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Dear Senator Roth: 

In response to your request we have assessed the Department of 
Defense’s (Don’s) progress in implementing its spare parts initiatives. 
The Secretary of Defense announced the initiatives in July and August 
1983 to improve the procurement of spare parts. A more detailed discus- 
sion of the initiatives and the results of our review are provided in the 
appendixes. 

We previously reported to you on spare parts procurement at the San 
Antonio Air Logistics Center, Aviation Systems Command, Ships Parts 
Control Center, and Defense Electronics Supply Center.1 Our follow-up 
work was performed at these same activities. This report presents the 
results of our review at the Army’s Aviation Systems Command 
(AVSCOM), and includes the following: 

. information on price increases during the two periods we examined (see 
xv. III>, 

. an evaluation of the adequacy of the price analysis procurement offi- 
cials performed during each of these periods (see app. IV), 

. an assessment of the personnel changes made in response to the initia- 
tives (see app. V), and 

. our observations on how implementing selected initiatives could be 
improved (see app. VI). 

Our methodology is explained in appendix II. Separate reports are being 
issued on the results of our review at other locations. 

We compared the prices on 8,630 procurements totaling $510 million to 
determine the changes that occurred during the 12-month period ending 
March 31,1985. Our review showed that 8.2 percent of the procure- 
ments experienced price increases of 25 percent or more, while 55 per- 
cent had either no price change or a price decrease. We could not 

‘DOD Initiatives to Improve the Acquisition of Spare Parts (GAO/NSIAD-86-62, Mar. 11,1986). 
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quantify how m uch the initiatives, as opposed to other factors2 helped 
achieve these results. 

We found, however, that inadequate price analyses occurred in 24.5 per- 
cent of our sam ple procurem ents with price increases of 25 percent or 
m ore. Price increases of this m agnitude should prom pt close scrutiny. 
Further, inadequate price analyses occurred in 28.6 percent of our sam - 
pled first-tim e procurem ents. Adequate price analyses on first-tim e ’ 
procurem ents are particularly important because the acceptability of 
future prices often depends on how they com pare with first-tim e prices. 

The Army could m ake several changes to improve the environm ent at 
AVSCCIM. The Army M ateriel Com m and (AMC) directed AVSCOM to imple- 
m ent the spare parts initiatives and, at the sam e tim e, to reduce the tim e 
taken to award contracts. While we recognize that these priorities are 
not necessarily incom patible, they created difficulties at AVSCOM, because 
the workload (purchase requests to be placed under contract) had 
increased substantially but the staff increase was m inim al. As a result, 
AVSCXM procurem ent officials had to decide whether the additional steps 
required by the initiatives were to be perform ed, the backlog of pur- 
chase requests increased, or tim e standards for contract award 
exceeded. 

In addition, the initiative focusing on training had not been fully imple- 
m ented-of the 238 authorized training slots for procurem ent per- 
sonnel, 140 or 59 percent, were utilized. M oreover, specialized spare 
parts training was incom plete. 

Finally, AVSCOM'S com petition rate was lower during the period of our 
follow-up work than in the period of our earlier review. This is an 
unusual condition, considering the emphasis on the use of com petition to 
improve spare parts prices. We believe the conflicting directions, when 
com bined with a heavy workload and the incom plete training of buyers, 
could perpetuate the environm ent described in our earlier report, 
Buyers were encouraged to award contracts as quickly as possible, thus 
reducing the quality of price analysis. 

%hsnges in spare parts prices could have been the result of several factors. Certainly, lower inflation 
and improvement in the economy played major roles. The attention given spare parts by top DOD 
officials and efforts by contractors to minimize price increases and avoid adverse media publicity 
may have also contributed. 
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We are, therefore, recommending that the Secretary of the Army reas- 
sess the reduction in time for awarding contracts to eliminate the poten- 
tial conflict between rapid award of contracts and quality price analysis. 
We also recommend that the Secretary direct AVSCQM to increase the use 
of co8mpetition and provide its buyers with both regular and specialized 
training. 

DQ)D agreed with our principal findings. (See app. VII.) DOD noted that 
significant, additional training was accomplished after completion of our 
review and that more emphasis was placed on reviewing price increases 
in excess of 26 percent. DOD also stated that it will ensure that the Army 
addresses the issues of lead time, quality price analysis, and 
competition. 

As arranged with your office, unless you publicly announce its contents 
earlier, we plan no further distribution of this report until 30 days from 
the date of the report. At that time we will send copies to interested 
parties and make copies available to others upon request. 

Sincerely yours, 

Frank C. Conahan 
Assistant Comptroller General 
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Apwndix I 

Background 

In July and August 1933, the Secretary of Defense set the tone for DOD’s 
position on unwarranted price growth and/or excessive’pricing on spare 
parts procurement, In two memorandums, the Secretary announced a 
series of initiatives, such as 

0 pursuing refunds on a voluntary or legal basis; 
. strengthening procedures for debarring and/or suspending contractors, 
l refusing to do business with contractors guilty of excessive pricing, and 
. identifying alternate sources, including foreign sources. 

The Secretary of Defense asked each service and the Defense Logistics 
Agency (DLA) to initiate comprehensive programs to fully address the 
problem. In addition, the Secretary called for efforts by the DOD 
Inspector General and the Deputy Secretary of Defense, and established 
an Office of Spares Program Management. The Secretary’s memoran- 
dums and the responses from the services and DLA have produced a cor- 
rective action plan commonly referred to as the “spare parts 
initiatives,” 

The Congress, also concerned with spare parts procurement, enacted the 
Defense Procurement Reform Act of 1934,’ requiring DOD to address 
spare parts pricing problems by 

l refusing to enter into contracts unless the proposed prices are fair and 
reasonable; 

. continuing and accelerating ongoing efforts to improve defense con- 
tracting procedures to encourage effective competition and ensure fair 
and reasonable prices; 

+ using standard or commercial parts whenever such use is technically 
acceptable and cost effective; 

l acquiring replenishment parts in economic order quantities and on a 
multiyear basis whenever feasible, practicable, and cost effective; and 

l reexamining the policies relating to acquisition, pricing, and manage- 
ment of replenishment spare parts and technical data related to such 
p$WtX. 

In 1984 several congressional requesters asked us to analyze increases 
in spare parts prices and to discuss DOD’S improvement initiatives and 
their status. A previous report* on these issues indicated that DOD was 

‘Section 1201 of the Defense Authorization Act, 1986, was designated the Defense Procurement 
Reform Act of 1984. 

%OD Init;iativea to Imwove the Acquisition of Spare Parts (GAO/N&W-8662, Mar. 11,1986). 
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making progress but it would be some time before the initiatives could 
be fully evaluated. The report also indicated that from January 1980 
thmugh Auglst 1983: 

. significant price increases occurred in the procurement of spare parts at 
four DOD kE~tkXW; 

l contractors’ prices were, in many cases, accepted by DOD procurement, 
officials (buyers and principal contracting officers) without challenge; 

. management emphasized the number of awards made rather than the 
quality of prices obtained; 

. procurement officials were encouraged to limit the analysis performed 
on low dollar value procuremen@ and 

. DOD announced the spare parts initiatives and established a system for 
monitoring their progress. 

In 19&5 the Chairman, Senate Committee on Governmental Affairs 
requested a follow-up review. As agreed with the Committee’s repre- 
sentatives, we did the follow up at the s’ame DOD locations where we did 
our earlier work and are reporting the results separately, by location 
(Air Force, Navy, and DLA). 

AVSCOM is located in St. Louis, Missouri, and is one of six Army com- 
mands reporting to the U.S. Army Materiel Command (MC). These com- 
mands are responsible for spare parts support of the Army’s tactical 
equipment. ~vsco&s primary mission is to provide aviation spare parts 
and materiel to the Army. AVSCOM purchases over 60,000 spare parts to 
support about 8,400 helicopters and 566 fixed-wing aircraft, and other 
aviation related equipment. 

As of August 31, 1985, the spare parts inventory managed by AVSCOM 
was valued at about $3.1 billion, with another $1.1 billion on order. 
About 644 civilian and 15 military staff directly and indirectly support 
the functions involved in awarding contracts through negotiation, 
formal advertising, simplified purchases, and delivery orders issued 
against basic ordering agreements3 

3The bask ordering agreements are not contracts but written agreements that provide the contract 
provisions that will apply to orders. subsequently issued under the agreements. Orders under the 
basic ordering agreements may be issued as priced or unpriced. Priced orders occur before issuance. 
Unpriced orders are not priced until some time after issuance. 
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Appendix II . 
ObJ@  ‘ves, Scope, and Methodology 

Our objectives were to determine whether 

l increases in spare parts prices had improved; 
l the improvement, if any, indicated that the initiatives were working; 
l the adequacy of price analyses performed by procurement officials on 

individual procurements had improved; 
l personnel changes required by the initiatives had been implemented; 

and 
. changes, other than personnel related changes, indicated that various 

initiatives are being followed+ 

To meet these objectives, we did the following: 

l Identified price changes that occurred on procurements made during the 
12-month period ending March 3 1,1986, and grouped these changes into 
four categories: price decreases, prices that remained unchanged, price 
increases of up to 24.3 percent, and price increases of 25 percent or 
mare. 

0 Analyzed whether factors such as competition, changes in quantity, and 
dollar value influenced price behavior. (We performed the same anal- 
yses during our previous review). 

l Selected a statistical sample of 174 procurements (contract files) from a 
universe of &,630 procurements to evaluate the adequacy of price anal- 
yses performed by procurement officials on individual procurements. 

l Determined if AVSWM had made changes in its personnel evaluation 
system as required by the initiatives. 

l Determined the number of competitive awards and the number of 
procurements for which quantities had increased from previous buys. 
(The initiatives emphasize the need for competition as well as buying in 
larger quantities to avoid frequent buys of small quantities.) 

To make unit price comparisons, we obtained the AVSCOM procurement 
history master file. This file contains detailed procurement information 
on all AVSCOM procurements, including end items, initial provisioning 
items, equipment modification and overhaul, and replenishment spare 
parts. Since we were concerned only with replenishment spare parts, we 
eliminated procurements that did not meet that definition from the data 
file. 
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We also excluded unpriced orders because price comparisons cannot be 
made on spare parts procured under such arrangements.1 We included 
basic ordering agreements and other similar agreements in our sampling 
unless the final price determination was made by government represent- 
atives at contractor plants or other locations. We excluded those 
procurements because our objective was to assess the adequacy of price 
analyses at AVsCQM. 

We used computer analysis to compare price changes for each item. This 
analysis compared the most recent unit price within our time frame 
(April 1,1984, through March 31,1985) to the second most recent unit 
price and then compared the second most recent price to the third most 
recent price. If an item was procured only once during our review no 
comparison was made unless a procurement occurred between January 
1,1980, and April 1,1984. 

This process resulted in 5,466 unit price comparisons. We adjusted per- 
centage price changes if the interval between purchases exceeded 1 year 
by dividing 365 days by the number of days between procurements and 
multiplying this amount by the actual percentage price change: 

Armual percentage = 365 
price change Number of days 

x Actual percentage 
price change 

between procurements 

If the interval between procurements was less than 1 year, we made no 
adjustment. 

Our review covered replenishment spare parts procurements for 1 year 
and compared them with procurements occurring in that same year or, 
as far back as January 1,198O. Our earlier report covered procurements 
for 3 l/2 years between January 1,1980, and June 30,1983, in which 
both procurements had to occur. Because of the differences in designs, 
the earlier study contained a higher proportion of more frequently pur- 
chased items and used a shorter period of developing comparisons. 
These differences could affect the proportion of items purchased at rela- 
tively longer intervals included in the two periods. Thus, the results of 
the two studies cannot be directly compared. 

‘We perfomecl a separate review af unpriced orders for the Senate Committee on Governmental 
Affairs. 
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Our resuhs show price increases within each period for those procure- 
ments that met our selection criteria. They also indicate some differ- 
ences in the price increases, but because of the design differences noted 
above, the exact differences between periods are not known. However, 
because of the large number of procurements involved, the results pro- 
vide an indicator of change between periods. 

To measure improvement, if any, in the adequacy of price analyses, we 
randomly sampled procurements from five categories: (1) single 
procurements (or buys), (2) those procurements with price decreases, 
(3) those without price change, (4) those with price increases up to 24.9 
percent, and (6) those with price increases of 26 percent or more. 

Price analysis is defined as the process used to determine whether the 
offered price-before making a contract award-is fair and reasonable, 
To evaluate the adequacy of the price analyses performed, we used cri- 
teria contained in the Federal Acquisition Regulations (FAR), the DOD FAR 
Supplement, and the Armed Services Pricing Manual Number 2, (also 
known as the Small Purchase Manual). 

We based our analyses on the information contained in the AWCOM pro- 
curement history master file and on data obtained during interviews 
with the responsible buyer or contracting officer. These interviews were 
made to resolve any questions arising from our review of the documents 
and to provide these personnel an opportunity to comment or discuss 
the case. Although we did not do a formal reliability assessment of this 
data base, we compared the award dates, national stock numbers, and 
unit prices on our sample contracts to data recorded in the automated 
file. We found only minor errors that would not preclude use of the 
automated data. 

We did not review the implementation of each initiative nor could we 
identify improvement in relation to specific initiatives. Although we did 
not evaluate the implementation of each initiative, we attempted to 
identify, based on discussions with procurement officials and a review 
of procurement files, those instances where it was evident that selected 
initiatives were not being adequately implemented. 

Our review was performed in accordance with generally accepted gov- 
ernment auditing standards. 
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Appendix III 

‘Sptie Parts Priees,and Factors That 
Influence Price 

Spare Parts Prices Our review indicated that spare parts prices are moving in the right 
direction. Table III. 1 shows a 10.5-percent increase in procurements 
with decreased or unchanged prices, and a decrease of 40 percent in 
procurements with price increases of 25 percent or more over data from 
our previous review. Table III.2 presents this data in terms of dollars 
and shows a 25’ percent increase in decreased or unchanged prices, 
fewer (17 percent) with higher prices, and a decrease of 46 percent in 
price increases of 25 percent or more. 

Table III.1 AVSCOM’s Spare Parts 
Procur@mants by Price Chan’ge 
Catego’ry by Tranaacti~ons 

c%tegory 
Price decrease 

During the 42 months Durin th’a 12 months 
snlded June 30,1983 end@ 8 March 31,1985 

Number Percent Number Percent 
7,958 37.1 2,436 44.6 

RI change in price 2,710 12.6 560 10.3 
0 to 24.9 % increase 7.844 

21938 
36.6 2.014 36.9 

25% or more increase 13.7 446 8.2 
Total 21,450 100.0 5,458 100.0 

TablIe Ill.2 AVSCOM’s Spare Parts 
Procwrem~ent by Price Change Category Dollars in Millions 

Duri’ng the 42 months Duri,n thleb 12 mlolnths 
ended June 30,1983 ende e$ March 31,1985 

Certeglory Awards Percent Awards Percent 
Price decrease $262.3 35.6 $238.8 46.8 
No change in price 58.1 7.9 40.4 40.5 
0 to 24.9% increase 351.8 49.7 206.6 40.5 
25% or more increase 65.0 8.8 24.2 4.8 
Total $737.2 100.0 9510.0 100.0 

These changes in spare parts prices may have been the result of several 
factors. Certainly, lower inflation and improvement in the economy 
played major roles. The attention given spare parts pricing by top DOD 
officials and efforts by contractors to minimize price increases and 
avoid adverse media publicity probably contributed. Also, AVS~OM’S 
implementation of some of the initiatives may have had a favorable 
impact. We could not, however, quantify how much the initiatives, as 
opposed to other factors, contributed to the favorable direction spare 
parts prices have taken. 

Price Increases Our analyses showed significant price increases occurred less often, but 
when they did occur, the increases were apt to be more severe. For 
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exanrple, procurements with price increases of 300 percent or more 
increased substantially. Table III.3 shows the magnitude of price 
increases in the over %-percent category for our current and previous 
reviews. 

TaBb18e 111.3: Magnitude of Price 
Increases iln the Over Z&percent 
Calegory by TransactIons 

Percent increare 

During the 42 months Durin the 12 monlhs 
ended June 3O,lW3 ende d March 31,1955 

Number Percent Number Percent 
25to 99.99 2,237 76.1 319 71.5 
mto199.99 368 12.6 48 10.7 
zoo tcl299.99 116 3.9 16 3.6 
300 to 399.99 60 2.0 15 3.4 
400 to 494.99 23 .8 4 .9 
495 134 4.6 44 9.9 
natal 2.938 100.0 446 106.0 

Table III.4 shows a larger proportion of procurements with substantial 
price increases occurred on the larger dollar value (over $26,000) 
procurements. 

TablIe 111.4: Magin~itude of Price 
Increarcee in the Over 25-Percent 
C~taglory(In Dollar Ranges) 

Dollar range 
oto - 1,000 
1.001 to-10,cHl 
10,Omto-25,OQo 428 14.5 59 13.2 
25,001t0-EiQm 146 5.0 30 6.7 
50,001t0-100,000 128 4.4 11 2.5 
0ver$100,000 115 3.9 33 7.4 
Total 2,938 100.0 446 100.0 

During the 42 months D~urin thle 12 molnths 
ended June 30,1953 ende 8 March 3X1955 

Number 01 Percent 01 Number of 
procurements total procuremlents Pe’=7% 

802 27.3 133 29.8 
1.319 44.9 180 40.4 

1 

Factors That Influence As in our previous review, we analyzed three factors to determine if 

Spare Parts Prices 
they influenced price behavior. These factors are 

. competitive versus noncompetitive procurement, 
e quantities procured, and 
a dollar value of procurements. 

The following are the results of both our previous and current reviews. 
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Competition In our previous review, we compared price increases in competitive 
procurements with those in noncompetitive procurements and found 
that 62.6 percent of the noncompetitive procurements, compared to 45.6 
percent of the competitive procurements, experienced price increases. 
We also found that 14.1 percent af the noncompetitive procurements 
experienced price increases of 2,6 percent or more, compared with 12.8 
percent for the competitive procurements. We concluded, therefore, that 
competition reduced both the frequency and severity of price increases. 
Competition is not a panacea, however, and its effectiveness depends to 
a large degree on conditions in the marketplace. 

Our current and previous analyses have some similarities and some dif- 
ferences. (See table III.@. 

#,I 
Table 111.5: CompetMve a,nld NoncoimIpetitive Procuremlents by Price Cha~nge Categoty 

Purha~ the 42 molnths andled Jlunr 30,lgM Owing the 12 mlawnthls ended March 31.1985 
COttlpctllitiV~ None~m~pelWe comlm*mSYBb N~oncom~petitive 

No. Percent Wo. Percent NIO. Fbmenl No. Percent 
Price d’ecrease 3,292 46.4 4,666 32.5 814 56.0 1,622 40.5 
No change in price 568 8.0 2,142 14.9 76 5.2 484 12.1 
0 to 24.9% increase 2,332 32.8 5,512 38.5 414 28.5 1,602 40.0 
25% or more increase 909 12.8 2,029 14.1 150 10.3 296 7.4 
Tolai 7,101 100 Al 14,349 100.0 1,454 100.0 4,004 100.0 

Table III.5 shows that 38.8 percent of the competitively awarded 
procurements experienced price increases while 47.4 of the noncompeti- 
tive procurements experienced price increases. In our earlier analyses 
45.6 percent of the competitively awarded procurements experienced 
price increases compared to 52.6 percent of the noncompetitive awards. 
Thus, our current work also indicates that competition appears to 
reduce the frequency of price increases. 

Regarding the magnitude of price increases, our earlier analysis showed 
14.1 percent of the noncompetitive awards experienced increases of 26 
percent or more, compared to 12.8 percent of the competitive awards. 
Our current analysis shows 10.3 percent of the competitive awards 
experienced price increases of 25 percent or more, compared to 7.4 per- 
cent of the noncompetitive awards. 

Table III.6 shows that AVSCOM'S use of competition went down from 33.1 
percent to 2,6.6 percent. 
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AppendixIll 
SparehrtsPdmaandFactmsThat 
lmfhenp Friee 

TablIe Ill& Compstiti’on Rates 
Owing the 42 months llurin the 12 monlhs 
ended June 30,19%3 arn’ds c? March 31,1985 

Nto. Percent No. Percent 
Competitive 7,101 33.1 1,452 26.6 
Non-competit ive 14,349 s9 4,004 73.4 
Total 21 A50 100.0 5.456 100.0 

Purchase Quantity Our previous review showed that for 68 percent of the procurements, 
unit prices decreased or remained unchanged when purchase quantities 
were increased. In our current review, the unit price decreased or 
remained unchanged for 63 percent of the comparisons where quantities 
increased. (See table 111.7). 

TambIle Ill.6 P&e Chanrrlclr by OuanriZv Variatlon 

Category 
Pricedecrease 
Nochange 
Oto 24.9 

percent 
More then 25 

Dercent 

During tha 42 molnths Duiln the 12 months 
endedJune30,19%3 endIe 8 March 31,198S 

QuarPtlty 
Percent 

Q’urmtlty Quantity 
dlewease lncrea,e Percent d:::::! Percent increase Percent 

1,963 24.7 5,702 46.2 424 26.8 1,960 52.7 
965 12.1 1,458 11,8 162 lo,2 364 10.3 

3,463 43.5 3,971 32.2 759 47.9 1,183 31.8 

1,569 19.7 1,201 9.7 238 15.0 193 5.2 
Total 7,wo 100.0 12,332 99.9 1,583 99.9 3,720 100.0 

AVSCOM increased the number of procurements involving increased quan- 
tity, In our current review, 70.1 percent of all procurements had quan- 
tity increases, aa shown in table 111.8. 

Table 111.8: Incrlerawd Quantity 
Procurements 

Increased auaniitv 

Durilng the 42 months Ouri~n th’e 12 months 
ended June 30,1983 ende d March 31,198s 

No. Percent No. Percent 
12.332 60.8 3.720 70.1 

Decreased quantity 7,960 39.2 1,583 29.9 
Total 20,292 100.0 5,303 100.0 

Dollar Value Severe price increases occurred on procurements in all ranges. Table 
III.9 shows, however, that such increases were most frequent in the 
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lowest &~llar rtunge, $1,000 or less, and the highest dollar range, 
$100,000 or more. Thus, while d&u- value influences the frequency of 
severe price increases, it is significant that over seven percent of the 
time high d&kr valuer procurements experienced severe increases. 

TablIe llL9: Total Procu~rem~emts and 
ProcwremeMs Inlcreasing in Price by 25 Procurements increas’ing 
Percent or More (In Dollar Ranges) in price by 25 percent or 

To1al more 
Dollar ranger procurement Number Percent 
O-l,!300 789 319 40.4 
1,000.10,cM)o 2,304 48 2.1 
10,001 - 25,000 922 16 1.7 
25,001 - 50,000 603 15 3.0 
50,001 - 1cQooo 333 4 1.2 
aver$lOO,OOO 605 44 7.3 
TQtsl 5,458 446 8.2 
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Appendix IV 

Adequacy of Fkice Analyses on 
IMividual Fbcurements 

Improvement haa been made in the adequacy of price analyses per- 
formed by procurement officials on procurements with price increases 
of 26 percent or more. Table IV.1 shows that on a sample basis, 24.5 
percent of such procurements were inadequately analyzed. In our earlier 
analyses, 41.6 percent of the sampled items were inadequately analyzed. 
A&bough improvement has occurred, the opportunity exists for further 
improvement, since price increases of this magnitude should prompt I 
close scrutiny. 

Other procurement categories where analyses needed improvement were 
first-time buys and price increases up to 26 percent. Of the 36 first-time 
buys randomly selected for review, price analyses on 10 or 28.6 percent 
were inadequate. Inadequate analyses on first-time buys can perpetuate 
price increases because the acceptability of future prices often depends 
on how they compare with first-time prices. Of the 32 procurements 
where prices increased up to 26 percent, price analyses on 7, or 21.9 
percent, were inadequate. 

To determine the adequacy of price analysis, we reviewed 174 procure- 
ments randomly selected from the universe of 8,630 contracts awarded 
between April I, 1984, and March 31,1986. We concluded that price 
analyses were adequate on 121 contracts and inadequate on 36 con- 
tracts, as shown in table IV. 1. We were unable to reach a conclusion on 
the remaining 18 contracts.1 Our conclusions were baaed on a review of 
the documents in individual contract files and interviews with respon- 
sible buyers and/or contracting officers. These interviews were made to 
resolve arty questions arising from our review of the documents and to 
provide procurement officials an opportunity to discuss or comment on 
the case. 

%venteen contracts did not meet our criteria for review. One contract file was not available for 
review. 
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TWe IV.1 : Summary of AVSCOM’s Ptic@ AnIalyees on 174 Sam@@ Contracta Awarded Durinig the 1 Z-Month Period End’ed 
March 31,lgM 

Ad@$&i$t~ /ice 
rP 

Inad;q;att# yice No conclusion , 
TOtd r realchad 

sllrmplle No. Plercent No. Percent Nlo. PWWnt 
single buys" 35 25 71.4 10 28.6 . l 

Pri’ce d~ecrease 36 31 86.1 5 13.9 ’ . 

No change 22 20 90.9 1 4.5 1 4.5 
0 to 24.9 percent% 32 24 75.0 7 21.9 1 3.1 
Price increase over 25% 49 21 42.9 12 24.5 16 32.7 
Tote1 174 121 60.5 35 20.1 18 10.3 

Tingle buys are thaee procurement8 made only once from January 1960 through March 1985 

Projecting our sample results, we estimate that procurement officials’ 
price analyses may have been inadequate on 1,821 contract awards, plus 
or minus 621 of the 8,630 procurements. The estimate was made at the 
96 percent confidence level, with a standard error rate of plus or minus 
7,2 percent. In short, between 1,260 to 2,442 contract awards may not 
have been adequately analyzed. 

Our evaluation of price analyses does not provide a basis for deter- 
mining whether prices were fair and reasonable, However, it does sug- 
gest AVSCXIM'S vulnerability to unreasonable prices because adequate 
price analyses were not performed. 

Procurement Officials’ In evaluating whether the contracts included in our sample received 

Analyses Adequate adequate price analysis, we relied on guidance in the FAR, the DOD FAR 
Supplement, and the Armed Services Pricing Manual Number Two. 
These documents state that procurement officials are responsible for 
selecting and using price analysis techniques that will ensure a fair and 
reasonable price. For example, the Armed Services Pricing Manual 
statesmen that 

“For every procurement, the contracting officer must decide as to fairness and rea- 
sonableness of the price to be paid for a product or a service. The obligation to con- 
tract at fair and reasonable prices does not diminish as we move down the scale 
from multi-million dollar contracts for systems acquisition to the nickel and dime 
item prices for nuts, bolta, and screws . . . . The conclusion that a price is fair and 
reas’onable must b’e based on some form of analysis . , . . How detailed the analysis is 
will depend on the dollars and the nature of the product. a #being purchased.” 
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To’ determine that a price is fair and reasonable, a procurement official 
may do one or more of the following: 

. compare competitive price quotations received in response to a 
solicitation, 

. compare prior quotations and contract prices with current quotations 
for the same or similar items, 

. compare proposed prices with independent government cost estimates, 
l compare proposed prices with competitive published lists, and 
9 exercise personal knowledge that the price quoted reflects the value of 

the item being purchased. 

Procurement Officials’ Table IV.2 summarizes our reasons for concluding that procurement 
officials did not perform adequate price analyses on 35 contracts. 

Analyses Inadequate 
Table IV.2 Rsasons for Inadequate 
Pried Analysles Last supplier not solicited 9 

Inadequate analysis when only one quote received 15 
Large price increase over short time period 
Documentation did not suDoort bases for lsrice analyses 

3 
5 

Other 3 

Last Supplier Not Solicited In 9 of the 35 cases, the procurement official did not solicit the supplier 
who sold the same item to the government the last time it was pur- 
chased. Five of the cases were formally advertised procurements and 
four were simplified purchases. For formally advertised procurements, 
the FAR states that the previous supplier shall be solicited. For simplified 
purchases over $1,000, the FAR states that, generally, solicitations shall 
be limited to three qualified suppliers, two of which were not included 
on the previous solicitation. This would indicate that the third supplier 
to be solicited should be the previous supplier. 

In all 9 cases, we found that the procurement officials did not follow up 
on the status of the previous procurement before requesting quotes from 
contractors. For example, in one case the buyer received a purchase 
request to purchase 75 bell cranks. The buyer did not identify the most 
recent procurement and, as a result, did not request a quote from the 
vendor awarded that contract. The buyer awarded the contract to the 
sole bidder at a unit price of $137. That price represented a 32-percent 
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increase over the $103.86 paid on the previous procurement awarded 78 
days earlier, The buyer had access to current procurement data through 
use of camputer terminals located throughout the procurement direc- 
torate, but did not utihze references to the previous procurement. 

Inadequate Justification for In 16 of 36 cmes, procurement officials did not perform adequate price 
Acceptance of Price When analyses when only one bid or quote was received. The FAR states that 
Only One Bid Was Received the reasonableness of a proposed price should be based on competitive 

quotations and when just one response is received, additional effort on 
the part of procurement officials is required. In these cases, procure- 
ment officials simply accepted a single response without question. 

Our study further showed that solicitation was limited to one source for 
10 of the 16 cases and to two sources for 5 of the 18 cases, and that 
single bids were received for all 16 cases in this category. Solicitation 
was restricted because the Army had insufficient or no technical data to 
solicit additional suppliers, or because the Army requires suppliers to 
become approved sources to be considered for a contract award. For 
example, the Army purchased 2 cable guides at a unit cost of $6,616.40 
for a total of $ 11,032.&O. There was one approved source for this unit 
and it was deemed uneconomical for the government to seek other sup- 
pliers. The contract fiIe contained no evidence which detailed the 
buyer’s determination that the price was acceptable and the contracting 
officer was unable to say why the quoted price was accepted without 
analysis. 

Large Price Increases in 
Short Periods 

We found three cases where prices increased significantly in a short 
time, when compared to the last price paid. For example, the price paid 
for one item increased 68 percent in 6 months; and in another case, 
increased 42 percent in 11 months, 

In all three cases, the vendors’ quotes appeared competitive and the pro- 
curement official accepted the lowest quote, as permitted by the FAR. 
The Ft4.R presumes adequate price competition wiIl establish acceptable 
prices. However, because of the significant price growth over a short 
time, the procurement official should have taken further action to deter- 
mine the acceptability of the price. For example, the buyer could have 
questioned the price increase; contacted the government representative 
at the contractor’s plant; or referred the price to AVSCOM'S technical per- 
sonnel for an in-house estimate. 
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Documentation Did Not 
Support Basis for Price 
Determination 

In 5 of the 36 cases the buyer’s documents did not adequately explain 
why the current price was accepted. For example, in one case the pro- 
curement official negotiated a unit price of $93.69 for 54 access screen 
doors for use on a helicopter. An analysis done by the Plant Representa- 
tive’s Office located at the contractor’s plant recommended a unit price 
of $10.70. The primary difference between the contractor’s proposal 
and the plant representative’s recommendation concerned labor hours. 
The procurement official at NSCXBI did not address this issue in docu: 
menting the case and the price negotiation memo merely concluded that 
the negotiated price was “fair and reasonable” despite the fact that the 
$93.69 price represents an annual rate of increase of 93 percent over the 
previous price. 

IMR 16.803 (c) requires that 
,‘ 

.  .  I  the contracting offker should include comments in the price negotiation memo- 
randum when significant audit or other recommendations are not adopted.” 

We believe that the issue surfaced by the plant representative in its rec- 
ommendation should have been addressed by the procurement official 
documenting the case. 

#her In 3 of the 36 cases, we found the buyer had made erroneous, incom- 
plete, or inadequate price analysis when concluding that price was 
acceptable. For example, in one case a buyer purchased 82 vertical 
indicators at a unit cost of $353, for a total cost of $28,946. In evalu- 
ating the vendor’s proposal, the procurement official calculated the gov- 
ermnent’s objective using an incorrect producer price index. Had the 
correct index been used, the government’s obj’ective would have been 
lower and, as a result, a better price may have been negotiated. The con- 
tracting officer believed a price of $2 to $6 less per item could have been 
negotiated had the correct producer price index been used. 
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Appendix V 

Personnel Changes RelaM in Spare 
Parts Initiatives 

We found that M&XM had made a number of changes in its personnel 
system, as required by the initiatives. For example, AVSCDM revised its 
performance evaluation factors to emphasize the quality of price anal- 
ysis; established an incentive program for recognizing cost reductions 
and increases in competition when buying spare parts; and initiated 
training of procurement personnel. Additional details on training are 
presented in appendix VI. 

perfommce Stavldards 
One of the Secretary of Defense’s spare part initiatives required the mil- 
Italy &apmenh ad Du &J: 

“Revise performance evaluation factors for acquisition and logistic managers to 
include emphasis on spare parts pricing, breakout, competition, and value engi- 
neering accomplishments.” 

AVSCXIFM subsequently issued a policy statement that directed managers 
and supervisors to identify positions with spare parts responsibilities 
and begin review and revision of applicable standards. As of June 30, 
19E%, AVSCOM had identified 1,207 military and civilian positions with 
spare parts responsibilities and revised the performance standards for 
the positions. 

According to an MKXM Civilian Personnel Office official, the initiatives 
caused AVSQM’S personnel system to focus on the importance of quality 
price analysis. Thus, procurement officials are required, under the per- 
formance standards, to 

. support breakout’ efforts that will increase the use of competition in the 
procurement of spare parts, 

. obtain assistance from AVSCOM technical personnel, and when necessary, 
have them prepare estimated prices when contractors’ proposed prices 
appear excessive, and 

. comply with special approval procedures on price increases of more 
than 25 percent. 

While AVSCOM revised the performance standards of its procurement offi- 
cials to improve the quality of price analysis, AMC reduced the standards 

?he term breakout has two meanings. One meaning involves buying parts directly from manufac- 
turers that were previously bought from prime contractors which did not actuaJly manufacture the 
part. The second meaning involves seeking alternate sources for items previously furnished by only 
one source. 
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governing the amount of time procurement officials were to take to per- 
form price analysis. It would appear, therefore, that these actions are 
working at CROSS purposes, improving quality by requiring additional 
steps in price analysis, while reducing the amount of time permitted to 
award contracts. Further discussion is in appendix VI. 

AVSCOM’s Incentive 
Awards Programs 

Another of the Secretary of Defense’s initiatives suggested “reward of 
employees who rigorously pursue cost savings.” 

AWCOM'S Civilian Personnel Office developed a booklet to help supervi- 
sors understand the relationship between the incentive awards program 
and performance during spare parts procurement. This booklet provides 
general guidance and procedures governing employee recognition 
through the incentive awards program for accomplishments achieved in 
the procurement of spare parts. The recognition includes monetary and 
honorary awards for performance and suggestions. Honorary awards 
are available to military personnel, civilian employees, and contractors. 
Monetary awards are available to GS employees, Merit Pay employees, 
and military personnel. Table V.l summarizes AVSCOM'S fiscal year 1986 
incentive awards for civilian and military personnel. 

Table V-1: Incentive Awards for Fiscal 
Year 1966 Relating to Spare Parts 
Procurement Type of award 

Pedormance (Civilian) 
Suggestion 
Suggestion 

Performance (Military) 

Number of 
recipient(s) Awards Projected benefits 

11 $12,849.86 $271 million 
1 $25.00 Intangible 

Certificate $13,493.94 and 
1 intangible 

Meritorious Service 
3 Medal $6.6 million 

Army Achievement 
1 Medal Intangible 

Meritorious Service 
and Army 

1 Achievement Medals $12 million 

Status of Disciplinary In addition to rewarding employees, the Secretary of Defense also called 

Actions 
for 

“stern disciplinary action, including reprimand, demotion, or dismissal of those 
employees who are negligent in implementing spare part duties.” 
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According to an AVS%OM Civilian Personnel Office representative, AVSCOM 
has not taken disciplinary action against any of its employees, Rather 
than take disciplinary action, the command attempts to exhaust all 
other avenues of corrective action (counsehng and warning notices) 
before taking measures such as reassignment, demotion, and removal. 
The command believes that “corrective actions,” taken for poor spare 
parts performance, satisfies the intent of the requirement to discipline 
employees. 

AVSCOM took one corrective action against an employee whose perform- 
ance under Procurement Administration Lead Time (P&T) standards had 
been unsatisfactory.” According to a personnel representative, discipli- 
nary action is the next step if the employee does not show improvement. 
The AVBX&I representative also told us that informal corrective action is 
probably being taken at the division level within the Directorate for Pro- 
curement and Production and that those actions are not reflected in per- 
sonnel records. 

Training Another of the spare parts initiatives calls for 

“Expansion of training curricula to insure proper emphasis, understanding, and 
technical skill level for all personnel engaged in the acquisition of spare parts.” 

AWCOM buyers receive a series of seven mandatory training courses as 
they move from entry level to more advanced procurement positions. 
AV~CCIM alsol provides up to ‘7 or 8 weeks of entry level training to buyers. 

In addition to this training, AMC initiated action that required special 
training as a result of the spare parts initiatives. The primary course 
was called “Spare Parts Management” and consisted of 40 hours of 
training. 

While AVSCOM initiated action to meet the intent of the training required 
by AMC, progress has been slow and all of the personnel that should have 
had the training have not. Additional information on training is pre- 
sented in appendix VI. 

‘PALT stmdards establish the mmber of days it should take to place a purchase request on contract. 
Buyers are required to meet or exceed these standards 86 percent of the time. 
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Appendix VI 

Observations on Implementation of the Spare 
Parts Initiatives 

The Army’s directions for implementing the initiatives and reducing the 
time taken for contract award could result in buyer confusion regarding 
the prio’rity of quality price analysis and rapid contract award. Further, 
specialized spare parts tr&ing was not completed, and slots allocated 
for overall training was not utilized. AWOM was authorized 238 training 
spaces and 140 (69 percent) were filled. 

Additional Analysis 

. 

. 

. screening items for breakout, and 

. pursuing refunds in cases of apparent overpricing by contractors. 

The Army’s implementation of the initiatives added several steps to the 
Army’s procurement procedures. Some examples of these are 

identifying price disparties and seeking special approval for price 
increases over 26 percent, 
challenging the procurements when the proposed prices appear unre- 
lated to estimated values, 

Additional steps will tend to increase the amount of time it takes AVSCOM 
buyers to award contracts. However, at the same time, buyers were told 
to award contracts faster. 

Reduction in Time AMC reduced Procurement Administrative Lead Time standards for 
fiscal year 1985 as follows: 

Table VI.1: Procurement Administrative 
Leadtime Standards et AVSCOM (In 
Days) 

Purchase reauests 

Formal 
advertising 

Competitive Noncompetitive 
negotiation negotistion 

$25,OOOand less 
FY1984 
FY1985 

Difference 

. 90 90 

. 88 77 
2 13 

Purchase requests 
over$25,000 
FYI964 180 200 150 
FY1985 164 180 157 

Difference 16 20 (7) 
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Table VI.2 shows the number of purchase requests placed on contract in 
fiscal years 1984 and 19186, The work load increased with substantially 
more purchase requests placed on contract. 

Table Vl.2: Pwch,ars RsqueaW Plscrwl 
on Contact Fiscal Year 

QUMkW 1984 
Fiscal ;;@I; 

Diflarence 
1st 1,303 1,094 (2W 
2nd 1,493 2,714 1,221 
3rd 3,552 4,955 1,403 
4th 4,143 5,7-w 1,636 
Totd 10,491 14342 4,031 

*Estimated, beaed on the increasle in purchase requests placed on contract during the 3rd and 4th 
qwters of fiscal year 1984. (4,143 divided 3,552 = 1.1664 times 4,955 - 5,779). 

The average number of purchase requests placed on contract each 
quarter during fiscal year 1984 was 2,623 compared to 3,636 in fiscal 
year 1965, an increase of 38.6 percent. Although awards increased by an 
estimated 38.6 percent, staffing positions with spare parts responsibih- 
ties increased 1.6 percent, from 313 in fiscal year 1984 to 318 in fiscal 
year 1985. 

Training AMC directed AVSCOM to initiate specialized training as a result of the ini- 
tiatives. The special training is a 40-hour course called “Spare Parts 
Management.” Forty-four percent, or 140 of the 318 persons in the 
target population completed the specialized training in fiscal year 1984. 
However, no one completed the training in fiscal year 1985. The 
remaining 178 persons or 66 percent of those designated to receive the 
course had not received the training, 

In addition, an AVSCOM training official told us that the procurement 
directorate had originally been authorized 238 training slots but had the 
slots reduced to 208 because the directorate was not fully utilizing avail- 
able slots. Fifty-nine percent of the original authorized training slots 
were utilized and 67 percent of the reduced slots were utilized. 

Also, during our review of sampled cases, we asked 27 buyers and con- 
tracting officers how much training had they received 

. 18, or 67 percent, stated no training had been provided. Of the 9 
remaining buyers and contracting officers, 6, or 22 percent, stated they 
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had received one week or less, and 3 stated that they had received more 
than a week. 

In commenting on our draft report, WD said that since the completion of 
our review additionzal, training had been provMed to MKXIM personnel. En 
addition to local training of AVscoEuI, 153 procurement people have 
received formal training in cost and price analysis, and 177 people have 
attended the “Spare Parts Management” course. 

Conclusions One of the objectives of the initiatives was to change the atmosphere or 
environment in which buyers were working at the buying centers. 
Emphasis had been on rapid contract award with little, if any, price 
analyses performed on small dollar value ($26,000 or less) 
procurements. 

We believe AVSCOM buyers receiving directions to carry out the initiatives 
and, at the same time, reduce the time it takes to award contracts were 
left with little criteria for determining priorities, Further, while the need 
to carry out the initiatives was emphasized by revised performance cri- 
teria and an incentive awards program, the sole corrective action 
reported by the personnel office involved an individual who did not 
meet PALT standards, 

The increased work load without a corresponding increase in staffing 
added further impetus to an emphasis on rapid contract award. These 
conditions could have contributed to AVSCOM'S failure to complete spe- 
cialized spare parts training or to utilize other available training slots. 

Recommendations We recommend that the Secretary of the Army reassess the reduction in 
standard times for awarding contracts to minimize the conflict between 
rapid contract award and quality price analysis. We also recommend 
that the Secretary direct AVSCCIM to increase the use of competition in 
spare parts procurement and to provide buyers with both regular and 
specialized training. 

Agency Cmnments tional training was accomplished after completion of our review and 
that more emphasis was placed on reviewing price increases in excess of 
26 percent. DOD also said that it will ensure that the Army addresses the 
issues of lead time, quality price analysis, and competition. 
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Appendix VII 

blnments From. the Assistant Secretary of 
Defense for Acquisition and Logistics 

ASSISTANT SECRETARY OF DEFENSE 

WASHINGTON. D.C. 2030!-8000 

ACQUISITION AND 
LQQlwFIC5 

L-SPW APR 15 1987 

Mr. Frank C. Conahan 
Director, National Security and 

lInternatianal Affairs Division 
US General Accounting Office 
Washington, DC 20548 

Dear Mr. Conahan: 

This is the Department of Defense (DoD) response to the 
General Accounting Office (GAO) draft report, "SPARE PARTS: 
Initiatives at the Aviation Systems Command," dated February 24, 
1987 (GAO Codes 396411 and 396418) OSD Case 6851-F. The DoD 
agrees with the report. Comments relative to each of the major 
point6 raised in the report are enclosed. 

Although the GAO examined data for the 12-month period 
ending t4arch 31, 1985, further progress has been made in the 

. intervening two years at the Army’s Aviation Systems Command 
( AVSCOM) . Since April 1985, in addition to local training at the 
AVSCOM, 153 procurement people have received formal training in 
coat and price analysis, and 177 people have attended the Spare 
Parts Management Course. Also, more emphasis has been placed on 
reviewing price increases in excess of 25 percent annually. Aa a 
result of initiatives to improve spare parts acquisition, the 
AVSCOM recorded savings of $84 million in FY 1985 and $69 million 
in FY 1986. The DoD will ensure that within 60 days of this 
letter, the Army addresses the remaining issues of lead time, 
quality price analyses and competition. 

The GAO report implied that increasing competition and 
making quality price analyses result in greater procurement lead 
times. By proper reeourcing and streamlining the acquisition 
process, these need not be competing or mutually exclusive goals. 
For example, another GAO report described how innovation and 
management attention at one DoD activity improved lead time 
results without degrading competition ("PROCUREMENT: Project 
12,000 at the San Antonio Air Logistics Center," GAO/NSIAD-86- 
119BR OSD Case 7067). 

Progrstss is also evident in the other Services and the 
Defense Logistics Agency, and was recently, confirmed by the DoD 
Inspector General in the “Summary Report on the Follow-up 
Defense-Wide Audit on Procurement of Spare Parts," dated 
February 17, 1987. That DoD report included additional data on 
spare parts programs at the AVSCOM. 



In summary, the DoD considers the Army spares program at the 
AVSCO~M one that has achieved some measure of eucce~a, but still 
requires additional management attention. The DOD appreciates 
the opportunity to comment on the GAO draft report. 

Sincerely, 

Robert B. Costello 
Assistant Secretary of Defense 
(Acquisition and Logistics) 

Enclosure 

Page 28 GAO/NSIAD437-148 Spare Parts 



Now on page 0, page 13 

GAODRAFl 'REWT~- DATILD IpE%RQARY 24# 1987 
(GAO CODE 396418] OSD CASE 6851-B 

*SW&E PARTS: IPITIATIVES AT THE AVIATIOH SYSTEMS CQMHAMD' 

DEPARTHEWl'  OF DlWEBSE C!C)HHEHTS 

8 PINDING A: Trends In Spare Parts Prices At The Army's 
Aviation System Command. The GAO reported that it compared 
the prices on 5,456 procurements, valued at $510 m illion, 
made by the Army's Avfatio'n Systems Command (AVSCOM) during 
the la-month period ending March 31, 1985. The GAO found 
that 8.2 percent of these procurements, valued at 
$24.2 m illion, experienced price growth of 25 percent or 
mwe. The GAO also found that 54.9 percent of the AVSCOM 
procurements, totaling nearly $280 m illion, had either no 
price change or a price decrease. The GAO compared these 
trends with similar data for the 42-month period ended 
June 30, 1983, and concluded that the AVSCCH spar@ parts 
prices have moved in the right direction. 
pp.l?-18/GAO Draft Report) 

(P.,2, 

DOD REsmSE: Concur. 

0 PIMDXNO BI Pactors That Have Influenced AVSCOM Spere Parts 
Prices. Tha GAO found that, in addi tion to the DOD 
3Y?FETZtivks, the changes in AVSCOM spare parts prices may 
have been the result of several other factors, including (1) 
lower inflation and improvement in the economy, (2) the 
attention given spare parts by DOD officials, and (3) 
efforts by contractors to m inimize price growth and avoid 
adverse media publicity. The GAO also found that the AVSCGM 
has made progress in implementing some of the DOD 
initiatives. The GAO found, for example, that the AVSCOM 
increased the number of procurements involving large 
quantities. In addition, the GAO found that the AVSCOM has 
made a number of personnel changes as required by the 
initiatives, including (1) revised performance evaluation 
factors to emphasize the quality of price analysis, (2) an 
incentive program for recognizing cost reductions and 
increases in competition when buying spare parts, and (3) 
initiated training of procurement personnel. The GAO 
reported, however, that it could not quantify the extent to 
which the initiatives, as opposed to the other factors, 
affected the trends in AVSCOM spare parts prices. The GAO 

ENCLOSURE 
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nonetheless concluded however, that the implementation of 
some of the initiatives by the AVSCOM may have had a 
favorable impact. (p. 2, pp. 18-25, pp. 35-39/GAO Draft 
Report) 

DOD RESWSE: Concur. 

0 PIMDIHG C: Adequacy Of AVSCON Price Analyses. The GAO 
found that of the 174 contracts sampled, inadequate price 
analysis had been performed on 35, representing aboui 20 
percent of the contracts completed. The GAO also found that 
of the 49 sampled contracts with price growth of 25 percent 
or more, 12 contracts, or 24.5 percent, did not have 
adequate price analysis performed. While noting that this 
represents an improvement in analyses performed for this 
category, the GAO concluded that price growth of this 
magnitude should prompt close scrutiny. The GAO further 
found that price analyses were inadequate on (1) 7 of 32, or 
21.9 percent, of pro'curements where prices increased up to 
25 percent, and (2) 10 of 35, or 28.6 percent, of first-time 
buys. The GAO observed that adequate price analysis on 
first-time procurements is particularly important because 
the acceptability of futur@ prices often depends on how they 
compare with first-time prices. The GAO identified several 
reasons for the inadequate price analyses. According to the 
GAO, the two most prevalent reasons, which accounted for 24 
of the 35 procurements, were because the buyer either (1) 
did not solicit the suppliers who sold the same item to the 
Government previously, or (2) did not perform adequate 
analysis when only one bid or quote was received. The GAO 
concluded that the AVSCOM needs to improve the price 
analyses being performed. The GAO further concluded that if 
such analyses are not performed the AVSCOM could be 
vulnerable to unreasonable prices. (p. 2, pp. 26-34/GAO 
-Draft Report) 

DOD rtBswowSE: Concur. More emphasis has been placed on 
reviewing price increases in excess of 25 percent per annum 
at the AVSCOM. 

e PIRDIIG D: 
Priorities. 
spare parts initiatives, the AVSCOM revised its performance 
standards for procurement personnel to focus on the need for 
quality price analysis. The GAO reported that to improve 
price analysis, procurement officials were required to 
perform several additional steps, including (1) screening 
i tems for breakout, (2) identifying price disparities and 
seeking special approval for price increases over 25 
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percent, (3) chaIlenging procurements when proposed prices 
appear unrelated to estimated values, and (4) pursuing 
refunds in cases of apparent overpricing. The GAO also 
found that at the same time, however, the Army Material 
Command (AMC) directed the AVSCOM to reduce the time taken 
to award contracts. As a result, the GAO found that the 
AVSCOM buyers received conflicting directions regarding 
priorities--rapid contract award or quality price analysis. 
The GAO also found that compliance with these directions 
created difficulties because the workload had increased 
substantially, but the staff increase was minimal. The GAO 
concluded that the Army needs to reassess these two 
contracting priorities to improve the environment at the 
AVSCOM. (p. 3, pp. 35-38, pp. 40-44/GAO Draft Report) 

DOD RESP~IWEr Concur. By proper resourcing and 
streamlining the acquisition process, the goals of 
increasing competition and making quality price analyses 
need not conflict with the goal of reducing procurement lead 
times. For an example of how innovation and management 
attention at one DOD activity improved lead time results 
withaut degrading competition, see the GAO report entitled 
"PRO~CUREMENTt Project 12,000 at the San Antonio Air 
Logistics Centers" (GAO/NSUD-86-119BR1, OSD Case 7067. 

* FINDIEG E: Further Traininq Imgrovensnte seeded. !Fhar GAO 
reported that in conjunction with the DOD initiative on 
training, the AMC directed the AVSCOM to begin specialized 
training in addition to prescribed training for its buyers. 
The GAO found that while the AVSCOM initiated action to meet 
the intent of the AMC requirement, progress has been slow 
and all of the personnel that should have received the 
training have not yet received it. The GAO also reported 
that, according to an AVSCOM official, the training slots 
originally authorized to the procurement directorate were 
reduced because they were not being fully utilized. In 
addition, the GAO found that 67 percent of the procurement 
officials surveyed said no training had been provided, while 
another 22 percent said they had received one week or less 
of training. The GAO concluded that the conditions at the 
AVSCOM (also see Finding D) could have contributed to the 
failure of the AVSCOM to complete specialized spar@ parts 
training or utilize other available training slots. (P. 3, 
p. 39, pp. 43-44/GAO Draft Report)) 

DOD RESPQlJSE: Concur. 
local training, 

Since April 1985, in addition to 
153 procurement people have received formal 

training in cost and price analysis, and 177 people have 
attended the Spare Parts Management Course. 
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0 FINDING F: Ikcreaa~d Use Of Competition By The AVSCOk. The 
GAO found that 26.6 percent of the AVSCOM contracts awarded 
during the 12-month period ended March 31, 1985, were 
awarded competitively. The GAO compared this competition 
rate with that during the 42 months ended June 30, 1983 and 
found that the AVSCOM competition rate had decreased from 
the 33.1 percent rate previously achieved. The GAO observed 
that this is an unusual condition considering the emphasis 
on the use of competition to improve spare parts prices. 
The GAO concluded the decreased use of competition may 
indicate that the conflicting directions regarding contract 
priorities, when combined with a heavy workload and the 
incomplete training of buyers (also see Findings D and El, 
could have perpetuated the environment that previously 
existed at the AVSCOM. (p. 3, pp. 20-22, pp. 43-44/GAO 
Draft Report) 

DOD RESFCWSE: Concur. 

RECOMMENDATIONS 

e RECQbiMMDATI~ 1: The GAO recommended that the Secretary of 
the Army reassess the reduction in standard times for 
awarding contracts, with the goal of eliminating the 
conflict between rapid contract award and quality price 
analysis. (p. 4, p. 44/GAO Draft Report) 

DOD RESFOMSEz Concur. As stated in the DOD response to 
Findings C and D, since the GAO review was performed the 
AVSCOM has placed greater emphasis on price analysis. The 
DOD will ensure that the Army addresses the issues of 
leadtime and quality price analysis within 60 days. By 
proper resourcing and streamlining of the acquisition 
process the goals of increasing competition and making 
quality price analyses need not conflict with the goal of 
reducing procurement leadtime, as recognized by the GAO 
report entitled "PROCUREMENT: Project 12,000 at the San 
Antonio Air Logistics Center” (GAO/NSIAD-86-119BR), dated 
June 25, 1986, OSD Case 7067. 

0 'RECOMMENDATION 2 : The GAO recommended that the Secretary of 
the Army direct the AVSCOM to increase the use of 
competition in spare parts procurement, and to provide 
buyers with both regular and specialized training. (P. 4, 
p. 44/GAO Draft Report) 

DOD RESPONSE: Concur. Further Army direction to increase 
conpetltlon is required, and will be issued within 60-days. 
Also, additional training, will continue (such as that 
discussed in the DOD response to Finding E). 
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