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to increased privatization costs at Newark, the material cost issue has since been resolved. As a result of a 1998
Air Force Audit Agency study recommendation to improve visibility over materials and to control contractor
access to material in the DOD supply system at Newark, the contractors and DOD have performed a detailed
inventory of material on-hand and instituted new record keeping procedures and controls. As a result, neither
the Air Force nor the Defense Contract Management Command view the material cost issue as an ongoing
factor in terms of increased privatization costs. The November 1998 updated cost study assumed that material
costs were the same for both the contractor and the government. While the Air Force cost studies indicate
operations are more costly at the privatized facility, the contractors have been incorporating business
improvements to obtain cost efficiencies in order to reduce their operating costs. For example, in October 1997
- after the data had been collected for the updated Air Force study - Boeing reduced its staffing by 77 to better
size the workforce for the workload, thereby reducing costs. Moreover, Boeing has introduced new work flow
and work processes intended to reduce turnaround times and costs for some work. A Wyle official cited reduced
turnaround times for repairs and the elimination of repair backlogs. The Air Force, however, does not plan to
revise its cost comparison for future years beyond fiscal year 1997 because of concerns about the usefulness of
the historical baseline costs as the data get older....
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