a DoD-wide effort to develop and apply methodologies for
measuring how much logistics infrastructure should be reduced with declines in force
structure. Depot maintenance operations were a large part of the logistics infrastructure
considered by the panel. Additionally, the SecDef chartered a Bottom-Up Review to
balance future defense needs and programs, a review that must consider getting the
highest return -on logistics resources. Finally, also bearing on this current study is the
National Policy Review, chaired by the Vice President of the United States, which may
establish guidelines for Departmental management in a variety of functional areas.

Conducted in response to direction from the Secretary of Defense,? this study has
several objectives. The basic purpose is to implement the Secretary's direction to
aggressively pursue reductions in excess depot capacity. By direction, pursuing these
reductions includes assessing the merits of various management structure alternatives
such as establishing an Executive Agent, Joint Command, or Defense Agency for depot
maintenance activities and examining possible further consolidation of depot activities
and expansion of competitive bidding.? Additionally, the study supplements both the
Central Logistics Infrastructure Review and the Bottom-Up Review by looking at
approaches to defining DoD CORE depot maintenance requirements and methods to
ensure that DoD provides the necessary capabilities and capacity to accomplish both
CORE and non-CORE workload needs.

1SecDef letters to Chairmen of Congressional Armed Services Committees, 29 March 1993 .

2SecDef memorandum, Subject: Roles, Missions, and Functions of the Armed Forces of the
United States, 15 April 1993.

3Assistant Secretary of Defense (Production and Logistics), "Terms of Reference for Depot
Maintenance Infrastructure Review and Study of Options for Integrated Management DoD Depot
Maintenance Activities,” May 21, 1993 (see Appendix A).

1-1
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There have been many previous efforts to influence the shape of depot
maintenance operations and improve depot maintenance efficiency within DoD. Some of
these are outlined in the recent Depot Maintenance Consolidation Study* and all have
been more completely documented by the Maintenance Policy Directorate of the Office
of the Secretary of Defense.> These efforts have met with varying degrees of success.
Most notable recently, perhaps, has been the operation of the Defense Depot Maintenance
Council (DDMC), discussed later in this study. The DDMC provided a forum for joint
Service cooperation and has established a foundation for integrated management of DoD
depot maintenance.

DEPOT MAINTENANCE SCOPE

DoD depot maintenance is an important element of the defense industrial base. It
provides repair, overhaul and modification for items ranging from complete weapon
systems to their component parts. To do this requires extensive shop facilities,
specialized equipment, and highly skilled technical and engineering personnel.
Particularly because of its role in supporting contingency requirements, depot
maintenance will continue to be vital in the national security environment of the future.

Depot maintenance consists of two segments. The organic segment (i.e., DoD-
owned and operated facilities) is composed primarily of Army depots, Air Force air
logistics centers, Naval aviation depots, Naval shipyards, and Marine Corps multi-
commodity maintenance centers (MC3s). There are currently about 120,000 Federal
civilian and 2,000 military personnel working in the organic segment. The private sector
segment is comprised of thousands of commercial firms including both original
equipment manufacturers and maintenance/repair operations. Since the mid-1980s, the
organic segment has provided about 65% of depot maintenance and the private sector
about 35%. When the costs of replacement parts used during organic depot maintenance
and the costs of interim contractor support and contractor logistics support are taken into
account, the total dollar expenditures on organic and private sector support of depot
maintenance have been roughly equal.

Each segment of the depot maintenance support structure brings with it certain
unique attributes. Private sector defense industries have traditionally concentrated the
bulk of their efforts on new manufacture, developing efficient production processes and
facilities to design, develop and assemble entire new systems or subsystems; depot
maintenance and spare/replacement parts are provided by these original equipment
manufacturers as well as by specialized maintenance firms. Government depots on the
other hand, focus on maintaining a logistics capability for response to mobilization,
national defense contingencies and emergency humanitarian requirements. While
production and maintenance are complementary functions the two are not completely
interchangeable. Depots could not pass the test as new weapon systems production
facilities. Likewise, major manufacturers of new systems often use different types of

4 Depot Maintenance Consolidation Study, January 1993, General J. J. Went, USMC (Ret) et al.

50SD Director, Maintenance Policy, Chronology of Significant Events Associated with
Improving Joint Service Cooperation and Interservicing for DoD Depot Maintenance, March,
1993.
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facilities, equipment, and personnel skills than those required for the overhaul, repair, and
modemization of existing systems by organic depots.

While DoD depot maintenance is somewhat comparable to operations in the
commercial sector, the scope of operations and the size of weapon systems and
equipment inventories make direct comparison difficult The commercial sector does
not, in too many instances, undertake the scope and breadth of military depot
maintenance. A typical commercial airline maintains less than 200 aircraft of limited
types while the largest commercial airline companies may have fleets of about 400 -
aircraft. DoD on the other hand provides depot maintenance to support some 20,000
aircraft of nearly 100 different types. Comparisons in other functional areas such as
combat vehicles, ships, and communications/electronics yield similar results - the scale
and scope of DoD depot maintenance are unique. However, as pointed out above, DoD
maintenance depots while comparable in size to larger manufacturing operations, are not

similarly structured. It is the synergism provided by a multitude of skills and a variety of

maintenance processes that provide the necessary scope for efficient DoD depot
maintenance operations, rather than the ability to mass produce large numbcrs of similar
products as is most often found in the commercial sector.

Depot maintenance practices have changed as a result of modem equipment and
weapon systems characteristics. These characteristics include improved maintainability,
modular design and greater reliability. As a result, depot maintenance is no longer
singularly characterized as "overhaul.”" A major fraction of depot maintenance now
focuses on resolving specific operating deficiencies, through processes such as RCM
(reliability-centered maintenance) and IROAN (inspect and repair only as necessary)
processes. Depot maintenance operations also provide selective remanufacturing
capabilities. Additionally, a significant and increasing portion of the depot maintenance
mission is software support. By FY97, the software support workload is projected to
grow nearly 60% over FY91 levels, to a total effort of some 2,500 direct labor years.

NEW WORLD SITUATION

PAST PRACTICES - SITUATIONALLY CORRECT

From the late 1940s until the dissolution of the Soviet Union, U.S. war planning
scenarios called for large-scale response to a Soviet invasion of Western Europe and
emphasized full industrial mobilization. Within this context, a principal justification for
organic depot maintenance was the need for ready, organic surge capacity to meet the
immediate needs of operational forces while buying time for the private sector production
base to gear up for wartime demands. This large-scale, full-mobilization scenario drove
policy, guiding the establishment of a substantial organic depot maintenance capacity and
infrastructure, with attendant redundant capabilities.

By the end of the 1980s, the then-existing depot capabilities and capacity were
the product of 40 years of incremental additions (typically to support new weapon
systems as they came on board) and contractions. As noted later in this study, these
depot maintenance capabilities were both needed and used during Desert Shield and
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Desert Storm - although at much reduced levels (capacity) compared to what would have
been demanded by an Eastern Europe scenario.

DEPOT MAINTENANCE IN THE POST-COLD WAR ERA

Since easing of geopolitical tensions in the late 1980s, reductions in force
structure and operations tempo (OPTEMPOQ) have lessened both peacetime and wartime
demand for depot maintenance. Meanwhile, the change from preparation for large scale
conflict to preparation for contingency scenarios has also revised the requirement for
depot maintenance. Whereas the focus during the cold war was readiness and
sustainability for a massive, protracted war, now it includes readiness for smaller
conflicts and sustainability for a shorter duration and reconstitution. In combination, the
optempo-driven and scenario-driven changes have significantly reduced depot
maintenance requirements and, in the process, generated excess capacity.

Simultaneous with these changes, and precipitated by a 55% drop in procurement
dollars since 1986, industry has shown increased interest in depot maintenance. With the
rapidly diminishing number of new weapon system programs, depot maintenance and
modification programs are now viewed by industry as potentially important business
areas and, possibly, a means for supporting elements of the industrial base.

RECENT DEPOT MAINTENANCE INITIATIVES

FOCUS ON EFFICIENCY AND RESPONSE TO CHANGING NEEDS

Although there is uncertainty about the amount of the excess organic depot
maintenance capacity, the existence of this excess organic capacity has long been
undisputed. The issue has historically been dealt with from a Service perspective. It was
arguably first systematically addressed in an integrated manner beginning in June 1990
when the Deputy Secretary of Defense (DepSecDef) directed the Services to develop
near-term and long-range plans for increased efficiency. His direction included single-
siting of workloads in Air Force and Naval aviation depots. The DepSecDef also
established the Defense Depot Maintenance Council (DDMC) at that time to camry out
these efforts. The DDMC, chaired by the Assistant Secretary of Defense for Production
and Logistics, was made up of the Deputy Assistant Secretary of Defense (Logistics) and
the Joint Logistics Commanders — Service members who were the designated
representatives of the Military Service secretaries.

The DDMC has served as a forum for coordinating reviews of DoD depot
maintenance policies, programs, and activities and has been the mechanism for jointly
planning and implementing management improvement initiatives. The DDMC directed
18 commodity-based studies and 4 generic studies (management information systems,
cost comparability, performance measurement, and capacity/utilization measurement).
By February of 1991, the various study groups had identified $1.15B in savings during
the period FY91-FY95. The savings were formally recognized in the Joint Services
Business Plan of the same month. Later in 1991, under the signatures of the Service
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Under Secretaries, a Corporate Business Plan presented a planned approach to increasing
the savings to $3.9B over the same time frame.

Two Defense Management Review Decisions (DMRD 908 and DMRD 908C of
November 1990 and January 1991 respectively, both titled Consolidating Depot
Maintenance) formalized and further increased total savings to $6.4B over the FY91-
FY97 period. As described in the FY92-FY97 Corporate Business Plan (CBP), these
savings were to accrue from downsizing workforces and facilities, canceling facility
projects, consolidating workloads, expanding interservicing, and increasing competition.

Serving as the oversight element for CBP implementation, the DDMC has been
effective in integrating Service programs to achieve savings and in standardizing, to some
degree, approaches to implementing efficiency initiatives. For programs such as
increased competition for depot maintenance workloads between public depots and
private sector contractors, the DDMC has been able to expand DoD savings opportunities
through effective interface with Congress and other interested constituencies. Because of
its nature as an advisory board and its current limited charter, the DDMC has not directed

‘the broad-based systemic and programmatic changes which now appear necessary to
achieve increased management efficiencies and program integration.

. The Military Departments and Defense Agencies have made important progress
toward downsizing their individual depot maintenance programs, reducing depot labor
forces and budgets approximately 30% since 1987. Four major depots® and two minor
depots? were closed prior to the 1993 Base Realignment And Closure (BRAC) cycle and
BRAC 93 has identified an additional seven depots for closure. If, after BRAC 93
closures, there is still undesired excess capacity (and the extent of such excess capacity is,
itself, is a point of discussion), the best opportunities for continued capacity adjustment
appear to be cross-Service (i.c., by combining workload across Services and then closing
unneeded facilities). This would appear to be a major challenge for the depot
maintenance management structure that supports DoD depot maintenance in the future.

The previously cited Report on the Roles, Missions and Functions of the Armed
Forces of the United States generated additional emphasis on the need to examine cross-
Service depot management. This need stems primarily from the conclusions in the Joint
Chiefs of Staff Depot Maintenance Consolidation Study® The purpose of that study was
to "...help identify the best way to scale down the excess capacity and reduce costs
without degrading current or future capability to meet our peacetime and wartime needs.”
The JCS study concluded that existing management structures within the Services,
Agencies and OSD were unlikely to successfully address these issues and that there were
three options which were serious alternatives to the way the DoD currently manages
depot maintenance. The options were:

¢ Executive Service (i.e., single Service) management of depot maintenance by
major weapon systems categories

60One under the FY88 BRAC Commission process, two under BRAC 91, and one under the
CBP. Sec Table 1-1.

7The two minor depots affected were Pueblo Depot Activity (closed by the Army) and RAF
Kemble (Air Force withdrew from site).

80p Cit. Depot Maintenance Consolidation Study.
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+ Consolidation of all depot maintenance activities under a single Defense
Maintenance Agency

o Consolidation of all depot maintenance activities under a Joint Depot
Maintenance Command.?

The Study recommended establishing a Joint Depot Maintenance Command.

OTHER MANAGEMENT EFFORTS TO IMPROVE OPERATIONS

In addition to the corporate planning process operating under guidance of the
DDMC and the Depot Maintenance Consolidation Study, there have been other recent
management efforts focused on improving depot maintenance operations. As previously
indicated, there have been a number of reviews over the past scveral decades focused on
improving depot maintenance management by, for example, realigning workloads,
implementing standard systems and reorganizing management structures. Additionally,
the Department's central logistics infrastructure and Bottom Up reviews have included
depot maintenance as one of the principal areas of attention.

Further, in the past few years the Defense Management Review process has
generated many budget-related initiatives in addition to DMRD 908. For example,
DMRDs 919 and 939 targeted Naval Shipyards and Computer-Aided Acquisition
Logistics Support (CALS) respectively, to save $1.6B in five years. DMRD 919 related
efficiency improvements to budgetary savings, while DMRD 939 attributed savings to a
reorganized CALS program.

DMRD 971 expanded the use of cost accounting principals as well as
performance and activity based budgeting in the Defense Business Operating Fund
(DBOF). Since depot maintenance facilities were industrially funded activities, they have
operated for many years on the principals upon which DBOF is based. DMRD 904,
Stock Funding of Reparables, required that all Services finance the depot level
maintenance of depot level reparables through use of the stock fund as opposed to the use
of appropriated dollars. Anticipated benefits to the supply system include fewer
component carcass returns to depot, fewer customer demands, reduced throw away rates,
and reduced inventory levels. Stock funding of reparables, however, is one factor that
complicates the comparison of prior year depot maintenance budget and cost data with
that subsequent to FY92.

9Neither this option nor the agency alternative was specifically examined in the limited time
available to the JCS study—rather the study looked at DoD consolidation generically.
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CURRENT POSTURE

MAJOR ORGANIC MAINTENANCE DEPOTS

O - Clsing/Realigning

Figure 1-1. Major DoD Depot Maintenance Activities
(Employing More Than 400 Personnel)

There are currently 33 major maintenance depots under Service management.
Figure 1-1 shows the geographic locations of each depot and indicates those that have
been identified for realignment or closure. Two of the 33, Sacramento Army Depot and
Philadelphia Naval Shipyard, are in the process of closing. Of the remaining 31 depot
facilities, 7 are included in the President's final reccommendation to Congress for closures
and realignments as part of the BRAC 93 process. It should be noted that there are
additional activities performing depot maintenance in the Services and in the Defense
Logistics Agency. These activities are relatively small in terms of level of effort and
often combine depot level maintenance with other maintenance and support activities.

Table 1-1 below indicates the impact, by Service, of actual/planned/
recommended closings resulting from the BRAC Commissions of 1988, 1991 and 1993
as well as management actions taken under the CBP. The SecDef also recommended to
the BRAC 93 Commission the closing of Letterkenny Army Depot, but the Commission
did not concur with the recommendation. Additionally, the Air Force identified
Sacramento ALC (SM-ALC) as a closure candidate for BRAC 93, but SecDef did not
include SM-ALC in his final consolidated list of candidates.
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Table 1-1. Posture of Major DoD Maintenance Depot by Service
(Employing More than 400 Personnel)

Pre-
BRAC
88
Depots
Amny Depots 9
USAF Air Logistics Centprs 5
(ALCs)
USAF Aerospace Guidance and 2
Metrology Center (AGMC) &
Aircraft Maintenance and
Regeneration Center (AMARC)
Navy Shipyards (NSYs) 8
Naval Warfare Centers (NWCs) 3
Naval Aviation Depots (NADEPs) 6
Marine Corps Logistics Bases 2
(MCLBs)
Total 35

DEPOT MAINTENANCE COSTS AND CAPACITY

For FY93, DoD planned about $13B in expenditures for depot maintenance
operations. Table 1-2 shows that about 68% of this expenditure will be for support in
organic facilities and the balance in facilities operated by contractors. The budget table
portrays data from the perspective of the Service responsible for depot maintenance of its
own assigned equipment and that receives depot maintenance support from depot
activities. The data is based on the FY93 President's Budget as developed by the Bush
Administration. Marine Corps aviation is included in the Navy line. The estimate
includes depot maintenance funds from the following sources: O&M, Procurement,
RDT&E, and other DBOF activities (e.g., stock fund). Additions have been included for
continuing force reconstitution (resulting from Desert Storm), full impact of the stock
funding of depot level reparables by the Air Force and Armmy, and initial Air Force two
level maintenance requirements.

The amount accomplished by contract varies by Service, from a high of about

‘ 40% contractor for the Army to a low of about 11% for the Marine Corps. Additionally,

as previously mentioned, a substantial portion of the organic share goes to the private
sector to purchase spare parts and services to support organic depot maintenance
operations.

10BRAC 88 closed Lexington-Bluegrass Army Depot.

1IBRAC 91 and CBP management actions closed/realigned Sacramento Army Depot (BRAC),
Mainz Army Depot (CBP) and Philadelphia NSY (BRAC).

12BRAC 93 closed/realigned Toocle Army Depot, AGMC, Charieston and Mare Island NSYs,
and NADEPs Norfolk, Alameda and Pensacola; USAF recommended closing SM-ALC but DoD
did not include on final list of candidates forwarded to BRAC Commission; additionaily, DoD did
recommend closing Letterkenny Army Depot but the BRAC Commission recommended retention.
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Table 1-2. FY93 Estimated Depot Maintenance Budgets

FY 93 ($ Millions) Contract/Organic Shares
Organic 11116 60.1%
Contract

T 5 DS IRS BA SR ISATS SRR RINS N 55
FOLPRAE @ § IV POCTERIRIETING
SR L0 RN NPT SN SO 15 0 33

Organic
NAVY Contract
Organic 2791.3
AIR FORCE Contract 1134.1
Organic 56.2
MARINES Contract 6.8
8747.5 67.7%
TOTAL Contract 4182.6 32.3%

T ey

SOURCE: FYV2-FYY1CBAP

A projected distribution of these costs is illustrated in Figure 1-2.!3 About 50%
(contract and direct material) of the total, or $6.8B, may potentially go to the private
sector as direct contracts for depot maintenance or in the form of purchased materials or
support services. The Service depots use 19% ($2.5B) of the total for direct costs (not
including material) and about 29% (3$3.7B) for indirect costs (operations overhead and
general and administrative expenses). Management overhead above the depot level is
estimated at less than 1% of total depot maintenance costs.

Contract 32%

Direct Material 20%

Mgmt Overhead <1%

Direct Labor 17%

Other Direct 2% Indirect Costs 29%

SOURCE: FY921-FYVT CBP and hamonasl Dol3 7220.9-M deta

Figure 1-2. Projected Distribution of Total FY93 Depot Maintenance Costs

13Based on past DoD 7220.9-M dcpdt cost system reporting for organic production segments
and data from the Depor Maintenance Consolidation Study, Op. Cit
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The Navy is the largest user of depot maintenance dollars, followed by the Air
Force, Army and Marine Corps. Navy depot maintenance costs include both ships and
aircraft. Figure 1-3 portrays the percent of the total budget expended by each Service.

Air Force (30.4%)

Nevy (S4.8%)

Figure 1-3. Percent of FY93 Budget By Service

Together, aircraft (fixed and rotary wing) and ship maintenance account for
nearly 80% of the total budget. Figure 1-4 shows the distribution of the FY93 budget
across the various commodity groups.

Arcrat 458

Misslies 4%

Shps 138 Other (3%

Combat Vehicies 5%

Figure 1-4. Percent of FY93 Budget by Commeodity
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The current capacity of the major organic maintenance depots, less the organic
shipyards, is approximately 93M direct labor hours.!4 Closures resulting from BRAC 91
and 93 will reduce this capacity to about 76M direct labor hours. Capacity of shipyards
is expressed in direct labor days of throughput, as limited by the complexity of work on
nuclear and other large deck ships (Naval shipyards need specific drydock types
facilitized to perform organic work.) and no attempt was made to characterize shipyard
capacity in the same way as non-ship work. BRAC 91 and 93 actions reduce the number
of Naval Shipyards from 8 to 5.

Organic depot maintenance workload for all depots (including shipyards) has
gone from about 201M direct labor hours in FY87 to an anticipated level of about 139M
direct labor hours in FY93. The FY93 President's Budget, prepared by the Bush
Administration, reduces projected workload for FY97 to about 126M direct labor hours.
Significantly greater reductions, beyond these projections, are expected based on
additional force structure reductions being contemplated by the current administration.

POTENTIAL ISSUES

In the recent period of depot maintenance readjustment, a number of perceived
issues have been voiced by the public and private sectors that, if correct as perceived,
have potentially serious implications. The most important perceived issues are outlined
below:

e Has the cumrent depot management structure in the Services resulted in
substantial competition, interservicing, reduction of capacity, or reduction in
unnecessary duplication of effort?

e What degree of additional workload and/or management centralization is needed
to enhance the effectiveness and efficiency of DoD depot maintenance? What
form should it take?

o Is depot maintenance responsive to DoD realities, e.g., force structure and budget
reductions?

e Is the current depot maintenance management structure unable (or unwilling) to
downsize and reduce capacity. Does DoD still, after BRAC 93, have
significantly more depot capacity than the Department will need in the future.
Does unnecessary duplication exist throughout the individual Service depots --
especially when viewed across Service boundaries?

o Is it likely that the Services will not be able to meet the CBP $6.4B FY91-FY97
savings target without taking actions that will severely affect readiness and the
ability to go to war?

14Direct labor hours are defined as labor hours specifically identified with a particular final cost
objective, ¢.g., overhaul of a componeat or end item.
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o Is organic depot capacity perhaps not needed? Should all requirements (or at
least more than at present) be satisfied by commercial sources? [s CORE poorly
defined? Are existing definitions invalid? Are cumrent CORE capabilities
unnecessarily redundant and capacity too large?

e Is the stability of the defense industrial base being increasingly threatened
because Government-run, Service (organic) maintenance depots are taking
workload out of industry?

OUTLINE OF THIS STUDY

In order to satisfy the directions of the Secretary of Defense for this study, it was
first necessary to redefine the issues above since they raise essential questions. To
accomplish this redefinition of the issues, this study undertook a series of tasks as
outlined below. :

In Chapter 2, titled "Baseline Assessment,” a historical framework for DoD
depot maintenance is established and several necessary initial study tasks are addressed:

¢ To determine if depots are downsizing at a rate that makes sense in terms of
overall DoD changes, an analysis of the current posture is developed that
compares depot workload, work force, capacity, and capital investment trends to
DoD force structure and key activity indicator changes.

¢ The important depot maintenance lessons from Desert Shield/Desert Storm are
summarized.

o The significance of legislative oversight of DoD depot maintenance is reviewed.
o The ongoing redefinition of future contingency scenarios is outlined.

In Chapter 3 an exploration of depot maintenance CORE describes the basis in
law for CORE, the historical definition, and the various methods for computing CORE
used by the Services. With this background, the need for organic depots and for a joint
(i.e., coordinated) CORE concept are established, and a new, multi-Service framework,
including a common sizing algorithm for Service application is proposed.

The discussion in Chapter 4 describes the relationship of depot maintenance to
the national industrial base, and then, within the context of this relationship, addresses the
issue of industrial support capabilities, capacity and costs. The discussion is expanded in
perspective to consider broader, Defense industrial base concerns:

e At the center of most recent attempts to increase depot efficiency have been
various concepts for consolidation, interservicing and centralization. There are
important (and in some cases contrary) lessons from industry regarding similar
efforts; some recent trends in commercial practice are highlighted.
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* Another major focus of depot maintenance operations downsizing has been the
cost of capacity; a discussion of capacity and marginal costs is provided along
with some considerations and implications for future downsizing.

* Since the subject of competition is of considerable importance, the role of
competition (private-private, public-private, and public-public)!5 in creating a
more efficient depot structure is described and the potential for privatization of
Government depots and depot maintenance is also explored.

The material in Chapters 2, 3 and 4 provides a basis for refining the issues
described above. As shall be shown in Chapter 5, each of the perceived issues contained
some degree of validity but was also significantly off the mark. Chapter 5 opens by
restating the issues based on the results of the analysis.

A common thread throughout the refined issues is need for an altemnative
management structure to provide cross-service coordination of capacity, capabilities and
related issues. In Chapter 5 alternatives are addressed. Criteria for evaluating
alternatives is established. Four management alternatives generated by this study are
outlined, the evaluation process is described, and the results of evaluations are provided -
and analyzed. A sensitivity analysis is included addressing specific critera, i.e., military
responsiveness and implementation feasibility.

Chapter 6 presents the conclusions and recommendations of the study.

5By private is meant privately owned commercial firms and by public, government operated
facilities. Hence, public-private competition is between one or more privately-held firms and one
or more publicly owned facilities.
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CHAPTER 2
BASELINE ASSESSMENT

INTRODUCTION

Much has been said, written and done about reshaping the United States armed
forces to fit future needs defined by the current administration's civilian leadership while
yielding the "Peace Dividend" expected from victory in the Cold War. Depot
maintenance has not been spared from changing in this reshaping process. This chapter
will set the stage for addressing those perceived issues, described in Chapter 1, which still
confront depot maintenance planners today. '

The first section of this chapter will discuss recent trends in the size and activity
level of the armed forces, followed by a review of where the maintenance depots have
been going in terms of their output and resource allocations. Despite downsizing, and the
legal limits imposed on the depots, they will be shown to have maintained their
traditional place alongside defense contractors in a prime supporting role to the forces
who achieved overwhelming success during Operation Desert Storm.

This chapter will conclude with a brief discussion of the role of the depots in
support of armed forces which no longer face the prospect of a global conflict. The U.S.
' Military is instead preparing for major regional conflicts and for
: peacekeeping/humanitarian operations in all corners of the globe. The bottom line of any
response to the perceived issues must always be the readiness of the depots to provide

assured support to these combat operations.

HISTORICAL AND PROSPECTIVE TRENDS

i

B
¥

FORCE STRUCTURE

Since the late 1980's, the United States has markedly reduced its military force
structure. As illustrated on Figure 2-1 below, the total number of active duty personnel
has declined from 2.17M in FY87 to a projected 1.62M in FY94. This is nearly a 25%
reduction in military personnel. Based on recent statements by senior members of the
current administration, it is anticipated that force structure reductions will continue to
about 200,000 personnel below the total number of active duty military personnel on duty
in FY94, as shown in Figure 2-1.
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Figure 2-1. Active Duty Military by Year

The drop in the number of military personnel on active duty has been the result
of an overall force structure reduction that has included the retirement of significant
numbers of major weapon systems and equipment. With less combat equipment to
operate and maintain, there is less of a requirement for manpower in the Services.
Typical of the trend in hardware reductions, Figure 2-2 shows that the numbers of tactical
aircraft and ships operated by the active and reserve forces have declined by 22% and
19% respectively through FY93. Notional force structure projections call for additional
reductions within the ranges shown for FY94 to FY97 in Figure 2-2.
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Figure 2-2, Tactical Aircraft and Ships by Year
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AGING OF THE FORCE STRUCTURE

The average age of weapons systems will be increasing continuously as projected
Defense budgets provide few new system procurements. Table 2-1 below shows the
FY93 average age of some current weapon systems. These are average ages and there are
platforms in use within each class which are significantly older. It can be seen that many
front-line systems for which no replacement is currently funded already have average
ages well into the range where major overhauls become more frequent, costly and time-
consuming. Each additional calendar year will increase average age by a year for
virtually every system as few new procurements of major systems are ongoing, and, if
they are, are occurring at a slow rate which does little to improve the average.

The effect of weapons systems aging on depot maintenance should be increasing
requirements for both maintenance and modernization of current hardware to support the
continued viability of U.S. forces. This may not be the case for all depots however, as
balancing the increasing weapons systems age is a reduction in total equipment inventory
dominated by the retirement of older, less capable systems. As the extent of this balance
is not quantifiable, the only certainty is that DoD depot capacity will have to be properly
sized with the correct capabilities for long-term peacetime maintenance and contingency
support of a smaller equipment inventory consisting primarily of our most modern
systems. It is the unpredictable nature of future reliability and modemization
requirements that precludes a more precise definition of future depot maintenance needs,
and justifies conservative planning.

Table 2-1. Average Age of Weapon Systems

tem Service Average
Age Yrs.

B-52 Bomber Air Force 31.4
B-1 Bomber Air Force 5.3
F-16 Fighter Air Force 7
F-16 Fighter Air Force Reserve 10
F-16 Fighter Air National Guard 8.8
F-15 Fighter Air Force 8.3
F-15 Fighter Air Nationai Guard 14.7
System 1 Amy N
System 2 Amy
System 3 Army
Conventional Carrier Navy 31
Nuclear Carrler Navy 13
Baelknap Class Cruiser Navy 27

" Ticonderoga Class Cruiser Navy 4
F-14 Fighter Navy 12
F/A-18 Fighter Navy/Marsine 5.7
S-3 Mutti-mission Navy 16.9
lwo Jima Class LPH Navy/Marine 29
AAV 7A1 Assault Amphlb. Vehicle Marine 19
CH-46 Transport Helicopter Marine 25

SOURCE: Servics inpust.
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KEY ACTIVITY INDICATORS

Besides the size of the inventory, it is the usage of military hardware which
generates maintenance requirements for the depot maintenance program. These
requirements, viewed in context of the depot maintenance policy structure (e.g., CORE
needs and legislative mandates), ultimately determine the need for facilities and
personnel. Aircraft, ships, and their componeats historically comprise over 80% of the
annual depot mainténance workload. For this equipment, usage is measured in annual
flying hours and steaming hours. As discussed in the Joint Staff Depot Maintenance .
Consolidation Study, the most recent year in which U.S armed forces were operating at
their Cold War end strength was FY87. There has been a steady decline in both
inventories and usage since then. Figure 2-3 shows that flying hours have dropped from
5.4M in FY87 to a projected 3.8M in FY94, and steaming hours from 1.2M to .9M
during the same period. These reductions of 32% and 27% respectively since FY87 are
even greater than the reductions in personnel and hardware discussed earlier.

(2414 Fyss Fys8g FYs0 FY81 FYse2 FYs3 FY!
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SOURCE: DoD Axoeone
Figure 2-3. Flying Hours, Steaming Hours, and Active Duty Personnel
As Percentages of FY87 Levels
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DEPOT MAINTENANCE ACTIVITY AND RESOURCES DECLINING

The current universal measure of organic depot workload is direct labor hours
(DLHs). As expected, total DLHs declined over the period such that the total reduction is
consistent with the decline in flying hours and steaming hours (Figure 2-4). DLHs
declined from 201.5M in FY87 to a projected 132.1M in FY94, a decrease of over 35%.
A principal component of this change, especially for the FY87-FY88 data, is NAVSEA
workload. Concurrent with the workload reduction, the total number of depot personnel
declined from 156,832 in FY87 to a current level around 122,000 with a projected level
of 109,062 in FY94, a reduction of over 30%. At the same time, the total budget for
depot maintenance in constant FY93 dollars dropped from $16B to $10.9B!, a nearly
32% reduction. With the exception of the FY88 to FY89 drop in workload, all of the
measures have been declining more-or-less continuously and at essentially the same rate,
providing an incentive for depot operators to consolidate the workloads of underutilized
depots and close these facilities.

110%
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60% ul ! -1 1 [ 1
Fys? FY88 FY89 FY90 FY91 FYS2 FY83 FYB4

Workioad(DLHs) i} Flying Hours [} Steaming Hours

SOURCR: DeD Alsassc , #OS-57, FOS-39, POS-. FOS-9! and FY92FYY7 Corporase Businass Pl

Figure 2-4. Flying Hours, Steaming Hours and Organic Workload
As Percentages of FY87 Levels

Even when indicators point to the need to reduce the number of facilities, it is a
more difficult decision to close an entire depot than to absorb resource reductions by
widely distributing them among many facilities and budgets. Nonetheless, the difficult
decisions have been made. In response to the trends illustrated in Figures 2-1 through 24,

I FY94 budget adjusted for effect of significant changes in business practices since FY87, such
as Stock Funding of Depot-Level Reparables and Air Force two-level maintenance.
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DoD recommended closure of specific depots to every BRAC Commission and also took
unilateral action under the DDMC CBP to downsize depot maintenance operations.

In FY88, a decision was made to close the Army's Lexington-Bluegrass depot
facility. Through management initiatives in FY91, DoD closed an overseas maintenance
depot (Mainz Army Depot)) and also closed Support Group Europe at RAF Kemble
which provided USAF depot maintenance. As a result of BRAC 91, two CONUS depots
were selected and are'in the process of closing.2 For BRAC 93, DoD recommended a list
of eight more depots for closure and the Commission approved seven.3

Figure 2-5 reflects the decline in the number of DoD maintenance depots with
greater than 400 employees as a result of these CBP and BRAC actions. Once all of
closures are complete, the number of maintenance depots will have been reduced by 31%.
The percentage of depots closed is not an obvious metric for the overall reduction in
depot capacity because of the great variance in the size of depots. Other potential metrics
were checked, including the change in the size of the depot workforce and the standard
capacity index based on the number of workstations in use. This standard capacity index
was not judged entirely accurate in itself since it has been subjected to multiple
interpretations and may not be reliable without corroborative evidence. Capacity is
further discussed in following paragraphs. After examining these other metrics however,
it was determined that they all exhibited the same trend, and the simple percentage of
depots closed is a valid indicator for the trend and magnitude of recent reductions in
depot capacity.
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Figure 2-5. Impact of BRAC and CBP Action on Maintenance Depots
(Depots with >400 Employees)

2 Sacramento Army Depot and Philadelphia NSY.
3Tooele Army Depot, NADEP Alameda, NADEP Norfolk, NADEP Pensacola, AGMC, Mare
Island NSY, and Charleston NSY.
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ORGANIC WORKLOAD & CAPACITY - SIGNIFICANT REDUCTIONS

Workload

The current trend of organic depot maintenance workload depicted in Figure 2-6
reflects a significant decrease - about 35% - from peak workload. As stated earlier, the
significant drop in workload from FY88 to FY89 was primarily the result of NAVSEA
workload changes. Since out year projections were based on the FY93 President's
Budget and planning data as developed by the Bush Administration, further decreases
beyond those projected in Figure 2-6 are expected due to anticipated additional force
structure reductions. Other factors that may lower organic workload levels include (1)
increased workload going to the private sector as the result of increased public-private
competition (2) more workload being offered to the private sector based on a more
restrictive CORE capacity and capability identification process, and (3) the changing
nature of the weapon systems inventory as discussed above.
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Figure 2-6. Organic Depot Maintenance Workload Projections- FY87-FY97
Capacity

Depot maintenance capacity has been one of the most controversial and contested
subjects over the past 20 years. The issues have included how to measure capacity, how
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much capacity was excess, and how it should be managed. In spite of these issues, some
progress has been made in reducing capacity. Not counting shipyards, for which a
comparable capacity index was not available over the time period studied, the Services
will divest over 18 million direct labor hours (DLHs) of capacity as a result of closing
seven depots through the BRAC process for 1988, 1991 and 1993. It should be noted that
three shipyards are also closing.

Figure 2-7 depicts capacity data for FY87 through 1997. The chart is limited to
depots of greater than 400 employees and excludes shipyards. Capacity for depots
selected by the BRAC process was removed from the data in the year of the decision.
The data alsc includes the results of Service initiatives to reduce capacity under the CBP.

It should be noted that prior to FY91 there was not adequate discipline in the
process of calculation and reporting capacity, and no standard availability factor or
annual productive hours rate. Based on a major capacity study conducted by the Services
in late 1990, significant improvements were made in standardizing and calculating
reported capacity. These efforts resulted in major changes in the FY91 and FY92 data .
The net result is that data for FY92 and later is more reliable than previously reported
data. It is recommended that any future analyses of capacity be based on post-FY91 data.
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Figure 2-7. Depot Maintenance Capacity FY87-97 (Excluding Naval Shipyards)
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CAPITAL INVESTMENT

Figure 2-8 plots Service capital investments since FY87. Capital investments
consist of expenditures for equipment or military construction (MILCON). The amounts
depicted for capital investment include major and minor MILCON (including new
mission MILCON), production and support equipment, and automatic data processing
equipment. Excluded are equipment expenditures for new mission requirements which
are funded through ‘weapons system procurement accounts. FY94 capital investment
figures are presented for both pre- and post-BRAC 93 approved depot closures to
highlight the impact of the closures. The after BRAC 93 adjustment of $44M represents
approximately 10% of the total capital investment planned for FY94 before BRAC 93.

While capital investments have consumed less than 6% of total organic depot
maintenance costs, and overall capital investments are down about 40% from the FY87
level, they have steadily increased since reaching a low of $364M in FY91. A significant
portion of recent capital investment expenditures are to comply with environmental
requirements levied by extemal authorities (e.g., state governments) and for direct
replacement of aging equipment. Environmental standards compliance is the single most
significant category of capital investment, in some instances 50% of annual capital
investment, for specific Services. DoD is taking specific action to manage and control
FY94 capital investment expenditure. However, controlling capital investment in the
face of continuing workload reductions and consolidations, should be a primary focus of
an integrated depot maintenance management structure.
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Figure 2-8. Capital Investment Since FY87 (FY93 $Millions)
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CONTRACT SUPPORT

In recent years, DoD has contracted for about 35% (measured in dollars
expended) of its depot maintenance. The percent of each Service's depot maintenance
budget identified for contract depot maintenance since FY89, and estimated for FY93, is
shown in Table 2-2 below. A significant portion of the workload goifig to the private
sector is awarded sole source (no competition conducted). For example, the Air Force
awards about 24% of its contracts sole source while about 60% of Army contracts for
depot maintenance are awarded sole source.

Table 2-2. Contract Depot Maintenance Workload Share by Service

FISCAL USA NAVY USAF usmc
YEAR
FYs9 35% 30% 41% 5%
FYs0 32% 31% 41% 4%
FY91 42% 35% 33% 3%
FY92 39% 36% 30% 2%
FY93 40% 33% 29% 11%

SOURCE: PFOS end F¥2-92 C3P Dam

As can be seen, all Services, with the exception of the Marine Corps, contract for
about the same level of support. Although there is variability by Service, the overall
DoD percentage of depot maintenance being done by contract has remained within two or
three percentage points of 35% since the mid-1980s. In other words, while there have
been reductions in total depot maintenance expenditures, the proportion of the DoD depot
maintenance budget spent outside organic facilities has held constant.

INTERSERVICE WORKLOADS

The level of interservicing, i.e., depot maintenance work done for one Service by
another, has remained a relatively small portion of the overall depot maintenance budget,
about 4% of total FY91 and FY92 total costs. DoD policy emphasizes aggressive use of
interservice maintenance support whenever it will result in increased economy for the
Govemment and when consistent with operational needs. Interservice results in overall
DoD depot maintenance costs through greater economies of scale, lower recurring costs
and less capital investment.

Some equipment is considered not-susceptible to interservicing due to unique
facility requirements such as drydocks for ships, large hangars for strategic bomber and
transport aircraft, and nuclear missile handling facilities. The non-susceptible workload
was about 35% of the total DoD depot workload in FY91, the most recent year for which
it has been determined. With the non-susceptible workload factored out, the percentage
of interservicing increases to about 7.5% of the susceptible workload. The dollar amount
spent on interserviced work for FY87 through FY92 is depicted in Figure 2-9. There has
been a moderate trend upward in total dollars expended for interserviced workload over
this period. The relatively low level of interservicing bas consistently been targeted by
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DoD management efforts, with limited success as evidenced by the data. Interservicing,
or cross-Service depot maintenance support, must be an essential area of focus in
evaluating changes to the DoD depot maintenance management structures.

FY87 Fyss Fys9 FY90 FY91 FY92

B usmc W usar I ush £ usa

SOURCE: nuonnw DATA SUPPLEMENTED WITH CONTRACTOR MELD TEAM DATA M.OM SERVICES
Figure 2-9. Total Depot Maintenance Interservicing by Year
(FY93 $Millions)

LEGISLATIVE BACKGROUND

A DoD depot maintenance baseline assessment is incomplete without an
understanding of the applicable legislation that shapes depot maintenance operations.
There are many substantive imperatives in public law that affect depot maintenance. The
Legislative basis for depot maintenance is found in Title 10 of the United States Code.
Additionally, each year legislative guidance is contained in annual appropriation and
authorization acts. The guidance can be characterized in the following broad areas:

CORE Logistics Functions
Limits on where and how depot-level maintenance is performed
Workload transfers-between depot and between public and private sector sources
Competition .
Workforce management
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Appendix B is a comprehensive summary of the legislation. Additionally, this
appendix provides applicable results from DoD's review of the Acquisition Law
Advisory Panel report. In other chapters of this report, further detail on legislation is
provided where germane to the discussion.

ROLE OF MAINTENANCE DEPOTS IN
OPERATIONS DESERT SHIELD/DESERT STORM

How well the depots can bring their tremendous capabilities and capacity to bear
became clear when Saddam Hussein's invasion of Kuwait on August 2, 1990 provided
this country's first major military challenge following the end of the cold war —~ and
offered a glimpse at the type of security threat this nation can expect in the future. The
events which unfolded during the seven months following the Iraqi invasion are now well
known and are being studied by both friends and potential adversaries. Today, as the
process of reshaping America’s military forces continues, planning must ensure that a
defense industrial base capable of supporting future national security challenges is
retained 4

PREPARATION

Immediately following the Iraqi invasion, the pace of activity in the defense
depots and defense related industries increased dramatically. They added additional
production and repair lines, increased overtime hours and added additional shifts.
Contract and organic depot teams were dispatched to the bases of deploying forces and
later to Southwest Asia (SWA) to help prepare and to support many of our modem
weapons systems. In fact, pre-existing in-theater contractor operated repair capabilities
and host nation support played a significant role during the deploying forces initial
beddown. Army Materiel Command (AMC) awarded in excess of 23,000 contracts
involving more than 1,500 contractors for nearly $4B to accelerate production of crucial
items and services. Likewise, the Defense Logistics Agency (DLA) placed more than
94,000 contracts valued at nearly $5B with more than 1,000 contractors. The Services
awarded additional millions of dollars worth of contracts to support their deploying
forces. Demands for some items increased as much as 20 to 30 times the peacetime rate.

EXECUTION

The Gulf War did provide an opportunity to assess the performance of depot-
level maintenance during wartime. The Services' organic depot infrastructure in place on
August 2, 1990 had been sized for a much larger conflict, and with few exceptions, was
able to provide rapid response to both planned and unplanned demands. There are

4With the exception of designated footnotes, the facts figures and occurrences within this
section, "Role of Maintenance Depots in Operations Desert Shicld/Desert Storm”, were gleaned
from the Conduct of the Persian Gulf War, Appendix F. pp 393-449.
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reasonably clear indications that where, as an example, depots fell below surge goals, the
reasons were from a lack of repairable carcasses rather than facility, manpower, parts
availability or other factor-of-production limitations.

Contract depot-level support was also an essential clement of the logistical
infrastructure. Requirements increased significantly the moment troops were first alerted
and continued unabated in SWA. The technical expertise and hands-on support provided
by contractor personiel were invaluable in maintaining our advanced aircraft systems
and modem ground weapons. The fact that a number of them accompanied Army forces
into Kuwait and Iraq during the ground war is an indication of their importance. In all,
an estimated 600-700 depot-level contract personnel were in SWA during the conflict.s
The Army required the largest contingent and the Marine Corps the fewest.

Immediately following the President's order to prepare for deployment, the
Army's Depot System Command (DESCOM) dispatched more than 430 employees as
members of materiel fielding teams to help inspect, repair and issue equipment to
deploying military personnel. DESCOM's maintenance depots surged to meet expanded
requirements by hiring additional temporary employees and increasing overtime hours.
Within a two week period Letterkenny Army Depot assembled 800 replacement tracks
for M1A1 tanks, requiring the connecting of 67,000 individual track shoes; at Corpus
Christi Army Depot, AH-1F Cobra helicopter overhauls were expanded from five to 30;
and, at Sacramento Army Depot, overhaul of AN/VRC-12 radios increased from 350 to
1,000.5 A new equipment fielding team from Tooele Army Depot deployed to Saudi
Arabia and fielded 4,000 new wheeled vehicles for tactical units deployed there. AMC
deployed and operated several specialized depot-level repair facilities, employing more
than 850 depot civilian employees and more than 1,000 civilians representing 60
contractors. These in-country repair facilities became indispensable when the full effects
of the environment on our weapons systems became known. For example, sand ingestion
in the Army's UH-60 helicopters’ T700 engine quickly resulted in Mean Time Between
Removal (MTBR) rates of 100 to 150 hours vice the peacetime MTBR of 1200-1500
hours.”

HECO Welding Supply Company, Oxford, Alabama and The Lincoln Electric
Company, Cleveland, Ohio clearly demonstrated the commitment of the private sector in
supporting the war effort. In October, 1990 Anniston Army Depot was tasked to send a
modification team to Saudi Arabia to apply special armor plating to tanks arriving in
Southwest Asia. The team was instructed to report with all the necessary support
equipment and tools needed to apply the plating. Because of the ongoing depot workload
however, there were not enough welding units on hand to provide the team the necessary
quantity required. ~ With the possibility of a ground war growing each day, the
importance of the armor plating could not be overstated. The Anniston contracts
directorate immediately contacted three known sources who could possibly provide the

5George B. Dibble; Charles L. Horne, III; William E. Lindsay, LMI Study Report Volume 1,
Chapter 3, Army Contractor and Civilian Maintenance, Supply, and Transportation Support
During Operations Desert Shield and Desert Storm.

6U.S. Army Fact Paper, U.S. Army DESCOM Support to Operations Desert Shield/Desert
Storm (ODS), T May 1993,

TRonald Nickel, et. al., Desert Storm Reconstruction Report, Volume IX. Logistics (Ceater for
Naval Analysis) Oct. 1991.
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necessary units. HECO Welding Supply Company provided the earliest delivery date and
the lowest price. On October 26, a letter of contract was awarded to HECO for 29 trailer
mounted "SAM 400 Amp Diesel Welding Units" to be delivered by November 19(24
days). The staff at HECO stayed on the job seven days a week, coordinating deliveries,
pulling strings and calling in favors -- anything that would expedite the work and delivery
of the welding units. Lincoln Electric was identified by HECO to produce the welding
units but each had to be built from scratch. However, when Lincoln heard that the units
would be supporting ‘Army soldiers in Saudi Arabia, the company immediately closed
down several production lines and dedicated the necessary people and equipment to meet
the compressed schedule. Suppliers also helped by giving the Lincoln orders a higher
priority then those of their other customers. All through the process, not once was a
request made for monetary consideration to accelerate the delivery schedules. The first
six units were delivered within ten days of contract award and the final 11 units were
delivered on November 14, five days ahead of schedule. As a result, the 29 welding units
were produced and delivered ahead of schedule; the Anniston modification team was
successful in applying the armor plating; and the Army tank crews commenced the
ground assault of Desert Storm with extra protection.?

In the Navy, Naval shipyard ship depot maintenance facilities quickly accelerated
activities to support fleet operations. In the Norfolk area alone, employees of the Naval
Shipyard conducted unscheduled repairs to three battle groups, consisting of 25 ships,
including three aircraft carriers. They also provided technical material and on-site
support for the USS Biddle rudder replacement in Toulon, France. Naval aviation depots,
shipyards and System Command field activities deployed teams comprised of U.S.
government civilian employees and contract workers to conduct both routine and
emergency depot-level maintenance and repairs to battle damaged ships and aircraft for
both the Navy and Marine Corps. The teams were deployed to bases throughout SWA
and to aircraft carriers afloat in the Persian Gulf and Red Sea. Immediately following the
USS Princeton’s collision with two floating Iraqi mines off the coast of Kuwait, shipyard
workers from Long Beach Naval Shipyard, were dispatched to the Port of Dubai, United
Arab Emirates to conduct emergency repairs. Leaks were stopped and bulkheads were
shored up to the point that the ship could be towed back to Long Beach. The remainder
of the battle damage repairs were completed at Long Beach ahead of schedule and at a
savings of $1M.? ‘

Marine Corps depot activities significantly increased to meet the needs of forces
deployed to SWA. More than 33,000 items directly in support of deploying forces were
processed through the two Marine Corps Multi Commodity Maintenance Centers at
Albany and Barstow. Examples of surge efforts included the design, fabrication
shipment and installation of 26 Armor Protection Kits for the D7G Caterpillar bulldozer;
manufacture and installation of appliqué armor kits for M60A1 tanks; manufacture and
installation of 160 Light Armored Vehicle (LAV) night sight bracket assemblies and
associated cables; and rebuild of 56 AN/PRC 68B radio sets for the Air Force.!® The
radios were worked in three days even though the item had not been worked previously.

8Tracks base newsletter, Anniston Army Depot's, 30 May 1991.

9Digest base newsletter, USS Princeton (CGS9) Begins SRA. Long Beach Naval Shipyard,
9 Aug. 1991.

IOMARCORLOGBASES (Code 803) Point Paper, Operation Desert Shield Success Stories,
22 Jan. 1991.
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The two MC3s dispatched teams of Marines and civilian employees to SWA to support
retrofit modifications to TOW-I missile guidance systems and to install the M60A1 tank
appliqué armor kits and the D7G bulldozer Armor Protection Kits.

Production of the Armor Protection Kits clearly illustrates the flexibility and
responsiveness of the DoD organic workforce and facilities. In December 1990, the MC3
at Albany received an urgent request to design and produce 26 Armor Protection Kits for
D7G bulldozers which were located in Saudi Arabia. The tractors were to be used during
the breaching operations of the upcoming ground assault into Kuwait. The request was
made to Albany after it was determined that industry could not produce the kits in less
than 18 months. However, two months after receiving the request, the Albany workforce
had designed, fabricated, packed and shipped the 26 kits to Saudi Arabia. Marines from
the maintenance center accompanied the kits and completed the final installation just
hours before the ground assault commenced. Each of the kits weighed over 9,000 pounds
and consisted of 1,100 individual items. The ballistic armor was procured over the
Christmas holidays, a time when steel mills across the United States were closed.
However, the search was successful and all the known ballistic armor meeting the
required specifications that was available in the US and Canada at the time was obtained
for the project.!!

Organic depot activity was similar in the Air Force. The Air Logistics Centers
(ALCs) accelerated the depot overhaul lines for C-141, F-111, C-130, B-52 and C-5
aircraft, producing over 70 additional planes and providing the equivalent of nearly 1,000
additional flying days.!2 The ALCs at San Antonio and Oklahoma City accelerated
repairs on more than 260 complete engines and more than 550 major engine sections.
The engine work was completed 20 to 60 days faster than in peacetime by working
longer shifts and accelerating parts deliveries. However, perhaps even more important
than the aircraft and engine accomplishments, were the repair of spare parts and
assemblies for War Readiness Spares Kits (WRSKs) and combat systems. During the
initial deployments, units literally lived out of their WRSK kits. The ALCs also
manufactured 2,000 M-1 tank circuit cards when no commercial source could meet the
compressed delivery requirements. Air Force depots deployed specialized teams to
support units and bases, providing enhanced repair capabilities. Depot Combat Logistics
Support Squadrons provided Battle Damage Repair teams who completed repairs on 30
aircraft, including F-15s, F-16s, B-52s, A-10s, and a UH-60.13 Likewise, the Acrospace
Guidance and Metrology Center deployed a mobile calibration laboratory to Saudi Arabia
to support aircraft guidance system repair as well as repairs on other precision guided
weapons such as the Patriot missile.

DEPOT MAINTENANCE IMPLICATIONS

A primary lesson to be learned from the Gulf War is that both industry and the
DoD organic depots played essential and necessary roles. In fact, they both performed as

Testimony by Col. R.C. Plunkett before HASC subcommittee on Readiness concerning Depot
Maintenance Consolidation, 12 May 1993.

12Air Force White Paper, Air Force Performance in Desert Storm, April 1991.

13Air Force White Paper, Air Force Performance in Desert Storm, April 1991.

2-15




Draft DM Study Report 07/29/93 01:07 PM

envisioned and as they had performed in previous wars. Industry provided the materials
for war and the technical expertise to help support the complex weapons systems. The
depots surged to meet an ever increasing number of demands and competing priorities.
However, because they had been tailored to meet the demands of their respective
services, they possessed the requisite skills necessary to respond and the flexibility to
bridge the gap when industry could not meet requirements. Although fast paced and
hectic during both preparation and execution, the demands placed on industry and the
depots by the Gulf War were greatly tempered by our existing war reserves and the
inherent reliability of the equipment. Regardless, the conflict clearly illustrated the
importance of both elements of our industrial base. ‘

FUTURE SCENARIOS

The Gulf War provided an enduring example of the type of conflict in which U.S
armed forces will be engaged as the new world order evolves. During the Cold War era,
military planners prepared for a global conflict with massive, long-term engagement of
forces. Since the demise of the Warsaw Pact, planners have refocused on different,
challenging scenarios concentrated in a single region. These scenarios have U.S. forces
in combat primarily to repulse land forces which:

e Are equipped with modern armaments (including chemical, biological, and,
sometimes, nuclear weapons)

g ) o Are supported by modem air forces and littoral navies (including submarines)

o Invadc or de-stabilize countries in which the U.S. has a national interest or treaty
obligation.

Other scenarios which lead to force engagement are occurring regularly as the
U.S. asserts world leadership in peacekeeping and humanitarian operations, such as in
%" Bosnia-Hercegovina and Somalia.

The current ‘worst case' combat scenario is called ‘Concurrent-Sequential’. The
world situation envisioned starts with U.S. troops responding in large numbers to a Major
Regional Contingency (MRC) to repulse invaders attacking the territory of an ally in
which the U.S. has a national interest. The air, land and sea power of the invaders
requires a joint task force to counter. This deployment is ongoing when, within weeks,
another MRC requires U.S. troops to come to the aid of a different ally, also under attack
by a well-equipped aggressor. Both MRCs would be relatively short-lived (several
months), intense conflicts which would occur with only brief notice. U.S. involvement
would begin with little or no time to increase readiness above peacetime levels. The
objective would be to force the withdrawal of the invaders back to their own territory and
the stabilization of the area.

As seen during the Desert Shield/Desert Storm surge, depot level contributions
during MRCs would include:
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o Expedited repair of essential systems and components;
» Modification of specialized equipment for the specific combat environment, and,
¢ Deployment of field support and battle-damage repair teams to forward areas.

Large-scale industrial mobilization and the rapid repair of large quantities of
battle-damaged equipment at the depots is not included in this scenario. After the
conclusion of hostilities, depot workloads would remain above 'normal’ peacetime levels
to restore returning equipment to peacetime readiness and catch up on deferred
maintenance of equipment required for combat.

As the Gulf War demonstrated, the current inventory of depots was not
substantially challenged by a regional conflict with long lead time, and a smaller
inventory with supporting contractors could be planned for greater peacetime efficiency
with sufficient flexibility to cover the requirements of future scenarios. Two levels of
effort, peacetime single shift and contingency maximum output, should be considered in
determining the organic capacity required to support future scenarios and their
subsequent reconstitution. Unutilized capacity in a responsive private sector is not so
readily identifiable, but exists in modem, competitive facilities. This may be brought to
bear on Service requirements directly or through subcontractor support of organic depot
requirements using flexible, reasonable cost contracts and expedited delivery schedules
for critical items already under contract.

Having observed the relative ease with which most depots met the challenge of
the Gulf War, a large amount of excess organic capacity may be unnecessary given the
short-fused, relatively brief nature of the future scenarios. It is incumbent, however, on
decision makers to remember that one of the certainties of war, possibly the only
certainty, is that the fight will not evolve the way it was planned. As discussed earlier,
during the Gulf War, some depots which were expected to repair and retum major end
items during global conflicts found themselves fully engaged in expediting repair of just
specific components which were failing much faster than the predicted rate due to the
regional environment. Just as it is important to identify and eliminate excess depot
capacity and unnecessary redundant capabilities, it remains critical to provide a flexible,
assured organic depot maintepance infrastructure, supplemented by a viable, vital
contractor base, to back up U.S. forces with the widest range of industrial competence at
their moment of greatest need — in combat.
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CHAPTER 3
DEPOT MAINTENANCE CORE

This chapter addresses the issue of depot maintenance CORE. It reviews the
evolution of the definition of CORE, describes current Service practices, revalidates the
justification for CORE depot maintenance, proposes an algorithm for sizing CORE, and
describes how CORE fits into the other segments that make up the depot maintenance
industrial base.

LEGAL AND HISTORICAL FACTORS

BASIS IN LAW

The legislative origins of CORE, beginning in 1985, are based in public law
(Section 2464, Title 10, U.S.C.) which states " ... it is essential for the national defense
that Department of Defense activities maintain a logistics capability (including personnel,
equipment, and facilities) to ensure a ready and controlled source of technical
competence and resources necessary to ensure effective and timely response to a
mobilization, national defense contingency situations, and other emergency
requirements.” Appendix B provides an overview of significant legislation affecting not
only CORE but also all DoD depot maintenance operations. As a result of the legislation,
CORE was expressed as a list of functions and the installations or depots at which they
were accomplished. At that time there was no specific quantification of exactly how
much CORE depot workload was necessary to maintain a CORE capability.

HISTORICAL DEFINITION AND APPLICATION

From the mid 1980s until early 1990 the Joint Logistics Commanders did
develop a portrayal of peacetime workload, and a projection of surge/mobilization
requirements in a document called the Program Objectives Summary (POS). The POS
served as a macro-level master planning document for the depot maintenance community
and was used to justify capabilities and capacitics necessary to support anticipated
wartime requirements. The POS mobilization scenario was based on a protracted all out
conventional war in Europe with the Warsaw Pact.

With the "Fall of the Wall", the all out war scenario is no longer a basis for
planning and a period of geopolitical and fiscal retrenching began. The Services were
asked to recompute their force structure requirements, and, at the same time, to reassess
their need for large organic support infrastructures.” Several draft Defense Management
Report Decisions (DMRDs) were published in late 1989 which sought to guide the
Services' depot downsizing. In June, 1990, the Deputy Secretary of Defense issued a
Memorandum entitled "Strengthening Depot Maintenance Activities.” This
Memorandum and subsequent DMRDs forced DoD depot planners to consider economy
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and efficiency to a much greater degree than had been the case in the past. The focus
changed from mobilization planning to business practices.

In moving into a "business operating” environment, the Services continued to
express concemn that not all depot maintenance functions performed are necessarily based
on least cost, i.e., CORE functions are based on military necessity. It was pointed out
that there was a part of the business base that was justified as CORE (Title 10, U.S.C.).
As a result, OSD developed the following definition of CORE:

CORE is an integral part of a depot maintenance skill and
resource base which shall be maintained within depot activities to meet
contingency requirements. It will comprise only a minimum level of
mission essential capability either under the control of an assigned or
jointly determined DoD Component where economic and strategic
considerations warrant.

This definition of CORE was then applied by each Service to its respective
resource base to quantify its CORE depot maintenance workload. Although the specific
methodologies differed, Services identified by weapon system the amount of organic
"CORE workload” needed to retain the necessary CORE skill and resource base. The
results of these computations by the Services using their individual methodologies varied
widely ranging from about 25% to about 60% of current total peacetime workload. A
summary of the DMRD-era approaches and practices used by each Service to determine
CORE is at Appendix C.

CONGRESSIONAL INITIATIVE - 60 PERCENT ORGANIC

As discussed in Appendix B, Congress passed legislation in 1991 that had the
effect of establishing a new, de facto definition of CORE. Section 314(a) of the National
Defense Authorization Act for FY92 and FY93 required that "...not less than 60% of the
funds available for each fiscal year for depot level maintenance of Army and Air Force
materiel shall be used for performance of such depot level maintenance by employees of
the Department of Defense.” In 1993, Title 10 of U.S.C. was amended to further expand
this restriction to include the Navy, and required that the Military Departments may not
contract performance by non-Federal government personnel of more than 40% of the
depot level workload.

CURRENT CORE DEFINITION

In August of 1992 OSD published DoDD 4151.18, "Maintenance of Military
Materiel”. It further revised the previous definition of CORE as follows:

CORE Maintenance. An integral part of a depot maintenance
skill and resource base that shall be maintained within depot activities to
meet contingency requirements. CORE will comprise only a minimum
level of mission-essential capability and must be under the control of an
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assigned individual DoD Component or may be a consolidated capability
under the control of an assigned or jointly determined DoD Component
where economic and strategic considerations warrant.

THE NEED FOR A JOINT-SERVICE CORE CONCEPT

BACKGROUND

In anticipation of the task of examining alternative management structures for
administering the DoD depot maintenance system, the Study Group determined that the
confusion surrounding “CORE depot capability” needed to be eliminated. As noted
above, even though guidance was available in the form of "official” definitions, DoD
Instructions and Public Law, each Service still conceptualized and quantified CORE
differently to meet its own requirements. Each also reacted quite differently when
presented with proposals that would increase or decrease Service control over CORE
workload. Additionally, private industry, with a strong parochial interest in the business
opportunities associated with non-CORE work, began pressuring the Services for an
unambiguous answer to the question "What is CORE?" This confusion, and the impasse
it created, was blocking debate on the more substantive management reform issues which
needed attention.

To move beyond the impasse, an effort was undertaken by the Study Team to
search beneath current CORE strategies for the common denominator(s) shared by all of
the Services. It was expected that when this “lowest common denominator” justification
for CORE was understood and accepted, the Services could define and manage CORE
using the same assumptions and rules, leading for the first time to a joint-Service strategy
for both CORE and non-CORE workload distribution.

THE NEED FOR ORGANIC MAINTENANCE DEPOTS

Before proceeding with the subject of CORE, two even more fundamental
questions need to be put to rest. In spite of precedent dating back to the last century (in
the case of our Shipyards), these questions continue to be asked, mainly by private sector
business interests: :

e "Why is it necessary to have organic maintenance depots?”
e "Are there functions and activities that organic depots provide, that the private
sector can't satisfy?"

The primary purpose for maintaining organic depot maintenance capability is the
need to minimize operational risk by means of a ready and controlled source of technical
competence and resources. Organic depots provide a collection of response capabilities
not normally available from the private sector. These include the ability to:

¢ Rapidly increase output and change priorities without contractual encumbrances.
¢ Rapidly dispatch field teams for crash/battle damage repair and in-theater repair.
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o Ensure life cycle support when manufacturers go out of business or change
product lines.

o Provide a guaranteed source of repair when the private sector has no interest in
the work.

e Ensure that the government has reasonable cost alternatives based on “"smart
buyer" knowledge and/or a second option to a sole source situation.

RIS

One absolute in a combat contingency situation is the tremendous uncertainty of
industrial support requirements. While both organic maintenance depots and private
sector facilities have the capability to deal with these uncertainties, only the organic
depots are unconstrained by the requirement to turn a profit. In spite of a gratifying level
of teamwork and partnership, Government and industry are obligated under current
Federal Acquisition Regulations to maintain an arm's leagth business relationship.
Without legally binding agreements (contracts) and financial incentives, DoD cannot
place emergency demands on the private sector and expect immediate results.

Private industry responds to clearly defined and predictable requirements. It is
difficult to write (and.even harder to figure out how much to pay for) a contract to cover
undetermined needs which can materialize at any time and require an unspecified nature
and level of effort. Any disruption or constructive change to contractual agreements
invites potentially contentious legal review. Even when the principals are in full
agreement, contractual terms constrain and complicate DoD's flexibility. Industry's
primary concem is profit (as it should be), and contractors have every right to pick and
choose the work they wish to perform. Stockholders expect commercial firms to take
advantage of changed priorities or redirected effort as opportunities to increase profits.

g Organic depots, on the other hand, may not refuse to support emergency

- contingency needs or demand extra money for delay and disruption. They provide a
flexible and rapid response capability, are insulated from market pressures, have
deployable capabilities, and are under the direct control of the Military.

SERVICES SEEK TO MINIMIZE RISK AND CONTROL COST

Having established a sound, public policy basis for some level of organic
industrial support, initial efforts to find a common CORE strategy centered on the
following questions:

Is there an organic depot industrial CORE reguirement that exists completely
independent of the management process by which a public or private activity is
normally selected to perform depot work?

Or, put another way,

Should work be assigned to an organic_depot just because it is “CORE”,
without regard to any other consideration?

The answer to these questions is “no”. As discussed below, all workload is
actually assigned based on how the Services choose to satisfy two basic responsibilities:
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¢ Avoid the risk that mission essential weapons won't be ready for combat, or, if
employed, can’t be sustained in combat because of ineffective depot support.

o Control the cost of depot industrial products and services.

Risk avoidance and cost control are perhaps the most fundamental DoD
management responsibilities. The organization and maintenance of a standing military
are inherent Government functions which carry with them the responsibility to provide
operating forces with the quantity and quality of weapon systems, training, and support
needed to minimize the risk of defeat in combat. In providing these weapons and
supporting them in the field, the Services additionally have an obligation to carefully
control the way they spend the taxpayers' money.

RISK AND COST TRADE-OFF DECISIONS

Risk avoidance and cost control drive CORE. In the context of depot industrial
support to the operating forces, "risk” has three components. Two of these components
have a direct impact. They are: the risk the absence of timely depot capability will
compromise operational readiness (creating a “readiness CORE™ requirement) and the
risk that a lack of adequate depot capability will inhibit committed force support (creating
a “sustainability CORE” requirement).

¢ Readiness CORE includes the depot-level competencies and capabilities which
exist to ensure that mission essential weapon systems can be kept in a high state
of operational readiness during peacetime training exercises. Maintenance which
supports readiness is accomplished at organizational, intermediate and depot
levels (Figure 3-3). Readiness CORE at the depot level typically involves the
capacity to perform scheduled industrial maintenance actions such as overhaul,
calibration and component rework as well as unscheduled depot level repair
actions. Readiness CORE is essentially equivalent to the depot capabilities
needed to provide normal peacetime support for mission critical weapon systems
and equipment.

£ e Sustainability CORE describes the depot-level competencies and capabilities
; which exist to ensure that mission essential weapon systems can be supported
during contingency operations and quickly repaired if damaged through accident
or hostile enemy action. The depot capabilities needed to sustain combat are
built upon peacetime readiness CORE.  Maintenance which supports
sustainability is also accomplished at all three maintenance levels (Figure 3-3).
Depot-level sustainability CORE competencies and resources typically include
those required to perform unscheduled maintenance actions which are beyond the
capability or capacity of intermediate maintenance activities (e.g., crash/battle
damage repair, emergency high volume repair of mission essential componeats
(surge) and emergency manufacture of critically needed repair parts).
Sustainability CORE also includes the capability and capacity to provide
emergency on-site depot engineering and maintenance field teams.

The third, indirect, component of “operational risk” involves the risk associated
with the absence of technological knowledge and awareness. Modern weapon systems
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are extraordinarily complex and the Services cannot afford to be without an organic
capability to understand, master and support current technology. Much of this organic
: support is provided by depot in-service engineers and technicians, and includes (but is not
' limited to):

o Evaluating weapon system failure modes and effects to predict safety hazards,
readiness degraders and unanticipated support problems (and support costs).

e Monitoring the effectiveness of in-service logistics programs, using statistical
measurements to detect adverse trends so that problems can be corrected before
readiness or safety are compromised.

v e -

-y

» Closing the loop between the users of current-generation weapon systems and the
designers of next-generation systems; “lessons learned” which are captured,
compiled, and made available to the R&D laboratories can result in significantly
improved reliability and maintainability (and reduced support costs) in the future.

RE R R T

: ¢ Reverse engineering problem hardware or software so that fault isolation and
repair procedures can be prepared even if the original manufacturer is no longer
3 in business or has lost interest in his product.

' » Providing the Services with the skills and experience needed to fully understand
{ the engineering and technical nuances of the marketplace in order to be a “smart
buyer” of commercial depot industrial products and services.

When deciding how best to support an end item or Depot Level Repairable, the
Services must consider the readiness risk, sustainability risk and technology risk of each
proposed depot support decision. This is particularly important if the supported item is a
mission essential weapon likely to be required under one of the current combat
contingency scenarios.

3
3
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In the area of capability, experience has shown that private sector firms tend to
confine capability to current workloads and have limited flexibility to respond to
unanticipated or emergency requirements. Major prime contractors almost always rely
on large networks of subcontractors, each of whom, usually, has a very restricted
capability. Organic depots, on the other hand, have the capability to do many thousands
of different jobs because of the way they are organized and managed. In the area of cost,
experience has shown that the recurring cost of products or services provided by a
directed “sole source™ supplier (either organic or commercial) is typically higher than the
cost of the same products or services provided under a competitively awarded contract.
In order to meet their mandate to minimize risk and control cost, the Services routinely
and constantly make trade-off decisions between organically provided support and
commercially provided support, and between directed support and competed support in
order to achieve the lowest possible risk at a reasonable cost.

This effort is seldom straightforward of:course; complicating factors may
include:

o the existence of non-recurring costs (e.g., the cost of running a competition to
identify the least cost supplier),

K o
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e the fact that there is not necessarily a linear relationship between the cost of
depot industrial products or services,

o the risk of unresponsiveness, unsatisfactory performance, or disrupted support.

THE RESULT OF TRADE-OFF DECISIONS

Notwithstanding these complications, decisions must be made. Depending on the
Service, the geopolitical threat environment and the operational commander’s
professional judgment, the potential adverse military consequence of poor depot
performance in one area may require that the support be provided by a low risk supplier.
Another product or support service may be less urgent to the customer and “qualify” for a
higher risk source of supply. Organic CORE requirements arise as the result of risk
avoidance and cost control trade-off decisions made by the Services. Each Service
must prioritize the military urgency of all of its hardware (and software), determine the
essential competencies and capabilities needed to maintain and sustain that hardware, and
then strive to minimize the combat commander’s risk by directing workload which
sustains the most important (CORE) capabilities to the organic base. Once in the organic
facility, depot-level support efforts thus assigned can properly be called “CORE”
workload as depicted in Figure 3-1.

Directed

Commetc_hl
Private/Private ‘“’“;":

Competition

Public/Private

Competition __+

Minimum : Organic
Depot . N Industrial
Core N Base

Figure 3-1. CORE Workload Results from Risk and Cost Trade-ofIs
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USING COMPETITION TO CONTROL COST

In addition to making direct trade-offs between higher risk and lower risk support
solutions (which often have lower and higher costs, respectively...), the Services can also
exert a powerful indirect influence on depot support costs. All depot industrial support is
subject to cost control -- support assigned to a specific facility for the express purpose of
minimizing potential operational risk, as well as support assigned without regard (or with
reduced regard) to combat risk avoidance. Once the appropriate or acceptable level of
risk has been determined, competition among the suppliers in that risk category can be -
undertaken in an effort to further control cost. ’

Competition for depot workload is a controversial subject. There are diverse
opinions regarding appropriate competition candidates, regarding appropriate competition
quantities, and regarding appropriate competitors for military industrial workload. The
critical issue is the fact that competition works to control depot cost. Therefore, some
level of organic depot participation in the competitive process is appropriate and
desirable.

Public sector participation in the workload competition process has several -
forms. One form is depot competition for “above CORE threshold” quantities of the
weapon system (or systems) currently supported at the activity as an operational- risk-
avoidance responsibility. The Services have the discretion to compete this “above CORE
threshold” workload to control costs. If competed commercially (private/private), it is
likely that the recurring unit price paid for the above CORE support would be lower than
the directed organic unit price, particularly if there are large volume variances. On the
other hand, if the above CORE work was competed public/private, and if the organic
facility won, then it is possible that the recurring unit price of the entire effort (CORE
plus non-CORE) would be reduced. Other possible competition scenarios are discussed
below. The point is that the organic depots can be a powerful tool for controlling the cost
of depot support if they retain enough reserve capacity to be a credible competitor for
discretionary (above CORE threshold) workload.

The relationship among the components of organic depot industrial support
workload is shown in Figure 3-2. As can be scen, a significant percentage of the
industrial support typically provided on an emergency or ad hoc basis (crash/battle
damage repair teams, engineering investigation and analysis, preparation of technical
directives, urgent customer service support, etc.) falls within the definition of "risk
reduction”; most of the available workload in these areas is needed to maintain CORE
capabilities. On the other hand, most of the stable and predictable workload (wholesale
component repairs, scheduled weapon system rework, major modification efforts, etc.) far
exceeds the minimum needed to maintain CORE capability in these areas, and is
therefore offered to industry through competition or, in some cases, directed to a private
sector supplier under a sole source contract. The small area labeled "last source”
represents non-CORE support which the organic depots provide because the private
sector is unwilling or unable, for a variety of reasons, to do so.
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Cost Control = - "Economic Leverage™; provides the capability o use Directed
market forces to keep depot support costs down: belps Commercial
- government procurement officials become informed
buyers of depot industrial products and
services.
COMMERCIAL
INDUSTRIAL
Risk Reduction =Readiness, Sustainability and Technology Core: SUPPORT
- “Readiness” provides the capability o detect BASE
- and arrest core weapon system deterioration or
potential failures and support peacetirne training Private/
operations; Private
- “Sustainability” provides the capability to . . Comgpetition

expeditiously support unscheduled coatingency
operations and repair failed or combat damaged
COre weapon systems;
© - *Technology” provides the capability to
understand and support core weapon system
wechnology (failure modes and effects
analyses, reliability and maintainability
analyses, fault detection/fault isolation,
competition technical data package /
preparatiog, €ic.)

Depot . In-Service Customer Wholesale Weapon

Field Engineering Service & Compoocnt System
Teams Utgent Repairs Overhaol/
Repairs (shelf stock) Rework/

Modificas

Mostly Mosty
Unscheduled > Scheduled
Support Support
Actions Actions

Figure 3-2. Notional Depot Industrial Support Workload Distribution

It must be recognized that this line of logic leads to an organic depot that is sized
to have greater capacity than just CORE. ‘Rightsizing” of the organic depot
infrastructure must take into account the requirement for risk reduction (CORE), plus the
requirement to do work that private industry is unwilling or unable to do at a reasonable
cost (last source) and workload that is won by the depots under public/private
competition (cost control). Depots should have as much capacity (some used, some
unused at any given point in time) as can be justified at an affordable cost. Certainly any
facility that is unnecessary should be closed as soon as possible. However in the
remaining facilities, some reserve capacity needs to be protected to permit organic depot
competition, and to provide a conmtingency surge capability, if required. A more
comprehensive discussion of cost and capacity theory is presented in Chapter 4.
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THE ORGANIC INFRASTRUCTURE ALLOWS THE SERVICES TO
MINIMIZE RISKS AND CONTROL COSTS

The organic infrastructure (with its current and reserve capacity) needs to be seen
as a powerful resource available to DoD to make it less risky for the operational
commanders to undertake combat missions, and less expensive, overall, for the Service
Chiefs to meet their combat support responsibilities. The Services must ultimately
defend the number and size of their depots based upon:

o their overall assessment of the risk that unresponsive, unsatisfactory or disrupted
depot industrial support poses to combat success

o the strength of their desire to use the depots as a tool to help control industrial
support costs.

CORE, which is targeted directly to the Joint Chiefs’ combat contingency
scenarios, has two quantifiable components: Operational Readiness CORE (which seeks
to ensure that depot support is never a constraint to operational readiness); and
Sustainabijlity CORE (which seeks to ensure that operational commanders’ ability to
restore equipment to service during combat is never constrained by a lack of depot
support) as illustrated on Figure 3-3. The Technology CORE requirement illustrated on
Figures 3-1 and 3-2 does not lend itself to explicit quantification and, instead, is assumed
to be satisfied if the Readiness and Sustainability CORE requirements of front-line
weapon systems are satisfied.!

Service Chiefs must have the authority to direct selected depot workload to a
Service depot for the express purpose of avoiding the risk of potentially unresponsive
support to the operational commanders. An algorithm for doing this based on the process
shown in Figure 3-3 is presented below.

It is not possible to arbitrarily determine a “fair™ public/private split of the
available depot workload. The problem is too dynamic. As funding levels drop, the
Services may not be able to afford as much risk avoidance as they would like. That
doesn’t mean the desire to do so has diminished, only that the resources to satisfy the
desire are gone. The same logic applies to work assignment decisions made in an effort
to control costs. As threats change, the cost of preparing to respond to the threat will also
change. Post cold war trade-offs and competition decisions made by Service and DoD
industrial planners may not be clear from a private sector business perspective, yet may
represent the best compromise for the taxpayer.

{Readiness can be as important as sustainability. Navy ships and Marine Corps Maritime
Preposition Forces, as examples, require high states of peacetime readiness to support continuous
forward deployment.
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Figure 3-3. Risk Avoidance = Operational Readiness + Combat Sustainability

PROPOSED FRAMEWORK FOR CORE

SIZING DEPOT MAINTENANCE - A PROPOSED ALGORITHM

CORE is an organic base comprised of skilled personnel (with requisite
knowledge and ability), facilities, and equipment - all maintained to ensure that a
minimum technological capability exists to support critical weapons systems and
equipment. Although CORE exists to provide a capability (in reality, of course, many
capabilities), it ultimately manifests itself as workload.

In order to quantify CORE and relate it back to the contingency requirement, it is
necessary to develop a workload sizing algorithm. The most important aspect of this
algorithm is that it is driven by the contingency scenario, rather than any requirement
from the maintenance depot. It is not driven by peacetime workload, however, inevitably
a comparison will be made.

1. A brief explanation of a conceptual depot 'x.naintcnancc CORE sizing algorithm
follows:
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a. Identify the specific types and the quantity of mission essential equipment to
be used in the JCS approved contingency scenario(s).2

b. Determine a workload experience factor per unit based on known usage for
each item of equipment. Make conversions based on applicable failure
factors, op tempo adjustments, and scenario driven environmental/attrition
factors.

¢. Compute scenario depot maintenance workload based on scenario readiness
and sustainability requirements.

d. Determine depot skills required to support scenario requirements expressed in
direct labor hours, man-days, or other appropriate measure.

e. Adjust for depot surge capacity. This provides the conversion necessary to
account for the difference between peacetime and surge production capacity.

f. Calculate basic CORE workload requirement.

g. Apply an efficiency/economy factor to keep the minimum CORE support
effort from being exorbitantly and prohibitively expensive.

h. Determine peacetime CORE requirement.

i. Non-CORE workload is the difference between current or planned total
peacetime workload and peacetime CORE requirements.

2. A hypothetical example of how the algorithm would work follows:

a. Out of a fleet of 2,000 of a given item, 800 are required for support for the
combat contingency scenario.

b. The workload experience factor could be based on peacetime or other known
usage. This usage is then converted into anticipated scenario requirements
through application of failure factors, op tempo, and scenario driven
environmental/attrition factors. Labor hourly requirements are calculated
individually for the end item and each of its major components. The details
would be determined through the individual Service's materiel management
process. The anticipated labor hour requirement for this item in the scenario
is 37.5 direct labor hours per month or 450 hours on an annualized basis.
There is no requirement that usage be uniform throughout the scenario. It was
simplified for illustration in this example.

c. The total labor hour requirement for 800 items is 360,000 direct labor hours:
800 items x 450 hours = 360,000 direct labor hours.

2This is a necessary condition for workload to be within core. It is not a sufficieat
condition. As the KC-10 aircraft illustrates, depot maintenance may be supported by contract
where high commonality with noa-military equipment or other, similar, risk-mitigating cooditions
exist.
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. The breakout of skills based on labor hours for this contingency requirement

is: 200,000 direct labor hours for gas turbine engines (GTE), 80,000 for hull
mechanical, and 80,000 for electronics. The skills breakout is derived from a
determination of skills required for each item in the workload. Actual skills
required would be refined to a much greater detail than illustrated here. It
may even be necessary to identify specific job series and/or grades.

e. The workload adjustment for surge capacity used by the Service is 160% (1.6).

f. The basic CORE calculation is as follows: 200,000/1.6 = 125,000 for GTE;

80,000/1.6 = 50,000 for hull; and 80,000/1.6 = 50,000 for electronics.

. No adjustment is necessary for efficiency/economy in this specific case

because when this workioad is combined with other CORE workload in the
above three competencies (GTE, hull, electronics), sufficient workload is
available to operate the facility economically in all three skill areas.

. The determined peacetime CORE. requirements for this item would be:

125,000 for GTE; 50,000 for hull; and 50,000 for electronics.

i. The existing peacetime workload in this example is 500,000 direct labor hours

(200,000 for GTE; 200,000 for hull; and 100,000 for electronics). The noan-
CORE workload is determined as follows and may be assigned to a source of
repair on a basis other than the CORE computation:

Table 3-1. CORFJNon-CORE Workload Example (Direct Labor Hours)

ftem: GTE Hull Electronics Total

Total Peacetime W/L 200,000 200,000 100,000 500,00
Minus CORE WAL -125,000 -50,000 -50,000 -225,000
Non-CORE WL 75,000 150,000 50,000 275,000

As noted previously, the capacity determined as the result of the CORE algorithm
computation is not the total capacity required. Capacity is also needed to handle "last
source” repair requirements, cost control (competed workload), and rationally justified

reserve capacity.

It is also recognized that the detailed computation of CORE in peacetime will not
perfectly anticipate contingency requirements if and when combat actually begins. There
is too much uncertainty to be accurate. It is hoped that, in the aggregate, the pluses and
minuses will balance out. Hence, the overall computation of CORE will be a reasonable
statement of workload needed to establish and mamtam contingency-driven weapon

system support capabilities.
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 OPERATIONAL IMPLEMENTATION OF CORE

The quantification of depot maintenance CORE workload requirements allows
identification of the necessary composition of skilled personnel (with requisite knowiedge
and ability), equipment, and facilities to support the specified scenario. Though the
CORE calculation process begins with all mission essential weapon systems and
equipment, the amount of support that results does not include all equipment and depot
level reparables (DLRs). The amount of CORE is limited to supporting readiness and
sustainability of that fraction of the total fleet used in the contingency scenario. The
range of items in the CORE is also limited to those that are chosen to support necessary
skills and competencies for the required commodities and technologies. The resulting
CORE calculation will vary by Service based on differing roles in the approved
contingency. Also, the CORE calculation for each area of competency will vary based on
the differing characteristics of commodities (e.g., small CORE share relative to peacetime
workload for airframes, large share for engines). We continue to stress that CORE
provides a capability to support, rather than actual support for the complete range of
mission essential equipment. The focus is primarily on high density equipment and
DLRs. Though CORE support may not be least cost, it will be for a reasonable cost and
will provide a militarily significant productive output.

. Since the CORE workload in support of a skill or competency will be calculated
as the sum of all mission essential items requiring that skill or competency, the Services
have great discretion in deciding which weapon systems are retained in the organic base.
It is not necessary that specific contingency weapon systems workload be retained, but
rather that a capability relevant to that weapon system be preserved. One decision that
might be made is to contract out all of one system and keep all of another, very similar,
system in house. CORE is the capability to support, not the actual maintenance of
specific weapon systems.

NON-CORE DEPOT MAINTENANCE

MANAGING NON-CORE WORKLOAD

Depot industrial workload that is not expressly assigned to reduce Service risk
can be managed independently or jointly by the Services. This non-CORE work can be
directed to an appropriate private sector company, be made available to commercial
companies through private/private competition, or be made available for public/private
competition. DoD recognizes the importance of the private sector industrial base and
realizes that depot maintenance workload may in some situations contribute to the
viability of a commercial industrial base capability. Therefore, policies that support the
use of non-CORE depot maintenance workload to support the commercial industrial base
are in the best interest of DoD. .

We have described CORE depot maintenance as that organic depot capability and
capacity necessary to avoid the risks of unresponsive industrial support. Once the CORE
base is established, it is necessary to characterize the remaining building blocks that make
up the industrial support base. Non-CORE workload includes mission essential
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equipment sole sourced to private industry, mission essential equipment above the
minimum CORE level, and non-mission essential equipmeat.

Why is there mission essential equipment that is not in the depot maintenance
CORE?

o First, since CORE is minimum capacity and not items of equipment, once CORE
capacity is supported, the balance of the workload does not necessarily require
organic support.

o Second, there are items for which the forces of the commercial market place
assure low risk, cost-effective life cycle support. Items in this category would
typically include commercial off-the-shelf products where DoD would not be the
predominant customer.

e Third, assignment of selected workloads to private industry that sustain the
required commercial skills is necessary to support the long-term viability of an
industrial sector.

o Fourth, there are special considerations such as fast changing technology or the
item is of such a low density and high cost that establishing organic capability is
simply too expensive.

The following paragraphs discuss the non-CORE portion of depot maintenance.

SOLE SOURCE TO THE PRIVATE SECTOR

A significant portion of commercial depot workload is assigned to the private
sector on a sole source basis. The justification for these assignments is usually that the
contractor is the only feasible source, there is a significant cost advantage, or it is
necessary for protecting an industrial base capability. Interim contractor support of new
equipment until the design stabilizes and organic capability is developed accounts for the
major share of this category. Other reasons include proprietary data, fast changing
technology, and low density/high cost to establish organic capability.

PRIVATE-PRIVATE COMPETITION

Private sector competition affords significant opportunities to minimize costs.
Fundamental to conducting private sector competition is Government ownership of an
adequate technical data package and the existence of multiple reliable sources in the
market place. Workload volume and potential savings must warrant a competition. Both
workload and funding must be predictable. Mission esseatial equipment and non-mission
essential equipment may be candidates for private sector competition. Private sector
competition of mission essential equipment, however, would be for either above CORE
work or for items where an acceptable level of risk is assured.
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PUBLIC-PRIVATE COMPETITION

Competition between the public and private sector is especially beneficial in two
circumstances. First, when there are very limited qualified sources in the private sector
(for example, just one), public-private competition may yield significant cost savings.
Second, it serves as a tool to periodically discipline cost effectiveness and efficiency in
both contractor and organic depots. As with private-private competition, adequate
technical data is essential and workload and funding must be stable. Also, items
competed would include both mission essential and non-mission essential equipment.

LAST SOURCE OF REPAIR

The life cycle for weapon systems and equipment may span more than 20 years.
At some point the private sector may no longer be interested in support of a weapons
system. The item may be old, it may no longer fit in the original equipment
manufacturers (OEM) business base, the work may be low volume/low value, or lack of
interest may prompt the private sector to quote an exorbitant cost. Also, throughout an
extended life cycle, OEMs may go out of business or may change product lines. The net
result is that the organic depot becomes the last source of repair even though the
workload may not be part of CORE.

MODIFICATIONS AND UPGRADES

By definition, modifications and upgrades are not depot maintenance CORE.
The Government has traditionally obtained development and manufacture of kits for
modifications and upgrades from the private sector. However, installation of kits has
been done both by both public and private facilities. Under this proposed CORE concept,
kit and upgrade installations should normally be a function of the private sector
(preferably awarded through competition). Organic depots should install modification
kits and upgrades only when there is not adequate workload to sustain a required CORE
capability or when such work can be done concurrently (and most efficiently) with
CORE workload.

WORKLOAD DISTRIBUTION

In the process of managing both risks and cost, operational commanders
influence the distribution of workload to the various depot maintenance support
categories. Figure 34 outlines a notional risk trade-off framework. Although this
distribution is not always least cost, the workload allocation process allows the
operational commanders to acquire the best value consistent with their determination of
acceptable risk. In other words, the resulting depot maintenance categories are a
continuum of operational risk and cost management. It should be emphasized that the
private sector has an opportunity to accomplish all workload "on the table™ except CORE
depot maintenance. The private sector may not win all public-private competitions, but
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the workload will only go to a public depot based on best value. The private sector could
have "last source of repair” workload if there was any viable source in the market place.
Based on this strategy, private companies will now know what the organic depot
maintenance CORE consists of and what workload will either be directed to the
commercial base or made available through competition.
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Figure 3-4. Public and Private Workload Distribution

SUMMARY

This chapter of the report began by reviewing the basis for CORE, its current
definition, and existing Service practices for quantifying CORE. The most important
results were:

¢ The existing definition of CORE was validated.

¢ The need for CORE capability was also validated based on an examination of the
requirements of operational commanders to avoid the risks of unresponsive
industrial support.

e An algorithm was proposed in order to connect the determination of depot
maintenance CORE capability and capacity to the required readiness and
sustainability of mission essential items used in the contingency scenario.

Additionally, the relationship of CORE workload to non-CORE workload was

discussed along with the role of competition in controlling costs in both the public and
private sectors.
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CHAPTER 4
INDUSTRIAL BASE CONSIDERATIONS

OVERVIEW

Chapter | introduced the potential depot maintenance issues that needed to be

addressed as a precursor to considering management alternatives. In Chapters 2 and 3,
this study has: :

Shown that there has been substantial reduction in depot capacity, consistent with
reduction in force structure, budget and key indicators,

Revalidated the concept of CORE capability and provided an algorithm for
Service application,

Concluded that interservicing remains minimal.

Not yet addressed are key questions such as methods for reducing unnecessary

duplication, especially across Service boundaries; the potential for transferring additional
workload to the private sector; stability of the industrial base as influenced by depot
maintenance; and the appropriate degree and form of depot maintenance centralization.
In order to approach these questions, this chapter will:

First review relevant trends in commercial practice, particularly those regarding
centralization

With this background, review the status of tools and metrics with which to
resolve questions such as which workloads should be consolidated and how much
capacity should be retained

Examine the role of competition since this is a principal depot maintenance
initiative for affecting savings

As an extension of the competition discussion, discuss privatization of
Government depots

Then consider the broader question of stability of the private segment of the
industrial base.
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RELEVANT TRENDS IN COMMERCIAL PRACTICE

ECONOMIES OF SCALE-CENTRALIZATION

Since June of 1990, when the Deputy Secretary of Defense directed the DoD
components to undertake a plan of action to strengthen (i.c., increase efficiency and
reduce costs of) depot maintenance activities, the Services established the Defense Depot
Maintenance Council (DDMC), launched various workload and commeodity studies,
improved business planning, and took various other streamlining steps. As indicated in
Chapter 1, among the hoped-for changes which has not yet occurred is a marked increase
in interservicing (i.e., centralization) of depot work. In 1991, the amount of savings
generated through interservicing was negligible (approximately $100,000). In 1993, the
amount is projected to be $23.1M, approximately 3% of joint Service depot maintenance
savings from all initiatives.

Traditionally grounded in expectations of economy of scale, centralization has
become a cornerstone of efforts to shed excess depot capacity. The fundamental idea is
to move workload from one depot to another, both intra- and inter-service, and then close
unused facilities. In light of the perceived limited success of interservicing, and very real
difficulties getting any Service to agree to close its depot and depend on another Service
for depot maintenance, the concept of centralization has expanded to encompass control
of depot maintenance, not just the physical performance of maintenance.

The Study Team was aware that the last decade has seen a sea change in
management practice and thought regarding centralization. Once considered nearly a
panacea by industry it is no longer so--in fact, the 1980s saw a marked trend toward
decentralization, flatter organizations, and emphasis on small, self-governing teams in
order to promote responsiveness to rapidly changing customer needs. Although military
requirements and organizations are not strictly comparable to commercial enterprises, it
was important to glean what is relevant from this trend as one step in avoiding breaking
something that was working while fixing something perceived to be broken.

Two recent RAND Issue Papers review recent industry and Government
experience with centralization and consolidation.! Although both papers address broader
perspectives than depot maintenance, they are relevant to the current study. Brauner and
Gebman define four forms of consolidation: activity, material, management, and control.
Activity consolidation, perhaps more commonly thought of as mass production, is the
traditional generator of economies of scale. Material consolidation attempts to achieve
savings by dealing with large batches (of orders, of materials, etc.). Management
consolidation assumes that one large management organization is more cfficient than
several small ones. Control consolidation centralizes key decisions about resources and
how processes operate.

1George Donobue, Mark Lorell, Giles Smith, and Wayne Walker, "DoD Ceatralization: An Old
Solution for a New Era?", April 1993; Marygail K. Brauner and Jean R. Gebman, "Is
Consolidation Being Overemphasized for Military Logistics?", March 1993.
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CENTRALIZATION DOES NOT ALWAYS INCREASE EFFICIENCY

Particularly important to the present study are lessons regarding activity,
management, and control centralization. Although it is probably undisputed that each
form of centralization can bring increased efficiency, there are circumstances under
which it will not and, certainly, there is an opportunity for unintended perverse results.
Some of the important limitations and considerations which have appeared in practice are
as described below. -

Incentives and Responsiveness.

e As size of hierarchy increases, the sense of identity between the center and
working level is disrupted. Information flow back and forth is slowed.
Incentives are impaired.

o As the number of layers of management increases, working level understanding
of process improvements has increased difficulty reaching the center.

¢ As functional decision making is centralized, formal and informal horizontal ties
to the customer are weakened—-the "center” talks to the customer’s "center” rather
than production level to end-user.

e In an environment of uncertain demands, decentralization of authority, through
encouragement of entrepreneurial practice, is better able to respond quickly.

Command and Control Costs. An increase in the number of complementary
specialized workers to be coordinated requires an increase in the size of hierarchy. As
hierarchy increases, coordination is more difficult and cost of management increases
disproportionately.

Transportation Costs (affects primarily activity centralization). With
consolidation of activities at one location transportation costs can become large relative
to economies of scale.

DISECONOMIES OF SCALE

These considerations are not novel with the RAND issue papers. Much the same
points (especially as concems diseconomies rather than economies of scale with
centralization) are made by Peters and Waterman in In Search of Excellence,? and by
Peters and Austin in A Passion for Excellence® as well as by many others.* The two
Peters’ books are known for two other themes that are relevant to this study. They are:

2Thomas J. Peters and Robert H. Waterman, Jr., In Search of Excellence: Lessons from
America's Best Run Companies, New York: Wamer Books, 1982. In fact, one need look no
farther than Peters and Waterman's eight basic principles.

3Tom Peters and Nancy Austin, A Passion for Excellence: The Leadership Difference, New
York: Warner Books, 1985.
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e A shift by "successful” companies to organizational learning, as opposed to
control, as the most important cultural value--as a basis for continuous
improvement and innovation in order to adapt to a rapidly changing environment.
This is a substantive shift in emphasis since the idea of control has been arguably
central to management since at least the time of Taylor.> Basically, Peters and
his co-authors conclude that an overemphasis on control has proved to be
dysfunctional in the face of rapid change because of inherent conservatism and
unavoidable myopia of the "rational” analysis underlying centralized decisions.
What has worked better is decentralization, accompanied by wide access
(including at the shop floor level) to financial, productivity, and other
comparative data.

¢ Intentional internal redundancy, especially as a means to promote more rapid
(i.e., parallel) learning and innovation. As in the case of all redundancy, this is a
risk mitigation method--guarding against single-point failure.

Taken as a whole, these trends suggest a caution light for centralization and
consolidation--whether it be in the form of activity, management, or control. The Study
Team had this caution in mind in framing the alternatives presented in Chapter 5. It is
evident in the thresholds, only above which a central authority would get involved. In the
final analysis, however, the management alternatives differ markedly in the degree to
which they centralize management and control. This was intentional to provide a fairly
wide range of choices from which to find a balance between the real need for a better
(i.e., centralized) cross-service mechanism and the acknowledged dysfunction that
centralization also brings.

CAPACITY AND WORKLOAD CONSOLIDATION: NEED FOR NEW
CONCEPTS, METHODS, AND METRICS

Even after the effects of BRAC 93 are taken into account, the DoD depot
infrastructure is likely to be larger than needed to maintain organic industrial base
capabilities. Continued cuts in force structure will assuredly increase pressure on the
depots to downsize. Furthermore, if a larger proportion of the available workload is
performed by industry in the future (for example, through successful public/private
competition), these pressures will be even greater. Thus, even though trends in the
commercial world dictate consolidating with caution, the requirement to decide if, where,
and when to consolidate workload and reduce capacity has been and will continue to be a
central concern for depot management. Unfortunately, depot managers trying to deal
with consolidation are ill-served by current concepts, methods, and metrics.

4Examples arc Benjamin Barber, Strong Democracy, Berkely: University of California Press,
1984; Albert O, Hirshman, Exit, Voice, and Loyalty, Cambridge, Mass., Harvard University Press,
1970; Robert N. Bella, ct. al., The Good Society, New York, Alfred A. Knopf, [991.

5Garcth Morgan, Images of Organization, Newbury Park: Sage Publications, 1986, p. 283.
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THE CONCEPT OF EXCESS CAPACITY

Conventional wisdom translates a difference between workload and capacity
directly into excess costs. But is this really the case? Is "excess” depot capacity a
significant burden on the defense budget? Or is the cost of excess capacity less of an
issue than has been supposed--is it even well understood?

s Generally lost in the excess-capacity-is-expensive perception is an appreciation
of the fact that the majority of depot costs are unrelated to capacity, per-se, but
reflect the level of support provided to (and paid for) by the depots’ customers.
The depots do not have an operating budget of their own; almost all of their
funds come from customer accounts deposited in the DBOF. Over time, as the
requirement for depot products and services drops (as a consequence, for
example, of reduced force structure), the resources devoted to that requirement
naturally diminish, constraints to throughput will seek a new level, and the
capacity of a depot will be reduced. The time, however, required for capacity to
drop can be painfully long--perhaps 18-24 months or more.

e As discussed in Chapter 3, depots can be a powerful tool for controlling the costs
of depot support if they retain enough reserve capacity to be a credible
competitor for discretionary (above CORE) workload--yet there is no systematic
way of deciding when or where to preserve reserve capacity for this purpose.

e Consolidating all workload of a given type in a single facility introduces the risk
of single point failure in the event of catastrophic damage (or interruption from
any cause). Explicit risk assessment and management techniques are absent.

e Cursory examination would suggest that marginal costs of maintaining reserve
capacity might not be a major factor in any event. The investments that created
the capacity are sunk, sometimes incurred many years ago. The costs associated
with maintaining buildings do not need to be exorbitant (especially if utilities are
maintained at levels just sufficient to prevent freezing or other damage) and
equipment is fairly easily mothballed. In this light, extra capacity might be a
(potentially) inexpensive form of insurance.

The basic problem is that established methods and metrics for dealing with the
issue of capacity are ill-suited to providing the kinds of answers that are needed.

HOW CAPACITY IS VIEWED

To begin with, the constraints that limit capacity can be thought of in parallel or
serial terms. In the parallel case, workstations are independent; work stoppage at one
station does not affect another; and output is the sum of the individual workstation
capacities. In the serial case, the least capable (bottleneck) station determines the output
of the system.
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Parallel Capacity

Serial Capacity

Capaclty=A+B+C+
D+E+F

Figure 4-1. Parallel and Serial Capacity

The existing DoD capacity measurement system is essentially a parallel view: it
counts work stations and loads them equally. Past policies that stressed 100% (or even
"high") utilization of capacity inherently shared the same view.

The Theory of Constraints (TOC),® however, bolds that the impediments to
throughput are more serial than parallel. Capability and capacity are zero until each
significant constraint has been addressed. When this condition is met, and assuming the
constraints can be kept under control, product begins to flow through a depot. At this
point, there is 100% capability and some capacity. If it is desired to increase capacity and
throughput, then more resources must be made available to the system. But, again
referring to TOC, it is necessary to target those added resources to the most constrained
process. It does no good to improve the processes that aren't constraining throughput (at
least it does no good from a capacity standpoint — there may be other good reasons for
doing this like safety or environmental requirements.).

The distinctions between parallel and serial constraints and between capability
and capacity have practical significance. Depot commanders and managers have
genuinely believed that: (a) because of constrained resources, they perpetually had
insufficient capacity to meet demand (as indicated by chronic customer grumbling about
poor depot turn-around time, among other things), and/or (b) that costs were too high
because their processes were inefficient or out of control. Management attention
historically, therefore, was directed toward improving capacity by removing or improving
efficiency of the serial bottlenecks. The problem with the serial view, and what makes

6Jacob V. Simons and Richard I. Moore, "Improving Logistics Flow Using the Theory of
Counstraints,” Journal of the Society of Logistics Engineers, Fall 1992, pp. 14-18.
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the parallel view attractive, is that measures of capacity that take into account the serial
nature of work flow are plant configuration and product-mix dependent.”

The parallel simplification removes the serial complexity problem (by ignoring
it) and provides useful comparison data. For instance, the existing DoD capacity
measurement system showed that pre-BRAC 93 capacity was as much as 40% greater
than projected workload. Unfortunately, the capacity measurement system produces, at
best, an index, not af absolute measure and what it could not do is provide guidance on
where to make adjustments.? As an example, analysts involved in the JCS Depot
Maintenance Consolidation Study did not use capacity and instead resorted to ad-hoc
methods for determining workload consolidation candidates.® Similarly, NAVSEA in
preparing BRAC 93 recommendations used a process-based analysis to determine which
shipyards should be retained.

A problem with both the parallel and serial views is that they compromise depot
managers' understanding of the balance between customer demand and product flow
(throughput). Capacity is, by definition, static; use of this measure enforces a view of
capacity such that it is "just there,” independent of customer time-dependent
requirements.

Any discussion of capacity needs to consider marginal costs. The basic marginal
cost curve is illustrated on Figure 4-2. The idea is that for any fixed investment in plant,
per-unit production costs initially decrease with increasing volume as fixed and semi-
variable costs (such as maintaining equipment) are spread over a larger base. Beyond
some point, however, per-unit costs increase again as overtime is required, machinery is
overworked and needs more maintenance, transaction (i.e., coordination) costs increase!?
and inventories have to be increased to keep choke points fully utilized.!! The minimum
cost point on the curve is referred to as design capacity--the most efficient manufacturing
(or repair) volume. As stated above, cursory examination would suggest that marginal
costs of maintaining more capacity than needed might not be a major factor. Is this the
case?

TMemorandum, Joint Logistics Commanders, to Assistant Secretary of Defense (Production and
Logistics) subj: "Capacity Measurement Improvement Study Report,” December 5, 1990, with
attached study report, "AD-HOC Initiative to Improve Capacity Measurement,” November 1990.

8Ibid, p. iii. The same problem occurs with life-cycle cost (LCC). Because the numbers
generated by a LCC model have dollar signs ($) in from of them they are sometimes taken as
absolute (ratio scale) measures. LCC practitioners recognize that the outputs of their models are
relative measures only, good for assessing "more than™ and "less than” but nothing more.

9Essentially, the process used was to determine which depots could not be closed because of
technical considerations (a major engine line, as an example) and then move workload from other
depots to these.

10T ransaction costs are often either assumed away or grossly underestimated in conventional
econometric analysis yet NAVSEA has found that for rich, complex workloads it is ability to
organize the work that determines output, not facilities, equipment, and skills. See also the
discussion on relevant trends from commercial industry.

1This latter point was made recently in the context of the theory of constraints. Simons and
Moore, Op. Cit.
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Marginal Cost per Unit

Figure 4-2. Marginal Cost

Figure 4-3 shows the classic two-plant allocation problem--tailored to the
situation where both plants (depots) are operating short of design capacity at the point
where the marginal cost curves intersect. Both are capable of performing the same
repairs on the same equipment and, since there is a fixed amount of work to be done,
output of depot A (increasing from left to the right) is at the expense of depot B
(increasing to the left), and vice versa. As it turns out, if this is the situation, sharing
work between the two depots costs more than doing all the work at either A or B--even
though B is more expensive than A. (Figure 4-4).

Marginal Costper Unit

Marginal Cost A

Marginal CostB

.............................
.......................

.................................

.................................

Output ot Depot A - B
— Outputof Depot B

Figure 4-3. Marginal Costs of Two Depots
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In the past few years it was probably a safe assumption that some depots were
operating short of design capacity and the behavior in Figure 4-4 illustrates why it made
sense to close depots. But after the results of BRAC 93 closures, which depots will
operate near design capacity, which will be past it or well short of it, and for what
commodities or product lines? Are the curves steep or flat? In this series of illustrations,
the curves were deliberately exaggerated to illustrate conceptual behavior of a product
line. In the real world, the Figure 44 total cost curve may well be nearly flat. If it is,
then closing A, closing B, or keeping them both open makes little difference. The fact is
that depot managers do not know and existing capacity measures are not capable of
providing these insights. Lacking a methodological basis, decisions on capacity are
bound to be difficult to either reach or defend.

Sum of Aand B

Depot B Total Cost

Total Costs

Depot A Total Cost

ettt
Output of Depot A -
-t Output of Depot B

Figure 4-4 Total Costs of Two Depots

IS CAPACITY UTILIZATION THE RIGHT MEASURE OF MERIT?

Beyond the points enumerated above are other important considerations.
Competition demands some amount of excess capacity since a competitor without the
capacity to do the work is a hollow threat. How much capacity is the right amount to
foster competition without carrying an unreasonable burden? There is no analytically-
based answer to this question--nor a policy framework within which to approach it.
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Second, the concept of measuring capacity and work (with the goal of full
utilization of capacity) may well be problematic in any event. Industry has apparently
abandoned it in favor of balancing flow with demand!? -- which, as indicated earlier, has
been the depot commanders' intuitive view of the problem. During wartime, depots
track items produced versus items required -- flow and demand by another name. Using
a different figure of merit to plan for wartime support than is used during a conflict is
bound to lead to disconnects.

_ Third, although aggregate capacity and aggregate capacity utilization as measures
of merit have been in place for over 15 years, they have never been satisfactory.!3

Considering the history of attempts to come up with better capacity measures, all
of which have met with frustration, it is hard to escape the conclusion that improvement
is simply not available. With the future downsizing yet to come, it is time to seek a new
methodology. There are three choices:

¢ Rely on competition to sort out efficient from inefficient processes, then simply close
down the losers of competitions.

¢ Provide a new analytic basis (probably based on a metaphor other than capacity) for
making workload consolidation, reteation of redundant capability, and related
decisions. (Similar to the approach taken in Chapter 3 of this report for CORE, any
such undertaking needs first and foremost to have a coherent foundation.)

e Adopt a mixed strategy that partly relies on competition and partly on analysis.

Since any strategy pushed to an extreme invites unforeseen perverse results, the
third choice is probably the prudent course. Competition takes time to sort out efficient
from inefficient performers. An analytic approach could be faster if there is available an
improved methodology to resolve the cument inter-Service confusion, emotion, and
arbitrariness relative to consolidation. To effectively address BRAC 95 considerations,
the problem deserves urgent attention.

COMPETITION

ROLE OF COMPETITION

The DoD depot maintenance competition program in which all Services
currently participate was greatly expanded during the Defense Management Review
process. In order to improve the efficiency of the organic depot maintenance facilities,
the Deputy Secretary of Defense directed changes to the business practices of the depots.
As part of these changes, competition became a principal initiative for affecting savings

12Memorandum, Joint Logistics Commanders, "Capacity Measurement Improvement Study
Report.”
Ubid.
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planned for in the Corporate Business Plan. The objectives of competition are to obtain
the best value for DoD and accomplish the DoD mission in the most efficient manner
possible while assuring the necessary readiness and sustainability of the forces. An
important aspect of the strategy is the competition for depot maintenance workloads
among maintenance depots and private firms. The expectation is that increasing the
amount of depot maintenance workload offered for competition will result in a better
value for the taxpayers and the Services' operational units, by producing more efficient,
cost effective, and streamlined depot organizations.

Estimated savings from the program, which is managed by the DDMC through
the CBP, are $1.7B through FY97. Table 4-1 reflects the annual savings projectioas.

Table 4-1. Projected Competition Savings ($ In Millions)

SERVICE Fyo1 | Fys2 | Fyea | Fred | Fyes | FYes | Fyer | TOTAL
ARMY -1.5 7.2 15.0 23.0 31.0 28.0 36.0 138.7
NAVAIR 64.2 578 | 1110 | 1345 | 1356 24.6 28.2 555.9
NAVSEA 0.0 - 0.0 36 3.1 7.4 20.2 355 69.8
AlR FORCE 14.1 68.8 110.5 176.6 241.7 162.0 169.6 943.3

MARINE 0.3 0.4 2.0 4.0 6.0 6.7 6.7 26.1
CORPS
TOTAL 77.1 | 1342 | 2421 ] 3412 | 4217 | 2415 | 2760 | 17338

SOURCE: DDMC Corporate Business Plan, Fiscal years 1992-1997
*FY91 columa reflects savings achieved.

LEGISLATION AFFECTING COMPETITIONS

The competition program had its beginning in 1985 with the DoD Appropriations
Act 14 which directed the Navy to test the feasibility of using competition between public
and private shipyards as the basis for awarding a portion of the ship overhaul and repair
workload. SAC report no. 100-235, December, 1987 requested that the DoD propose
public/private competition beyond Navy activities and the SecDef conduct interservice
competitions for at least four depot maintenance competitions. However, the 1989
Authorization Act contained language which prohibited the SecDef from requiring the
Secretary of the Army or the Secretary of the Air Force to compete any depot
maintenance workloads. The FY90 Appropriations Act stated that the SecDef may
acquire depot maintenance through competition. However, the FY90 Authorization Act
precluded the Army and Air Force from engaging in the program. The Defense
Management Report (DMR) issued in July 1989 by the SecDef to the President,
delineated the need to enhance the efficiency and cffecuvcness of acquisition, logistics,
and maintenance related programs.

With the support of the Services, ASD(P&L), and the House Armed Services

14pyblic Law 98-473. 98 Stat. 1904, 1907.
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Committee, the National Defense Authorization Act for FY91 permitted the Army and
Air Force to conduct a pilot program for FY91.!15 Other legislative provisions were as
follows:

e  Section 352 of the National Defense Authorization Act for FY93 precludes
contracting for the performance by non-Federal Government personnel of more
than 40% of the depot level maintenance workload for the military department or
Defense Agency;

e Section 9095 of the Defense Appropration Act for FY93 states that
notwithstanding any other provision of law, the Secretary of Defense may
acquire the modification, depot maintenance and repair of aircraft, vehicles and
vessels as well as the production of components and other defense related
articles, through competition between Department of Defense depot maintenance
activities and private firms; and

e  Section 381 of the FY93 Authorization Act states that naval shipyards and Army,
Navy, and Air Force aviation depots may compete for production of defense-
related articles and the provision of services related to defense programs.

EFFECT OF COMPETITION PROGRAMS ON DEPOT
MAINTENANCE

Competition for depot maintenance workloads often alludes to one specific type:
those involving Government depots (publicly owned) and commercial companies
(privately owned). These are referred to as “public-private™ competitions. In these
competitions, the company or the depot offering to do the work for the "best value™ will
receive the contract. In addition the Department also conducts some "public-public”
competitions. In these competitions, only the Government owned depots compete against
cach other.

Inherent in competition is an element of risk—for the obvious reason that
competition carries with it possibility of losing. If a competition program is lost, depots
lose jobs and have a reduction in the workload base on which to distribute the fixed costs
of their operations. This risk has forced the depot staffs to examine their operations from
a business perspective.

Streamlining depot processes, reviewing program technical requirements, and
realigning organizations in preparation for competition, in theory, assures that no matter
who wins the workload competition, a more efficient and cost effective organization
performs the work. The practical results so far are in agreement with these expectations.
Among the changes that have occurred are the following:

e Work specifications are being simplified—-saving not only the labor that used to
go into their preparation but also providing greater opportunity for innovative
methods. For instance, Navy specifications for public shipyard work used to be

15pyblic Law 101-510 Sec. 922. 04 Stat. 1485,1627.
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very detailed, providing precise directions on how to perform tasks. By contrast,
specifications for work to be competed emphasized what the desired resuit was
rather than providing a detailed “how-to.” Under public-private competition both
the public and private bidders bid to the same result-oriented specifications.

o Direct workers in the public sector have become involved in standard setting,
increasing the realism of standards and, in the process, identifying better work
methods. :

e The pressures of competition are motivating both public and private competitors
to seck improved processes through innovation.

e The bid costs associated with a program are receiving more thorough scrutiny for
realism and in general, greater cost-consciousness is eliminating the "nice-to-
have” services that added little or no combat value. As at least partial
confirmation, in NAVSEA, where the most number of public-private
competitions have been held, the final costs on competitively awarded contracts
have consistently averaged less than original budget estimates.

e Competition has forced both the public and private sector to control overhead
costs.

CONCERNS OF INDUSTRY

As the Department expanded the public-private competition program to make
more Government depot work available to bids from industry, several industry
associations raised concems about differences in public and private sector industrial
activities that might complicate the goal of achieving fair competitions. The need quickly
materialized for standardized procedures and guidelines to insure that bids included
comparable bids. A Cost Comparability Handbook was developed to facilitate the
determination of the true cost to the Government of proposed maintenance actions
regardless of the source of repair. Several industry associations have reviewed the
handbook and proposed changes. The Department is carefully considering the industry
recommendations and is currently updating the handbook to reflect some of the suggested
changes.

In an attempt to level the playing ficld, a Defense Contract Audit Agency
(DCAA) audit of Government proposals is required prior to award, and the Government
proposals are subject to Service, DoD, and GAO audit during and upon completion of
work.

Industry has also expressed concem that cost overruns in Government facilities
are paid for by DoD. The Government may be responsible for paying certain types of
overruns by either public or private facilities which are due to scope of work increases
not contained in the original work statements. Curmrent policy stated in the Cost
Comparability Handbook does not allow public agencies to finance competitive workload
with non-competition work, nor can a bidder knowingly include either a gain or a loss,
bid on the margin, or offer management discounts. In instances when losses do occur, the
individual depot faces the same risk as private concerns of becoming less competitive or
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of closing, since they must also spread losses via rate increases to other customers.
Concerns addressed by industry will be addressed in future revisions to the Cost
Comparability Handbook.

PUBLIC-PRIVATE COMPETITION RESULTS

There have been enough public-private competitive awards now to begin to show
who is winning competitions.

In the 1991 pilot program described above, there were five competitions in the
Air Force, seven in the Army, and two in the Marine Corps. The average value of the
contracts was $5M. Award results are summarized in Table 4-2.

In the Army and Air Force competitions, there were two workloads that changed
from contract to organic and two that changed from organic to contract. The net change
measured in dollars was small, approximately $5M.

Table 4-2 FY91 Pilot Program Results

Service Number of Contracts Awards
Army 7 Private: 2
: Public: §
Air Force S Private: 3
Public: 2
Marine Corps 2 Private: 1
Public: 1 (Toole Army Depot)

Figure 4-5 summarizes the overall 1992 results for all four Services. A total of

$562M in workload was awarded competitively by the Services-—-with $269M going to

~ the private sector and $293 to the public. Prior to the 1992 competitions, $269M of this

workload had been performed by the private sector and $323M by the public sector. As

indicated on Figure 4-5, the competitions resulted in a net increase of $30M in workload

and 6 contracts for the private sector. Although there was a net public-to-private flow,
results at the Service level showed more variability.

¢ The Army competed and awarded 9 programs, all previously organic. The
private sector won 5 contracts worth $18M.

e NAVSEA competitively awarded 31 contracts. Of the 14 previously organic
programs, 5 went to the private sector. Of the 17 previously private sector
programs, 3 were awarded to organic shipyards. As a result of all the NAVSEA
awards, there was a net increase of 2 contracts and $25M in the private sector.

» The Marine Corps competed 4 organic programs, all awarded to organic depots.
e The Air Force competed and awarded 8 FY92 programs, 4 previously organic
and 4 previously on contract. All of the previously organic programs remained

organic while 3 of the previpusly private sector programs remained private and 1
returned to an organic depot.
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Private sector gained
$30M and 6 contracts
through compatition in FY92

my: )
323M 293M|
Prior Sources FY 92 Awards

M Organic [ Private

SOURCE: Sarvics inpes.

Figure 4-5. FY 1992 Depot Maintenance Competition Results

PUBLIC-PUBLIC COMPETITIONS

This section under work. Will talk to implications from results of public-public
competition, e.g., SAAD program. Also should address current Congressional
requirement to compete workload shifts in excess of $3M.

INTERNATIONAL ASPECTS

There are at least two important international aspects. First, the U.S. is not the
only country using private-public competition. Representatives from the United
Kingdom, Australia and Israel have indicated that their countries are also looking to
public-private competition to allocate maintenance workloads between Government and
private facilities.!é In fact, the British Ministry of Defense has developed a guide to
competition.!” Obviously, DoD depot maintenance managers need to pay attention to the
results in these three countries and benefit from their lessons learned.

Second, when setting policy for competitions, the acceptability and role of
foreign competitors must be a consideration. There is a "quid-pro-quo” relationship that

160DUSD(L) Maintenance Policy Directorate, June, 1993.
17(UK] Ministry of Defence, The Guide to Competition in Defence Services, 1992 Edition.
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exists in U.S. military matters involving foreign countries. It is expected that “fair and
open” competitions include foreign companies (or even Government depots), especially
where reciprocity is seen as due. For example, if the United Kingdom allows U.S.
companies and depots to compete for their E-3 aircraft workload, the United Kingdom
would expect reciprocal treatment by making some U.S. military workloads available to
British companies and depots. There is, however, concem over the implications
involved in having foreign firms enter competitions. Specifically, there is Congressional
concern that workloads may migrate from U.S. firms and depots to those of foreign
countries. Even if military readiness and responsiveness requirements could permit
specific workload migration, careful consideration must be given to factors such as U.S.
employment goals and costs to the taxpayers. Additionally, the relative vulnerability of
firms outside the U.S. to political unrest is also a factor that should be weighed in
providing best value to the Government.

LONG TERM CONSIDERATIONS

Although expanded depot maintenance competition thus far appears to be
achieving the desired benefits and efficiency results, there are long-term implications that
may be poorly understood and could be counterproductive. At least six are apparent.

No matter how much good-faith effort is placed into creating a level playing field
between private industry and the Government, there are inherent, natural differences
between the two sectors. In some sense the differences cancel out: Government depots,
not making a profit, do not pay income tax; private industry has greater freedom in
staffing and sources of materials. But, since there is no real way to understand how all of
the differences balance, continuing perception of imbalance (and, hence, of unfairness) is
probably gv.xarameed.18

In addition to perceived unfairmess, depot maintenance now has a confused
relationship with industry. Under public-private competition, industry is both a supplier
and a competitor. DoD has long recognized the constraints that an arms-length
relationship with its suppliers imposes. What are the implications of an adversary
relationship? As an example, rights in data have always been a concern, will industry
now be more reluctant to share technology and design information?

Conducting large scale public-public competition on a continuing basis would
strongly suggest the existence of significant excess organic capacity and duplication of
industrial plant equipment. Public-public competition may also create adversaries out of
depots that for other reasons need to cooperate. As a minimum, and in fact by design,
there will now be communication barriers internal to the depot maintenance community
that did not previously exist. 19

185ych a perception was apparent at the OSD/Industry Depot Maintenance Roundtable beld in
conjunction with this study. '

19As an example, the Air Force creates an arms-length relationship between its governmeat
"buyers" and Government "sellers.” Geoeral Ronald W. Yates, Commander Air Force Material
Command, Prescntation to Air Force Association Symposium, 15 July 1993,
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Although texts on competition once talked in terms of a self regulating, orderly
marketplace, more recent thinking has recognized that the marketplace is a chaotic
phenomenon where small initial changes can quickly self-reinforce in a positive feedback
loop.zo A depot, for example, that sets its DBOF prices based on expectation of some
amount of competitive "wins" and then loses has created an overhead recovery problem
that will have to be fixed by raising the next year's labor rates. Naturally, this will make
a depot less competitive, making it more difficult to win, and continue the cycle. Rather
than competition helping to determine who are the efficient and inefficient producers, it
may well magnify small (even trivial) initial efficiency differences into large ones.

Although defense industry in general is declining, some sectors, such as
shipyards, are in precipitous decline. Continued, aggressive use of competition in sectors
like this may lead to predatory pricing, cannibalization of workload as losers are forced
into bankruptcy, and an eventual monopoly with obvious implications for depot
maintenance cost and risk.

Given the existence of specialized commercial maintenance providers, prime
systems.developers and original equipment manufacturers often do not compete well for
depot maintenance workloads. Therefore, if one of the goals of an expanded depot
maintenance competition program is to support primes and OEMs, it is likely that without
specific focus to the program it will not satisfy that goal.

These and other considerations not enumerated should be factored into the
development of a long-term DoD policy on depot maintenance competition. The bottom
line is that depot maintenance competition, though of evident benefit, is not a panacea.
DoD needs to fully assess all of the potential long-term implications of competition, tailor
a program that facilitates its use in ways that make sense for different market sectors, and
promulgate policy that results in successful implementation of that program.

PRIVATIZATION

Some industry advocates have expressed the opinion that all depot maintenance
workload should be performed by private industry. There are two potential approaches to
privatization: closing depots and contracting for the workload or converting existing
depots into Government-Owned, Contractor-Operated (GOCO) facilities. The primary
issue in considering privatization as an alternative to maintaining DoD organic depots is
not whether depot maintenance should be performed by contract or organic sources.
Rather, it is whether the private sector can guarantee that depot maintenance will be
provided when and where it is required in peacetime, in the periods leading up to anmed
conflict, in war, and in the periods of reconstitution. To avoid the guarantee issue
introduces an element of unknown risk.2! This question was previously dealt with in
Chapter 3, where the need for an organic CORE capability was revalidated and, by

20M. Mitchell Waldrop, Complexity: The Emerging Science At the Edge of Order and Chaos,
New York: Simon and Schuster, 1992, pp. 48-50, 118-120, 325-327.
21 Air Force white paper, Organic Depot Maintenance Commercialization, 1 March 1993.
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implication, a complete contracting-out solution rejected. In this section, we consider
Government Owned, Contractor Operations (GOCOs).

Of the privatization options, Government-Owned, Contractor-Operated (GOCO)
depots would provide to DoD the least risk of non responsive support: higher risk would
be associated with closing the depots and contracting for the workload, either piecemeal
or in its entirety. In a GOCO depot, Government control would be retained and the
onboard workforce with its associated skills would presumably remain in place. With the
existing facilities and mission equipment in place, a GOCO depot should have the
flexibility to surge during contingencies and to expand or downsize, based on workload
fluctuations.

Operation of GOCO facilities is not a new concept in DoD; for the most part,
they have been associated with production facilities, such as for tanks, aircraft, and
ammunition . Tank, aircraft, and similar production facilities traditionally operate under
multi-year production contracts and are facilitated with the industrial plant equipment
required to produce a specific "line” of products. The products’ acquisition strategies and
funding levels are generally relatively stable, and modifications to the production
contracts are primarily engineering change proposals associated with end items. The
GOCO depot, by contrast, would have to accommodate the dynamic nature of world
events and the changing priorities of the respective Services.

Ammunition plant fluctuations in quantities and delivery schedules are more
representative of what would be expected from a depot operation. Funding levels are not
stable and fluctuations in workload are common. Unscheduled program changes occur
almost daily--dependent on the changing needs of the Services. Ammunition GOCO
plants have been successful in using annual negotiated costs and fixed fee contracts to
accommodate fluctuations in schedules and quantities. Hence, with the existing depot
infrastructure in place, GOCO maintenance depots would appear to offer a viable
privatization alternative. Among the questions that need further analysis, however, are
the following:

e Will a GOCO facility need commercial work to smooth out fluctuations in DoD
depot maintenance demand? If a GOCO facility performs both commercial and
DoD work, how will competing priorities be handled, what are the cost
implications, what is the potential for delay and disruption claims?

e Would a GOCO contractor be at a competitive advantage cbmpared to other
contractors since the Government invests in upgrading or maintaining facilities?

Organic depots have demonstrated in Desert Shield/Desert Storm and other
contingencies that they are responsive to the Services requirements. Although the
magnitude of workload to be satisfied is rapidly decreasing, the organic depots have also
demonstrated a capability to restructure to accommodate this change. Given that the
current solution works, and given that privatization via the GOCO option is also viable,
are there compelling reasons to change to GOCO plants? There do not appear to be such
reasons at this time. Operating existing depots as GOCO facilities does not, in and of
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itself, resolve the excess capacity issue--for either Government or industry.2 Neither is
there persuasive evidence that either Government or industry is generally the less
expensive source of repair. The fact of the matter, however, is that this matter deserves
further study—to answer the questions posed above and to better characterize the tradeoffs
involved. The Team recommends such a follow-on study. ~

THE PRIVATE SEGMENT OF THE INDUSTRIAL BASE

Previous portions of this report have largely focused on the public (i.e., DoD
depot maintenance) sector of the industrial base. Where the private sector was discussed
it was in the context of the risk and cost tradeoffs between organic and commercial
sources of depot maintenance, in the context of private-public competition, or while
examining trends in commercial practice. The CORE discussion, specifically, showed
that it is necessary to protect organic CORE competencies to control three categories of
risk: technology awareness, readiness, and sustainability. But the organic depot
maintenance sector does not live in a vacuum. Weapon systems are designed in the
public sector, their components are manufactured there, and repair parts are sourced from
the private sector. Lack of these privare competencies now or in the future certainly
could impact ability to fight a future war.23 Just as depot maintenance workload can
protect organic CORE, it also has some ability to preserve capabilities in the public
sector. It makes sense therefore to understand:

¢ Depot maintenance’s critical needs that are satisfied by the private sector.

o DoD's critical requirements, over and above depot maintenance, that are satisfied
by the private sector.

o Private sector sources that are or may be at risk.

¢ Potential capability of depot maintenance to assure sources of supply--by
appropriately targeting workload or by other methods.

¢ The tradeoffs if an organic CORE competency and an industrial competency vital
to defense have competing "claims™ on workload to preserve skills and
capability.

The Study Team saw these issues as important in the long term rather than short
term. Further, understanding the issues listed above is inherently part of the broader topic
of Technology and Industrial Base Sector Capability Assessment. The Undersecretary of
Defense (Acquisition) has recently directed an integrated assessment of the U.S.
technology and industrial base. The purpose of that assessment is to:

220SD/Industry Depot Maintenance Roundtable, Op. Cit. It would, however, appaready assist
industry in maintaining a skill base.
23This point was emphasized by industry participants in the OSD/Industry Roundtable Op. Cit.
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...respond to the statutory requirements delineated in Chapter 148 of Title
10 U.S.C. This requires the identification and evaluation of essential domestic
industrial and technological capabilities and development of a plan to ensure the
adequacy and economic viability of the capabilities in these sectors critical to
attaining our national security objectives.24

The initial assessment, which is due to be completed by the end of September,

1993, will be structured in terms of the eight categories shown in Table 4-3. Annual
updates are required.

Table 4-3. Industrial Analysis Sector Categories

Shipbuiiding Combat Vehicles
Space Missiles
Electronics/Communications Aircraft
Ammunition ' Combat Support

The sector categories are closely aligned with the broad commodity categories
used in depot maintenance planning and the results of the assessment could go a long way
toward addressing the issues listed above. Because of this commonalty of interest--and
because the topic of national industrial policy is much broader than depot maintenance—
the Study Team concluded that the most prudent course is to engage with the industrial
base capability assessment rather than duplicating it. No attempt was made in this study
to undertake such analysis. There is already some working-level engagement with the
capability assessment by the depot maintenance community but the amount of
engagement may not be adequate. Reexamination of the level of involvement is in order.

SUMMARY

This chapter

e Reviewed relevant trends in commercial practice, particularly regarding
centralization and then concluded that, taken as a whole, these trends suggest a
caution light for centralization and consolidation. What is needed is a balanced
approach that provides a better (i.e., centralized) cross-service mechanism while
avoiding dysfunction from over-centralization.

¢ Concluded that depot management is not well served by the methods currently
available to determine how workloads should be consolidated and how much
capacity should be retained. Development of a new metric, potentially based on
a metaphor other than capacity, should be undertaken—and it should be
undertaken soon to support BRAC 95 recommendations.

24Memorandum, David J. Berteau, Assistant Secretary of Defense (Production and Logistics),
subj.: Technology and Industrial Base Sector Capability Assessmeat, June 28, 1993.
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¢ Examined the role of competition, showing that it is achieving the anticipated
benefits, and that awards are relatively balanced between private and public
sources. The competition program should be continued. But DoD also needs to
fully assess the potential long-term implications of competition, tailor a program
that facilitates its use in ways that make sense for different market sectors, and
promulgate policy that results in successful implementation of that program.

¢ Discussed privatization of organic depots as Government Owned, Contractor
Operated (GOCO) Plants — concluding that there is no currently apparent reason
to change to GOCO operation.

e Considered the broader question of stability of the private segment of the

industrial base and proposed engaging with the ongoing industrial base capability
assessment rather than duplicating it.
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CHAPTER 5
ISSUES AND ALTERNATIVES

REDEFINING THE ISSUES

Chapter 1 presented seven perceived issues. Chapters 2, 3 and 4 highlighted and
summarized factors bearing on those issues. It is now possible to refine the perceived
issues in light of this new information. -

MANAGEMENT STRUCTURE SHORTFALLS

Perceived Issue 1: Has the current depot management structure in the
Services resulted in substantial competition, interservicing, reduction of excess
capacity, or reduction of unnecessary duplication of capability?

Competition has grown significantly under the current depot maintenance
management structure. Beginning with Naval Shipyards and extending to Naval Aviation
Depots, public-private competitions resulted in significant efficiency improvements in
both Government and private sector operations. The Navy outlined substantial benefits
that have resulted from the competition and, as a result, DoD has been successful in
extending public-private competition into the Army and Air Force. Following an initial
pilot competition program in FY91, public-private competitions were expanded with
Congressional approval for both FY92 and FY93. Current estimates are that significant
savings will accrue as DoD makes improvements in selecting competition workloads and
reduces one-time start-up costs. Competition has been identified as a cornerstone of the
actions being taken under the CBP to and is expected to provide $1.7B of total CBP
depot maintenance savings. Public-public competition is also contributing to increased
efficiencies in depot maintenance operations. Programs such as the Sacramento Army
Depot workload competitions are resulting in substantial benefits to DoD, including
leaner depot maintenance operations and innovative maintenance practices and business
processes.

The current management structure has also responded well to the requirement to
reduce excess capacity. Past actions, as well as planning and programming in place, are
resulting in reductions depot personnel levels of some 30% from FY87 level by the end
FY94; additionally, over 30% of the major maintenance depots existing in FY87 have
been closed or recommended for closure. It is probably unarguable, however, that excess
capacity will still exist after closures are completed: all five Air Force Air Logistics
Centers still remain (although one, SM-ALC, was recommended for closure by the Air
Force but not included in the final SecDef recommendation list) and one Army depot
recommended by SecDef for closure (Letterkenny) was not included by the Commission
in the BRAC 93 final recommendations to the President. Further, until the eight original
depots were identified by DoD for closure in the BRAC 93 process, inability to
substantially reduce excess capacity was a legitimate issue.
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Unnecessary duplication of capability and limited interservicing remains an
issue. Although closing or realigning the depots that have so far been identified will
reduce intra-Service duplication, these closings do not fully address the needs to
eliminate cross-Service duplication of capability. Nevertheless, the Services have
implemented some interservice agreements, examples being Navy repair of Air Force J79
engines and Air Force repair of Navy F110 engines and C-130 aircraft. However, the
absolute amount of imerservicing remains relatively low. Of total CBP savings, less than
3% is expected to come from interservicing. The existing management structure,
methods, and processes are ineffective at controlling inter-Service redundancy.

With regard to the unnecessary duplication of capability and excess capacity, the
BRAC 93 Commission was critical of DoD efforts to provide an integrated input
supported by cross-Service analysis. The Chairman of the Commission indicated that the
Services were not forced to cut overlap among depot maintenance operations. "There
was no knowledgeable, strong, experienced leadership in the Pentagon. There's nobody
there to restrain the military leadership from doing what they think is best for their own
service... There was no cross-service analysis. They'll never get together until they're
forced to.”! This perception clearly establishes a significant challenge for whatever depot
maintenance management structure is ultimately put in place.

Perceived Issue 2: What degree of additional workload and/or management
centralization is needed to enhance the effectiveness and efficiency of DoD depot
maintenance? What form should it take?

The Military Departments and Defense Agencies have made important progress
toward downsizing their individual depot maintenance programs thus far but this has
been accomplished largely through intra-Service adjustments. If, after BRAC 93
closures, there is still excess capacity, the best opportunities for continued capacity
adjustment appear to be cross-Service (i.c., by combining workload across Services and
then closing unneeded facilities). Because of its nature as an advisory board and its
current limited charter, the DDMC, as currently constituted, is not positioned to direct
cross-Service programmatic changes and workload siting. Stronger, central control is
needed.

Taken as a whole, however, recent experience in the commercial world suggests
a yellow light for centralization and consolidation. The Study Team had this caution in
mind in framing the alternatives discussed in this chapter. It is evident, as an example, in
establishing thresholds, only above which a central authority would get involved. In the
final analysis, however, the management altenatives differ markedly in the degree to
which they centralize management and control. This was intentional to provide a fairly
wide range of choices from which to find a balance between the real need for a better
(i.e., centralized) cross-service mechanism and the acknowledged dysfunction that
centralization also can bring.

1Courter James. BRAC Commission Chairman, The Washington Post, July 3, 1993.
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DEPOT MAINTENANCE RESPONSIVENESS TO DOD REALITIES

Perceived Issue 3: Is depot maintenance responsive to DoD realities, e.g.,
force structure and budget reductions?

Depot manpower, depot budget, and the number of depots have decreased at
roughly the same rate as supported inventory, total military personnel levels, and activity
levels (i.e., approximately 30% reduction since 1987). However, depot closures did not
"catch-up” until BRAC 93 and the budget for depot capital investment is actually
increasing in the out years rather than declining along with other indicators. The capital
budget reversal is an issue that deserves attention; the FY94 situation is being addressed
by DoD with an integrated strategy to control and limit capital expenditures. Subsequent
year programs should be considered in the context of an integrated DoD depot
maintenance capital investment program.

Perceived Issue 4: Is the current depot maintenance management structure
unable (or unwilling) to downsize and reduce capacity. Does DoD still, after BRAC
93, have significantly more depot capacity than the Department will need in the
future? Does unnecessary duplication exist throughout the individual Service
depots -- especially when viewed across Service boundaries?

Through BRAC 88, BRAC 91, BRAC 93 and the CBP 12 maintenance depots
have been either closed or identified for closure. The process has been arguably untimely
(7 of the 12 depots were not recommended for closure until BRAC 93). Future
downsizing (i.e. closing of depots) will still be required and will require cross-Service
- workloading since there is limited opportunity for a Service to unilaterally further reduce
capacity without affecting mission support. Unfortunately, cross-Service cooperation has
been limited under the current, narrowly focused, Service/DDMC management structure.
Future reductions in force structure may generate more excess capacity. An improved
cross-Service management structure -~ one that has clear decision authority — is needed.
In addition, because existing capacity measures are not capable of providing the kinds of
insights that would simplify cross-Service workload siting and similar actions,
development of new metrics (probably based on a metaphor other than capacity) is also
needed.

MEETING CBP SAVINGS TARGETS

Perceived Issue 5: Is it likely that the Services will not be able to meet the
CBP $6.4B FY91-FY97 savings target without taking actions that will severely affect
readiness and the ability to go to war?

This issue, asserted in the JCS study, should be read in context of that study's
concern with cross-Service redundancy and excess capacity. The JCS study was making
the point that achieving significant savings without affecting readiness requires reduction
in fixed overhead by eliminating unnecessary cross-Service duplication/capacity and
closing installations. (Such actions were estimated to produce savings in a broad range of
$2B to $9B over 10-year period). Although the BRAC 93 depot closings will reduce
unnecessary capacity, they do not, by themselves, eliminate unneeded cross-Service
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redundancy. Only cross-Service workload siting can do that. As stated above, an
improved cross-Service management structure is needed to implement meaningful cross-
Service cooperation and, hence, achieve significant cross-Service savings.

With regard to specific CBP planned savings, it may be necessary to recast
savings projections in view of significant ongoing and future workload reductions. The
workloads upon which savings were predicated were projected based on the FY91
President's budget and the planning done to support that budget. It is possible that to
coincide with valid force structure projections (that even now are still being developed)
savings computations will need to be altered. There is no reason to believe, however, that
such recasting of the savings will result in Service actions that would directly impact
readiness or limit war fighting capabilities.

ORGANIC CAPABILITY REQUIREMENTS - CORE

Perceived Issue 6: Is organic depot capability perhaps not needed? Should
all requirements (or at least more than at present) be satisfied by commercial
sources? Is CORE poorly defined? Are existing definitions invalid? Is current
CORE capacity too large?

Chapter 3 provided as extensive and integrated a review of CORE as has been
undertaken in recent years. This review demonstrated that an organic capability is
needed to control risk and cost. In place of the existing Service-unique definitions and
sizing methods, the CORE review also proposed a joint Service CORE concept and
standard algorithm for Service application. It is the opinion of the Study Team that the
revised definition and algorithm will result in a significantly smaller CORE. Pending
implementation of the new definition and algorithm, this is no longer an issue.

PRIVATE SECTOR INDUSTRIAL BASE CONCERNS

Perceived Issue 7: Is the stability of the defense industrial base being
fncreasingly threatened because Government-run Service maintenance depots are
taking workload out of industry? Alternatively, should depot maintenance be used
to protect the health of the U.S. Industrial Base?

Addressing the first part of this issue first, since the mid-1980's the amount of
depot maintenance work performed by private industry has stayed within a few
percentage points of 35%. In FY92, the fraction of depot workload performed by
industry was $4.7B, or 34% of the total. Of this, $269M was won in competition with the
public sector. The projection for FY93 is that over 32% of depot maintenance workload
will be done by contract sources. Although various public-private workload assignment
options have been and are being considered, there is no DoD-wide trend of workload
moving either into or out of the private sector through competition.

Whether or not depot maintenance should be used to protect the health of the

U.S. industrial base, it actually has limited leverage to do so. Total DoD expenditures in
the industrial base in FY97 will probably be in the range of about $80B to $90B. The
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depot maintenance expenditures in the same year are currently projected to be about
$13B (then year dollars). Since typically it could be estimated that about $9B of this
amount will be in the private sector (as contract maintenance or purchased material and
services) or committed to CORE, something on the order of $4B may be available to
address industrial base considerations. Annual sales in the industrial sector are many
times this size (in 1991, for instance, acrospace sales were $124.1B, motor vehicle sales
$268.7B, and electronic sales $139B).2

Since depot maintenance dollars are small compared to the industrial base, the
issue is how to target the limited available leverage in a way that helps maintain vital
industrial sources. This is a problem larger than depot maintenance because it must be
addressed in concert with the acquisition community and other affected constituencies.
In accomplishing such targeting, should that ultimately prove to be the desire of DoD, it
is apparent that an improved cross-Service management structure would aid considerably
in developing a coordinated approach.

ACTIONABLE ISSUES:

In summary, there are four actionable issues that emerge from the above
synthesis:

e The capital budget reversal (increasing when other indicators are decreasing)
may be an issue that deserves attention. In fact, the underlying issue is long-term
integrated management of depot maintenance capital investments.

e There is presently no coordinated approach for employing limited depot
maintenance leverage to maintain vital industrial sources. Effective employment
will require cross-service coordination in both the depot maintenance and
acquisition communities.

o Unnecessary duplication of capability and limited interservicing remain
problems. An improved cross-Service management structure is neceded to
implement meaningful cross-Service cooperation and achieve significant savings.

e The requirement to continue to downsize the overall organic depot maintenance
infrastructure, in terms of capacity, remains, i.e., the need to eliminate excess
capacity still exists. Given the recent relative success in intra-Service
downsizing, near-term future requirements for capacity adjustment, e.g., BRAC
95, demand an integrated (cross-Service) management perspective. Further,
cross-Service workload management would be much enhanced by a new analytic
basis (potentially founded on a metaphor other than capacity) for workload
consolidation, retention of intentional redundancy, and related decisions.

The first issue, capital budgeting, is within the capability of the current DDMC
and Services' depot maintenance management structure to resolve. The FY94 situation is
being addressed by DoD with a special program to control and limit costs. Integrated
capital budgeting should be a consideration in the ultimate selection of a management

2Source: World Almanac.
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alternative for depot maintenance. The second issue, industrial base considerations, as
discussed in Chapter 4, is outside the scope of this study and needs to be addressed in the
context of Chapter 148, Title 10 U.S.C. industrial base assessments. The balance of this
chapter is concemed with framing and evaluating depot maintenance management
alternatives of adequate scope to address both the third and fourth issues (unnecessary
duplication of capability, excess capacity, and integrated management) as well as other
significant criteria. We first discuss the management alternatives generated by the Study
Team, then describe the criteria and process used to evaluate the alternatives, and follow

with the evaluation results. ' '

MANAGEMENT ALTERNATIVES

ASSUMPTIONS AND APPROACH

In developing the depot maintenance management alternatives, a number of key
supporting assumptions were made. The assumptions, which also influenced the
development of evaluation criteria, are characterized generally in the areas of force
structure and activity levels, budget, sources and constraints on economy of scale and
scope, and ability to obtain revisions in public laws. The assumptions included:

Force Structure and Activity Levels. The notional force, discussed earlier in
Chapter 2, is the assumed bascline.

Budget. Budget available for depot maintenance is assumed to continue to
decline relative to changes in force structure and activity levels (but at a currently
undetermined ratio).

Economy of Scope and Scale. Consistent with experience of industry and recent
management theory, economies of scope and scale do not continue to accrue in
proportion to centralization but are limited, particularly by difficulties associated
with lateral communication as levels of burecaucracy are added. Neither a
completely flat organization nor a highly centralized structure is an ideal
solution.

Revisions to Public Laws. The Department of Defense will seek appropriate
changes in existing law if the desired alternative requires such changes for its
implementation.3

The approach used to evaluate the altemnatives included development of
alternative descriptions, evaluation criteria, an evaluation instrument and a methodology
for analyzing the results. Key organizations were tasked to evaluate the various
alternatives both quantitatively and qualitatively using the evaluation instrument. The
remainder of this chapter addresses the evaluation process and results.

3See Appendix E.
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CRITERIA FOR EVALUATING ALTERNATIVES

Concurrent with developing the initial definitions of the management
alternatives, the criteria for evaluating the alternatives were developed and refined. The
final criteria, which formed the basis for the evaluation instrument, are a composite of
recommendations by the Service and organizational representatives to the Study Team.
The criteria used was defined into five broad areas as shown in Table 5-1.

Table 5-1. Criteria Areas and Second-Level Sub-Criteria

CRITERIA AMPLIFICATION OF
EVALUATION CRITERIA EVALUATION
AREA AREA

¢ Provides combat customer linkage

* Supports contingency op tempo (sustainability)

* Promotes inter-Service coordination of industrial

Military Responsiveness — suppont (i.c., depot maintenance) requirements
Contingency Response » Integrates workload priorities and cross-
Servicing of assets

* Retains individual Service responsibility for
CORE

¢ Supports readiness —~ responsive to Service
readiness requirements

* Promotes integrated management
- DoD-OSD-Services-Depots

Military Responsiveness — - Interface across levels of maintenance (e.g.,
Peacetime Readiness organizational and intermediate)
- Throughout life cycle

¢ Retains closeness to customer

Provides for effective depot maintenance

program advocacy

Customer costs

Infrastructure costs

Economy of scale

Economy of scope — synergy
Promotes competition

Costs of needed contingency capacity
Standardizes business practices

Efficiency

Interservicing

Consolidation

Depot maintenance management overhead
Capacity (downsizing, new capabilities, necded
contingency capacity, and work force flexibility)
* Contributing to health of commercial industrial
base

Authority And
Responsibility For ...

® o o o]le @ o o & o &

e Acceptability to Services, OSD/ICS, Congress,
and other internal and extemal constituencies

* Costs (one-time costs - monetary or demands on

Implementation internal resources, such as system disruption;
potential savings)

* Title 10 considerations

* BRAC-friendliness - uniform decision approach
BRAC Interface + Timeliness for 1995 submittal

Table 5-1 also shows the second-level sub-criteria in each of the broad criteria
areas. Because it was believed that ever-increasing levels of detail would detract from
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rather than assist in evaluating alternatives (the proverbial losing sight of the forest for
the trees problem), no attempt was made to develop a third or fourth level. The criteria as
shown in the table are in descending order of value. Military Responsiveness is the most
important factor, equal to all other criteria combined. Efficiency and Clear Authority and
Responsibility for key management goals are next after Military Responsiveness. The
final two criteria areas, Implementation and BRAC Interface are slightly less important
than the previous two criteria areas and are considered equal to each other.
Implementation was, however, used as a seasitivity analysis variable as described later in
this chapter. The relative weights used for baseline evaluation analysis were:

o Military Responsiveness — Contingency Response 25%
¢ Military Responsiveness - Peacetime Readiness 25%
o Efficiency 15%
¢ Authority And Responsibility For ... 15%
o BRAC Interface 10 %
¢ Implementation 10 %.

To evaluate the alternatives against the criteria, the five-point scale shown in
Figure 5-1 was adopted. This scale ranges from adequate to superior. As is discussed in
the section on the alternatives, each of the alternatives was deliberately constructed in
such a way as to make it as creditable a contender as possible and, in any case, at least
adequate to meet the requirements of the criteria area. If an alternative was not able to
be framed in a way that made it at least adequate, then it did not make the list.

Aduaguste
L
!
1

o
A

Figure 5-1. Criteria Evaluation Scale

THE MANAGEMENT ALTERNATIVES

Seven initial management alternatives were generated for study, several of which
were variants with minor differences. After continuing analysis and review by the team,
the number of alternatives to be formally evaluated was reduced to the four shown in
Table 5-2. Appendix F provides a detailed description of each alternative, diagrams
depicting how they are organized, their functionality, and the reasons that would motivate
choosing each alternative. Each of the alternatives differs in terms of relationships to
Service headquarters, combatant commands, material commands, system managers, item
managers, and others from the standpoint of functions assumed and not assumed. Since
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the differences are key to how the alternatives work Appendix F also contains a table
outlining these relationships. In general, each of these alternatives is staffed, as may be
necessary, by absorbing existing positions in the Services (and assuming the related
functions). A quick overview of each alternative is presented below.

Table 5-2. Management Alternatives

Title - Leadership
Empowered Defense Depot Deputy Undersecretary of Defense (Logistics) chairs; Services,
Maintenance Council JCS and DLA participate; decision support concept implemented;
(DDMC) Board of Directors available to address issues that DDMC cannot

resolve

Executive Service Executives for broad, functionally-related system and platform
Management with the lines are three-star flag officers.
Empowered Defense Depot
Maintenance Council Board of advisors comprising senior logistics personnel of each

Service provides oversight

Deputy Undersecretary of Defease (Logistics) chairs DDMC
which provides integrated management

Commander in Chief of Depot Maintenance (CINCDM) is a
four-star combatant commander, reports to SecDef through the
Joint Depot Maintenance Chairman of the Joint Chiefs of Staff.

Command (JDMC)
Functional component commander for ship and submarine
systems is a Navy officer. Functional component commander for
ground combat systems rotates between Army and Marine Corps.
For Aviation and Space Systems, component command rotates
among Air Force, Army, and Navy.

Defense Depot Maintenance | Ageacy Director is a three-star flag officer or SES equivalent
Agency (DMA)
Each broad, functionally-related platform/system line (e.g., land,
sea, acronautical) is responsibility of two-star (or SES equivaleat)
System Executive.

Empowered Defense Depot Maintenance Council

Unlike the current Defense Depot Maintenance Council (DDMC), the
empowered DDMC will have well defined decision making authority in specific areas of
responsibility. The empowered DDMC addresses the need to provide integrated
management of a number of key clements within the DoD depot maintenance program.
Through broadening the charter of the DDMC to go beyond effective implementation of
the Defense Management Report, the DDMC is granted the perspective necessary to deal
across the entire spectrum of depot maintenance operations. Institutionalizing the
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decision making authority in the DDMC provides a viable way to make the necessary
decisions that provide control of the integrated program. The DDMC provides
centralized management (for a limited number of program and decision variables) and
decentralized program execution (through an already established infrastructure that is
fully integrated with the Service's combat and weapon systems management concepts).

The empowered DDMC provides oversight of the entire breadth of the
Department's depot maintenance operations, develops coherent DoD-wide policies,
makes decisions in key areas, and, in general, exercises the authority of the Secretary of
Defense to provide effective, integrated depot maintenance management. A decision
support process would be developed to provide consistent decision support information,
highlight necessary decisions, and elevate decisions to appropriate levels. The
empowered DDMC will function as the decision maker and management integrator in
DoD depot maintenance operations arcas such as:

Industrial support policy for depot maintenance
Consolidated planning

Coordinated resourcing

Standardized business practices

Integrated capacity management to include downsizing

The Components retain operational control of actual depot maintenance
operations, organic and contract, and are responsible for implementation of approved
business plans. :

The chair of the DDMC will be the incumbent in the newly established position
of the DUSD(L). The membership of the DDMC will include the DUSD(L), and a
designated representative from the Army, Navy, Air Force, Marine Corps, JCS and DLA.
The members will vote on issues and programs raised to the DDMC level; the chair will
promulgate decisions through the appropriate means, e.g., decision memoranda and
policy statements. The members (less JCS and DLA as agreed to subsequent to
alternative development) will each have one equal vote and a simple majority rule will
decide all issues. Those decisions requiring additional authority or those issues that
cannot be resolved will be elevated to the Board of Directors (comprised of, for example
the USD(A) and the Service Under Secretaries), the USD(A) or to the Secretary or
Deputy Secretary of Defense, as may be appropriate. The empowered DDMC will be
supported by a management support activity (MSA) attached to OSD.

Executive Service Depot Maintenance Management with an
Empowered DDMC

Under this concept an Executive Service (Agent) from among the Military
Services would be established for major categories of DoD weapon systems and
equipment depot maintenance. For example, the USN would be the Executive Service
for all ships and water craft, the USAF for all fixed wing aviation, the USMC for as
amphibious equipment, and the MAR program and the USA for all ground equipment.
The Executive Service would assume control over all of the DBOF depot maintenance
business area operations and resources at the facilities assigned to that category.
Overlaying the Executive Service structure would be the Empowered DDMC described
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above. The DDMC would provide the integrated management to bring the Executive
Services together and to ensure that resources and operations are effectively managed
across from a DoD-wide perspective.

The Military Services maintain control over their own facilities, mission and
depot maintenance requirements, weapon systems management and inventory control
points. The Executive Service would pursue consolidations of similar workloads to
eliminate unnecessary redundant capability and excess capacity. Consolidation studies
would be managed by the Executive Service, while the Service owning the depot
facilities would perform analysis on depot closures and realignments. The Executive
Service would, however, be responsible for making depot closure recommendations.

The Executive Service will make Source of Repair decisions for the assigned
category of depot maintenance, control capital investments and divestitures within the
category depots, establish performance measures, promulgate guidance and policy for
operations and budgeting, and establish the necessary infrastructure that ensures customer
support for peace time operations and contingency needs. To aid in accomplishing these
objectives, the Executive Service will have decision authority for all DBOF depot
maintenance business area resources (personnel, equipment and facilities) at depot
assigned. The DDMC will retain decision making authority above set thresholds in key
management interest areas.

Joint Depot Maintenance Command

The Joint Depot Maintenance Command (JDMC) is a joint command somewhat
analogous to United States Transportation Command (TRANSCOM). While it would not
"own” the personnel or physical plants of depots, it would control their capability
assignments, priorities, capital investments (including MILCON), source of repair
decisions and depot maintenance business area resourcing in DBOF budgets. Under the
CINCDM would be a Deputy for Joint Requirements Integration and staff who would
provide broad policy and advise the CINC on capability assignments, priorities,
investments, and budgets. As a CINC, CINCDM would have a military peer relationship
with combatant CINCs. His service component commanders would provide
communication loops to and from service authorities.

Within the JDMC, component commanders from each Service would be
responsible for managing the depots and depot maintenance of their Service. The
commanders would be assigned to, for example, five groups:

Ground Warfare Systems Depot Command
Maritime Air Warfare Systems Depot Command
Sea Warfare Systems Depot Command

Air Warfare Systems Depot Command
Amphibious Warfare Systems Depot Command

The Service depots would then be organized under these commands. Although
the JDMC would allow each Service to retain organic depots, work would be assigned to
all depots based on joint decisions and the CINC's priorities, not simply by sending
equipment to the depot's of the equipment owning Service. The JDMC would make
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integrated source of repair and workload assignments for each system and component
based on a multitude of management and military necessity considerations. Thresholds
would be established, below which the Services (component commanders) would have
decision-making authority. The Deputy for Joint Requirements Integration would -
integrate -depot maintenance requirements and planning to accomplish these
requirements.

Defense Depot Maintenance Agency

The Director of the Defense Depot Maintenance Agency (DMA) reports to the
Under Secretary of Defense (Acquisition and Technology) as a peer to the Defense
Logistics Agency and will assume ownership of all existing depots. The director will be
responsible for developing broad goals, policy, and direction. He or she will directly
make mission system, major technology group, and major subsystem workload
assignments among depots by centrally controlling assignments above certain thresholds.
He or she will establish standard business rules for making assignments below the
thresholds. The director (in conjunction with program executive officers and program
managers) will make source of repair decisions. He or she will recommend to the
DUSD(L) and USD(Acquisition and Technology) depots for reorganization and/or
closure. ,

The agency will be organized along broad functionally-related combat platform
and system lines (e.g., acronautical, sea, ground, communications). Each broad platform
and system line will be the responsibility of a System Executive (SE), nominally an O-8
or SES equivalent. Additionally, there will be an Executive Officer for Business
Processes and Methods. Where more than one service has a vested interest in a
platform/system line, the SE assignments will rotate among the affected services.

EVALUATION OF THE ALTERNATIVES

This section contains four principal subsections. The first subsection provides
and summarizes the evaluation scoring results, outlining the overall scores assigned by
OSD, JCS, and the Services (hereafter referred to as organizations) to each of the four
depot maintenance management alternatives. The next subsection describes and provides
the results of sensitivity analysis of the evaluations. Two sensitivity scenarios are used to
test the stability of evaluation results with regard to evaluation weights. A third
subsection presents the preference assessment of each organization with regard to which
alternative was most desirable and least desirable, from a complete altemative
perspective. The final subsection, composite results, compares evaluation scoring,
sensitivity analysis, and preference assessments.
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BASELINE EVALUATION SCORING RESULTS

Figure 5-2 shows the overall baseline evaluation score for each of the four depot
maintenance management alternatives. In this figure, 30 constitutes a perfect score (i.c.,
each organization would have awarded the alternative a score of 5 for each of the six
criteria evaluation areas) and 6 is the lowest possible score (i.e., each organization would
have awarded the alternative a score of 1 for each of the six criteria evaluation areas).

Overall Scores Across Services

30.0 -

28.3
25.0 <+
20.0 + 8.8 .0

15.2
§ 15.0 +

10.0 +
5.0 4
0.0

Empovered Esscntive oMC DMA -

pDMC Ageat ~ FPesstionnlined

poOMC
Alternative

Figure 5-2. Scores by Alternative

Outlined below are some key observations regarding the baseline evaluations.
They are presented in terms of each management alternative.

Empowered DDMC

o The empowered DDMC received a score of 25.3, which made it the highest
overall scored alternative across the organizations.

o It also was the highest scored alternative by OSD, Air Force, Army, Navy, and
Marine Corps, and was scored second highest by JCS.
Executive Agent -~ DDMC

¢ Executive Agent -- DDMC received a score of 18.5, which virtually tied it with
the JDMC as the second highest overall scored alternative across the
organizations. ‘

o It was the lowest scored alternative by the Navy and Marine Corps and the

second lowest scored alternative by JCS, although it was scored second highest
by OSD, Air Force and Army.
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JOMC

e JDMC received a score of 18.8, which made it the second highest overall scored
alternative across the organizations, but in a virtual tie with the Executive Agent -
DDMC altemnative.

o JDMC was the highest scored alternative by the JCS but the lowest scored
alternative by OSD.

DMA - Functionalized

e DMA -- Functionalized received a score of 15.2, which made it the lowest
overall scored alternative across the organizations.

o It was also the lowest scored alternative by the JCS, Air Force, and Army.

SENSITIVITY ANALYSIS RESULTS

In order to test the stability of evaluation results with regard to evaluation
weights, two sensitivity scenarios were developed -- a higher weight for the im-
plementation criterion and weights of zero for both military responsiveness criteria. The
original, baseline, weights used to quantify the relative importance of the criteria were :

Sensitivity Scenario #1 was developed in recognition of the potential importance
of implementation to the ultimate success and acceptance of any depot maintenance
management altenative. In this scenario, the relative weight for implementation was
increased, placing implementation on a par with each of the military responsiveness
areas. Other criteria were re-weighted based on this increase.

Sensitivity Scenario #2 was developed to isolate military responsiveness from the
management components of the criteria evaluation areas, and thus focus solely on a
management component of the four depot maintenance management alternatives. In this
scenario, the relative weights for the two military responsiveness criteria evaluation areas
were set to zero and the remaining criteria re-weighted to reflect this change. As
described below, for each management alternative, the top-level results were not
particularly sensitive to a change in the criterion weights. The relative weights for the
two sensitivity scenarios are shown below.

Scenario#1 Scenario #2

o Military Responsiveness — Contingency Response 22% 0%
o Military Responsiveness — Peacetime Readiness 22% 0%
» Efficiency 13% 30%
¢ Authority And Responsibility For ... 13% 30%
¢ BRAC Interface 9% 20%
s Implementation 22% 20%
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Empowered DDMC

Empowered DDMC received the highest overall score across organizations under
both sensitivity scenarios.

Sensitivity analysis did not produce any changes in the relative rank of
Empowered DDMC, either across organizations or for any individual
organization, except for the JCS evaluation under Scenario #2 where its rank
dropped from second to third place.

Empowered DDMC consistently received overall scores around 25 out of a
possible 30. The other alternatives consistently received scores in the range of 14
to 18. This demonstrates that the high ranking of the Empowered DDMC
alternative is not affected by the choice of criteria relative weights.

Executive Agent - DDMC

Empowered DDMC received the highest overall score across organizations under
both sensitivity scenarios.

Sensitivity analysis produced change in the relative rank of Executive Agent --
DDMC for only one organization — Navy.

JDMC

JDMC, which was ranked second under the baseline and Scenario #1, but
dropped in rank to fourth place under Scenario #2.

This drop in rank reflects the sensitivity of JDMC in this evaluation to the
relative weight of the military responsiveness criteria.

DMA - Functionalized

DMA - Functionalized received the lowest overall score across organizations
under the baseline and Scenario #1, but rose in rank to third under Scenario #2.

This rise in rank reflects the sensitivity of DMA - Functionalized in this
evaluation to the relative weight of the military responsiveness criteria.

PREFERENCE ASSESSMENT RESULTS

As part of the evaluation, each organization was asked to provide a preference

assessment of each alternative, as viewed in its entirety. This assessment was made by
indicating their most desirable and least desirable depot maintenance management
alternatives - an overall preference irrespective of individual criteria analysis. The

5-15




Draft DM Study Report Draft #2

07/29/93

quantitative results are shown in Figure 5-3. In summary, they show the preferences

outlined below.

¢ The Empowered DDMC was judged most desirable by OSD, Air Force, Army,

Navy, and Marine Corps

e The JDMC was judged most desirable by the JCS

e The Executive Agent -- DDMC was judged least desirable by the Navy and the

Marine Corps :

e The DMA -- Functionalized was judged least desirable by the JCS, the Air

Force, and the Army.

e The JDMC was judged least desirable by the OSD.

Most Desirable

Executive Agent -
oouc

" Empowered
ODMC

Preference Assessments

JOMC
2k
Least Desirable
-4 | — | 1

DMA -
Functionalized

Figure 5-3. Preference Assessment Results

COMPOSITE RESULTS

Figure 5-4, below, shows the rankings of each depot maintenance management
alternative as determined under the baseline, two sensitivity scenarios, and preference

assessments. As shown in the figure:

¢ The Empowered DDMC alternative ranked first under the baseline scoring, both
sensitivity analyses, and the preference assessment. Only JCS failed to rank
Empowered DDMC first, ranking it second under the baseline and sensitivity

scenario 1 and third under sensitivity scenario 2.
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+ The Executive Agent -- DDMC altemative was ranked third under the baseline
scoring, Scenario #1 and the preference assessment but ranked second under
Scenario #2.

¢ The JDMC altemative was ranked second under the baseline scoring, Scenario #1
and the preference assessment but ranked fourth under Scenario #2.

o The DMA --- Functionalized alternative was ranked fourth under the baseline
scoring, Scenario #1 and the preference assessment but ranked third under
Scenario #2.

it
OsD 1 1 1 1
JCs 2 2 3 NA
Empowered Air Force 1 1 1 1
DDMC Army 1 1 1 1
Navy 1} 1 1 1
Marine Corps 1 1 1 1
Overall 1 1 1 1
OoSsD 2 2 2 NA
ICs 3 3 3 NA
Executive Agent | Air Force 2 2 2 NA
- DDMC Army 2 2 2 NA
Navy 4 4 2 4
Marine Corps 4 4 4 4
Overall 3 3 2 3
OSD 4 4 4 4
Jcs 1 1 1 1
JDMC Air Force 3 3 4 N/A
Army 3 3 4 NA
Navy 2 2 2 NA
Marine Corps 2 2 2 NA
Overall 2 2 4 2
osD 3 3 3 N/A
ics 4 4 2 4
DMA - Air Force 4 4 3 4
Functionalized | Armmy 4 4 3 4
Navy 3 3 2 NA
Marine Corps 3 3 3 NA
Overall 4 4 3 4

Figure 5-4. Composite Findings

®  NJ/A indicates that the alterative was not ranked either most or least desirable by the organization.
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Each evaluating organization provided descriptive comments and rational

relevant to their assessments of the management alternatives. The results of the
evaluations clearly indicate a strong broad-based support for the Empowered DDMC
alternative.. Organizations selecting the Empowered DDMC based their decision and
evaluations upon characteristics such as are outlined below.

Strikes a proper and effective balance between decentralized operations and
centralized management. Provides an integrated perspective of DoD-wide
operations and a decision support process to make the necessary decisions that
affect the entire depot maintenance community.

Provides Service Secretaries with maximum control over depot maintenance
resources, maintenance requirements, program managers, item managers, and
inventory control points

Maintains a logistics capability to ensure a ready and controlled source of
technical competence and resources necessary to respond to mobilization ,
contingency and other emergencies

Maintains the interface between war fighters and the depot maintenance
communities and assures responsiveness to the war fighting community

Utilizes existing elements already in place to implement the altemnative, i.c.,
organizational structures, communications links, and operating procedures

Facilitates rapid and effective implementation - least disruptive and most
economical

Promotes competition and flexibility.
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CHAPTER 6

CONCLUSIONS AND RECOMMENDATIONS

This study had several objectives. The principal purpose was to implement the
Secretary of Defense's direction to aggressively pursue reductions in excess depot
capacity by assessing the merits of establishing an Executive Agent, Joint Command, or
Defense Agency for depot maintenance activities and examining possible further
consolidation of depot activities and competitive bidding. :

Chapter 1 provided the basic background for the study by developing the
historical justification for depot maintenance, describing the post-cold war shift in focus
to depot maintenance efficiency, and summarizing the current posture. To satisfy the
Secretary’s direction, it was first necessary to identify and come to grips with the major
issues facing depot maintenance management. Seven potential issues are identified in
Chapter 1.

BACKGROUND RESEARCH

In order to study the issues, the Study Team compared overall depot sizing to
force structure and other key indicators, re-examined the concept and quantification of
CORE, examined recent changes in the use of competition, captured depot-related lessons
from Desert Shield/Desert Storm, researched relevant trends in commercial practice, and
took a hard look at the relationship between organic depots and the industrial sector.
Among the most important results were the following:

¢ Inability to reduce excess depot capacity is unsubstantiated. Actions underway
will result in a depot maintenance personnel end strength some 30% below FY87
levels by the end FY94. Over 30% of the major maintenance depots existing in
FY87 have been closed or recommended for closure. Overall, depot personnel,
budget, and the number of depots have decreased at roughly the same rate as
supported inventory, total military personnel levels, and activity levels. It is
probably unarguable, however, that excess capacity will still exist after closures
are completed: one Air Force Air Logistics Ceater was initially recommended
for closure but remains open as does one Army depot recommended for closure.
Future force structure reductions are also in the offering and may create
additional excess capacity. The budget for depot capital investment is increasing
in the out years rather than declining along with other indicators.

e Unnecessary duplication of capability and limited interservicing remain issues.

Although closing or realigning the depots that have so far been identified will
reduce intra-Service duplication, it does little for cross-Service duplication. Of
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total Corporate Business Plan savings, less than 3% is expected to come from
interservicing. The existing management structure, methods, and processes are
not effective at controlling inter-Service redundancy. With regard to the
unnecessary duplication of capability and excess capacity, the BRAC 93
Commission was critical of DoD efforts to provide an integrated input supported
by cross-Service analysis. .

¢ Future downsizing (i.e. closing and realignment of depots) will be required and
will require cross-Service workload assignment since there is limited remaining
opportunity for the Services to unilaterally reduce capacity without affecting
mission support. Unfortunately, cross-Service cooperation has proved difficult
under the current, narrowly focused, Service/DDMC management structure. An
improved cross-Service management structure - one that has clear decision
authority -- is needed.

e The concept of organic CORE depot maintenance capability was revalidated.
Further, the Study Team proposed a new, multi-Service, framework including a
common sizing algorithm for Service application.

o Competition is achieving the anticipated benefits. Public-private competition
awards are relatively well balanced between private and public sources. The
competition program, which has proved to be a powerful motivating force,
should obviously be continued.

e Whether or not depot maintenance should be used to protect the health of the
U.S. industrial base, it has limited leverage to do so. Depot maintenance
expenditures in FY97 are projected to be about $13B (then year §). Since
approximately $9B will already be spent in the private sector or committed to
CORE, something on the order of $4B may be available to address industrial
base considerations. This figure is under 1% of total acrospace, motor vehicle,
and electronics sales. Because discretionary depot maintenance dollars are small
compared to the industrial base, any use of depot maintenance workload to
assure its health will require careful targeting.

o Successful commercial firms have concluded that an overemphasis on centralized
control is dysfunctional because of inherent conservatism and unavoidable
myopia of the "rational” analysis underlying centralized decisions. Additionally,
intentional internal redundancy as a risk mitigation method has merit. Taken as a
whole, these trends suggest a yellow light for centralization and consolidation.

There were four actionable issues that emerged from preliminary study. First, the
capital budget reversal (increasing when other indicators are decreasing), or at least
integrated management of capital investment for depot maintenance, is an issue that
deserves attention. Second, there is presently no coordinated approach for employing
limited depot maintenance leverage to maintain vital industrial sources. Effective
employment will require cross-Service coordination in both the depot maintenance and
acquisition communities. Third, unnecessary duplication of capability, excess capacity,
and limited interservicing remain problems. They are made more difficult because of
limited cross-Service control of depot maintenance business decisions and because
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existing capacity measures are not capable of providing the insights that would facilitate
resolution. Fourth (and partly derived from the third), some additional management
centralization is needed to enhance the effectiveness and efficiency of depot maintenance.
Indeed, a common thread throughout the study has been the need for a new management
structure to provide cross-Service coordination of capability, capacity, and related issues.

The first actionable issue, capital budgeting, is within the capability of the current
DDMC and Services' depot maintenance management structure to resolve. Indeed, DoD
is taking steps to provide integrated management of the FY94 depot maintenance capital
investment program and views the revised management structure as the long-term
integrated manager for this area of resources. The second, as discussed in Chapter 4, is
outside the scope of this study and needs to be addressed in the context of Chapter 148,
Title 10 U.S.C. industrial base assessments. The third issue was partly addressed through
the management alternatives presented in this study-—all of the alternatives were intended
to make cross-Service control simpler. The concept of a new analytic basis for making
workload consolidation, capability, and related decisions, however, needs additional
research beyond what was possible in this study. Framing and evaluating alternative
management structures were major tasks for the study and are addressed below.

ALTERNATIVE MANAGEMENT STRUCTURES

The Study Team approached the subject of alternative management structures by
establishing criteria for evaluating alternatives and developing an evaluation
methodology. It then generated a set of alternatives, all of which were at least
satisfactory in the context of the evaluation criteria. The alternatives were:

¢ An Empowered Defense Depot Maintenance Council

e Executive Service Management coupled with an Empowered Defense.Depot
Maintenance Council

o A Joint Depot Maintenance Command
¢ A Defense Depot Maintenance Agency

The Services, JCS, and OSD then evaluated the alteratives. There was strong support for
an Empowered DDMC.

RECOMMENDATIONS

The Study Team recommends that DoD implement the Empowered DDMC.
This alternative is embraced by the Services and bas the necessary clout to provide
oversight of the Department’s depot maintenance operations, develop coherent DoD-wide
policies, make decisions in key areas, and, in general, exercise the authority of the
Secretary of Defense to provide effective, integrated depot maintenance management.
The pacing requirement for implementation is BRAC 95. DoD recommendations are due
to the Commission by January 1995, less than 18 months away. Because it will take time
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for the Empowered DDMC to achieve full functionality, implementation now is needed
to develop an integrated input supported by cross-Service analysis.

Additionally, the Study Team makes the following recommendations:

¢ Promulgate as formal policy the CORE definition and sizing algorithm developed
in Chapter 3. The justification for organic CORE depot maintenance has been
revalidated and its relationship to the other segments that make up the depot
maintenance industrial base is understood.

¢ Develop a new analytic basis (probably based on a metaphor other than capacity)
for making workload consolidation, retention of redundant capability, and related
decisions. Similar to the approach taken in Chapter 3 of this report, any such
undertaking needs first and foremost to have a coherent foundation. Development
should begin soon to have any likelihood of affecting BRAC 95
recommendations.

e Continue the competition program (private-private, public-public, and public-
private). Evidence so far is that it is producing beneficial results - costs can be
reduced, efficiency improved and innovative maintenance approaches developed.
Although level-playing-ficld considerations will continue to deserve attention in
public-private competition, the empirical results thus far indicate the process is
essentially fair: there has not been a decisive shift of workload from the public
sector to private or in the reverse direction.

¢ Do pot at this time convert depot operations to Government owned, contractor
operated (GOCO) plants. Although GOCO depots appear viable the Department
needs a better understanding of the actual viability and the advantage to be
gained by making the change. Recommend further study of this concept.

e Engage with the ongoing Undersecretary of Defense (Acquisition)-sponsored
integrated assessment of the U.S. technology and industrial base to determine
how and if depot maintenance workload should be used to preserve capabilities
in the public sector.




APPENDIX A

TERMS OF REFERENCE




, -~
. S T, T AISISTANY L LT Y OF DEFS: -

S
\..../ May 21, 1993

PRODUCTION AND
LOCISTICS TERMS OF REFERENCE

FOR
DEPOT MAINTENANCE INFRASTRUCTURE REVIEW
AND
STUDY OF OPTIONS FOR INTEGRATED MANAGEMENT
DOD DEPOT MAINTENANCE ACTIVITIES

I. BACKGROUND

On April 15, 1993, the Secretary of Defense directed that the
office of the Assistant Secretary of Defense (P&L) examine alterna-
tives for management and operation of the Department’s depot-level
maintenance activities. In doing so, the Secretary stated:

"OSD, assisted by the Service Secretaries and the Joint
Staff, will assess the merits of establishing an Executive Agent,
Joint Command, or Defense Agency for depot maintenance activi-
ties. The study will also examine possible further consolidation
of depot activities and competitive bidding. The Department
should aggressively pursue reductions in excess depot capacity.”

In addition the Secretary has directed a review of the Department
of Defense infrastructure, of which maintenance depots are a part.
Terms of Reference (TOR) describing this review in three phases, or
tasks, and a TOR for "Task 2" were issued by the Office of the
Director, Program Analysis and Evaluation (PASE) in April 1993.

II. PURPOSE

This TOR is to direct the review and develop recommend solu-
tions for issues related to depot maintenance. The review will
follow the same basic structure as approved by the USD(A) for Task 2
of the Infrastructure Review. That structure is as follows:

A. Prepare a statistical and an institutional overview of the
functional areas under depot maintenance. The description will
contain the following basic elements:

1. A description of the weapon system acquisition process
and how and when decisions are made regarding depot
maintenance requirements; the criteria currently used
(basis for decision, i.e., law, policy, economics,
other); and, the role of workload competition.




B.

"2 An oullame i tre fiictions perfoirmed, organizations
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other acquisivivi, atyae.... y wette meaaitLEimocd AUNC=
tions, command and control of functions in peacetime
and wartime, workload and logistics planning and opera-
tional execution.

3. Financial data -~ distribution of costs and sales;
organic/contract split; budget and funding projections.

4. Size and composition of the depot maintenance facility
infrastructure (how measured) including number, loca-
tion, and mission of activities; including description
of private sector depot maintenance base, size and
demographics of workforce, description of related sup-
porting structure, and accomplishments to date in down-
sizing infrastructure (including downsizing planned in
FY92-97 Corporate Business Plan and BRAC 93).

S. The role of the maintenance depots in supporting Opera-
tion Desert Storm and how well they performed.
. :

6. Workload estimates by depot and types of workload.

Describe exogenous drivers of depot maintenance program and cost.

1. Most significant requirements of law, including environ-
mental limitations, FAR, international agreements,
etc.:;

2. External constituencies;
3. Technology:;

4. Workload (e.g., force structure, operating tempo, and

equipment driven relationships);

5 L ] DBOF‘

Fundamental policy drivers.
1. Changes in strategy An§ role;
2. Economics;

3. DoD regulations, DBOF rules, BRAC procedures.




D. Decision Criteria and Issues. The purpose of defining issues
and decision criteria is to ensure that options for consideration are
placed in the context of a problem to be solved. In the case of
depot maintenance, the problem, or causative issue for which the
SecDef options were generated, was the issue of the existence of
excess capacity, how best to eliminate it, and how to manage the
remaining capacity. An external factor playing in the equation is
the claim by others that more DoD organic work should be directed to
the private sector. _

1. Issues will be identified and prioritized. An initial
starting point for framing issues would be these ques-
tions:

Bow could DoD best evaluate the capabilities and use
of public and private sector depot maintenance

activities in providing recommendations for BRAC
95?2 '

What should be the role of the public and private
sector maintenance depots?

]

What should be the basis for determining the size of
the depot maintenance structure and the public/pri-
vate sector share?

-~ Is there a "core” requirement that can be quan-
tified as organic DoD (except by law)?

What are the various management structures that
could be put into place to administer and manage
the DoD depot maintenance system and what are the
pros and cons of each?

2. The issues cited in Secretary Aspin’s April 15, 1993,
memo will be specifically addressed,
includings (a) an assessment of the merits of establish-
ing an Executive Agent, Joint Command, or Defense Agency
for depot maintenance activities and assessment of other
management options, including an “empowered” Defense Depot
Maintenance Council and privatization of depot maintenance
facilities: (b) development of recormendations for the
preferred option; and, (¢) an examination and development
of an appropriate framework for possible further consoli-
dation of depot activities and competitive bidding.
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The Depot Malntenance Study Group will identify issues, analyze
management options and issue a study report with recommendations by
July 15, 1993, as required by the Secretary of Defense memoramdum of
April 15, 1993. The Logistics Infrastructure Task 2 Panel will not
establish a separate set of options or recommendations, but will
incorporate the results of this effort. To the extent that other
logistics issues may depend upon the recammendations of the Depot
Maintenance study group, those dependencies will be reported via the
Infrastructure Task 2 Logistics Panel. .

David {Berteau
Principal Deputy
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CORE APPROACHES AND QUANTIFICATION

All Services rely on approved scenarios that serve as the foundation for CORE
determinations. The driver behind this is the joint planning process accomplished by the JCS that
is reflected in Service plans for contingencies and mobilization. All Services have a common step
of identifying the equipment or weapon systems that should be considered as part of the CORE
determination. Each of the Services performs the calculations to quantify CORE in a different
manner. Although CORE is conceived of in terms of resources, all Services express it in terms of
workload (man-hours).

ARMY

Approach: The Army identifies those units that deploy during contingencies or mobilization to
support approved operational scenarios. In turn, those units have established "mission essential™
equipment allowances documented in The Army Equipment Distribution System (Equipment
Readiness Code or ERC "A" and "P"). In this way the linkage is established between the scenario
and quantities of equipment to be supported by the depot structure.

Quantification: The Army uses the percent of each line item (ERC A and P) of the total inventory
and applies it to the workload program requirement for that line item for a given year. The
CORE quantity for each line item is totaled and a percent of the total Army workload is
calculated. This is the percent of CORE workload. Thus, CORE is expressed as a percent of the
peacetime workload réquirement.

MARINE CORPS

Approach: The Marine Corps begins with the identification of mission essential items (MCBul
3000 and some other items on a case by case basis). Then the quantity of these items in the three
active Fleet Marine Force (FMF) organizations is determined. This establishes the linkage
between the scenario and quantities of equipment to be supported.

Quantification: The Marine Corps applies its CORE percentage against its peacetime workload.
The CORE percentage is computed by dividing the acquisition objective (that which is required
by the FMF plus 50 days (funded) of prepositioned war reserve) into the applicable active FMF
equipment quantity. The percentage is than applied to the individual weapon system/item
peacetime workload.
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NAVY

Approach: The Navy first identifies the ships, aircraft and weapon systems (by type and quantity)
which will be required to successfully complete combat contingency missions assigned by the
Joint Chiefs. Next, the Navy catalogs the depot-level engineering and maintenance functions
which must be performed to support these mission essential ships, aircraft and weapons. The
capabilities needed to perform these functions are “CORE” capabilities. CORE capabilities are
established (if they don’t already exist) and maintained by assigning a minimum level of relevant
work to the organic shipyards and depots.

Quantification: The Navy defines CORE workload as the minimum depot work needed to
maintain CORE competencies. CORE workload is quantified by first applying acceleration
factors to the peacetime level of effort for each CORE competency to account for increased
combat employment and anticipated battle damage. The result of this calculation is then derared
by a factor which accounts for the fact that, normally, less than 100% of the total inventory of a
class of ships, aircraft or weapons will be committed to combat.

AIR FORCE

Approach: For the Air Force, the CORE methodology is based on assumptions which are derived
from approved operational scenarios. In particular, flying hours to support approved operational
scenarios are the initial step for quantifying CORE. All weapons systems related to the peacetime
and wartime flying hour programs are included. Any workload for items/systems not directly
affected by flying hour programs are individually established based on expected surge
requirements.

Quantification: The Air Force shows a CORE percent calculated for each category of work. The
ratio of peace to war flying hours is key in this computation because this ratio is applied to the
peacetime depot maintenance requirements, i.e., workload. This is done for each category of
work in conjunction with a wartime depot capability (resources) computation. Wartime workload
requirements are then matched against the wartime resource capability for each category of
workload (airframes, missiles, engines, etc.) to determine a percent CORE.

C4




APPENDIXB

DEPOT MAINTENANCE
LEGISLATIVE INFORMATION




LEGISLATION THAT SIGNIFICANTLY EFFECTS
DoD DEPOT MAINTENANCE

TITLE 10 U.S.C., CHAPTER 146

Each year DoD is subj;acted to legislative guidance contained in annual appropriation and
authorization acts. The most enduring of this congressional guidance is codified as
permanent law in Title 10 U.S. Code.

Title 10 U.S.C. Chapter 146, Contracting For Performance of Civilian Commercial Or
Industrial Type Functions, is the basic law that prescribes the legal parameters for DoD
acquisition activities including depot maintenance operations. The Chapter's nine
sections, 2461 through 2469 address the following topics:

e Commercial or industrial type functions - required studies and reports before

conversion to contractor performance

Contracting for certain supplies and services required when cost is lower

Reports on savings or costs from increased use of DoD civilian personnel

CORE Logistics Functions

Prohibition on contracts for petformancc of fire fighting or security-guard

functions

Limitations on the performance of depot-level maintenance of material

Cost comparisons; requirements with respect to retirement costs and consultation

with employees

o Military installations; authority of base commanders over contracting for
commercial activities

¢ Contracts to perform workloads previously performed by depot-level activities of
the Department of Defense; requirement of competition.

The discussion below deals only with those sections of Title 10 that bave the most
significance to depot maintenance.

CORE Logistics Functions

Title 10 U.S.C., Chapter 146, Section 2464 Sub-section (a)(1), requires DoD to maintain
a logistics capability (including personnel, equipment, and facilities) to ensure a ready
and controlled source of technical competence and resources necessary to ensure effective
and timely response to a mobilization, national defense contingency situations and other
emergency requirements. Sub-section (a}(2) specifies that the Secretary of Defense shall
identify those logistics activities that are necessary to maintain the logistics capability
described above. Sub-section (b)(1) precludes non-government personnel from
contracting for performance of logistics activity identified by the Secretary under
Subsection (a) above. Sub-section (b)(2) grants the Secretary of Defense waiver
authority from Sub-section (b)(1) above and then requires that OMB Circular A-76
provisions be followed in case of such waiver. (OMB Circular A-76 establishes
procedures for determining whether commercial activities should be performed under
contract with commercial sources or in-house using Government facilities and personnel.)
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Sub-sections (b)(3) and (4) specify the provisions as to when the waiver under (b)(2)
can take place and then elaborate on those provisions.

In summary, whenever a waiver is granted to non-government personnel to contract for
performance of a logistic activity identified by the Secretary of Defense then the
provisions of OMB Circular A-76 apply. If the analysis done to comply with A-76
indicates increased competition and increased private sector participation is necessary in
order to perform DoD logistics functions in a more expeditious manner, then an exclusion
from the OMB Circular A-76 provisions may be considered as a desirable
recommendation.

Legislatively Defined Limits

Title 10, U.S.C., Section 2466 Sub-section (a)(1), prescribes the percentage limitation

for the performance of depot-level maintenance. Except in the case of the Amy, the
- Secretary of Defense may not contract for the performance by non-Federal Government

personnel of more than 40% of depot-level maintenance workload for the military
- department or the Defense Agency. In the Army's case Sub-section (a)(2), the Secretary
of the Army shall provide for the performance of Army aviation depot-level maintenance
workload by employees of the Department of Defense of not less than (A) 50% for FY93,
(B) 55% for FY94, and (C) 60% for FY95. Furthermore, sub-section (b) prohibits the
management of DoD depot-level civilian employees on the basis of any end-strength
constraint or limitation. Instead, these employees shall be managed solely on the basis of
available workload and funds available for depot-level maintenance. Within the depot
maintenance community this section is commonly referred to as the 60/40 split.

Sub-section (c) grants the Secretaries of the Military Departments authority to waiver the
limitation requirements if warranted by national security interests. If the Secretaries
exercise such waiver authority, they are required to notify Congress of the reasons. Sub-
section (d) exempts the Sacramento Army Depot from the requirements of this section.

Reporting requirements are specified in sub-section (e)(1); the Secretary of the Army
and the Secretary of the Air Force shall jointly submit to the Congress a report describing
the progress to achieve and maintain the percentage limitations by January 1§, 1992 and
1993 for the then ended applicable fiscal years. Sub-section (e)(2) requires that the
Secretary of each Military Department and the Secretary of Defense, with respect to the
Defense Agencies, jointly submit by January 15, 1994, a report as described in sub-
section (e)(1).

The percentage limitation on the amount of contracting permitted, as specified in section

2466 above, presents a potential ceiling with respect to the proposed new methodology of
sizing depot maintenance CORE.

Threshold For Moving Workloads

Title 10 U.S.C., Chapter 146, Section 2469 is the last section of the chapter. However, it
is of major importance because it prescribes constraints and procedures placed on the
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Secretary of Defense or the Secretary of a military department. In essence, performance
of depot-level maintenance workload with a threshold of $3,000,000 that is currenty
being performed by a DoD depot-level activity cannot be changed, unless the Secretary
uses competitive procedures.

ACQUISITION LAW ADVISORY PANEL REPORT

In section 800 of Public Law Number 101-510 (the National Defense Authorization Act
for FY91), Congress directed the Department of Defense to establish the "DoD Advisory
Panel on Streamlining and Codifying Acquisition Laws.” Accordingly the Under
Secretary of Defense for Acquisition selected a Panel of experts in acquisition law and
procurement policy to review all laws affecting DoD procurement with the intent of
streamlining the acquisition processes. Under the leadership of the Commandant of the
Defense Systems Management College, this panel concluded its work in January 1993
and prepared a report for transmission by the Secretary of Defense to the Congress. The
report is commonly referred to as the 800 report - named after the section of the law that
authorized it. The report contains recommendations that impact on the management of
depot work loading processes.

With regard to the three sections of title 10, U.S.C. Chapter 146 on CORE Logistic
Functions, the panel proposed a new section designated as 24XY. This recommendation
is extremely important and should be adopted except for minimal word changes (see
strikeouts and bolding (additions)) and the inclusion of the competitive efficiency and
effectiveness rules contained in Title 10, U.S.C., Chapter 146, Section 2461 (a)(3). The
modified recommendation is as follows:

""10 U.S.C. SECTION 24XY CORE LOGISTICS FUNCTIONS

a. POLICY - It is essential for the national defense that Department of Defense
activities maintain a CORE logistics capability (including personnel, equipment
and facilities) sufficient to ensure a ready and controlled source of technical
competence and resources necessary for an effective and timely response to
national defense contingency situations and other emergency requirements.

b. Accordingly, the Secretary of Defense or secretary of a military department shall
identify those logistics activities that are necessary to maintain the logistics
capabilities described in subsection (a). ’

(1) Notwithstanding any other provision of law, the Secretary of Defense
or secretary of a military department shall have the modification, depot
maintenance, and repair of defense-related material performed by
Government or military personnel at activities identified in subsection
(b) as the secretary determines necessary to maintain the CORE logistics
capabilities described in subsection (a).

(2) The Secretary of Defense or the secretary of a military department
may use competition among those Government-owned facilities to
determine which entity can most efficiently perform the CORE logistics




requirements capabilities described at subsection (a) above, considering
both cost and performance factors.

¢. In excess of the CORE logistics requirements capabilities described in subsection
(b). above, the Secretary of Defense or secretary of a military department may
acquire the additional modification, depot maintenance and repair of defense-
related material and components, and the production of defense-related
supplies, needed for the Department of Defense through (i) competition among
maintenance activities owned by the United States, (ii) competition between
such activities and private firms, or (iii) competition among  private firms.

d. In competitions under this section, whether between DoD activities, between
DoD activities and private firms, or between private firms, bids from these
entities shall accurately disclose all costs properly and consistently derived
from accounting systems and practices that comply with laws, policies and
standards applicable to those entities. In competition between DoD activities
and private firms, the Government calculation for the cost of performance of
such function by Department of Defense civilian employees shall be based on
an estimate of the most efficient and cost effective organization for
performance of such function by Department of Defense civilian employees.

e. The procedures or requirements of OMB Circular A-76 do not apply to
determinations made or competitions entered into pursuant to this section.”

The final panel recommendation in this area is the repeal of both Section 2466, and
Section 2469. Section 2466 sets forth guidance regarding DoD contracting for depot
level maintenance. In short, it prohibits each Military Department from contracting out
more than 40% of its depot level maintenance and is considered as an aggregate type
limitation. Section 2469 requires competitions before changing the performance of
depot-level maintenance workloads, valued at $3M or more, among DoD depot activities
or between such depot activities and private contractors. Section 2469 is considered a
limitation applicable at the individual depot level. The repeal of these sections is an
excellent recommendation.
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SUMMARY: MAJOR WEAPON SYSTEM ACTIVATION PLANS

As Of: 7/09/93
Page 2 0f 2
Program Name Service Milesone il Date ICS/IDEPOT ORCLS DEPOT ACT DATE
C-17 AF 6/95 ICS THRU 95 (7) 18D
ACM AF 2/91 DUAL SOURCE ICS-ORGANIC 4TH QTR 96
JSTARS AF 3/96 ICS-ORGANIC-CLS 2D QTR 97
MILSTAR - AF 1/93 ICS-ORGANICCLS 3/93
AWACS RISP AF ICS-ORGANIC 1998
AMRAAM AF 4/92 ICS-ORGANIC 2/96
B1 AF N/A ICS-ORGANICCLS 4THQTR 94
B2 AF N/A ICS - TBD 12000 (Start)
SR-UAV DOD 2/93 (1HA) ICS-ORGANIC T8D
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Legal Perspective
on
Depot Maintenance Management Alternatives

This appendix provides an overview of potential legislative issues that may need
to be considered in adopting one of the five management alterncrives developed by
the Study Team. It is not intended to be a comprehensive review, but more to provide
insight into the considerations that may have bearing on the implementation of an
altemative depot maintenance management structure. The primary focus involves
potential imitations on the authority of the Secretary of Defense fo reorganize DoD in
light of the Goldwater-Nichols DoD reorganization Act of 1986, set forth at 10 U.S.C.
Section 111 et seq. ("Goldwater-Nichols”) and Issues under the Defense Base Realignment
and Closure At of 1990 ("BRAC™). Pub. L. No. 101-510 Section 2901 et seg. Any or all of
the alternatives may require supporting legisiation in order to implement.

Goldwater-Nichols. which reorganized and strengthened certain elements of
DoD. was the culimination of a series of studies and hearings by Congress and the
Packard Commission. One of the central pumposed of Goldwater-Nichols was to "clarify
the roles, responsibilities, and authority of senlor civilian officials and senior military officers
of (DoD.)* S. Rep. No. 99-280, 99th Cong.. 2d Sess. 2 (1986). Goldwater-Nicholas
enumerated the powers and duties of the Secretary of Defense as well as the powers
and duties of the Service Secretaries. In addition, Goldwater-Nichols specifically
modified the authority of the Secretary of Defense to reorganize DoD.

Prior to the enactment of Goldwater-Nichols, the Secretary of Defense had the
ability to *(t)ransfer. reassign, consolidate, or abolish any DoD function, power, or duty,
including those vested by law in DoD or in a DoD officer, official. or agency.” S. Rep. No.
99-280, 99th Cong.. 2d Sess. 13 (1986), reprinted in 1986 U.S.C.C.A.N. 2181 (citing old
section of statue). In Goldwater-Nichols, Congress curbed this broad grant of legisiative
authority by repealing that portion of the statute that enabled the Secretary of Defense
to change functions, powers, and duties specified in iaw and requiring Congressional
approval of such changes in its normal legislative process, except In time of hostilities or
imminent threat of hostliities when the President is authorized to transfer, reassign, or
consolidate functions, that the congress has expressly created a function, power, or duty
and has specifically assigned it to an entity created by the Congress, the Secretary of
Defense's authority to reassign, transfer, or consolidate Is limited. See 10 U.S.C. Section
125.

Many of the management altematives considered appear to change or
eliminate Service Secretary functions and responsibilities set forth In statute. Therefore, a
detailed review and analysis by the DoD General Counsel would be in order to
determine whether legisiation would be required to support implementation of a specific
atternative selected.

In addition to Goldwater-Nichols Issues, the five proposals may ralse issues under
BRAC which may need legal review. To the extent that any of the proposals require
realignment of the organizations and closure of activities as defined in the statue, BRAC
procedures would have to be followed and appropriated funds could not otherwise be
used for such efforts. Whether closure or realignment is involved may need to be
determined by counsel.




APPENDIX F

DEFENSE DEPOT MAINTENANCE MANAGEMENT
ALTERNATIVES

This Appendix provides a complete description of the Four Depot Maintenance
Management Alternatives. In addition, this Appendix includes a Table starting
on page F-28 that compares the alternatives with regard to functions performed.
The alternatives start on the pages indicated below:

¢ Empowered Defense Depot Maintenance Council, page F-2
¢ Executive Service Depot Mainténanee Management
with and empowered DDMC, page F-7
e Joint Depbt Maintenance Command, page F-15
o Defense Depot Maintenance Agency, page F-23
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CONCEPT PAPER FOR AN

EXECUTIVE SERVICE DEPOT MAINTENANCE MANAGEMENT

WITH AN EMPOWERED DDMC

A. Overview

1. The current Defense Depot Maintenance Council (DDMC) and related depot
maintenance management structure has limited cross-service control of depot maintenance
business decisions. Its principal focus has been on managing to implement the efficiencies and
attain the savings called for by the Defense Management Review. The result has been great
difficulty making substantial changes in depot capacity and business processes. Needed are:

¢ Broader-based, more fundamental downsizing decisions to include cross-service resizing
of depot capacity to match changing force structure,

e A standard, DoD-wide structure for managing and operating depot-level maintenance,
and

o Common maintenance procedures, cost systems, and information systems.

2. Proposed in this paper is an empowered DDMC that provides oversight of the entire
breadth of the Department's depot maintenance operations, develops coherent DoD-wide policies,
makes decisions in a limited number of key areas, and, in general, exercises the authority of the
Secretary of Defense to provide effective, integrated depot maintenance management. A decision
support process would be developed to provide consistent decision support information, highlight
necessary decisions, and elevate decisions to appropriate levels. The Components retain
operational control of actual depot maintenance operations, organic and contract, and are
responsible for implementation of approved business plans.

The chair of the DDMC will be the incumbent in the newly established position of the
DUSD(L). The membership of the DDMC will include the DUSD(L), and a designated
representative from the Army, Navy, Air Force, Marine Corps, JCS and DLA. Figure 1 provides
a notional organizational approach. The members will vote on issues and programs raised to the
DDMC level; the chair will promulgate decisions through the appropriate means, e.g., decision
memoranda and policy statements. All seven members will each have one equal vote and a
simple majority rule will decide all issues. Those decisions requiring additional authority or
those issues that cannot be resolved will be elevated to the Board of Directors (described below),
the USD(A) or to the Secretary or Deputy Secretary of Defense, as may be appropriate.

Unlike the current DDMC, the empowered DDMC will have well-defined decision
making authority in specific areas of responsibility. However, as with the current DDMC
structure, the Components will retain responsibility for and control of the resources for program
execution. The empowered DDMC will function as the decision maker and management
integrator in DoD depot maintenance operations areas such as the following:

a. Industrial support policy for depot level maintenance
b. Consolidated planning
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¢. Coordinated resourcing

d. Standardized business practices

e. Significant business decisions

f. Integrated capacity management to include downsizing decisions
(e.g., BRAC95)

The empowered DDMC will be supported by a maintenance management support
activity (MMSA) attached to OSD. The MMSA will be responsive to routine management tasks
attendant to their described support role as well as to specific taskings from the DDMC.

EMPOWERED DEFENSE DEPOT MAINTENANCE COUNCIL
DepSecDef
Corporate Board of
I USD(A) I—— Directors
‘ Service
ODUSD(L) I Serwaren
_r—‘ DDMC
Maintensnce
Mansgement
Support
Activity
JCs Services DA
Commands
& Depots

Figure 1. Relationship to Other Offices, Commands, and Agencies

3. Itis important to understand the relationship of the empowered DDMC management
concept to Service headquarters, combatant commands, materiel commands, system managers,
item managers, and others from the standpoint of functions assumed and not assumed. The
relationships would be as shown in the following table:
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Function/Area Empowered DDMC Responsibility Comment
Overall policy on depot Supports development of internal Broad policy promuigated by
maintenance process [ policies; approves implementation of Deputy Undersecretary of Defense
such policies. Recommends where Logistics ’
policy affects external commands and
: agencies
Determining requirements for Supports Responsibility of Services

depot maintenance

CORE Develops overall guidelines; reviews In coordination with Services
results of guideline application.

Depot posture/business Promulgates guidelines; decides above

planning and maintenance set thresholds

workload assignments

Source of repair decisions

Provides general guidelines; establishes
criteria; decides above set thresholds

In coordination with Services

Downsizing

Develops broad goals and provides
guidelines; develops uniform criteria;
integrates as necessary and determines
final posture

In coordination with affected
Services

Depot maintenance business
practices and performance

Develops requirements; approves and
reviews implementation

Serves to standardize where
appropriate; reviews results from

measures an integrated perspective

Depot maintenance information | Provides general guidelines; Focuses on | Works to establish comparability

systems (cost, workload any needed standardization and uniformity

control, resource allocation,

industrial engineering)

Depot maintenance methods Facilitates sharing of information

and procedures

Procurement Oversight; guidelines for competition Services are responsible for

programs public-public, public-private, and

private-private depot maintenance
_procurement

DBOF budget Reviews from an integrated perspective; | Services develop budgets; DDMC

uses limited number of controls to advocates after their review and
balance overall program approval
Contingency response forces Ensures DoD has established Service or jointly developed and
(e.g., battle damage repair appropriate capabilities supported capabilities
teams and in-theater depot(s))
Human resource management | Broad policy; advocates appropriate Supported by beadquarters

policy within DoD and with external commands, materiel commands,
constituencies etc.
Ownership of Maintenance Coordination of facility use and capital | Services retain ownership of
Production Facilities and improvements above set thresholds facilities and responsibility to plan
Resources for and advocate resources
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B. Why Do It, How Does it Work?

4. The motivations for moving to an empowered DDMC structure are centered on the
complexity of developing and implementing alternative management structures in a timely and
effective manner. The fundamental issue appears to be providing integrated management for a
limited number of recurring policy and resource decisions. These decisions become increasingly
more important during the transition to a smaller depot infrastructure. Depot maintenance as a
process is, however, an integral part of a larger logistics infrastructure and is intricately
interwoven into the fabric of support for DoD weapon systems and equipment. Each Component
has tailored its depot maintenance support structure to meet its unique maintenance needs as well
as to operate effectively within the Component logistics structure and overall organization. Depot
maintenance is, therefore, not so easily segregated to establish centralized agencies, commands,
or other combined organizations. ‘

The empowered DDMC addresses the need to provide integrated management of a
number of key elements within the DoD depot maintenance program. Through broadening the
charter of the DDMC to go beyond effective implementation of the Defense Management Report,
the DDMC is granted the perspective necessary to deal across the entire spectrum of depot
maintenance operations. Institutionalizing the decision making authority in the DDMC provides
a viable way to make the necessary decisions that provide control of the integrated program. The
DDMC provides centralized management (for a limited number of program and decision
variables) and decentralized program execution (through an already established infrastructure that
is fully integrated with the Service's combat and weapon systems management concepts).

5. The necessary decision-making authority to effectively manage DoD depot
maintenance resides in the SecDef chain. To strengthen the DDMC, a decision support process
that includes a limited number of controls is required. The DDMC focus will be on a limited
number of key decisions that require an integrated perspective and provide effective overall
control of DoD depot maintenance operations. The DDMC will elevate the decision level when
appropriate to ensure effective implementation of decisions. To enhance the effectiveness of the
empowered DDMC, a "Board of Directors” will be established. The Board, which would be
comprised of (for example) the USD(A) and the Service Undersecretaries, would come into play
should the DDMC not be able to resolve a particular issue or reach a decision.

Decision implementation is through Service chains of command and management
structures. The DUSD (L) chairs the DDMC. The composition of the empowered DDMC is
described above in paragraph 2. When issues cannot be resolved by the DDMC, they will
determine the appropriate course of action, e.g., submit the issue to the Board of directors or to
the USD(A) or DepSecDef.

Decision parameters will be established for a limited number of key elements, e.g.,

Workloading

Budgeting

Capital investment and dis-investment
Technology introduction

Business strategies and support systems

6. The DDMC is supported by a maintenance management support activity (MMSA).
There is a permanent head of the MMSA who shall be an SES-level director. The joint
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community provides membership for the permanent MMSA, which serves as a monitoring,
planning and information staff. The empowered DDMC and its support structure will provide an
opportunity to streamline the current interservice support structure and eventually would subsume
much of that structure's operations. The Director of the MMSA will,

o Develop the decision support concept, e.g., identify control elements and information
needed to support DDMC operations

o Facilitate and oversee consolidated planning; develop integrated plan;

¢ Monitor plan implementation

o Develop DDMC operating procedures and agendas

The DDMC is an ad hoc group with scheduled periodic meetings. DDMC meetings will
address recurring topics (e.g., as in decision parameters described above) in a methodical manner.
Other topics may be introduced thru agenda development by the Components, by OSD or by the
MMSA. Triggers" are established to raise decisions to DDMC level, e.g.:

o Workloads - inter-depot (into or out of a single depot) or change of source workloads
exceeding on a cumulative fiscal year basis 100 DLY's annually

o Budgeting - deviations from Corporate Business Plan of xx percent

o Capital investments - total by depot and specific projects exceeding $100K in value

e Technology introduction - Introduction of any new technology; adaptation or expansion
of existing technologies '

o Business strategies and support systems - competition programs (i.e., specific
competitions for pending year); changes in maintenance concepts such as those affecting
where levels at which maintenance is performed; contract to organic mix; support plans
for new acquisition weapon systems and equipment

The Board of Directors meets only as required to address specific issues.

The DDMC is also notified of changes in operating procedures, organizational changes
through submissions to the secretariat or to the supporting MMSA. Special meetings of the
DDMC will be held to address specific topics when required such as BRAC, CIM, and special
studies. An integrated Corporate Business Plan is developed annually with Service inputs and
DDMC approval.

F-7




DM Study Report Draft #2 07/29/93

| CONCEPT PAPER FOR AN
EMPOWERED DEFENSE DEPOT MAINTENANCE COUNCIL

WITH EXECUTIVE SERVICE MANAGEMENT

A. Overview

1. The current Defense Depot Maintenance Council and related depot maintenance
management structure has limited cross-service control of depot maintenance business decisions.
Its principal focus has been on managing to implement the efficiencies and attain the savings
called for by the Defense Management Review. The result has been great difficulty making
substantial changes in depot capacity and business processes. Needed are:

¢ Broader-based, more fundamental downsizing decisions to include cross

e service resizing of depot capacity to match changing force structure,

¢ A standard, DoD-wide structure for managing and operating depot-level maintenance,
and :

¢ Common maintenance procedures, cost systems, and information systems.

2. Proposed in this concept paper is an empowered DDMC that provides oversight of the
entire breadth of the Department's depot maintenance operations, develops coherent DoD wide
policies, makes decisions in a limited number of key areas, and, in general, exercises the authority
of the Secretary of Defense to provide effective, integrated depot maintenance management.
Included in this proposal is the establishment of an Executive Service (ES) by category depot
maintenance structure throughout the Services. As a notional example, USN could be ES for all
ships and watercraft, USAF for all fixed wing aviation, USMC for amphibious equipment and
the Maritime Prepositioning Force (MPF) program, and USA for all ground equipment.

Because there is no truly clean partitioning of workloads at the depots, which other than
for ships, are all multi-commodity facilities, the initial assignment of Executive Service would
have to be determined by the empowered DDMC. This could be accomplished by the notional
breakout above or some other such as—technology, skills, etc. During the initial phase, depots
could be assigned to an Executive Service based on largest percent of workload falling in any one
category. It would be the responsibility of the empowered DDMC to make future decisions
which would better align the depot structure.

A decision support process would be developed to provide consistent decision support
information, highlight necessary decisions, and elevate decisions to appropriate levels. The chair
of the DDMC will be the incumbent in the newly established position of the DUSD(L). The
membership of the DDMC will be structured to properly align with this newly created position.
Figure 1 provides a notional organizational approach. While members will vote on issues and
programs raised to the DDMC level, the chair will have final decision-making authority. Those
decisions requiring additional authority or those that cannot be resolved will be elevated to the
Board of Directors, the USD(A) or to the Secretary or Deputy Secretary of Defense, as may be
appropriate. The ES will assume control over all Depot Maintenance Business Areas of the
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Defense Business Operations Fund (previously DMIF) operations/resources at the Depots
assigned to that category. Ouly plans, policies, and decisions relative to DMIF activities will be
covered by the ES maintenance Systems. The staff of the ES would be made of existing
organizations, authorizations, and structures within the Logistics Command given the Executive
assignment.

Unlike the current DDMC, the empowered DDMC will have well defined decision
making authority in specific areas of responsibility. However, as with the current DDMC
structure, the ES will retain responsibility for and control of the resources for program execution.
The empowered DDMC will function as the decision maker and management integrator in DoD
depot maintenance operations areas such as the following:

a. Industrial support policy for depot level maintenance

b. Consolidated planning

c. Coordinated resourcing

d. Standardized business practices

e. Significant business decisions

f. Integrated capacity management to include downsizing decisions
(c.g., BRAC 95)

The empowered DDMC will be supported by a maintenance management support activity
(MMSA) attached to OSD. The MMSA will be responsive to routine management tasks
attendant to their described support role as well as to specific taskings from the DDMC or the
DDMC Secretariat. The MMSA staffing authorizations will come from the current Joint Depot
Maintenance Analysis Group (JDMAG) which this option does away with.

The mission of the ES assignment would be to conduct the most efficient, customer-
responsive, depot maintenance operation possible. Under this concept the Services would
maintain control over their own mission and depot maintenance requirements determination,
weapon systems management and inventory control points.

Consolidation under this concept will be done in such a manner that it provides the
operational units the best value (cost, quality, and schedule). Because current force structure and
budgetary projects reflect continued reductions the ES must be given the authority to aggressively
pursue consolidations of similar workloads to eliminate unnecessary redundancies and increase
efficiency. Consolidation studies will be managed by the ES while the Service owning the depots
will perform all analysis on depot closures and realignments. The ES will be responsible for
making depot closure recommendations. Any such decisions on closure of depot activities and
/ot bases hosting the depots will be made by the DDMC with DUSD(L) approval.

The ES will assure all customers are provided ready affordable support. The Joint Depot
Maintenance Center Director (described below) will make all Source of Repair decisions for the
assigned category of Depot Maintenance, control all capital investments/divestitures within
category depots, establish uniform measures of performance for DMIF operations, set broad
reaching guidance, direction, and policy for operations and budgeting processes, and establish an
infrastructure that guarantees support of customer needs both in periods of peace and contingency
operations. To aid in accomplishing this objective the ES will have decision authority for use of
all DMTF resources (manpower, equipment, and facilities) at depots assigned.
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Day-to day operations between depots under an ES and the weapon system manager will
be direct between the manager and responsible workloader/business planner at the assigned
Source of Repair (SOR). These operations will include such things as workload negotiations,
changes in requirements, funding increases/reductions, and technical data changes.

A three-star (notional rank) Joint Depot Maintenance Center Director will act as the
single source of management information and is responsible for corporate depot maintenance
business plans and decisions. The Director and Deputy positions will be rotating positions with
no one Service holding both positions at the same time. The recommended tour of assignment
would normally not exceed three years.

The Director will report through the Commander of the Service Logistics Organization
given ES responsibilities. The Director position will rotate among the Services having workload
within the category (e.g., Navy, Army, Marine Corps, and Air Force for aviation; Army, Air
Force, and Marine Corps. for ground equipment). The ES headquarters will be co-located with
the ES Logistics Commander and supported by a multi-Service staff (Joint Depot Maintenance
Center) to be manned by a proportional number (to workload in direct labor actual hours) of
military and civilians from each supported Service. The mix of military and civilian personnel
will be determined by the supported Service. ‘

Services will retain control over depot activities by selecting their own depot
Commanders. However, the depot Commanders will report to the Director on matters pertaining
to DMIF operations. The DMIF staffs at depots managed by the Director will have joint staffs in
all management positions.

Empowered Defense Depot Maintenance
Council With Executive Service Management

DepSecDef @

USD(A) s LOGISTICS
I COMMAND
COMMANDER
ODUSD(L)
[ DDMC
l I EXECUTIVE SERVICE
MAINTENANCE DEPOT MAINTENANCE
MANAGEMENT Jcs DLA JOMC DIRECTOR
SUPPORT
ACTIVITY JOINT DEPOT
MAINTENANCE
CENTER (JOMC) DEPOTS
e DUPLICATED IN EACH EXECUTIVE SERVICE
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B. Relationship to Other Offices, Commands, and Agencies

3. It is important to understand the relationship of the empowered DDMC management
concept to service headquarters, combatant commands, material commands, system managers,
item managers, and others from the standpoint of functions assumed and not assumed. The
relationships would be as shown in the following table:

FUNCTION/AREA Empowered DDMC /Executive
Service Respousibility Comment
Overall policy on depot DDMC Supports development of Broad policy promulgated by

maintenance process

internal policies; approves ES
implementation of such policies.
Recommends where policy affects
external commands and agencies

Deputy Undersecretary of Defense
Logistics

Determining requirements for Supports Responsibility of services
depot maintenance
CORE DDMC develops overall guidelines; DDMC coordinates with Services
reviews results of guideline application. | whereas ES coordinates with
ES has responsibility for development assigned depot maintenance
of core numbers. functions
Depot posture/business DDMC promuigates guidelines; decides | In coordination with Program
planning and maintenance above set thresholds and the ES has Executive Officers and Program
! workload assignments responsibility for processes and decision | Managers
making
Source of repair decisions DDMC provides general guidelines; DDMC coordinates with Services
establishes criteria; decides above set and the ES coordinates with
thresholds. ES has decision authority Program Executive Officers and
Program Managers
Downsizing DDMC develops broad goals and In coordination with affected
provides guidelines; develops uniform commands and agencies subject to
criteria; integrates as necessary and interservice review process
determines final posture on a DoD level.
ES is responsible for implementation
and plans development within depots
assigned.
Depot maintepance business DDMC develops requirements; DDMC serves to standardize where
practices and performance approves and reviews implementation appropriate; reviews results from
measures and ES develops and implements an integrated perspective and ES
will standardize and gather data
within assigned depots
Depot maintenance information | DDMC provides general guidelines; Works to establish comparability
systems (cost, workload Focuses on any needed standardization | and uniformity
control, resource allocation, and ES recommends standard functional
industrial engineering) requirements
Depot maintenance methods DDMC facilitates sharing of ES is responsible for the efficiency
and procedures information and ES establishes policies | of operations
within assigned depot structure and
implements
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Procurement DDMC provides oversight; guidelines Services are respoasible for public-
for competition programs and the ES public, public-private, and private-
manages the competition program private depot maintenance
within Service. ES acts as a seller rather | procurement. System managers are
than a buyer responsible for public-public,
public-private, and private-private
depot maintenance procurement
DMIF budget DDMC reviews from an integrated Services develop budgets within
perspective; uses limited sumber of DoD guidelines and assure
controls to balance overall program. ES |} consistency among all assigned -
has responsibility for guidance and depots; DDMC advocates after their
development review and approval
Contingency response forces DDMC ensures DoD has established Service or jointly developed and
(c.g., battle damage repair appropriate capabilities and ES plans for | supported capabilities
teams and in-theater depot(s)) and trains for in peacetime, deploys in
wartime. .
Human resource management DDMC develops broad policy; Supported by beadquarters
advocates appropriate policy within commands, material commands,
DoD and with external constituencies etc.. Levels driven by Source of
and ES has responsibility for all DMIF | Repair assignments and customer
funding.
Ownership of Maintenance DDMC is responsibie for coordination | Services retain ownership of
Production Facilities and of facility use and provision of resources | facilities and responsibility to plan
Resources above sct thresholds. ES has for and advocate resources. The ES
responsibility and ownership within has responsibility for all budgeting,
assigned depots approval, and validation of need.

C. Why Do It, How Does it Work?

4. The motivations for moving to an empowered DDMC/ES structure are centered on the
complexity of developing and implementing alternative management structures in a timely and
effective manner. The fundamental issue appears to be providing integrated management for a
limited number of recurring policy and resource decisions. These decisions become increasingly
more important during the transition to a smaller depot infrastructure. Depot maintenance as a
process is, however, an integral part of a larger logistics infrastructure and is intricately
interwoven into the fabric of support for DoD weapon systems and equipment. Each Service has
tailored its depot maintenance support structure to meet its unique maintenance needs as well as
to operate effectively within the Services logistics structure and overall Service organization.
Depot maintenance is, therefore, not so easily segregated to establish centralized agencies or

commands.

The empowered DDMC/ES structure addresses the need to provide integrated
management of a number of key elements within the DoD depot maintenance program. Through
broadening the charter of the DDMC to go beyond effective implementation of the Defense
Management Report, the DDMC is granted the perspective necessary to deal across the entire
spectrum of depot maintenance operations. Institutionalizing the decision making at the

ODUSD(L) level provides a rational way to make the necessary decisions that provide control of
the integrated program. The DDMC/ES concept provides centralized management (for a limited
number of program and decision variables) and decentralized program execution (through the ES
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for a commodity grouping and already established infrastructure that is fully integrated with the
Service's combat and weapon systems management concepts).

Paramount to the acceptance of this process is the fact that it integrates not only the
decision processes but the service maintenance staffs. It establishes no new organizations nor
creates any requirement for manpower (overhead). As an example the current JDMAG
authorizations can be utilized to establish the Maintenance Management Support Activity
(MMSA) described below.

5. The necessary decision-making authority to effectively manage DoD depot
maintenance resides in the SecDef chain. To strengthen the DDMC a decision support process
that includes a limited number of controls is required. The DDMC focus will be on a limited
number of key decisions that require an integrated perspective and provide effective overall
control of DoD depot maintenance operations. The DDMC will elevate the decision level when
appropriate to ensure effective implementation of decisions. To enhance the effectiveness of the
empowered DDMC, a "Board of Directors” will be established. The Board, which would be
comprised of (for example) the USD(A) and the Service Undersecretaries, would come into play
should the DDMC not be able to resolve a particular issue or reach a decision.

Decision implementation is through Service chains of command and management
structures. The DUSD (L) chairs the DDMC and is the decision-maker. The composition of the
empowered DDMC includes the Service Logistics Commanders/DLA Commander who
Commander serve as voting members and advisors. When a conclusive vote cannot be made, the
Chair of the DDMC exercises his decision-making prerogative; such prerogative may also be
exercised when the Chair does not concur with the results of a vote. The option to raise an issue
to the Board of Directors level will be a DDMC decision.

Decision parameters will be established for a limited number of key elements, e.g.,

Workloading

Budgeting

Capital investment and dis-investment
Technology introduction

Business strategies and support systems

6. The DDMC is supported by a maintenance management support activity (MMSA).
There is a permanent head of the MMSA who shall be an SES-level director. The joint
community provides membership for the permanent MMSA, which serves as monitoring,
planning, and information staff. The empowered DDMC and its support structure will provide an
opportunity to streamline current interservice support structures and eventually would subsume
much of that structure's operations. The Director of the MMSA will:

o Develop the decision support concept, e.g., identify control elements and information
needed to support DDMC operations

o Facilitate and oversee consolidated planning; develop integrated plan;

e Monitor plan implementation

e Develop DDMC operating procedures and agendas
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The DDMC is an ad hoc group with scheduled monthly meetings. The Executive
Support Group also meets monthly, prior to the scheduled DDMC meeting. Monthly DDMC
meetings will address recurring topics (e.g., as in decision parameters described above) in
methodical manner. Other topics may be introduced through agenda development by the
Components, by OSD, or by the MMSA. "Triggers" are established to raise decisions to DDMC
level, e.g.:

¢ Workloads - inter-depot (into or out of a single depot) or change of source workloads
exceeding on a cumulative fiscal year basis 100 DLY's annually
Budgeting - deviations from Corporate Business Plan of xx percent

o Capital investments - total by depot and specific projects exceeding $100K in value

e Technology introduction - Introduction of any new technology; adaptation or expansion
of existing technologies regardless of funding source

+ Business strategies and support systems - competition programs (i.e., specific
competitions for pending year); changes in maintenance concepts such as those affecting
where levels at which maintenance is performed; contract to organic mix; support plans
for new acquisition weapon systems and equipment

The Board of Directors meets only as may be required to address specific issues.

Similar procedures would be developed for use by the ES in its posture planning
processes. Issues or decisions not resolved at the ES level will be elevated through the normal
DDMC operating procedures described above.

The DDMC is also notified of changes in operating procedures, organizational changes
through submissions to the secretariat or JDMC inputs to the supporting MMSA. Special
meectings of the DDMC will be held to address specific topics when required such as BRAC,
CIM, and special studies. An integrated Corporate Business Plan is developed annually with
Service inputs and DDMC approval.

The reasons for selection of the ES concept are that it recognizes the synergism of
combining similar technologies, improving business practices and the need to downsize our
organic industrial complexes. However, paramount to any efforts made in this area is the
requirement to preserve or enhance the Services ability to rapidly satisfy changes in maintenance
priorities for primary weapon systems and their components. This must be done while assuring
no degradation in peacetime, contingency, deployment and reconstitution support to our military
customers. A key element in any management structure's success will be the ability of the of the
system owner and operational commanders to participate and influence the decision making
process.

The ES Management concept provides a structure that can achieve both mission support
and economic objectives. This is possible because there is very little disturbance of the existing
maintenance, item management, and operational structure that currently exist. It provides a single
focal point for customer involvement through the integrated structure of a single headquarters and
maintenance center point of contact. Because it is a joint service structure with inputs from all
customers in the decision making process joint service acceptance of key decisions will be much
more likely to receive acceptance. By making the management structure joint in nature at both
the headquarters and center level the crossfeed of lessons leamed, technology, and maintenance
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knowledge will allow the organization to promote standardization of processes, eliminate barriers
to interservicing ,and gain customer support.

The organizational structure under this concept promotes direct communications rather
than adding layers of management in that it uses existing service management structures, and
posture/business planning processes. Total oversight of the DoD depot maintenance program is
still provided by the DDMC and OASD. Oversight of workload categories are provided by the
ES. By developing a joint staff concept there is a reduction in duplicate staffs between the
Services.
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CONCEPT PAPER FOR AN
JOINT DEPOT MAINTENANCE COMMAND
(JDMC, DMCOM)

A. Overview

1. JDMC would be a joint command with the functional mission of efficient, effective
Defense depot maintenance. While it would not ‘own’ the personnel or physical plants of the
depots, it would control their capability assignments, priorities, capital investments, MILCON,
and income from DBOF/DMIF budgets.

2. As shown in Figure 1-1, JDMC would be commanded by the Commander-in-Chief of
Depot Maintenance (CINCDM). CINCDM would be a four-star combatant commander
empowered by a SECDEF-recommended Presidential modification of the Unified Command Plan
under Title 10 Chapter 6, and would report to the Chairman of the Joint Chiefs of Staff. The
creation of DMCOM would not require formal Congressional approval. The billet of CINCDM
would be rotated among the Services.

3. CINCDM would be supported directly by his Deputy for Joint Requirements
Integration and a joint staff of systems maintenance experts and analysts. This staff would
provide expert technical knowledge, and review Service depot maintenance requirements for
integrated solutions which would optimize efficient spending on depot maintenance. DMCOM's
infrastructure would be created by absorbing the commanders from each Service who are
responsible for managing the depots and depot maintenance of their Service (Most of DESCOM
and parts of NAVSEA, NAVAIR, CGMCLB, and AFMC).' The commanders would be assigned
as component commanders for five groups of warfare systems as shown in Figure 1-1. Other
systems not immediately described by the title of the component commanders would be delegated
by CINCDM or assigned during the implementation planning for DMCOM. CINCDM would
become the Reporting Senior for his warfare system component commanders who would bring
with them the staffs and subordinate commanders who provide depot leadership and manage the
incorporation of depot maintenance into the plans of procurement, engineering, and item
management decisionmakers for their Service. (Item and system managers would not come with
the depot maintenance management staffs but would remain with the Services.) The Service
depot maintenance management staffs would be combined into joint offices where possible, and
reorganized in a standard configuration to provide each warfare system component commander
an equal level of interface with JDMC. Warfare system component commanders would be
flag/general officers senior to depot commanders.

4, After consolidation and elimination 6f redundant billets, and creation of the CINC's

personal staff billets, the JDMC staff would probably be smaller than the combined billets of the
current Service depot maintenance management staffs.
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Figure 1.1. Joint Depot Maintenance Command (JDMC)
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S. JDMC could be located anywhere all of the flag/general officer requirements could be
accommodated. A metropolitan Washington, DC location would be preferred, although not
necessary. Wherever located, CINCDM would not be dual-hatted with any other Service function
to avoid the appearance and reality of parent Service pressure on his joint perspective on depot

maintenance.

Service Requirements for Depot Mx -
from Acquisition, Engineering,
ltem Managers (including Core)
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6. Although a DMCOM would allow each Service to retain organic depots, work would
be assigned to all depots based on joint decisions and CINCDM's priorities, not simply by
sending equipment to depots of the owning Service.

7. With a JDMC, the Services would continue to have Program Objective Memorandum
(POM) and budgeting responsibilities for depot maintenance. DMCOM would be the sole source
for providing depot maintenance, both organic and contract, and would receive Service
requirements for depot maintenance through its component commanders.

8. Using recommendations for most efficient joint utilization of depot funds, CINCDM
would make integrated Source of Repair (SOR) and workload assignments for each system and
component. A fundamental decision will be whether to conduct organic depot maintenance or
contract for the work. Criteria for this decision will include cost effectiveness, desired
redundancy, skills maintenance, consolidation of technology, and retention of surge capacity. As
the coordinator of all contract maintenance, DMCOM will review existing and potential contracts
to consolidate workloads under contracts which provide economies of scale and the least cost to
the buyer. Administration of depot maintenance contracts will be assigned to appropriate warfare
system component commanders. To make an accurate assessment of the most efficient, capable
sources of depot maintenance, standardized reporting of costs by all depots would be required by
the JIDMC. After balancing all considerations, CINCDM will provide direct his component
commanders to respond to Service requirements with an organic capability or a contract and the
cost of the work. The Services will then be able to direct their workloads and DBOF/DMIF
expenditures to the designated facilities.

9. After an initial review of all capabilities and requirements, CINCDM may elect to set
a threshold for workloads below which component commanders may deal directly with a Service
without joint requirements integration if no capital investment is required.

10. Component commanders would provide depot maintenance requirements to
DMCOM for their Service, and manage their warfare systems’ depot maintenance through their
assigned depots and contracts. While planned depot maintenance requirements would be
integrated with those of other Services by the Deputy for Joint Requirements Integration, to
provide flexible response in contingencies, component commanders would have the authority to
provide immediate response by their depots to emergent requirements which meet certain criteria
such as:

a. Require quick response (less than 60 days);
b. Are less than 10 thousand direct labor hours (KDLH), and/or;
¢c. Are of short duration (less than 90 days).

11. CINCDM would review and approve all plans for capital investments and MILCON
within depot facilities. Some threshold may prove necessary to avoid inhibiting beneficial
discretionary spending while still preventing unplanned duplication of capabilities or investment
in facilities targeted for eventual disposal.
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12. By directing inputs from DBOF/DMIF accounts to each depot, DMCOM would:

a. ensure depots meet cost goals and accept workloads per SOR criteria;
b. control depot capability growth and downsizing, and;
c. phase out facilities which should be closed due to inefficiency or unnecessary

redundancy.

13. Warfighting CINCs would advise DMCOM of mission essential systems while the
Services would provide requirements for core capabilities. CINCDM would then integrate depot
capabilities to meet these requirements in the most efficient manner.

14. DMCOM would participate in the engineering, development and procurement
planning for new systems, and assume responsibility for meeting Service requirements with an
organic capability or contractor depot maintenance for the system.

15. To stabilize the depot maintenance effort and allow effective planning, CINCDM
would assume responsibility for broad policy and goal-setting for all depots. DMCOM would
coordinate a business plan for depot maintenance at least annually to advise expected
performance, standards and metrics for depot commanders.

B. Functional Relationships. Functional relationships of JDMC with
other commands are shown in Table 1-1.

Table 1-1. JDMC Functional Relationships

Function/Area JDMC Respounsibility Comment
Overall policy on depot Recommends and implements Broad policy promulgated by
maintenance process where policy affects external Deputy Undersecretary of
commands and agencies; Defease Logistics
responsible for internal policy
Maintenance production Controls with Service ownership | Services staff and maintain
function facilities
Determining requirements for Supports Responsibility of services
depot maintenance
Core Provides integrated capabilities | Integrates combatant
commander essential systems
and Service essential skills needs
Depot posture/business planning | Decides
and maintenance workload
assignments
Mobilization planning and Performs in coordination with
determination combatant commands and
Service managers
Source of repair decisions Decides In coordination with Program
Executive Officers and Program
Managers
Dowusizing Determines through workload Services present closure
assignments recommendations
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Depot maintepance business Develops and implements
practices and performance
measures
Depot maintenance information | Controls standard functional
systems (cost, workload control, | requiremeats for and develops.
resource allocation, industrial
engineering) Defines maintenance interface to
CIM
Depot maintenance methods and | Develops and implements
procedures
Procurement/contracting Is a seller of depot maintenance, | Service system and item
not a buyer. managers retain responsibility
for buying depot maintenance,
Through business planning whether from organic or contract
process, and in conjunction with | sources
Service system and item
managers, decides if workload
will be performed in-house or
commercially.
Depot Maintenance Industrial Controls inputs to depots from Oversight for Service depot
Fund (DMIF) segmeant of DBOF/DMIF operating, MILCON and capital
Defease Business Operating budgets
Fund (DBOF)

Contingency response forces
(e.g.. battle damage repair teams

Plans for and trains for in
peacetime, deploys in wartime

and in-theater depot(s))

Human resource management Manages own staff personnel Depots staffed by Services
Maintenance production Services own JDMC directs workload
facilities and resources . assignments above threshold

C. Military Responsiveness In a Contingency.

1. As a functional combatant CINC, CINCDM would enhance the contribution of the

depots to warfighting effectiveness by having the same operational commander (the Joint Chiefs)
as the regional combatant CINCs. Instead of dealing with the current system of separate,
independent, and often redundant Service command structures, the Joint Chiefs would be able to
direct CINCDM's integrated depot support of all Services with the same authority they have over
the warfighters who rely on the depots. Furthermore, CINCDM's military peer relationship with
combatant CINCs would maximize commonalty of experience and his motivation to support
combat. His subordinate component commanders would provide communications loops to and
from Service authorities. He would have direct access to all Defense depot assets to respond
rapidly to emergent requirements for depot support above the threshold set for independent
response by his component commanders.

2. DMCOM would be a centralized organization which could handle the near-term need
for restructuring the depot inventory by sizing it for efficiency and to meet contingency
projections. Immediately aware of alternative sources of depot repair and able to direct work
requirements anywhere to meet his priorities, CINCDM could take maximum advantage of all
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Services' capabilities to provide responsive depot maintenance at the least cost to DoD. He would
be less inclined than the current individual Service depot managers to enter expensive contracts,
or make capital investments to refacilitize within a parent Service to meet emergent requirements.

3. CINCDM would be evaluated solely for the efficiency and effectiveness of depot
maintenance both in peace and in crisis. He would have total military accountability. As their
Reporting Senior, he would hold his component commanders accountable for eliminating
backlogs and inefficiencies during peacetime while optimizing (not maximizing!) organic and
contractor depot maintenance capabilities for contingencies. This would institutionalize an
interservice effort to eliminate unnecessary duplication and excess capacity where there is no
supporting rationale.

4. With DMCOM, the CINCs and the Services would still be responsible for identifying
core systems and skills to fulfill contingency missions and maintain a DoD skill base. CINCDM
would consolidate Service requirements, and configure the depot inventory to meet these
contingency requirements in the most efficient manner without creating unnecessary redundancy.
He would review commercial industrial capability and make decisions which support all Defense
components, avoiding redundant contracts awarded by individual Service commands.

D. Military Responsiveness in Peacetime

1. CINCDM would be motivated, even if just for his own career development, to support
the objectives of the Joint Chiefs by re-engineering the depot inventory, excess capacity, and
duplication to the minimum required. The peacetime benefit of his actions would be a reduction
in depot maintenance to the lowest possible cost thereby freeing funds for readiness production,
and systems research and development. The combination of military accountability for
interservice optimization with military authority maximizes the effect of this new depot
maintenance management organization on readiness improvement. '

2. CINCDM's military experience and primarily military staff would ensure the
commander of depots has a deeply engrained understanding of the critical nature of military
readiness. He could be expected to be as responsive as his budget permits to Service readiness
requirements.

3. DMCOM would restructure management of all depots into one organization. Depot
maintenance policy could be implemented across all Services by one authority which would
simplify interaction with OSD for depot maintenance issues. This unified command would
stabilize the depot inventory, and centralize or decentralize maintenance as appropriate to provide
continuity in the depot SOR for weapon system managers over the life cycle of a weapon system.

4. DMCOM would provide each Service's item managers and weapon system managers
one face accountable for depot maintenance of all components of a system thus maintaining and
possibly improving closeness between the provider and customers of depot maintenance.

5. CINCDM would speak with one voice for all the Services, providing authoritative
advocacy on depot maintenance issues.
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E. Efficiency

1. By every measure - customer costs, infrastructure costs, economies of scale and scope
- a unified commander tasked with maximizing the return from depot maintenance can be
expected to improve efficiency.

2. CINCDM would fully employ the proven tools of cost control, competition, and
modem, standardized business-practices. With Reporting Senior authority over all depot
commanders, he could direct their use of standardized depot metrics, and authoritatively resolve
problems of interpretation.

3. Under CINCDM, the motivation, knowledge and authority to enhance depot
efficiency would be vested in one command. It is expected that interservicing benefits would be
maximized followed by consolidation and a resultant reduction in depot overhead. JDMC would
be able to oversee development of a flexible work force at all depots to optimize manning
efficiency for peacetime requirements and provide responsive contingency capacity when needed.

F. BRAC Process Interface

1. The lessons learned from the protracted creation of USTRANSCOM would be
incorporated into the implementation of DMCOM. Upon approval of the concept, an
implementation plan would be drawn up within 45 days by a Joint Staff working group with
Service participation.

2. Assuming an implementation decision by September 30, 1993 and a 6-month lead
time for order-writing, DMCOM could begin standing up in March 1994, leaving over 6 months
to develop a methodology for nominating depots for BRAC 95.

3. Six months would be a minimal time to prepare for the BRAC 95 opportunity to
divest depot facilities, but the process should be simplified by having one commander to
standardize the methodology. A joint approach to planning depots for the future should reduce
the inventory more than individual, non-integrated Service closure nominations. The military
nature of DMCOM provides the added benefit of leadership by career officers for whom
readiness and support of the warfighters is a prime consideration along with efficiency.

4. While preparing for BRAC 95, DMCOM would be in an optimal position to direct the
work of those depots closed by BRAC 93 to other facilities which won't be nominated to
subsequent Commissions. JDMC can direct the workloads to the most efficient locations
regardless of Service ownership in a manner which avoids having to move the same work twice.

S. Looking beyond BRAC activities, DMCOM would provide continuity and military
leadership for all future depot closure initiatives, whether initiated by a BRAC process, or as a
result of changes in the political administration. JDMC would avoid the possibility of a
non-military manager of depot maintenance evolving into a politically-appointed position over
which the Service chiefs have no influence.
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G. Implementation

1. A joint command with broad responsibilities and authority is an attractive solution to
the Joint Staff but would have to be sold on its merits to other organizations interested in depot
maintenance. Many constituencies would rather not see a command with the span of authority of
JDMC because it can be expected to restructure decisively and force the divestiture of excess
infrastructure.

2. DMCOM would be resisted for characteristics other than its effectiveness. Expected
arguments against it include:

a. A perceived reduction in Service Chief responsibility while unlinking control of the
depots from those charged with employing their output to win wars:

b. The failure of the uniformed military to resolve the depot capacity imbalance to date, and

c. The control of depot maintenance expenditures in congressional districts by other than
political appointees.

3. Even if accepted, these arguments do not mitigate the effectiveness of the unified
command approach, and are less relevant than resolving the problem of excessive costs in depot
maintenance. Unified commands, such as USTRANSCOM, have provided the answer to
integrating multi-Service efforts in areas where parochialism leads to expensive inefficiency,
despite the 'turf battles' such commands induce. DMCOM will probably be met with initial
resistance from proponents of other management alternatives but, if established quickly and with
full authority to make the tough decisions, is the option which best addresses the fundamental
needs of the CINCs and Services, while permanently fixing the problem of depot maintenance
costs and excess capacity.
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CONCEPT PAPER FOR AN
DEFENSE DEPOT MAINTENANCE AGENCY

A. Overview

1. The current Defense Depot Maintenance Council and related depot maintenance
management structure has limited cross-service control of depot maintenance business decisions.
The result has been great difficulty making substantial changes in depot capacity and business
processes. Needed are:

¢ Broader-based, more fundamental downsizing decisions to include cross service resizing
of depot capacity to match changing force structure, '

e A standard, DoD-wide structure for managing and operating depot-level maintenance,
and

¢ Common maintenance procedures, cost systems, and information systems.

2. Proposed in this concept paper is a Defense Depot Maintenance Agency (DDMA)
that reports to the Under Secretary of Defense (Acquisition and Technology) as a peer to the
Defense Logistics Agency (Figure 1). The agency director, who will be an established
professional with extensive experience in depot maintenance activities, will assume control over
all existing depot maintenance operations.

Figure 1: Depot Maintenance Agency

Structure
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The director will be supported by a headquarters staff of 250-300 military/civilian
maintenance management, engineering, comptroller, contracts, and human resources personnel.
No new authorizations are needed. These positions will be created by transferring existing depot
maintenance policy, posture/business planning, facilities/equipment and information systems
billets (as well as the functions) from the services. The agency headquarters will be located in the
metropolitan Washington, DC-area. :

The agency director, assisted by the agency staff, will develop broad goals, policy and
direction for depot activities. As an example, he or she will develop and implement measures of
performance to include cost, capacity, utilization, and quality. In coordination with the services,
the director will develop and implement objective methodologies for nominating core
competencies and determining needed capacity.

The director will directly make mission system, major technology group, and major
subsystem workload assignments among depots by centrally controlling assignments that:

Require any capital investment,

Exceed 50,000 direct labor hours per annum,

Involve more than 30 permanent personnel! authorizations, and/or
Require any military construction program actions.

The director will establish standard business rules for the agency to use in making
assignments below these thresholds, but, consistent with the concept of centralized authority and
decentralized execution, assignments below the thresholds will normally be decided at the depot
level.

The director will recommend to the Deputy Under Secretary of Defense (Logistics) and
Under Secretary of Defense (Acquisition and Technology) depots for reorganization and/or
closure.

In coordination with the program executive officers and program managers, the director
and agency staff will make source of repair decisions for new programs.

The director will prepare budget requests to carry out his or her responsibilities.

B. Relationship to Other Offices, Commands, and Agencles

3. Itis important to understand the relationship of this agency to service headquarters,
combatant cornmands, material commands, system managers, item managers, and others from the
standpoint of functions assumed and not assumed. The relationships would be as shown in the
following table:
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commands and agencies;

Function/Area Depot Maintenance Agency Comment

Responsibility
Overall policy on depot Recommends and implements Broad policy promulgated by Deputy
maintenance process where policy affects external Undersecretary of Defense Logistics

resource allocation, industrial
engineering)

Defines maintenance interface o
CIM

- | responsible for intemal policy

Maintenance production Owns Transferred from service material

function commands to agency

Determining requirements for Supports Responsibility of services

depot maintenance

CORE Determines In coordination with combatant
commands, systems managers, and
itern managers

Depot posture/business planning | Decides

and maintenance workload

 assignments

Source of repair decisions Decides In coordination with Program
Executive Officers and Program
Managers

Downsizing Decides In coordination with affected
commands and agencies subject to
review process

Depot maintenance business Develops and implements

practices and performance

measures

Depot maintenance information | Controls standard functional

systems (cost, workload coatrol, | requirements for and develops.

Depot maintenance methods and
rocedures

Develops and implements

Procurement/contracting

Is a seller of depot maintenance, not

System and item managers retain

a buyer. respoasibility for buying depot
maintenance, whether from Depot
Through business planning process, | Maintenance Agency or from
and in conjunction with system and | commercial sources
item managers, decides if workload
will be performed in-house or
commercially.
Depot Maintenance Business Respoasible for both operating and
Area (i.e., DMIF) of Defense capital budgets
Business Operating Fund
(DBOF) Also responsible for related direct
appropriations (e.g., military
construction, mobilization/surge
capacity)
Contingency response forces Plans for and trains for in
(c.g., battle damage repair teams | peacetime, deploys in wartime
and in-theater depot(s))
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Human resource management Manages agency personnel Administratively supported by

headquarters commands, material
commands, etc.

Maintenance Production Owns Transferred from service material
Facilities and Resources commands to agency

C. Why Do It, How Does it Work?

- 4. The motivations for moving to a Depot Maintenance Agency structure, as opposed to
an enhanced Defense Depot Maintenance Council as an example, are centered in issues of
authority, control, and timeliness during the transition to a smaller depot structure. Achieving
agreement among members of a council (or for that matter any collaborative body), all of whom
bring different agenda to the table is fraught with delay and difficulty and in some cases is not
possible. Further, execution responsibility is diffuse. The need for a hierarchical structure, in
fact, was a lesson leamed during implementation of the Defense Finance and Accounting Service.

The Depot Maintenance Agency resolves the authority and control problem by
centralizing responsibility for depot maintenance operations in a single entity with a single
individual in charge who is the advocate for depot maintenance. It is envisioned that the Director
of the Defense Maintenance Agency would be a flag officer (nominally O-9) or SEES equivalent
during the first four years and then revert to an O-8 or SES equivalent after depot workload and
facilities are stabilized. His or her staff would comprise both military and civil service personnel
with the majority civil service. In order to avoid stove piping over time, the headquarters
assignments of key personnel would be for moderate periods of time, say three years. The
Director of the Agency would be by policy (and possibly statutorily) responsible for military
responsiveness of the agency as well as its efficiency and have the authority to execute this
responsibility.

5. In order to provide the link to the final combat customer and to intermediate
customers such as program, system, and item managers, while stressing integration, the agency
would be aligned along broad combat platform and system lines (e.g., acronautical, sea, ground,
communications). It would not be organized along service lines, an option that would in all
likelihood perpetuate current difficulties in integrating workload. Each broad platform and
system line would be the responsibility of a System Executive (SE), nominally an O-8 or SES
equivalent during the first three years (Figure 2). Additionally, there would be an Executive
Officer for Business Processes and Methods who would achieve standardization of business
practices (via both policy and oversight) and operate the budgeting process. Where more than
one service has a vested interest in a platform/system line, the SE assignments will rotate among
the affected services.

In the near term, roughly through December 1994, the SEs’ primary task will be deciding,
for each platform/system line, how to integrate workload in a way that achieves efficiency in the
face of rapidly decreasing workload while assuring readiness and sustainability in war. By
December 1994, the SEs will recommend, and be prepared to defend, which depots to realign and
or close. All other tasks will be secondary until then.
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The effective link to customers is much more dependent on day-to-day, formal and
informal coordination at the working level than it is on the actions of a headquarters. It is for this
reason that the agency headquarters is intentionally modest in size, will focus on business
planning and broad policy, and directly manage only those actions that are above the thresholds
shown in paragraph 2. The SEs will not necessarily be physically located in the headquarters; if
it makes more sense to collocate with a center of system management or engineering excellence
then that option is available.

Figure 2: Agency Headquarters

Director, Depot
Maintenance Agency

System Executive
(Business Practices & Policy)

1 1 1 1
System Executive System Executive System Executive System Executive
(Aeronautical) (Sea) (Land) (Communications)
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Alternatives Compared with Regard to Functions

Function/Area | Empowered DDMC Executive Service Joint Depot Malntenance Command | Defense Depot Malntenance Agency
Management DDMC

Responsibility | Comment Responsibility | Comment Responsibility | Comment Responsibility | Comment
Overall Supports Broad policy DDMC Broad policy Recommends Broad policy Recommends Broad policy
policy on development of | promulgated by | Supports promulgated by | and implements | promulgated by | and implements | promulgated by
depot internal Deputy development of | Deputy where policy Deputy where policy Deputy
maintenance | policies; Undersecretary | intemnal Undersecretary | affects external | Undersecretary | affects external | Undersecretary
process approves of Defense policies; of Defense commands and | of Defense commands and | of Defense

implementation | Logistics approves ES Logistics agencies; Logistics agencles; Logistics

of such implementation responsible for responsible for

policies. of such internal policy internal policy

Recommends policies.

where policy Recommends

affects external where policy

commands and affects external

agencies, commands and

agencies.
Maintenance Controls with | Services staff Owns Transferred from
production Service and maintain service material
function ownership facilities commands to
agency

Determining | Supports Responsibility | Supports Responsibility | Supports Responsibility | Supports Responsibility of
requirements of services of services of services services
for depot
maintenance
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CORE Develops In coordination | DDMC DDMC Provides Integrates Determines In coordination
overall with Services | develops coordinates integrated combatant with combatant
guidelines; overall with Services capabilities commander commands,
reviews results guidelines; whereas ES essential systems
of guideline reviews results | coordinates systems and managers, and
application. of guideline with assigned service item managers
application. ES | depot essential skills
has maintenance needs.
responsibility functions.
for
development of
core numbers.
Depot Promulgates DDMC In coordination Decides
posture/ guidelines; promulgates with Program
business decides above guidelines; BExecutive
planning and | set thresholds decides above | Officers and
maintenance set thresholds Program
workload and the ES has | Managers.
assignments responsibility
for processes
and decision
making.
Source of Provides In coordination | DDMC DDMC Decides In coordination | Decides
repair general with Services provides coordinates with Program In coordination
decisions guidelines; general with Services Executive with Program
establishes guidelines; and the ES Officers and Executive
criteria; decides establishes coordinates Program Officers and
above set criteria; decides | with Program Managers Program
thresholds above set Executive Managers
thresholds. ES | Officers and
has decision Program
authority. Managers
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Downsizing | Develops broad | In coordination | DDMC In coordination | Determines Services Decides In coordination
goals and with affected develops broad | with affected through present closure with affected
provides Services goals and commands and | workload recommendatio commands and
guidelines; provides agencies assignments ns agencies subject
develops guidelines; subject to o review
uniform develops interservice process
criteria; uniform review process
integrates as criteria;
necessary and integrates as
determines necessary and
final posture. determines
final posture on
a DoD level.
ES is
responsible for
implementation
and plans
development
within depots
assigned.
Depot Develops Serves to DDMC DDMC serves | Develops and Develops and
maintenance | requirements; standardize develops to standardize implements implements
business approves and where requirements; where
practices and | reviews appropriate; approves and appropriate;
performance | implementation | reviews results | reviews reviews results
measures from an implementation | from an
integrated and ES integrated
perspective develops and perspective and
implements. ES will
standardize and
gather data
within assigned
depots
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Depot Provides Works to DDMC Works to Controls Controls
maintenance | general establish provides establish standard standard
information | guidelines; comparability | general comparability | functional functional
systems Focuses on any | and uniformity | guidelines; and uniformity | requirements requirements
(cost, needed Focuses on any for and for and
workload standardization needed develops. develops.
control, standardization
resource and ES Defines Defines
allocation, recommends maintenance maintenance
industrial standard interface to interface to
engineering) functional CIM CIM

requirements. -
Depot '} Facilitates DDMC ESis Develops and Develops and
maintenance | sharing of facilities responsible for | implements implements
methods and ] information sharing of the efficiency
procedures information of operations

and ES

establishes

policies within

assigned depot

structure and

implements.
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Procurement | Oversight; Services are DDMC Services are Is a seller of System and Is a seller of
/ guidelines for | responsible for | provides responsible for | depot item managers { depot System and item
contracting | competition public-public, ] oversight; public-public, § maintenance, retain maintenance, managers retain
programs public-private, | guidelines for public-private, ] not a buyer. responsibility not a buyer. responsibility for
and private- competition and private- for buying buying depot
private depot programs and private depot Through depot Through maintenance,
maintenance the ES manages | maintenance business maintenance, business whether from
procurement the competition | procurement. planning whether from planning Depot
program within | System process, and in | organic or process, and in | Maintenance
Service. ES managers are conjunction | contract conjunction Agency or from
acts as a seller | responsible for { Service with sources with system commercial
ratherthana | public-public, } system and and item sources
buyer public-private, | item managers, managers,
and private- decides if decide(s) if
private depot workload will workload will
maintenance be performed be performed
procurement in-house or in-house or
commercially. commercially.
Depot Reviews from | Services DDMC reviews | Services Controls inputs | Oversight for Responsible for
Maintenance | an integrated develop from an develop to depots from | Service depot both operating
Industrial perspective; budgets; integrated budgets within |} DBOF/DMIF operating, and capital
Fund (DIM) | uses limited DDMC perspective; DoD guidelines MILCON and budgets
segment of number of advocates after | uses limited and assure capital budgets
Defense controls to their review number of consistency Also
Business balance overall | and approval controls to among all responsible for
Operating program balance overall | assigned related direct
Fund program. ES depots; DDMC appropriations
(DBO¥F) has advocates after {e.g., military
responsibility their review construction,
for guidance and approval mobilization/su
and rge capacity)
development
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Contingency | Ensures DoD Service or DDMC ensures | Service or Plans for-and Plan(s) for and
response has established | jointly DoD has jointly trains for in trains for in
forces (e.g., [ appropriate developed and | established developed and | peacetime, peacetime,
battle capabilities supported appropriate supported deploys in deploys in
damage capabilities capabilities and | capabilities wartime wartime
repair teams ES plans for
and in- and trains for in
theater peacetime,
depot(s) deploys in
wartime,
Human Broad policy; Supported by DDMC Supported by Manages own Depots staffed ]| Manages Administratively
resource advocates headquarters develops broad | headquarters staff personnel | by Services agency supported by
management | appropriate commands, policy; commands, personnel headquarters
policy within material advocates material ' commands,
DoD and with | commands, etc. | appropriate commands, material
external policy within etc.. Levels commands, etc.
constituencies DoD and with | driven by
external Source of
constituencies | Repair
and ES has assignments
responsibility and customer
for all DMIF, funding.
Maintenance | Coordination of | Services retain | DDMC is Services retain | Services own JDMC directs Owns Transferred from
Production facility use and | ownership of responsible for | ownership of ' workload service material
Facilities and | capital facilities and coordination of | facilities and assignments commands to
Resources improvements | responsibility | facility use and | responsibility above agency.
above set to plan for and | provision of to plan for and threshold.
thresholds. advocate resources advocate
resources above set resources. The

thresholds. ES
has
responsibility
and ownership
within assigned
depots.

ES has
responsibility
for all
budgeting,
approval, and
validation of
need.
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AFMC
AGMC |

AMC
ASD

BRAC

CBP
CGMCLB
cM
CINC
CINCDM

CONUS

DBOF
DCAA
DDMC
DepSecDef
DESCOM
DLA
DLH
DLR
DMA
DMCOMs
DMIF
DMR
DMRD
DoD
DUSD

FAR

GLOSSARY

A

Air Force Material Command

Acrospace Guidance and Metrology
Center

Air Logistic Center

Aircraft Maintenance and
Regeneration Center

Army Materiel Command

Assistant Secretary of Defense

B

Base Realignment and Closure
Commission

c

Corporate Business Plan
Command Guard Marine Corps Logistics Base
Corporate Information Management
Commander In Chief
Commander in Chief of Depot
Maintenance
Contractor Logistics Support
Continental United States

D -

Defense Business Operating Fund
Defense Contract Audit Agency
Defense Depot Maintenance Council
Deputy Secretary of Defense

Depot System Command

Defense Logistics Agency

Direct Labor Hours

Depot Level Reparables

Depot Maintenance Agency

Depot Maintenance Commands
Depot Maintenance Industrial Fund
Defense Management Review
Defense Management Report Decisions
Department of Defense

Deputy Undersecretary of Defense

F

Federal Acquisition Regulations

Federally Funded Research and
Development Center

Fleet Maintenance Force

DM Study Report Draft #2  07/29/93

GAO
GOCO

GTE

ICS
IROAN

JCS
JDMC
LAV

MAR
MCLB
MILCON
MPF
MRC
MMSA
MSA
MTBR

NADEP
NAVAIR
NAVSEA
NSY
NwWC

OASD
ODUSD(L)

OC-ALC
o&M
OEM
OMB
OPTEMPO
osp
OTA

G
General Accounting Office
Government-Owned Contractor-

Operated
Gas Turbine Engines

Interim Contractor Support
Inspect and Repair Only As Necessary

J
Joint Chief of Staff
Joint Depot Maintenance Command
Light Armored Vehicle

Marine Corps Logistics Bases

Military Construction

Maritime Prepositioning Force

Major Regional Contingency

Maintenance Management Support Activity
Managemeant Support Activity

Mean Time Between Removal

N
Naval Aviation Depots
Naval Aviation Systems Command
Naval Sea Systems Command
Navy Shipyard
Naval Warfare Ceaters

o

Office of Assistant Secretary of Defense
Office of Deputy Undersecretary of Defense

(Logistics)
Oklahoma City Logistics Center
Operations & Maintenance
Original Equipment Manufacturer
Office of Management and Budget
Operations Tempo
Office of the Secretary of Defense
Office of Technology Assessment



POM
POS
P&L

RCM
RDT&E

SAC
SE

SES
Sec Def
SOR
SWA

P

Program Objective Memorandum

Program Objectives Summary
Production and Logistics

R
Reliability Centered Maintenance
Research Development Testing and
Engineering

S
Strategic Air Command
System Executive
Senior Executive Service
Secretary of Defense
Source of Repair
Southwest Asia

T

TRANSCOM Transportation Command

USN
USAF
UusMC
USD(A)

WRSK

U
United States Navy
United States Air Force
United States Marine Corps

Undersecretary of Defense (Acquisition)

w
War Readiness Spares Kit
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:2) shall not include amounts necessary to
recover the costs of a military construction
oroject (as such term {s defined in section
2801¢b) of titie 10, United States Code), other
~raen a minor construction project flnanced
~y the Defense Business Operations Fund
rursuant to section 2805(c)(1) of such title.

1b) DEFENSE FINANCE ACCOUNTING SERV-

.CES.—The full cost of the operation of the
Defense Finance Accounting Service shall be
Ananced within the Defense Business Oper-
avions Fund through charges for goods and
scrvices provided through the Fund.

:c) MODIFICATION OF CAPTTAL ASSET SUB-
ACCOUNT.—Section 342 of the National De-
l2nse Authorization Act for Fiscal Year 1993
Public Law 102-484; 10 U.S.C. 2208 note) is
.mended—

‘1) in subsection (a), by striking out the
siird sentence;

-2) in subsecticn (b), by striking out *‘, to
ex..ent provided for in appropriations
423" and

:3) In subsection (d), by striking out *, dur-
.22 fiscal year 1993 and until April 15, 1964, .
SEC. 334. LIMITATION ON OBLIGATIONS AGAINST

THE DEFENSE BUSINESS OPER-
ATIONS FUND.

{a) LIMITATION.—(1) The Secretary of De-
fense may not incur obligations against the
=:pply management divisions of the Defense
Business Operations Fund during fiscal year
_¥#4 in a total amount in excess of 65 percent
o7 the total amount derived from sales from
M-h divisions during that fiscal year.

2y For purposes of determining the
a:xoun: of obligations incurred against, and
saies from, such divisions during fiscal year
1734, the Secretary shall exclude obligations
and sales for fuel, commissary and subsist-
erce {tems, retail operations, repair of equip-
ment and spare parts in support of repalr, di-
rect vendor deliveries, foreign military sales,
izitial outfitting requiring equipment fur-
cished by the Federal Government, and the
cost of operations.,

(b) EXCEPTION.—The Secretary of Defense
may waive the limitation described in sub-
gection (a) if the Secretary determines that
such walver {8 necessary i{n order to main-
tain the readiness and combat effectiveness
cfthe Armed Forces. The Secretary shall im-
mzadiately notify Congreas of any such waiv-
er and the reasons for such waiver,

Subtitle D—Depot-Level Activities

SEC. $41. DEPARTMENT OF DEFENSE DEPOT
TASK FORCE.

'2) ESTABLISHMENT.—The Secretary of De-
ense shall establish a task force to assess
tne overall performance and management of
depot-level activities of the Department of
Defense. The assessment shall include the
Lllowing:

!} The identification of the depot-level
a tenance workloads that were performed
Ciing each of fiscal years 1980 through 1993
r the military departments and the De-

se Agencles by employees of the Depart-
25t of Defense and by non-Federal Govern-
eng personnel.

‘23 An estimate of the current capacity to

a*v out the performance of depot-level
-aintenance workloads by employees of the
Deparument of Defense and by non-Federal

-vernment personnel.

'3 An identification of the rationale used
“he Department of Defense to support &
sion to provide for the performance of a
ex2t-level maintenance workload by em-
28 of the Department of Defense or by
-2-Faderal Government personnel.

1" An evaluation of the cost, manner, acd
waucy of performance of the depot-level

Taintenance workload by employees of the
Cepartment of Defense and by non-Federal

Crernment personnel.

- %) An evaluation of the manner of deter-

‘Ding the core workload requirements for

i
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depot-level maintenance workloads per-
formed by empioyees of the Department of
Defense.

(6) A comparison of the methods by which
the rates and prices for depot-level mainte-
nance workloads performed by employees of
the Department of Defense are determined
with the methods by which such rates and
prices are determined for depot-level mainte-
nance workloads performed by non-Federal
Government personnel.

(T) A discussion of the issues involved in
determining the balance between the amount
of depot-level maintenance workioads as-
signed for performance by employses of the
Department of Defense and the amount of
depot-level maintenance workloads assigned
for performance by non-Federal Government
personnel, including the preservation of
surge capabilities and essential industrial
base capabilities needed in the event of mo-
bilization.

(8) An identification of the depot-level
functions and activities that are suitable for
performance by employees of the Depart-
ment of Defense and the depot-level func-
tions and activities that are suitable for per-
formance by non-Federal Government per-
sonnel.

(9) An {dentification of the management
and organizational structure of the Depart-
ment of Defense necessary for the Depart-
ment to provide the optimal management of
depot-level maintepance and the allocation
of related resources.

(b) MEMBERSHIP.—The task force estab-
lished pursuant to subsection (a) shall be
composed of individuals from the Depart-
ment of Defense and the private sector who—

(1) have expertise in the management of
depot-level activitles;

(2) have expertise in acquisition;

(3) have expertise {n the management of
relevant items and weapon systems; and

(4) are or have been users of depot-level
malntenance products produced by employ-
ees of the Department of Defense and by non-
Federal Government personnel.

(c) PAY AND TRAVEL EXPENSES.—(1) Except
as provided in paragraph (3), each member of
the task force shall be paid at & rate equal to
the daily equivalent of the minimum annual
rate of basic pay payable for level IV of the
Executive Schedule under section 5315 of
title 5, United States Code, for each day (in-
cluding travel time) during which the mem-
ber is engaged in the actual performance of
the duties of the task force.

{2) Each member of the task force shall re-
ceive travel expenses, including per diem in
lieu of subsistence, in accordance with sec-
tions 5702 and $703 of title 5, United States
Code.

(3) Except as provided in paragraph (2), a
member of the task force who i8 an employee
of the Department of Defense or & member of
the Armed Forces may not receive addi-
tional pay, allowances, or benefits by reason
of such individual’s service on the task force.

(d) ADMINISTRATIVE SUPPORT.—The Sec-
retary of Defense shall provide the task force
with the administrative, professional, and
technical support required by the task force
to carry out its duties under this section.

(2) REPORT.—Not later than April 1, 1994,
the task force shall submit to the Secretary
of Defense and the congressional defense
committees a report on the results of the as-
sessment conducted under subsection (a) and
the recommendations of the task force for
apy legislative and administrative action
the task force considers to be appropriate.

{f) TERMINATION.—The task force shall ter-
minate not later than 60 days after submit-
ting its report pursuant to subsection (e).
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SEC. 3¢2. LIMITATION ON CONSOLIDATION OF

The Secretary of Defense may not, during
fiscal year 199, consolidate the management
of the depot-level maintenance workload of
the Department of Defense under a single
Defense-wide entity.

SEC. 343. CONTINUATION OF CERTAIN: PERCENT-
AGE LIMITATIONS ON THE PER.
FORMANCE OF DEPOT-LEVEL MAIN-
TENANCE.

The Secretary of Defense shall ensure that
the percentage limitatiops applicable to the
depot-level maintenance workload performed
by non-Federal Government personnel set
forth in section 2466 of title 10, United States
Code, are adhered to.

SEC. 344. SENSE OF CONGRESS ON THE PER-
FORMANCE OF CERTAIN DEPOT-
LEVEL WORK BY FOREIGN CON-
TRACTORS.

(a) SENSE OF CONGRESS.—It is the sense of
the Congress that the Secretary of Defense
should not contract for the performance by a
person or organization described in sub-
section (b) of any depot-level maintenance
work on equipment located in the United
States if the Secretary determines that the
work could be performed in the United
States on a cost-effective basis and without
significant adverse effect on the readiness of
the Armed Forces.

(b) COVERED PERSONS AND ORGANIZA-
TIONS.—A person or organization referred to
in subsection (a) I8 & person or organization
which |8 not part of the national technology
and industrial base, as such term is defined
in section 2491(1) of title 10, United States
Code.

SEC. 345. SENSE OF CONGRESS ON THE ROLZX OF

(a) FINDINGS.—The Congress makes the fol-
lowing findings:

(1) The depot-level maintenance and repair
activities of the Department of Defense pro-
vide the Armed Forces with a critical capac-
ity to respond to the needs of the Armed
Forces for depot-level maintenance and re-
pair of weapon systems and equipment.

(2) The depot-level maintenance and repair
activities of the Department of Defense pro-
vide the Department with capabilities that
are uniquely suited to responding to the in-
creased need for repair and maintenance of
weapon systems and equipment which may
arise in times of national crisis.

(3) The skilled employees and equipment of
the depot-level maintenance and repair ac-
tivities of the Department of Defense are an
essential component of the overall defense
industrial base of the United States.

(4) The critical role of the depot-ievel
maintenance and repair activities of the De-
partment of Defense is recognized in section
2466 of title 10, United States Code, which
provides that the Secretary of a military de-
partment and, with respect to a Defense
Agency, the Secretary of Defense, may not
contract for the performance by non-Federal
Government perséonnel of more than 40 per-
cent of the depot-level maintenance work-
load for the military departmert or the De-
fense Agency.

(5) Maiptenance of this critical industrial
capability in the Department of Defense re-
quires that an appropriate level of the depot-
level maintenance and repalir of new weapon
systems be assigned to depot-level mainte-
nance and repair activities of the Depart-
ment of Defense. .

(b) SENSE OF CONGRESS.—It is the sense of
the Congress that, in order to maintain the
critical depot-level maintenance and repair
capability for military weapon systems and
equipment, the Secretary of Defense shali, to
the maximum extent practicable, ensure
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that & sufficient amount of the depot-level

meaintenance and repair of new weapon sys-

tems and equipment is assigned to depot-
level maintenance and repair activitles of
the Department of Defense, consistent with

the requirements of section 2466 of title 10,

United States Code.

SEC. 348. CONTRACTS TO PERFORM WORKLOADS
PREVIOUSLY PERFORMED BY
DEPOT-LEVEL ACTIVITIES OF THE
DEPARTMENT OF DEFENSE.

Section 2469 of title 10, United States Code,
is amended— .

(1) by inserting ‘(&) REQUIREMENT FOR
COMPETITION.—"" before ‘“The Secretary of
Defense™";

t2) by striking out ‘‘threshold™;

(3) by striking out ‘‘unless™ and all that
follows and inserting in lieu thereof ''to per-
formance by & contractor unless the Sec-
retary uses competitive procedures for the
selection of the contractor to perform such
workload.””; and

(4) by adding at the end the following new
subsection:

*'(b} INAPPLICABILITY OF OMB CIRCULAR A-
76.—The use of Office of Management and

© Budget Circular A-76 shall not apply to &

performance change under subsection (a).".
SEC. 347. AUTHORITY TO WAIVE CERTAIN CLAIMS
OF THE UNITED STATES.

ta) DESCRIPTION OF CLAIMS INVOLVED.—This
section applies with respect to any claim of
the United States against an individual
which relates to a bonus or other payment
awerded to such individual under a produc-
tivity gainsharing program based on work
performed by such individual as an employee
of Naval Aviation Depot, Norfolk, Virginia,
or a8 an employvee of Naval Aviation Depot,
Jacksonville, Florida, after September 30,
1988, and before October 1, 1982.

(b) WAIVER AUTHORITY AVAILABLE WITHOUT
REGARD TO AMOUNT INVOLVED.—Notwith-
standing the limitation set forth in section
2T74a M2 A) of title 10, United States Code,
any walver authority under section 2774(aX2)
of such title may be exercised, with respect
to any claim described in subsection ¢a)} of
this section, without regard t.o the amount
involved.

() REPORT.—Not later than March 1, 194,
the Secretary of the Navy shall submit to
the congressional defense committees & re-
port that specifies—

(1} the circumstances under which each
overpayment of a bonus or other payment re-
ferred to in subsection (a) was made;

(2; the pumber of individuals to whom such
ap overpayment was made;

(3, the total amount of such overpayments;
and

(4; any action planned or initiated by the
Secretary to prevent the occurrence of simi-
lar overpayments in the future.

(d; DEFINITIDN.—In this section, the term
“productivity gainsharing program’ means a
productivity gainsharing program estab-
lished under chapter 45 or section 5407 of
title 5, United States Code, or Executive
Order No. 12637 (31 U.S.C. 501 note).

Subtitle E—Commissaries and Military
Exchanges

SEC. 351. PROHIBITION ON OPERATION OF COM-
MISSARY STORES BY ACTIVE DUTY

MEMBERS OF THE ARMED FORCES.
(a} IN GENERAL.—Chapter 49 of title 10,
United States Code. is amended by inserting

afver section 976 the following new section:

“$977. Operation of commissary stores: as-
signment of active duty members generally
prohibited
*(a) GENERAL RULE.—A member of the

armed forces on active duty may not be as-

signed to the operation of a commlissary
store.
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*(b) EXCEPTION FOR DCA DIRECTOR.—The
Secretary of Defense may assign an officer
on the active-duty list to serve as the Direc-
tor of the Defense Commissary Agency.

*(c) EXCEPTION FOR CERTAIN ADDITIONAL
MEMBERS.—Beginning on October 1, 1996, not
more than 18 members (In addition to the of-
ficer referred to in subsection (b)) of the
armed forces on active duty may be assigned
to the Defense Commlssary Agency. Mem-
bers who may be assigned under this sub-
section to regional headquarters of the agen-
cy shall be limited to enlisted memnbers as-
signed to duty as advisors in the regional
headquarters responsible for overseas com-
missaries and to veterinary specialists.

**¢(d) EXCEPTION FOR CERTAIN NAVY PERSON-
NEL.-—(1) The Secretary of the Navy may &s-
sign to the Defense Commissary Agency &
member of the Navy on active duty whose
assignment afloat is part of the operation of
a ship's food service or a ship's store. Any
such assignment shall be on a
nonreimbursable basis.

**(2) The number of such members assigned
to the Defense Commissary Agency during
any period before October 1, 1996, may not
exceed the number of such members so as-
signed on October 1, 1993. After September
30, 1996, the number of such members 8o as-
signed may not exceed the lesser of (A) the
number of members 30 assigned on October 1,
1993, and (B) 400.™".

(b} CLERICAL AMENDMENT.—The table of
sections at the beginning of such chapter is
amended by inserting after the itemn relating
to section 976 the following new {tem:

977, Operation of commissary stores: assign-
ment of active duty members
generally prohibited.™.

SEC. 352. MODERNIZATION OF AUTOMATED DATA

PROCESSING CAPABILITY OF THE
DEFENSE COMMISSARY AGENCY.

In order to perform inside the Defense
Commissary Agency al!l automated dats
processing functions of the Agency as soon
as possible, the Secretary of Defense shall,
consistent with other applicable law, take
any action necessary to expedite the mod-
ernization of the automated data processing
capability of the Agency, including the adop-
tion of the use of commercial grocery indus-
try practices and financial management pro-
grams with respect to such processing.

SEC. 353. OPERATION OF STARS AND STRIPES

BOOKSTORES OVERSEAS BY THE
MILITARY EXCHANGES.

(a) REQUIREMENT.—The Secretary of De-
fense shall provide for the commencement,
not later than October 1, 1994, of the oper-
ation of Stars and Stripes bookstores cutside
of the United States by the military ex-
changes.

(b) REGULATIONS.—The Secretary of De-
fense shall prescribe regulations to carry out
subsection (a).

SEC. 854. AVAILABILITY OF FUNDS FOR RELOCA-

TION EXPENSES OF THE NAVY EX-
CHANGE SERVICE COMMAND.

Of funds authorized to be appropristed
under section 301(2), not more than $10,000,000
shall be available to provide for the payment
of expenses incurred by the Navy Exchange
Service Commeand to relocate functions abnd
activities from Naval Station, Staten Isiand,
New York, to Norfolk, Virginia.

Subtitie F—Other Matters
SEC. 381. EMERGENCY AND EXTRAORDINARY EX-
PENSE AUTHORITY FOR THE IN-
SPECTOR GENERAL OF THE DE-
PARTMENT OF DEFENSE.

Sectlon 127 of title 10, United States Code,
is amended—

¢1) in subsection (a)—

tA) in the first sentence, by inserting ‘',
the Inspector General of the Department of
Defense,’ after ‘‘the Secretary of Defense™;
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(B) in the second sentence, by inserting "'or
the Inspector General' after ‘‘the Secretary
concerned’'; and

(C) in the third sentence, by inserting ''or
the Inspector General' after “‘The Secretary
concerned’’;

(2) in subsection (b), by inserting '*, by the
Inspector General to any person in the Office
of the Inspector Genersl,” af{ter *'the Depart-
ment of Defense'’; and

(3) in subsection (¢)—

(A) by {nserting **(1)" after “(c)"; and

(B) by adding at the end the following new
paragraph:

**(2) The amount of funds expended by the
Inspector General of the Department of De-
fense under subsections (&) and (b) during &
fiscal year may not exceed $400,000.".

SEC. 363. AUTHORITY FOR CIVILIAN EMPLOYEES
OF THE ARMY TO ACT ON REPORTS
OF SURVEY.

Section 4835 of title 10, United States Code.
is amended—

(1) in subsection (&), by inserting "‘cr any
civilian employee of the Department of the
Army" after “‘any officer of the Army ', and

(2) in subsection (b), by striking out “an
officer of the Army designated by him.™ andé
inserting in lieu thereof ‘‘the Secretary s
designee. The Secretary rmay designate offi-
cers of the Army or civilian employees of the
Department of the Army to approve suck ac-
tion.”.

SEC. 363. EXTENSION OF GUIDELINES FOR RE.
DUCTIONS IN CIVILIAN POSITIONS.

(a) EXTENSION OF GUIDELINES.—Section 1597
of title 10, United States Code, 8 amendec—

(1) tn subsection (a), by striking out ‘‘dur-
ing flscal year 1993 and inserting in lieu
thereof *‘during a f{iscal year'; and .

(2) in subsection (b), by striking out “‘for
flscal year 1993,

(b) UPDATE OF MASTER PLAN.—Sectich
1597(c) of such title is amended—

(1) in paragraph (1), by striking out “fcr
fiscal year 1994’ and inserting !n lieu trerec!
"'for each fiscal year';

(2) In subparagraph (A) of paragraph (3: by -
adding at the end the following new clause:

‘(vif} The total number of individuals em-
ployed by contractors and subcontractors of
the Department of Defense under a contract
or subcontract entered into pursuant t2 Of-
fice of Management and Budget Circular A-
76 to perform commercial activities for the
Depsrtment of Defense, a military depert-
mept, & defense agency, or other compe
nent.”’; and

(3) by adding at the end the followirg rew
paragraph:

*¢4) The Secretary of Defense shall includs
in the materials referred to in paragrap:
a report on the implementation of the m
ter plan for the fiscal year immediatelyv pre-
ceding the fiscal year for which suck mate-
rials are submitted.”.

SEC. 364. AUTHORITY TO EXTEND MAILING PRIV]-
LEGES.

Paragraph (1) of section 3401¢a) of title 2%
United States Code, is amended—

(1) tn the matter before subparagraph (4 —

(A) by inserting "‘an indivigual who is" L=-
fore “‘a member’'; angd

(B) by inserting '‘or & civilian, otherwisr
authorized to use postal services at Armied
Forces installations, who holds a positior ©f
performs one or more functions in support ©F
military operations, as designated by the
military theater commender,” after **secticr
101 of title 10,”; and

(2) in subparagraphs (A) and (B), by stris-
ing *‘the member' and inserting “such 1.0~
vidual™.




The United States has reduced its armed forces by approximately 30 percent, since the end of the
Cold War and the dissolution of the former Soviet Union. However, the infrastructure has
decreased only 15 percent., mainly through the base realignment and closure process. After
BRAC 1993, defense officials warned that BRAC 1995 would be the toughest yet in a process
that already has eliminated 250 bases, including 70 major facilities. The Secretary of Defense
last month partly allayed such fears, saying fewer bases would be recommended this year than in
1993, when 130 were recommended.

In January 1994, the Secretary of Defense stated a BRAC) 1995 goal of a 15 percent reduction in
infrastructure based on plant replacement value. Accordingly, the Secretary required cross-
service and intra-service opportunities to be pursued throughout the BRAC 1995 process. A
number of cross-service teams, lead by Office of the Secretary of Defense officials were
established. These teams requested such data from the Services, analyzed the data, and made
recommendations to the Services to reduce and/or consolidate their infrastructure. The Services
responded to the Secretary with their recommendations. While the Secretary’s final
recommendations will not be officially known until the list is published in the Federal Register,
preliminary indications are that they will be significantly fewer than originally recommended by
the cross-service teams.

The BCARC 1995 Cross-Service Team is concerned that without additional installations being
added to the Secretary’s recommended list opportunities will be lost to reduce unneeded/excess
DOD capacity in the areas of depot maintenance, test and evaluation, and laboratory
infrastructure:

Depot Maintenanc

Over the past 5 years, DoD’s annual depot maintenance costs have been approximately $13
billion. There are 24 maintenance depots that will remain after the 7 closures recommended by
the 1991 and 1993 Commissions have been implemented. A well respected study performed by
General Went (USMC ret.) stated that only 72% of the depot maintenance capacity will be
utilized in FY 1997. DOD’s maintenance depot cross-service team identified 5 to 8 depots that
could be closed, however, we believe the Secretary’s recommendations to the BCARC will
include only three maintenance depots.

Test and Evaluation

Test and evaluation funding and infrastructure have generally been protected from down sizing.
Within DOD there are currently 19 major test ranges, with $5 billion operations cost and $20
billion to $30 billion in capital investment. DoD has not aggressively pursued consolidation of
major test and evaluation facilities even through testing of air vehicles, electric systems and
armament weapons show significant excess capacity and the greatest potential for cross-Service
consolidation.

DoD’s Project Reliance was established to consolidate existing test and evaluation capacity but it
has not been effective because: (1) its focus shifted from consolidation to future test




investments, (2) the Services were allowed to retain their existing test and evaluation capabilities
and funding authority, and (3) the Reliance study methodology had major weaknesses.

Laboratories

There are at least 81 laboratories with DoD and the Services: 1 DoD, 28 Army, 28 Navy, and 24
Air Force. Their multi-billion dollar budgets (amount unknown) have declined only slightly in
real terms since 1989 and they remain about the same size as they were during the mid-1980’s
Cold War peak. An April 1994 Defense Science Board report states :

“The U.S. Combatant Commands are undergoing great change to reflect the fundamental
changes in the threats they face with the end of the Cold War***. Forces are shrinking
and their missions are evolving. The Defense laboratory system on which the combatant
commands must rely for their technological edge has not kept pace. The laboratory
system remains an obsolescent artifact of the Cold War”.

The report also states that the laboratory system has not kept pace with changing patterns of
technology generation. No longer does DoD drive all militarily critical, cutting edge
technologies. American industry, universities, and other government agencies play significant
roles. Accordingly, one of the DSB’s recommendations is that an additional 20 percent cut in the
laboratories’ Civil Service personnel (above the 4 percent per annum directed by DPG 95-99) is
necessary and the cut can be achieved through closures and realignments.
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DEPOT MAINTENANCE and BRAC 95
EXPECTED OUTCOMES

- PROVIDE AN OVERVIEW AND CLEAR UNDERSTANDING OF THE VARIOUS GROUPS CURRENTLY
INVOLVED IN THE DEPOT MAINTENANCE AND BRAC 95 EFFORTS

-- PROVIDE STATUS REPORTS BY THE ARMY REPRESENTATIVE ON EACH OF THE THREE SUPPORT
GROUPS OF THE DEPOT MAINTENANCE TASK FORCE, TO INCLUDE:

+ CURRENT GROUP TASKERS
+ PLAN OF ACTION
+ MILESTONES

- AGREEMENT ON THE COORDINATION, APPROVAL, AND FEEDBACK LOOPS TO BE FOLLOWED




DEPOT MAINIENANUE anu DnAG oo
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AGENDA
1500-1505 INTRODUCTION MG ROBISON, ADCSLOG
1505-1530 OVERVIEW COL AHERN, DALO-SMM
1530-1540 STATUS REPORT - MANAGEMENT ANALYSIS GROUP COL JONES, HQ, AMC
1540-1550 STATUS REPORT - CAPACITY & DATA ANALYSIS GROUP MR. SCHAFFER, AMSAA
1550-1600 STATUS REPORT - COST, PRICE & QUALITY ANALYSIS GROUP MR. ZARDECKI, TOAD

1600-1700 EXECUTIVE SESSION: COORDINATION & FEEDBACK MECHANISMS
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DEPOT
MAINTENANCE
"POLICY"
PROCESS

+ CORE DETERMINATION

NCE

AND INFLUENCE

+ INTERSERVICING POLICIES

+ PUBLIC/PRIVATE BALANCE

DOD

DEPOT MAINT

TASK FORCE

and BRAC95

BRAC 95
PROCESS

+ INFRASTRUCTURE AND
CAPACITY ANALYSIS

+ REALIGNMENT AND
CLOSURE OPTIONS

DEFENSE
INDUSTRIAL
BASE
COUNCIL

OSD/ARMY
BRAC

ANALYSIS




DEPOT MAINTENANCE FUNCTIONAL AREA
Who are the players?

Respond to Congressional Tasker
" 9 Questions"

DoD Depot Maintenance Task Forcel

Inter-Service BRAC Analysis

OSD BRAC 95 Management Structure

I SecDef/DepSecDet I
Task Force Chair : 3
Mr. Parker 1

Sponsored by

DUSD(LOG) Defense Science Board BRAC 85 Review Group 3
USD (Acquisition) IE:
................................ =
BRAC 95 Steering Group
DASD (Economic Reinvestment & BRAC)
] ] 1 ] 1 ] 1
Laboratories Graduate Medica  f Undergraduate
Ground Systems D, DR&E Education Pilot Training
ASD(Health Aflairs) | ASD(P&R)
DASA-IL&E Test & Evaluation
. - ADCSLOG D. OT&E
Management Capacity & Data Cost, Price, D. TRE Joint Cross-Service
Analysis Analysis and Quality
Group Group Analysis Group Gr oups

Policy for Integration of Industrial Base
(Jan 94 DoD "Off-Site")

On-going Program Oversight for Depot Maintenance

Defense Depot Maintenance Council

DoD Defense Industrial Base CouncilL

Executive I
Secretary : . ~
: DapSecDef : DOD DIBC
—rrTIrY Y USD(A&T) : Aavisiory
Service Secs 3 Council
Joint Chiets 3
,,,,,,,,,,,,,,,,, RSk
I l l 1 DIBC Policy Integration Group E
3 . 9 3 3 ASD (Ec. Sec.) 4
Army 3 Air Force Navy 3 USMC Service Acq. Execs.
GEN Ross GEN Yates  E VADM Loftus LTG Tiebout E Action Group Heads
USA, AMC usAF AFMC  E Navy, NAVOPS usMc, DCSLOGE
rere——— st bme— Dot : [ )|
. Dual Use Tech i Acquisition Base Realignment
Non-Voting Members and Deployment [ Reform and Closure
Mr. Flamm Ms Preston 3 Mr. Bayer 3
: 3 : PDASD : DUSD(AP) : DASD(ER) :
Air Force 3 : Air Force g B I S 0 TS, T TrT :
LTG Novak [ LTG(P) Salomon [ LTG MEARS [ " - : :
usAF, ocstoa f UsA. DesLoG usaF. Jcs (4 f Foreign Mitary | industry Studies [ Detense Uniqua
s : LTG Rhame 3 Mr. Gotbaum 3 Industry
: : DSAA ASD(ES) 3 TBD ]
N
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DEPOT MAINTENANCE TASK FORCE
"9 QUESTIONS"

ASSESS, AND REPORT TO CONGRESS BY 1
APRIL, 1994, THE OVERALL PERFORMANCE AND
MANAGEMENT OF DOD DEPOT-LEVEL

ACTIVITIES

ORGANIZATION

v




DEPOT MAINTENANCE TASK FORCE

TASK FORCE TASK FORCE MEMBERSHIP
SPONSOR CHAIR TO BE EggAL NUMBER OF
DUSD(L) — MR. PARKER il
DEFENSE SCIENCE BOARD
|
MISSILE/COMM-EL FIXED WING
GROUND SYSTEMS COI-Eé:H ALR CO-CHAIR SEA SYSTEMS
GEN gg:g::: 0SB MR. BIGGERS, HUGHES | MR. ENGLAND, LOCKHEED | | TS::"'E'; osB
LTG PIGATY, USA LTG TIEBOUT, USMC LTG NOWACK, USAF d
ARMY REPS MG GUENTHER (CECOM) BG GERALD (HQDA)
— MR. KELTZ(HQ AMC) MR. MACDONNEL, SES(CECOM)
SUPPORT MANAGEMENT ANALYSIS CAPACITY & DATA COST, PRICE AND QUALITY
GROUPS GROUP ALALYSIS GROUP ANALYSIS GROUP
TASKS 5,7, 8 TASKS 1,2,3 TASK 4,6
CAPT. HEILLMAN, USN (CHR) MR. HUNTER, JDMAG (CHR) MR. EVANS, OSD-C (CHR)
LTC NEWBY, (HQDA) LTC SWART,(HQDA) MS. HUFFMAN, (HQDA)
COL JONES, AMC MR. SCHAFFER, AMSAA MR. ZARDECKI, AMC

MISSION..... BY 1 APR 94, REPORT TO CONGRESS AND SECDEF RESULTS OF THE TASK FORCE ASSESSMENT OF THE OVERALL
PERFORMANCE AND MANAGEMENT OF DOD DEPOT MAINTENANCE ACTIVITIES AS CITED IN FY 94 DEFENSE AUTHORIZATION ACT AND
PROVIDE RECOMMENDED LEGISLATION AND ADMINISTRATIVE ACTIONS TO IMPROVE THE OPTIMAL MANAGEMENT OF DEPOT LEVEL
MAINTENANCE AND THE ALLOCATION OF RELATED RESOURCES.
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———————
CAPACITY & DATA ANALYSIS GROUP

TASKS

1 IDENTIFY WORKLOADS PERFORMED IN FYS
90,91,92 & 93
- FOR THE MILITARY DEPARTMENTS & DEFENSE
AGENCIES BY DOD AND PRIVATE SECTOR EMPLOYEES

2

ESTIMATE CURRENT CAPACITY TO PERFORM
DEPOT-LEVEL WORKLOADS BY DOD & PRIVATE
SECTOR EMPLOYEES

w IDENTIFY RATIONALE USED BY DOD TO SUPPORT
DECISION TO PROVIDE FOR THE PERFORMANCE
OF DEPOT-LEVEL MAINTENANCE WORKLOADS
BY DOD AND PRIVATE SECTOR EMPLOYEES

IMPACTS PUBLIC/PRIVATE BALANCE —<_°—.Q .._-mm—nm

\ 4
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COST, PRICE, AND QUALITY GROUP
TASKS

4

EVALUATE:

- COST OF PERFORMANCE

- MANNER OF PERFORMANCE

- QUALITY OF PERFORMANCE

OF DEPOT-LEVEL MAINTENANCE WORKLOADS
ACCOMPLISHED BY DOD AND PRIVATE SECTOR
EMPLOYEES

6 COMPARE:
- METHODS BY WHICH RATES & PRICES ARE DETERMINED
FOR DEPOT-LEVEL MAINTENANCE WORKLOAD PERFORMED BY
DOD EMPLOYEES...
WITH
- METHODS BY WHICH RATES & PRICES ARE DETERMINED FOR
MAINTENANCE WORKLOADS PERFORMED BY PRIVATE SECTOR
EMPLOYEES

IMPACTS PUBLIC/PRIVATE BALANCE &
INTERSERVICING MORE TASKS |




DEPOT MAINTENANCE and BRAC 95

MANAGEMENT ANALYSIS GROUP

TASKS

5 EVALUATE:

- MANNER OF DETERMINING THE CORE WORKLOAD
REQUIREMENTS FOR DEPOT-LEVEL MAINTENANCE
WORKLOADS PERFORMED BY DOD EMPLOYEES

7 DISCUSS ISSUES INVOLVED IN DETERMINING THE BALANCE BETWEEN:

- THE AMOUNT OF DEPOT-LEVEL MAINTENANCE WORKLOADS
ASSIGNED FOR PERFORMANCE BY DOD EMPLOYEES AND
- THE AMOUNT OF DEPOT-LEVEL MAINTENANCE WORKLOADS ASSIGNED
FOR PERFORMANCE BY PRIVATE SECTOR EMPLOYEES
- INCLUDE:
+ PRESERVATION OF SURGE CAPABILITIES, AND
+ ESSENTIAL INDUSTRIAL BASE CAPABILITIES NEEDED IN THE EVENT OF
MOBILIZATION

IMPACTS: CORE
Interservicing/Public
Private Balance

8

PERFORMANCE BY PRIVATE SECTOR EMPLOYEES

IDENTIFY DEPOT -LEVEL FUNCTIONS AND ACTIVITIES THAT ARE SUITABLE
FOR PERFORMANCE BY DOD EMPLOYEES AND THOSE SUITABLE FOR
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INTEGRATION GROUP
TASK

9 IDENTIFY THE DOD MANAGEMENT AND ORGANIZATIONAL STRUCTURE NECESSARY
FOR THE DEPARTMENT OF DEFENSE TO PROVIDE OPTIMAL MANAGEMENT OF
DEPOT-LEVEL MAINTENANCE AND THE ALLOCATION OF RELATED RESOURCES

IMPACTS: Core, Interservicing, Public/Private Balance
" How maintenance depots will support future warfighting"
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SEC DEUTCH ALSO DIRECTED THE DOD TASK FORCE TO

ADDRESS THESE TWO ADDITIONAL AREAS:
(TIME & RESOURCES PERMITTING)

A. WAYS TO IMPROVE OVERALL EFFICIENCY OF DEPOT MAINTENANCE IN
ORGANIC AND PRIVATE INDUSTRIAL FACILITIES, INCLUDING THE MOST
PROMISING STRATEGIES FOR SIGNIFICANTLY IMPROVING NEW
TECHNOLOGY APPLICATIONS, PROCESS IMPROVEMENTS, MODERN
BUSINESS PRACTICES, & RELIABILITY IMPROVEMENTS.

B. DEPOT MAINTENANCE PLANS FOR NEW ITEMS OF EQUIPMENT AND
COMPARE RELATIVE COST EFFECTIVENESS OF ORGANIC AND PRIVATE
INDUSTRY FACILITIES, INCLUDING MAJOR WPN SYSTEMS, MISSILE

SYSTEMS, ELECTRONICS, SOFTWARE, efc.

“ CONFLICTS W/CONCEPT OF "CORE"
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ARMY’S BRAC 95 MISSION

ELIMINATE EXCESS INFRASTRUCTURE AND CONSOLIDATE
FUNCTIONS THROUGH BASE CLOSURE/ REALIGNMENT TO SUPPORT
THE ARMY’S VISION OF A 10 DIVISION, CONUS BASED, FORCE
PROJECTION ARMY.

RESTATED DEPOT MAINTENANCE
MISSION

TO ENSURE THE ARMY’S CONTINUING CAPABILITY TO SUPPORT
AND SUSTAIN DEPOT-LEVEL MAINTENANCE FOR THOSE WEAPON
SYSTEMS AND EQUIPMENT NECESSARY FOR WARFIGHTING.
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OSD EXPECTATIONS

DEPSECDEF MEMO TO SERVICES 7 JAN 94:

=i "REDUCE BASE STRUCTURE COMMENSURATE WITH PLANNED
DRAWDOWNS AND PROGRAMMED WORKLOAD REDUCTIONS."

=i REDUCE INFRASTRUCTURE (PRV) BY NOT LESS THAN 15%
(DOD-WIDE)."

mii— 'ACHIEVE SIGNIFICANT CROSS-SERVICE REALIGNMENTS."

== INSURE BASE CLOSURES/SAVINGS ROUGHLY EQUAL THAT OF ALL
PREVIOUS BRACs."
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& THE OSD GAME PLAN

(SERVICES WILL STILL RUN THE BALL,
WITH STRONG COACHING FROM THE OSD STAFF)

== CHARGE SERVICES WITH RESPONSIBILITY FOR REVIEW OF
"OPERATIONAL BASES" AND ALL ANALYTICAL SUPPORT".

mii- EXERCISE STRONG OVERSIGHT OF SERVICE ANALYSIS USING A

IN CROSS-SERVICE FUNCTIONAL AREAS, EMPOWER OSD-LED
=i STUDY GROUPS WITH AUTHORITY TO :

-- ESTABLISH PARAMETERS FOR SERVICE ANALYSIS

-- IDENTIFY & RECOMMEND OUT-SOURCING POLICIES

-- DEVELOP CLOSURE/REALIGNMENT ALTERNATIVES AND
TARGETS.

COMMITTEE SYSTEM (ANALOGOUS TO THE "BOTTOM UP REVIEW").
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OSD BRAC 95 Management Structure

BRAC 95 Review Group

USA: Mr. Reeder
VCSA: GEN Peay

BRAC 95 Steering Group
DASD (Economic Reinvestment & BRAC)

| ASA(I,L&E): Mr. Owen/Mr. Johnson

Maintenance Depots
DUSD(Log)

DASA(LOG): Mr. Orsini (X79030)
ADCSLOG: MG Robison (X75301)
LOG: COL Mike Ahern (X72516)
PAE: CPT John Klotsko (X57737)

Laboratories
D, DR&E

DASA(R&T): Mr. Singley (X71646)
Dir, Rsch: Dr. Chait (X73558)

SARD: LTC Dan Thomas (X40434)
PAE:: MAJ Pat Bushway (X57737)

Graduate Medical
Education
ASD(Health Affairs)

TSG: LTG Lanoue (756-0000)

ASG: BG Zajtchuk (756-0000)

TSG: COL Emanuel Cassimitis (756-8036)
PAEW: LTC Jim McGaha (x76388)

6 JOINT CROSS-SERVICE
_GROUPS

Undergraduate E
Pilot Training
ASD(P&r)

DASA(M&RA): Mr. Weiler (x70919)
Dir, Training: BG Shinseki (X48198)
OPS: LTC John Finley (X52591)

PAE: Maj Randy Carey (X70260)

Test & Evaluation
D, OT&E
D, T&E

DUSA(OR): Mr. Holiis (X50083)
Dir, TEMA: Mr. Gehring (X58995)
Mr. Ray Wagner (X58995)

PAE: MAJ Mike Mullins (X56664)

ASA(I&H): Mr. Johnson (X78161)
ACSIM: MG Little (X33233)
ACSIM: Ms Maureen Wiley (X44311)
PAE: LTC Mike Schultz (X74460)

Joint Group,
Economic Impact
DASD(ER&BRAC)
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Draft Milestones the Joint Cross-Service Group (Depot Maintenance)

February 1 - Start Developing Draft Standard Data Element Definitions
and Common Baselines for Service Depot BRAG Analysis

February 28 - Publish Standard Data Element Definitions and Common
Baselines for Service Depot BRAC Analysis

March 1 - Start review of Service CORE Quantification
March 31 - Issue Analysis Guidance

April 4 - Assess Results of Depot Maintenance Task Force
April 15 - Begin Review of Unique Capabilities of Depots
April 30 - Complete Review of Unique Capabilities of Depots

May 30 - Receipt of Certified Data from Services
Continued
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Draft Milestones the Joint Cross-Service Group (Depot Maintenance) Continued

TI|I|||||IL

June 24 - Propose Tentative Closure and Realignment Targets and
Complete Review of Military Component Excess Capacity Analysis

July 29 - Assessment of Alternatives and Targets on Supply Activities

August 5 - Begin Monthly In Process Military Components and Defense Agency
Reviews and Analysis of Cross-Service Tradeoffs

December 15 - Evaluate Impact of Final Force Structure Guidance

January 4, 95 - Begin Validation of Military Components and Defense Agency
Recommendations

February 15 - Complete Validation of BRAC Recommendations

April 15 - Begin Review of Unique Capabilities of Depots
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PA&E "QUARTERBACK CONCEPT FOR OSD BRAC ’95

MISSION: KEEP SENIOR ARMY LEADERSHIP INFORMED OF ISSUES &
POSITIONS EMERGING FROM OSD JOINT GROUPS

BRAC 95
REVIEW GROUP

BRAC 95
STEERING GROUP

JOINT
LL GROUPS

USAVCSA INTERGRATE &
FEEDBACK
QUICK FEEDBACK
ASA (IL&E) TO PASE
DPASE - ISSUE PAPER
- TELEPHONE
T - BRIEF
- ARMY "QUARTERBACK" (GO/SES)

- ARMY ACTION OFFICER

- PA&E POC
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ISSUES, CONCERNS, POTENTIAL CONFLICTS

® CONTROL THE " PROCESS " -- ENSURE FEEDBACK AND COORDINATION
AMONG DIVERSE GROUPS; DE-CONFLICT MILESTONES.

® DEVELOP ARTICULATE AND DEFEND THE ARMY’S INTERESTS IN OSD
FORUMS (DDMC, DM TASK FORCE, BRAC-95 GROUP)

-- CAPACITY AND UTILIZATION TARGETS

-- BASIS FOR SIZING (PROGRAMMED WORKLOAD VS REQS)
-- PROCEDURES AND CONCEPTS FOR INTER-SERVICING

-- PUBLIC/PRIVATE BALANCE

® RECOMMEND AND DEFEND A REALISTIC "ARMY POSITION" FOR BRAC-95
DEPOT MAINTENANCE INFRASTRUCTURE TO THE SENIOR LEADERSHIP




DEPOT MAINTENANCE and BRAC 95

STATUS REPORTS
BY
SUPPORT GROUP
REPRESENTATIVES




DoD Depot Maintenance
Task Force

Policy Recommendations

forwarded to BRAC 985 SP

* ESTABLISH TASK FORCE QB
-- DATA LINK WITH GROUPS
-- STATUS TO DALO-SM
*DALO-SM QB
-- PROVIDE "WEEKSUMS"
-- INTEGRATE TF & BRAC
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MISSION

1 Sep 1994

"

The AFMC mission statement is "Through inte-
grated management of research, development,
test. acquisition, and support. we advance and
use technology to acquire and sustain superior
systems in partnership with our customers and
suppliers. We perform continuous product and
process improvement throughout the life-cycle.
As an integral part of the Air Force war fighting
team, we contribute to affordable combat supe-
riority, readiness and sustainability." Air Force
Materiel Command's role is to turn global power
and reach concepts into capabilities--to design.
develop and support the world's best air and
space weapon systems. The Command also
supports all Air National Guard (ANG) and US
Air Force Reserve (USAFR) activities. other US
Govemment agencies. and air forces of friendly
nations receiving US military assistance.

The office of the Directorate of Logistics (HQ
AFMC/LG)develops and prescribes policy guid-
ance, plans and programs for logistics operations
(maintenance, supply. transportation. and item
management) at AFMC’s five Air Logistics
Centers (ALCs). the Aerospace Guidance and
Metrology Center (AGMC), the Aerospace Main-
tenance and Regeneration Center (AMARC).
and Support Center Pacific (SCP). Its task is to
provide the logistics management needed to keep

Cover Photo

B-1B Programmed Depot Maintenance (PDM) on
the line at Oklahoma City Air Logistics Center,
Tinker Air Force Base, QOklahoma.

the Air Force’s aircraft, missiles. and support
equipment in top condition.

The AFMC Depot Maintenance Business Area
(DMBA) of the Defense Business Operation
Fund (DBOF) is solely dependent on the sale of
MANIenance Services to Cover operating expenses.
This applies to all work whether performed or-
ganically, contractually. or through interservicing.
Management of the DMBA involves the devel-
opment of realistic budget estimates that include
improvements in productivity and continuous
review and analysis of depot maintenance opera-
tions to ensure timely production of a quality
product at the lowest possible cost.

Criteria established by the Department of De-
fense limits our organic facilities to mission es-
sential workloads which require a continuing
depot level maintenance capability to maintain
operations under emergency or wartime condi-
tions. or which require depot maintenance in
peacetime to assure material operational readi-
ness.  Contract depot maintenance provides 4
means of augmenting the organic capability.

The HQ AFMC/LG objective is to attain the best
possible use of contract, organic, and interservice
depot maintenance resources to support the Air
Force mission. This requires the economical and
effective use of facilities. equipment, manage-
ment information systems, and manpower. In
providing management policy forthe depot main-
tenance operation, the Directorate must consider
schedules. quality and cost to measure the effec-
tive use of resources.
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INTRODUCTION

FY93 was atransition year for AFMC. It wasthe
first full fiscal year as a Command. The depot
maintenance community continued to stream-
line and downsize their operations with height-
ened emphasis on capacity control. Manpower
and the amount of depot production continued to
drop. Resource management, as with last year,
has been our biggest challenge.

The Activation of the new Air Force Materiel
Command (AFMC) brought the management of
the acquisition and sustainment (depot mainte-
nance) of Air Force weapon systems closer to-
gether with the "cradle-to-grave” philosophy
called Integrated Weapon System Management
(TWSM). It places the management of a weapon
system, from "cradle-to-grave," on the shoulders
of a single manager. Logistics issues get intro-
duced more forcibly and earlier in the acquisition
process because the single manager has to sup-
port as well as acquire the weapon system.

In FY93, the Air Force moved from a test mode
to a full scale implementation of the Two-Level
Maintenance (2LM) program. Its aim is to
improve the current three-level maintenance sys-
tem eliminating costly intermediate level that
operates out of base maintenance squadrons.
The switch to 2LM also simplifies the aircraft
repair process by eliminating extensive base-
level repairs. 2LM supports the Air Force vision
of global reach/global power, because it reduces
the numbers of people and equipment opera-
tional commanders must take with them when
they go to war. Avionics' reparable pipeline
times have been consistently shortened through-

out the fiscal year. Great strides have been made
in lowering engine repair times and base engine
stock levels have consistently remained around
100 percent full. The lessons learned from 2LM
are being adopted for other depot workloads in
the Lean Logistics demonstrations. Lean Logis-
tics utilizes express transportation, consolidated
inventory points, and depot repair on demand to
shorten the logistics pipeline. The shortened
pipeline will result in a "right sized" inventory.
Assets will be repaired on demand in response to
an actual failure in the field and assets will be
pushed to where they are most needed.

, The Support and Industrial Operations Mission
Element Board (S&I0 MEB), one of five MEBS
in AFMC., is chaired by the Directorate of Logis-
tics, HQ AFMC/LG. It is responsible for the
command activities that ensure the Air Force
operating commands get the best support at the
leastcostforevery system AFMCdelivers. S&10
members come mainly from the logistics com-
munity, but also come from a core of functional
experts from throughout the command. Budget
cuts, downsizing, and the accompanying changes
in defense strategies are the major challenges
shaping S&IO philosophies.

Continuous quality improvement is a driving
goal of depot maintenance while at the same time
reducing the cost of our product to our custom-
ers. Many tools are being used to guide us
towards thisdirection. Examples are Total Qual-
ity Management (TQM), Benchmarking, and the
application of Theory of Constraints.
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DEPOT MAINTENANCE ANNUAL REPORT FY93

The Depot Maintenance Annual Report provides a summary of past fiscal year achievements
along with an insight of special programs and actions which influence the AFMC depot mainte-

nance operations.
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Prture #3
OC-ALC Photo

(C-ALC: Aerial Base Photo

(Ogden Air Logistics Center (O0-ALC)

Number of Facilities: 299

Facility and Equipment Value: $1.871B
Aircraft: 318

Missiles: 769

Exchangeables: 75.276

Maintenance Man-hours: 6.179,0(X) DPAHSs

Major FY93 Accomplishments:

USN F/A-18 Aircraft. Madificaton Corrosion and Paint Program
(MCAPP); Prototyped the first USN C/KC-130 Aircraft. Standard
Depot Level Maintenance (SDLM) aircraft for a FY94 production
start. result of 4 DMRD 908 interservicing direction. F-16 Block 40/
42 FALCON UP. APG-66 Radar Programs, Aircraft Wheels Repair
and Overhau! Workload. The Technology and Industrial Support
Directorate became the Secretariat for the Air Force Software
Engineering Steering Group.

New Workloads:

F-16A/B, APG-66 Radar. F-16 Block 40/42. FALCON UP, F/A-18
Modification Corrosion and Paint Program (USN), C/KC-130
Standard Depot Level Maintenance Program (USN). Silo-Based
Intercontinental Ballistic Missile (SBICBM) System Program Otfice
ransferred Peacekeeper in Minuteman silo refurbishment at
Vandenberg AFB from contract to organic repair. circuoit card
manufacture, x-ray of JAU-8 initiator, F-11] software support.
New Facilities/Equipment:

SBICBM acquired 10 new Volvo White semi-truck/tractors, Computed
Tomography Facility,Upgraded B205 and B100, CNC Vertical Machining
Center. VAX Computer System improvements in B10() and B205.

Oklahoma City Air Logistics Center (OC-ALC)
Number of Facilities: 59
Facility and Equipment Value: $1.84B
Aircraft: 87 (Organic)
Engines: 1,053 (incl 436 missile engines)
Exchangeables: 111.975
Maintenance Man-hours: 6,526.854 DPAHs

Major FY93 Accomplishments:

Winner of the Air Force and Secretary of Defense Award for
Pollution Prevention. Reduced bazardous waste, handling, worker
exposure. and increased operational quality by replacing the previous
sealant mix and freeze operation with "just-in-time” procarement of
frozen aircraft sealant. Successful offeror on repair/overhaul competi-
tions for the E-3 Programmed Depot Maintenance (PDM). C-133
Refueling Boom. F-15 Turbine Motor. and three Constant Speed
Drives (CSDs) with a contract award value of $58.5M. Produced
154 Two-Level Maintenance engines for the Secretary of the Air
Force directed 2LM program.

New Workloads:

B-52H Programmed Depot Maintenance (PDM) was moved from
SA-ALC 10 OC-ALC. Navy E-6A Expanded Phase Maintenance
(EPM) Program was initiated by the E-3 System Support Manage-
ment Division. Engine 2LM for the F108-100. TF33-3/103.
TF33-100. and TF33-7. Initiated Avionics 2LM.

New Facilities/Equipment:

Addition of an energy dispersive X-Ray system to the existing
Scanning Electron Microscope.
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Sacramento Air Logistics Center (SM-ALC)

Number of Facilities: 107

Facility and Equipment Value: $1.204B
Aircraft: 164 Organic
Exchangeables:121,(X)2 (Organic)
Maintenance Man-hours: 6,107.000 DPAHs

Major FY93 Accomplishments:

Implemented Waichdog electronic monitoring system. Reduced
F-111 fuel tanks PDM by 3.000 hours, Completed Avionics
Modernization Program on the F-111E. Enhancement to AN/
FMN-1 Runway Visibility Computer. LH created a single point
of contact to the customer for cost, schedule, and performance.
Baselined configuration for AN/FMQ-12 Digital lonospheric
Sounding System. Completed Mobile Electronic Warfare
Surveillance System. LI Suggestion Program realized a tangible
benetit of $999.920), Established dual use concept.

New Workloads:

Kit proofed the F-111F Pacer Strike mod. Digital tlight contral
maodification for all F-111s started in FY93. Received 15 F-
111Gs for inspection and processing for sale to the Australian
Air Force. Joint Tactical Information Distribution System
(JTIDS) AN/TSC-131 US Marine Corps version. AN/TPN-30
Alr Traftic Control and Landing System (ATCALS). Guardrail
common sensor power plant AN/MJQ-44. AN/TSC-107
Communications van upgrade. AN/PRC-90-2C Survival Radio
upgrade. A/S 37U-2 Truck and shelter mount mini-MUTES.,
Army Bradley Fighting Vehicle.

New Facilities/Equipment:

Source Treatment Plant; Wind Tunnel for AN/FMQ-13: Com-
puter Repair Center Facility: Pneudraulics Facility.

San Antonio Air Logistics Center (SA-ALC)

Number of Facilities: 92

Fucility and Equipment Value:$1.209B
Aircraft: 80

Engines: 3.435(Includes modules)
Exchangeables: 6().387(organic)
Maintenance Man-hours: 7.406.000 DPAHs

Major FY93 Accomplishments:

Transitioned TF39, F100-200. and T56 engines to support Two-
Level Maintenance. B-2 Secondary Power System supported
trom newly built Gas Turbine Engine (GTE) Facility.

New Workloads:

B-1B PTO Shaft. Patriot Missile GTE (Army). LANTIRN. F-16
Paint. 2LM Quick Engine Change. ACFT Strip & Paint, T-3%
Cockpit Refurbishment, C-5 Speedline.

New Facilities/Equipment:

GTE Repair Facility, Corrosion Control Facility, QEC Facility.
Advanced Composite Repair Facility, T56. F100, TF39 Two
Level Maintenance Facilities.

Picture #6
SM-AL( Phote

SM-ALC: Aenal Base Photo




4
Center Summary

1 Sep1994

Warner Robins Air Logistics Center (WR-ALC)

Number of Facilities: 86

Facility and Equipment Value: $1.163B
Aircraft: 310 (Organic)

Exchangeables: 124.489 (organic)
Maintenance Man-hours: 7.383.000 DPAHs
New Workloads:

C-130 Cenrer Wing replacement., Global Positioning Systems
on Combat Talon; APG-63 Fire Control Radar System; Metal-
lurgical Analysis Team testing of Defense Logistics Agency
(DLA) hardware items; Conversion of Boeing 707 aircraft to
operational level maintenance trainer for JointSTARS program:
In-house F-15E Conformal Fuel Tank Repair.

New Facilities/Equipment:

Ground breaking for the first of fourteen buildings to \uppnrl
Joint Surveillance Target Attack Radar System (Joint STARS);
Fluid Cell Press and qucr Jet Cutter & Deburring Center were
added.
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Aerospace GGuidance & Metrology Center

(AGMCO)
Number of Facilities: 5
Facility and Equipment Value: $504.5M
Exchangeables: 11,173
Maintenance Man-hours: 961.0(X) DPAHs

Major FY93 Accomplishments:

The Suggestion and Value Engineering Programs for the
Directorate of Maintenance (MA) produced over $756.000 in
actual savings and $4.265.000 in cost avoidance. MA reduced
the number of Ozone Depleting Chemicals (ODCs) by more
than 557.000 pounds when compared to FY92 usage and
slashed the number of processes using ODCs from 1321 in
FY92 10 647 as of the end of FYY3, Implementation of 2LLM for
the F-16 and A-10 weapons systems reduced the actual um-
around time to 3.5 days, thus exceeding the goal of 5.5 days.

Aerospace Maintenance and Regeneration
Center (AMARC)

Number of Facilities: 81

Facility and Equipment Value: $45.4M

Inspections (Maintain-In): 5,455

Input to Storage: 911 (Acft only)

Routine Aircraft Reclamation: 27.056 (Parts)

Withdrawals: 165 (Flyaways, Overland, Museum)

Represervations: 35

Major FY93 Accomplishments:

Received 671 aircraft and processed 911 into storage. Used
TOQM tools to reduce time required to process aircraft into
storage by 24 hours. As of 10 Sep 93 had eliminated 28 B-52s

Prcture #9
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Oklahoma City Air Logistics Center (OC-ALC)

In an atmosphere of force reductions, base closures, and
severe budget constraints, OC-ALC succeeded in inno-
vating our practices to meet the needs of our customers.
Effective interservicing, efficient Two-Level Mainte-
nance (2LM), and successful competitions were the
fundamentals for FY93.

OC-ALC earned the prestigious U.S. Air Force Organi-
zational Excellence Award for the period July 1992 - July
1993, During the summer of 1993, 0C-ALC was the first
air logistics center to host AFMC’s senior military and
civilian leaders for HORIZONS. The focus of the confer-
ence was the Support and Industrial Operations Mission
Element which was an appropriate topic t be addressed
atan air logistics center.

OC-ALC entered into a revolutionary new interservice
maintenance program for the Navy’s 16 E-6A aircraft
called the Expanded Phase Maintenance Program. Under
this program, maintenance work is performed by depot
personnel working along side Navy personnel while the
aircraftisundergoing routine Phase Inspections. Allwork
isdone in the Navy’s facilities which is a unique arrange-
ment not found at any other repair depot. This Extended
Phase Maintenance Program eliminates a longer “away
from home base” time normally associated with tradi-
tional Scheduled Depot Level Maintenance (SDLM). It
eliminates an estimated six months of maintenance
downtime every six years which is the norm associated
with the traditional Navy SDLM Program. In addition to
aircraft support, this was the first year for OC-ALC t0
accept full overhaul requirements for the Navy engines,
TF30-P414 and F110-4(X). Production consisted of &1
TF30-P414 and 7 F110-400s.

OC-ALC completed the modification and testing of the
first U.S. aircraft used to support the Open Skies Treaty
that established unarmed aerial observation flights over
the United States, Canada, NATO and the Warsaw Pact.
OC-ALC was in charge of the cost, schedule, and perfor-
mance aspects of the modification of the aircraft. OC-
ALC brought the project in on schedule, delivering the
aircraft 30 June 1993, and $1.4 million under budget.

The Software Engineering Institute (SEI) awarded the
Software Division the Process Maturity Rating of Level 11
- the first Air Force organization to achieve this rating.
Each level of maturity brings with it increased reliability
w the customer, more productivity, and fewer defects.

The Automatic Digital Weather Switch relocated from
Carswell AFB, TX to OC-ALC. The switch brought 98
high-tech positions to Tinker.

OC-ALC wasnamed as the Cruise Missile Product Group
Manager (CM PGM) on 6 July 1993. The CM PGM 1s
responsible for numerous systems and their respective
pylons thus becominy the single face to the user for cruise
missiles (with the exceptionof the AGM-129A ACM). In
addition, OC-ALC is the Jocation of the System Support
Manager (SSM) for the AGM-129A Advance Cruise
Missile (ACM) which is scheduled for consignmentto the
Cruise Missile Product Group in July 1994.

ALCAR (Air Logistics Center Airframe Rating) is anew
program implemented to make our aircraft technicians
multi-skilled as opposed to the old single skill concept.
This new concept for training and certifving atrcraft
technicians provides significant benefits for both the
workers - who acquire a broader skill base, and the center,
which secures an enhanced competitive edge.

Participation in Depot Maintenance Competition (DMC)
proved to be extremely successful for OC-ALC. A
winning bid was made to retain the USAF E-3 Aircraft
Programmed Depot Maintenance (PDM) workload for
FY94-FY98 which meant & new one-year contract, with
four succeeding option years, and is estimated at a tot of
$36Mifoptioned throughout the five year contract period.
Repair and overhaul workloads consisting of three Con-
stant Speed Drives (CSDs), the F-15 Turbine Motor, and
the KC-135 Refueling Boom were ulso won.

OC-ALC implemented the Secretary of the Air Force’s
Two-Level Maintenance (2LM) program for engines
during FY93. CORAL THRUST, the 2LM Engine Test,
wascompleted 30 Sep 1993. Itsuccessfully demonstrated
support of pipeline segments, bise stock levels, two level
maintenance processes, and initial process improvements.
Phase-in of the F108s and TF33s resulted in the 2LM
production of 154 engines from eight different bases.

Phase II of the NATO Maintenance and Supply Agency
(NAMSA) workload began in FY93. OC-ALC bid
against U.S. and European companies, and was awarded
the four year, $3million contracton 16 separate line items.
The items include regulators, valves, hiquid oxygen con-
verters, computers, indicators and amplifiers used on
NATO C-130 aircraft.

Tinker won the Air Force’s and the Secretary of Defense’s
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top pollution prevention awards for FY93. Human expo-
sure 1o toxic chemicals and air emissions to the environ-
ment has been reduced through the implementation of the
Self-Priming Topcoat for aircraft. Replacement of the
previous sealant mix and freeze operation, with “just-in-
time” procurement of frozen aircraft sealant, has reduced
hazardous waste, worker exposure, and increased opera-
tional quality.

Toeliminate the use of harmful plating chemicals, suchas
chrome, OC-ALC implemented five new thermal spray
processes: powder flame spray, wire flame spray, plasma
spray, arc spray, and High Velocity Oxygen Fuel spray.

Tinker also opened a new Hazardous Materials Cell, 22
July 1993. The cell is only one of two in the entire Air
Force,andisthe Jargest. The HAZMAT cellis instrumen-
tal in the safe flow of hazardous materials within the large
industrial complex. It is a special office which incorpo-
rates the functions of base supply and depot supply and is
designed to manage hazardous materials on Tinker AFB.

All of these accomplishments could not have happened
without the talents, hard work, and dedication of the
complementing civilian, military, and contractor work
force.

Ogden Air Logistics Center (00-ALC)

The Aircraft Directorate entered into a new era of private
contract operations when Ogden won the bid to perform
the Modification Corrosion and Paint Program (MCAPP)
requirements on the Navy F/A-18 fighter/attack aircraft.
The contract award is for the basic year and four one-year
options. Total contract value for the five-year period is
560,599,715. The prototype Navy C-130 Standard Depot
Level Maintenance (SDLM) aircraft was inducted in
June. The aircraft was accepted by the U.S. Marine Corp
activity with zero defects noted. Ogden has expanded its
“two-level maintenance” role beyond avionics into the
realm of engines. Initiated and completed the third phase
of Coronet Deuce, which ran from 1 Oct 92 to 30 Sep 93;
the test was successful in showing that two-level mainte-
nance could be sustained long term. The APG-66,F-16A/
B Radar workload and F-16 Block 40/42 FALCON UP
Program were won competitively. A nine member team
was involved in the development, planning, implementa-
tion, and feasibility assessment for enhanced electronic
warfare, Five aircraft have been completed; this modifi-
cation could involve allF-16C/D, Block 25/30/32 aircraft.

The Missile Maintenance Section of the Silo-Based Inter-

continental Ballistic Missile (SBICBM) System Program
Office reduced operating costs by $226,000. The Missile
Transportation, Handling, and Deactivation Section de-
veloped procedures and trained Army personnel on mus-
sile/motor handling and storage tasks, enabling Pueblo,
CO, and Navajo, AZ, Army storage facilities tocome on-
line ahead of schedule. Twenty successful cruise missile
recoveries at Dugway Proving Ground, UT, and four
missile recoveries at Primrose Lake Evaluation Range in
Alberta, Canada, were performed. The recovery in
Canada was the first successful recovery outside U.S.
territory. As a result, we were asked to participate in
developing afunctional ground testfor the cruise missiles.
Over 1,000 Minuteman and Peacekeeper motors and 150
Minuteman missile overground trucking transfers were
performed; 6(X) Minuteman carriages were proof loaded.

Construction was started on the new Computed
Tomography Facility for Minuteman and Peacekeeper
Missile (largest production facility of this type in the
continental U.S.); estimated completion date is Sep 94.
The Technology and Industrial Support Directorate held
the Annual Software Technology Conference in Salt Lake
City, UT. This tri-service sponsored conference attracts
representatives from all DoD agencies and private indus-
tries. It has been an ideal vehicle by which to exchange
the latest software information. The Science and Engi-
neering Laboratory has expanded its customer base by
upgrading its facility. A crosstalk publication from the
Software Division continues to be the premier software
publication for DoD users. The free monthly publication
provides the latest up-to-date software information avail-
able.

Automated Remanufacturing of Cylindrical Objects
(ARCO) was implemented using four prototype sysiems.
ARCOisavoiceactivated computer inspection station for
landing gear components designed to improve the quality
of the evaluation and inspection process by reducing the
time to determine proper repair routes. In Mar 93 the
Commodity Directorate completed efforts to establish a
feature based manufacturing cell in Bldg 510. Thecellis
designed to efficiently manufacture small to medium
sized machine turned components such as bolts, pins,
sleeves, bushings, and shafts, incorporating just-in-time
manufacturing principles with improved machining pro-
cesses. Investment casting saw a significant increase in
workload due to marketing efforts with the Naval Under-
sea Warfare Depot Keyport, WA. We provide castings on
eight different components, which the Navy assembles
with other hardware, for use on submarines and as torpedo
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sub-assemblies, Currentorders amount to [, 20K} castings
(2,500 manhours). A depot maintenance competition
workload for aircraft wheels repair and overhaul, with
seven other reputable bidders, was won by OO-ALC.

San Antonio Air Logistics Center (SA-ALC)

SA-ALC's mission, capabilities, and demonstrated per-
formance during peacetime and world conflicts make it
the heart of the Nation's strategic airlift capability now
and for the foreseeable future. The C-5 is, and will
continue 1o be, the backbone of the strategic airliftmission
for the next 15 to 20 years. The C-17, which is managed
and will be maintained at SA-ALC, will further amplify
our strategic role as the prime large bodied aircraft
maintenance center in the Air Force.

SA-ALC's $17 million in productivity savings ranks
highest in the Air Force and we have pioneered the Air
Force's only Organic Warranty Program covering all
items manufactured or repaired at the Center. The
program guarantees that work performed at SA-ALC will
be free of material and workmanship defects fora 30-day
period after installation.

SA-ALCisthe AirForce Centerof Excellence for Aircraft
Engines, engine modules, and related work. State of the
artinspections, repairand test technologies insure engine
availability, safety, reliability and quality for America's
front line fighters and ransport aircraft. Our Jet Engine
Overhaul/Repair Complex is designed for cleaning, in-
specting, and repairing the T56, TF39, and F100 engines.
The complex allows for the ready adaptation to new
engine inspection, Tepair, and testing technologies in it’s
1.2 million square foot facility.

Under Two Level Maintenance (2LM), SA-ALC pro-
vides front-line engine support to Air Combat Command
(ACC), Air Mobility Command (AMC), and Air Educa-
tion and Training Command (AETC). Three facilities
are being renovated to support engine 2LM at SA-ALC.
SA-ALC prototyped the 2LLM repair and conducted the
CORAL STAR test for the FI(X)-PW-220/E engines in
FY93. During the test, 25 engines were repaired and
returned to the customers under the expedited processes
to be utilized at full implementation. Similar planning
was initiated to expand the engine 2LM program to the
TF39 and T56 engines in FY94.

The Propulsion Product Group Manager (PPGM) estab-
lished at SA-ALC in FY93, provides management of
propulsion activities through the use of existing infra-

structures. The PPGM haslife cycle managementrespon-
sibility for planning, analysis, technology development
and insertion through design, development, production,
sustainment, modification and retirement. These func-
tions are accomplished by the PPGM using « Propulsion
Integrated Product Team (PIPT) comprised of propulsion
personnel from SA-ALC, OC-ALC, and ASC,

The Commodity Production Division repairs over 1,(XK)
Gas Turbine Engines (GTE) including Secondary Power
Systems. The F-15 AMAD and the B-1B ADG are in
production in the newly completed GTE Facility. With
this new facility the Center’s capability has been ex-
panded to provide competitive overhaul and repair for
engine start systems, aircraft starters, secondary power
systems and small GTEs.

In FY93, SA-ALC became the depot of choice for the
PATRIOT Missile System GTE and other Army Ground
Power GTE applications. This was the direct result of the
Jan 91, Defense Depot Maintenance Council (DDMC)
GTE Consolidation Study, which recognized SA-ALC as
the DoD Center of Excellence for GTEs. Contributing
factors were SA-ALC's industrial capabilities, infrastruc-
ture, existing capacity, skilled work force and future
growth potential in this depot repair commodity. This
centerhas demonstratedits ability toaggressively develop
organic capability to respond to both Army and Navy
interservice needs. We were able to compress the PA-
TRIOT and Navy T56/501K production schedules re-
spectively, by three months due to the infrastructure
availability and commonality of workload. In addition,
38,000 hours of Navy and Coast Guard workload includ-
ing GTEs, engine components, manufacture of torpedo
components, and repair of radar test sets was accom-
plished in FYY3,

The Center's first competition victory came in FY 93 with
the successful proposal to modify 71 C-5A/B aircraft.
This contract was awarded as the best value to the
Governmenton the basis of SA-ALC's bid of $35M onan
estimated $70M contract. The firstaircraftto arrive on the
Speedline was in June 1993 with one arriving per month
for the remainder of FY93. These four aircraft received
large modifications to the landing gear assemblies and the
Malfunction DetectionandReadout System (MADARS).
SA-ALC completed all work ahead of schedule and is
currently performing at a 2% profit margin.

During FY93, this center achieved a 39% reduction in
flow days on C-5A aircraft. The average flow days i
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January 1993 wereoverd(X)days. By September 1993, the
flow days had been reduced to less than 244 days.

In FYY3, this Center's capability was further enhanced
withtheacceptance of the new Corrosion Control Facility.
This facility 1 the only one of its size in DoD which has
the capability to strip a C-5 cargo size or smaller aircraft
using plastic bead mediablasting (PMB), an environmen-
tally "clean” process to remove airframe coatings.

Source of repair responsibility for the B-52 during the
early months of FYY3 remained divided between SA-
ALCand OC-ALC., Inearly March 1992, the two centers
began formulating a plan to ransfer all SA-ALC man-
aged MISTR items for the B-52 10 OC-ALC. Implemen-
tation of this plancommenced on 1 October 1992 with the
ransfer of Kelly's field generated, non-fixture MISTR
assets to OC-ALC. Eight B-52 Bombers continued
throughthe PDM linein FY93, with the completion of the
last one on 22 May 1993, marking the end of an era. SA-
ALC had established a 36-year relationship with the
aircraft and during that period had performed PDM on
1,427 B-52 aircraft.

SA-ALC was awarded EPA's Stratospheric Ozone Pro-
tection Award for its outstanding program to control,
monitor, and eliminate the use of ozone depleting mate-
rials. Numerous pollution prevention programs, such as
areduction of 53% in ODC use and a 33% reduction in
the use of EPA 17s hasallowed SA-ALCtoexceed the Air
Force mandated goals in all program areas.

Sacramento Air Logistics Center (SM-ALC)

Sacramento Air Logistics Center has a vision: to expand
the base into a model dual-use industrial facility. We are
leveraging our investment in facilities, equipment and
technologies to provide the genesis of this dual-use plan.
We are offering our capabilities, facilities and technolo-
gies for interservicing, and supporting commercial appli-
cations that are in the interest of the taxpayer. Working
together, “Team McClellan” has made overwhelming
progress toward building reality into our challenging
vision.

SM-ALC is the largest industrial employer in Northern
California, leading the way for depot level maintenance.
Hightechnology createsa world-unique situation inmany
areas, and continues the tradition of leadership. We have
the only fighter-size non-destructive inspection (NDI)
facility and the only industrial reactor in the Department
of Defense. This provides an opportunity for the Center

to work with other U.S. Agencies like NASA, We also
hosted the Navy’sF-14 Tomcatinthe NDland the Army’s
Apache Helicopter which we hosted in both the NDl and
the McClellan Nuclear Radiation Center for blade inspec-
tion.

High technology is continually evident in our software
supportfacilities, computer-aided design/computer-aided
manufacturing processes, S-axis numerical control ma-
chining equipment, customer configured optical equip-
ment, and DoD’s largest plastic injection molding ma-
chine.

Fornew workloads, the Army’s Bradley Fighting Vehicle
workload was awarded to the Commodities Directorate,
for atotal of $4.5M for a five year period. In addition, we
received the workload for the Joint Tactical Information
Distribution System AN/TSC-131 US Marine Corps
version. Thisinterservicing effortcontinuestodisplay the
position of cooperation that SM-ALC providesto all DoD
projects. Additional new workload includes a $2.3M
communication van upgrade, and a survival radio up-
grade. SM-ALC kit proofed the F-111F Pacer Strike
modification, and a digital flight control modification for
all F-111s started in FY93 and will continue through
FYY7. 15 F-111Gs were received for inspection and
processing for sale to the Australian Air Force.

In the LH Directorate, an enhancement to the AN/FMN-
I Runway Visibility Computer was completed and a
Project Management Flight was created to provide a
single point of contact to the customer for costs, schedule,
and performance. A Computer Repair Center was created
to accomplish computer workloads in-house small com-
puter support and Mission Critical Computer Resources.
Based-lined configuration for the AN/FMG-12 Digital
lonospheric Sounding System was accomplished and the
program was completed for the Mobile Electronic War-
fare Surveillance System (MEWWS). Additional workload
included the AN/TSC- 107 communications van upgrade
for $2.344M.

In September 1993, the Super Connectivity Magnetic
Energy Storage (SCMES) was placed on contract. The
PCCIE Program received $17.6M from the Defense
Nuclear Agency to accomplish an engineering stdy of
SCMES 1o do power conditioning. On Veteran’s Day,
1993, President Clinton signed a bill appropriating the
first $11.5 million of a 5 year, $40 million project, where
we will jointly develop an environmentally compliant
casting facility for the domestic automobile industry and
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the DoD with the United States Council for Automotive
Research (USCAR). USCAR represents the Chrysler
Corporation, Ford Motor Company, and General Motors
Corporation. The USCAR-McClellin team will origi-
nateand implement new procedures, processes, materials
and technologies with a goal of producing acost effective
foundry with near zero impact on the environment.

Representing another thrust toward the transfer of mili-
tary capacity into peaceful uses, we formed a parmership
with a local utility company to develop and demonstrate
advanced technologies for zero-pollution electric ve-
hicles. Significantly, this agreement will create civilian
jobs in the process and help establish an electric vehicle
industry in Sacramento.

Warner Robins Air Logistics Center (WR-ALC)

Warner Robins Air Logistics Center (WR-ALC) contin-
ues tobe the key economic engine for the state of Georgia,
daily providing logistical support to our customer, the
warfighter. Our goal is to become the “Center of Choice”
for all TWSM activities.

Our Electronic Warfare Management Directorate partici-
pated in Coronet Deuce Il which was a Two-Level
Maintenance test of the F-16 aircraft. ALR-G9 Radar
Warning Receiverassets wererouted directlyto WR-ALC
where they were expressed to the production shop. The
Hardware Production Branch processed, repaired and
returned 723 two-level items during this test with an
average flow time of slighdy less than 9 hours. This far
exceeded the standard of 3 days and considerably ex-
ceeded the preferred time of 1 day. Processimprovements
institutionalized during this test are presently being used
for two-level maintenance which will be implemented in
FYY4.

Our Avionics Management Directorate experienced sig-
nificant growth during 1993 in their support to Foreign
Military Sales(FMS) countries utilizing the Low Altitde
Navigation & Targeting for Night(LANTIRN) AAQ-13/
14. Both development of test program sets and establish-
ment of follow-on support cases were added to our
workload management this year by 3 additional coun-
tries.

History was made with the replacement of the C-130)
Center Wing which increases the life of the wing from a
range of 8/12,000 flight hours to 30,000 flight hours.
Additionally, the first Combat Shadow C-130 was pro-
duced in Jan {993, These initiatives will give our Special

Operations Force Command a greater availability of
aircraft to meet their operational needs. An environmen-
tally compatible high pressure Bicarbonate of Soda (BOSS)
depaintprocedure was alsointroduced which willenhance
our hazardous waste reduction efforts.

Thanks t0 a concerted team effort, our C-141 Production
Division rolled out the first C-141 Center Wing Box
aircraft on 14 Sep 93, 17 days ahead of schedule. Thisis
the first of 113 Center Wing Box repairs that will be
accomplished at & total contract award price of just over
$62 million.

Anexample of personal commitment & initiative from the
highest to lowest level can be found in the Flexible
Computer Integrated Manufacturing, or FCIM.  This
project is creating paperless engineering and manufactur-
ing processes resulting in the ability to acquire, store,
convert, and distribute intelligent digital descriptions of
weapon system parts and assemblies. These accomplish-
ments have been the result of investments in excess of
$30M over the past five years.

Teamwork and immediate technology transition played
and importantrole for ateam of engineers and technicians
from the Technology and Industrial Support Directorate
and the Materials Directorate/System Support Division at
WrightLaboratory who combined forces toachieve anear-
term solution that has allowed rapid repair of the cracked
Weep Holes on C-141 aircraft. Keeping environmental
and safety concerns in mind, Wright Labs developed and
improved a method of surface preparation enabling WR-
ALC to perfect the bonded Boron repair process. Repairs
were initiated within 3 months from starting the project
and, todate, 257 patcheshave been installed on 69 aircraft.
This efforthas allowed Team Robins to return the aircraft
to Air Mobility Command for unrestricted flight ahead of
schedule.

An in-house tear down and analysis wasaccomplished on
a C-141 Empennage by our Engineering Testing Team
and Materials Analysis Team. The high flight time
structure was considered representative of all C-141 air-
craft and was found to be free from structural defects or
corrosion. Efforts such as this provide valuable informa-
tion towards evaluating the flying future of the C-141
aircraft.

Members of the F-15 Management Directorate and Tech-
nology and Industrial Support Directorate came up with
an unbeatable combination - a substantial money saving
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design that increased the life span and improved the F-15
rudder. Because of technology improvements that were
incorporated into the design, the new rudder is expected
to last at least three times longer and 15 projected to cost
approximately one half the current cost.

Aerospace Guidanceand Metrology Center (AGMC)

The Directorate of Maintenance initiated a project to
eliminate the use of Ozone Depleting Chemicals (ODCs).
By the end of FYY3, aqueous cleaning centers were in
place for 55% of the workloads. The world now recog-
nizes the hazards of stratospheric ozone depletion associ-
ated with the release of chlorofluorocarbon (CFC) com-
poundsand other ODCs into the atmosphere. Responding
to the customer’s requirements to reduce, and eventually
eliminate ODC use, the Aerospace Guidance and Metrol-
ogy Centerhas combined aggressive in-house testing and
development practices with streamlined procurement
processes to slash the number of processes which use
ODCs from 1,321 in FY92 to 647 as of the end of FY93.
This translated to areduction in the use of ODCs by more
than 557,000 pounds (a reduction of over 45%) when
compared to FY92 usage. Dividing the cost of these
conversionefforts by the annual savings, based on the cost
avoidance of not having to purchase these ODCs, yields
a payback time of approximately two years. These
accomplishments have shown that alternatives to pro-
cesses using ODCs can be successfully implemented in a
timely and cost effective manner. Itis also noteworthy to
mention that the implementation of non-ODC alternative
processes has notonly helped to protect the earth s ozone
layer, but has made AGMC amore productive and safer
place to work. Yields on many processes have increased
after the conversion to non-ODC processes, and the
workers are no longer required to work with hazardous
solvents. As a direct result of these accomplishments,
AGMChas been acknowledged as a leader in developing
and implementing non-ODC processes.

Two-Level Maintenance (2LM) wasimplemented for the
F-16.and A- 10 weapon systems under the Coronet Deuce
pilot program. With a tunaround time goal of 5.5 days,
actual turnaround time was 3.5 days. The Theory of
Constraints (TOC) concept was implemented in four
work groups, with resulting decreases in turnaround time,
work-in-process (WIP), and cost-of-repair per unit.

During FY93, the Directorate of Metrology, AGMC/ML
at AGMC implemented IWSM for the Air Force Metrol-
ogy and Calibration (AFMETCAL) Material Group

Manager (MGM). The AFMETCAL MGM s the Single
Manager for acquisition and cradle to grave management
of calibration standards for the Air Force Measurement
Standards Laboratory (AFMSL) at Newark and 173
PMELSs worldwide. The AFMETCAL MGM laboratory
workload exceeded 12,500 units for USAF and FMS
MGM laboratory workload and technical order produc-
tion will be privatized in place. The inherently govern-
ment management responsibility charged to the
AFMETCAL MGM will continue to be executed by
organic O&M AFMC resources at the Newark site.

Aerospace Maintenance and Regeneration Center
(AMARC)

During FY93, AMARC received 671 aircraft and pro-
cessed 911 into storage, increasing the Center's tota
inventory to more than 4,50 aircraft from various Ser-
vices throughout DOD. The Center, using Total Quality
Management (TQM) tools, reduced the number of
manhours required to process aircraft into storage by 24
hours. This equates to a $260,(()) savings to the Govern-
ment.

AMARC prepared 8] aircraft for flyaway and 84 were
shipped overland. There were 45 F-106 aircraft flown to
AEL, a contractor facility in East Alton, Illinois for
conversion to drone configuration. One Navy F4 was
flown to Tracor, a contractor facility located in Mojave,
California in support of the QF<4 Drone Program. Four
Navy F-4s were flown to Cherry Point NAS/NADEP,
North Carolini. Twenty-One AT-38 aircraft were flown
to Holloman AFB, New Mexico in support of the FMS/
Taiwan pilot training program. Two OV-10As were
flown to Kelly AFB, Texas and two C-130Bs were
ransferred to foreign governments through the State
Department.

InFY93, AMARCreclaimed and shipped 14,954 priority
and 12,102 routine parts foratotal of 27, 056 parts returned
to the DOD inventory. The value of assets (aircraft and
parts) which AMARC returned to service in FY93 was
$734.4M. The Center's FY93 operating expense was
$50.1 million. This results in a net cost avoidance of
$14.65 for every dobar spent.

In support of the Strategic Arms Reduction Treaty
(START), 365 B-52 aircraft are scheduled to be elimi-
nated over & 3.5 year period. The Treaty requires they be
cut into five pieces. As of 30 Sep 93, AMARC has
eliminated 28 B-52s.
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A Touch
of
CLaSS
Active Duty Squadron

649 CLSS Hill AFB, UT

651 CLSS Kelly AFB, TX

652 CLSS ~ McClellan AFB, CA

653 CLSS Robins AFB, GA

654 CLSS  Tinker AFB, OK

Reserve Forces Squadron

445 CLSS Wright-Patterson AFB, ()H!
622 CLSS Robins AFB, GA

507 CLSS Tinker AFB, OK

433 CLSS Kelly AFB, TX

419 CLSS Hill AFB, UT

604 CLSS McCliellan AFB, CA

The mission of Combat Logistics Support Squadrons
(CLSS)istoprovidehighly trained, worldwide-deployable,
Aircraft Battle Damage Repair (ABDR), Supply Aug-
mentation Team (SAT), and Packaging Augmentation
Team (PAT) teams to the operating commands in war-
time. Additionally, CLSS units continue to provide
valuable depot level assistance around the globe. The
following is aunit-by-unit review of the active duty CLSS
squadron activities for FY93,

649 CLSS, Hill AFB, UT

The 649th Combat Logistics Support Squadron (CLSS)
applied its expertise in 1993 to significantly enhance the
combat capability and functions of USAF and friendly
forces throughout the world. We were proud recipients of
the Air Force Maintenance Effectiveness and the Out-
standing Unit Awards. Personnel expended 76,214
manhours while deployed to 97 overseas and stateside
bases. Thisinvolved 94 teamscomprised of 426 personnel
for a total of 2,692 days. A highlight of all our repair
actions during 1993 was the first-ever in-the-field repair
of anextensively damaged Foreign Military Sales Turkish
F-16aircraft. Repair actions included replacement of four
major bulkheads, rejoin of the forward and center fuselage
sections which had become separated during the crash,
and complete aircraft systems checkout. The normal
repair time of 15 months was cut in half by our dedicated
CLSS 13-member team. The aircraft released on its first
FCF with but minor discrepancies. The crash damage
repair program completed three aircraft in 1993 with two
presently in work. F-16C 88-(493, which received
Surface-Air-Missile damage in Desert Storm, in work 20

months, will release in May 94 five months ahead of
schedule.

Rapid Area Distribution Support Teams performedinfive
different countries conducting base closure and redistri-
bution support. Ourbasewide Supply and Transportation
support was monumental, as personnel provided assis-
tance to the Defense Logistics Agency, Technology and
Industrial Support Directorate, and Defense Depot Ogden.
Additionally, the Aircraft Directorate and Landing Gear
facility benefited increasingly from our maintenance
expertise.

The Hill Aerospace and Air Force Museum continued to
expand in size and popularity due in large part to the 649
CLSS efforts. Personnel contributed 9,756 manhours in
themanufacturing of MIG-21 parts, reskin of B-29 and C-
54 flight control surfaces, towing of C-54, reanchoring,
and bird proofing of all aircraft on display.

651 CLSS, Kelly AFB, TX

New ground was broken by the 651st CLSS that kept our
men and womenhoned tohigh states of combat readiness.
QOur people contributed immensely to the Air Force
mission in the areas of Aircraft Maintenance, Propulsion
Maintenance, and Supply and Transportation.

To help alleviate the backlog of C-5 aircraft awaiting
Programmed Depot Maintenance, the 65 1st was tasked by
the SA-ALC Commander to take a C-5 through depot
maintenance utilizing only CLSS personnel. This three
month project provided invaluable training for our C-5
maintainers, and put a desperately needed airlift resource
back into the C-5 fleet ahead of schedule. Our perfor-
mance was so impressive that we took another C-5 that
was behind schedule and delivered it on time. A tribute
to our quality work was evident in the functional check
flights of both aircraft. Each C-5 passed or “bought” on
their first flight, a rarity in the C-5 depot world.

FY93 was also a transitional year for the 651 CLSS. Due
topersonnel cutbacks and the acquisition of the new C-17
transport, we shifted our ABDR responsibilities of the B-
52 10 654 CLSS and concentrated our efforts on the
acquisition of C-17 ABDR. This required extensive
training of all our B-52 maintainers, especially advanced
composite schools for our structural people.

Two levels of Maintenance has been a mainstay for our
Propulsion Branch in FY93. We spearheaded the SA-
ALCF100 Two Levels of Maintenance program for SA-
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ALC through training civilian technicians, building en-
gine docks out of DRMO materials saving over 250,0(X)
dollars, and contributing to the Two Levels Mobility
Conference. In addition to our Two Levels work, we
augmented numerous Air National Guard engine shops
providing desperately needed propulsion maintainers
during a period of alarming cutbacks.

Equally impressive, are the accomplishments of the
Supply and Transportation Flight. Both elements have
deployed to almost every part of the globe, spending %)
percent of 1993 on the road. Just a few of our successes
included joint Supply and Transportation taskings at the
Indian Ocean Tracking Station, Republic of Seychelles;
where the team packed and shipped satellite tracking
equipment for Space Command. Our RADS teams also
completed BaseClosure projectsat Bergstromand Carswell
AFB, Texas. While on homestation, supply personnel
assisted Defense Reutilization and Marketing Office with
“Operation Coral Reduce,” and inventory reduction pro-
gram and in precious metal recovery operations. Our
supply folks also assisted Lackland Base Supply with
relocation of assets to their new logistics facilities. Addi-
tionally, the Supply Element completed rewarehousing
projectsat Incirlik AB. Turkey and at Clear AFS, Alaska.
The Transportation Element completed two projects for
the Inter-American AirForce Academy (IAAFA ) deploy-
ingtoHomestead AFB, FL torecover OV- 1 Oaircraftparts
damaged during Hurricane Andrew:™

652 CLSS, McClellan AFB, CA

The 652 CLSS continued to live up to its motto, “A Touch
of CLaSS,” by ensuring total customer satisfaction and
quality products. Our infallible maintenance teams accu-
mulated more than 224,814 man-hours while simulta-
neously satisfying our peacetime mission requirements of
depot-level modifications, heavy maintenance, service
bulletins, and wartime training. A-1() aircraft teams
responded almost overnight to an urgent request from
Headquarters United States Air Forces in Europe to
augment flightline maintenance at Spangdahlem Air
Base, Germany — an unprecedented tasking. Once in
place, they rescued a rapidly declining mission-capable
rate, raising it from 77.5 percent to an impressive 91
percent. Concurrently, the sortie generation rates in-
creased from 16 sorties per day to an awesome 62 sorties
perday. Our F-117 maintainers, “Team Stealth,” contin-
ued an excellent tradition in F-117A maintenance while
deployed to Holloman Air Force Base, New Mexico,
Team Stealth installed 18 service bulletins on 32 aircraft
and saved $625,000 compared to contractor cost. Our F-

11 maintainers also provided unmatched technical as-
sistance to customers at Cannon Air Force Base, New
Mexico, and the Aerospace Maintenance and Regenera-
tion Center (AMARC), Davis-Monthan Air Force Base,
Arizona. As the most sought-after experts today, they
responded quickly to our customers, saving over $40,(XX)
while earning 4,018 man-hours,

The rapid area distribution support (RADS) team contin-
ued 1o span the globe, supporting taskings such as base
closures, rewarehousing, and weapon system conver-
sions. Our RADS team’s biggest undertaking processed
more than 35,000 line items — enough supplies and
equipment to support a 1,5() - bed contingency hospital
atRAF Upwood, United Kingdom. Moreover, the RADS
team processed more than 40,(XX) line items on combined
weapon system conversions and rewarehousing projects.
The RADS team packaged over 829.000 pounds of carga
while recovering special tooling, test equipment, and
flight simulators. Most noteworthy, however, were our
superior efforts in the expeditious closure of Mather Air
Force Base, California; the 652 CLSS handled over 130
truckloads of property.

The overall accomplishments of the 652 CLSS won the
squadron great acclaim throughout the year, as well as
numerous coveted organizational and individual awards,
including the Air Force Outstanding Unit Award and the
AFMC Logistics Manager of the Year, Junior Manager
Award. We also had three distinguished graduates and
one Commandant Award winner from professional mili-
tary education.

653 CLSS, Robins AFB, GA

Continuing to exceed its standard of excellence, the
squadron gamnered its sixth Air Force Outstanding Unit
Award and won the 1992 USAF Maintenance Effective-
ness Award (MEA). The squadron received these awards
based on innovative management actions, effective use of
maintenanceresources, continuous quality improvements,
workioad planning and execution, and base/community
involvement. General Yates presented the prestigious
MEA to the men and women of the 653 CLSS in
September 1993.

During FY93, 165 squadron 