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PREFACE

This report addresses weapon systems acquisition within the
framework of Department of Defense (DoD) procurement and the management
of DoD systems. It reviews highlights of the history of weapon systems
management from the pre-1947 era to the present. It makes no attempt
at a definitive or detailed appraisal but confines itself to a dis-
cussion of principal features. The intention is to offer some explana-
tion of how we arrived where we are with respect to acquisition policies
and organization, to describe how the system operates, and under what in-

fluences, and to provide some perspective about the future,
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\lproblems involved, and adjustment to changing conditions and times. The Armed
Services, for their part, were unable to resolve conflicts as technological
advancements outpaced their organization and management capabilities. As a
consequence of legislation enacted, beginning with the National Security Act
Ammendments of 1949 to the issuance of DoD Directive 5000.1, there developed

a system by which the Secretary of Defense decided what courses of action
should be pursued. His decisions rested primarily on the recommendation of
DSARC reviews at critical junctures in the defense major weapon systems
.cquisition process.

Regulations and directives that formalized these procedures are currently
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recent example is embodied in OMB Circular A-i09, dated 15 April 1976, which
directs that the criteria for systems development be based on mission require-
ments rather than specification satisfaction.

The central and most difficult problem is not much different from that
faced in the 1960s: How to obtain sufficient numbers of quality hardware at
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ABSTRACT

The Defense Systems Acquisition Review Council {DSARC) was created to
assume better coordination in the major weapons acquisition process. It
assists and monitors the basic effort of responsive acquisition of major
weapons for the Armed Forces within the influences of the environment of
procurement and DoD management processes.

Until relatively recently, the DoD had not had a consistent record for
close examiration of the systems acquisition process, identification of
pioblems involved, and adjustment to changing conditions and times. The
Armed Services, for their part, were unable to resolve conflicts as
technological advancements outpaced their organization and management
capabilities. As a conseguence of legislation enacted, beginning with
the National Security Act Amendments of 1949 to the issuance of DoD
Directive 5000.1, there developed a system by which the Secretary of
Defense decided what courses of action should be pursued. His decisions
rested primarily on the recommendation of DSARC reviews at critical
Junctures in the defense major weapon systems acquisition process.

Regulations and directives that formalized these procedures are
currently being altered under new policy of increased flexibility within
the DoD. A recent example is embodied in OM8 Circular A-109, dated
15 April 1976, which directs that the criteria for systems development be
based on mission requirements rather than specification satisfaction.

The central and most difficult problem is not much different from that

faced in the 1960s: How to obtain sufficient numbers of quality hardware

at affordable costs.
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1. INTRODUCTION. THE DEFENSE SYSTEMS ACQUISITION
REVIEW COUNCIL--AN OVERVIEW

The Defense Systems Acquisition Review Council was
created in 1969 as a step toward better coordination of ihe varicus
phases of major systems :a.cquisition.1 The Council is composzd of
the Director of Defense Research and Engineering (DDR&E), and
other key officials. The Council evaluates and reviews each major
system at three critical junctures -- the end of centract definition,
the end of engineering development, and prior to the initiation of
production.

The review conducted at key system decision points in the acqui-
sition process is held for the purpose of insuring that the service has
a viable program and is ready to proceed to the next phase of acquisi-
tion. It is the responsibility of the project manager of the ongoing
system to provide the DSARC with the pertinent information it needs
to make its recommendations regarding programns to the Secretary of
Defense (SECDEF). The SECDEF then mrakes the key decision--pro-
ceed, modify, or cancel -~ based in part on the DSARC recommenda-
tions.

Any key system decision is a high level problem which involves

lThis agency considers (1) dollar value - - proarams which

have an estimated RDT&E cost in excess of $50 million, or an esti-
mated production cost of $200 million; (2) national urgency; (3) recom-
mendations by DoD component heads or OSD officials.
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behavioral, legal, political, and ncn~technical considerations as well

as technical ones. These considerations all directly affect defense

management and decision making.




IT. FOUNDATIGN

Evolution of the Defense Weapons Acquisition Process

Prior to 1947, decisions regarding defense procurement rested
primarily with the two executive departments associated with defense,
The Department of War (Army and Army Air Corps) and the Depart-
ment of the Navy (Navy and Marine Corps).

As technological capabilities increased and world environment
became more complex, decisions regarding which defense system to de-
velop became more constrained by political considerations. Differ-
ences of opinion arose between the services where areas of responsi-
bility concerning strategic operations overlapped. Technological
advancements outpaced the organizational and management capabilities
of the individual armed services; the military departments could not
resolve the conflicts that developed. A change in organization and
management was needed. This need resulted in Congress passing the
National Security Act of 1947.

The Act established three executive departments, the Department
of the Army, the Department of the Navy, and the Department of the
Air Force. The three executive departments were called the Hational
Security Establishment. The head of this organization was called the
Secretary of Defense who was limited to the exercise of general au-

thority. The Act did not create a Department of Defense, however.

A— i
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After two years it was apparent that the original organization needed
further refinement. Proposals for change resulted in the National
Security Act Amendments of 1949. The Amendments redesignated the National
Security Establishment as the Departincnt of Defense and established
it as an executive department of the government. The Service Secretaries
lost their cabinet status and the DECDEF's authority and responsibility
increased. Subsequent legislation, the Reorganization Act of 1958 and an
Executive Order in 1961, further increased the responsib.iities of the
SECODEF.

A system evolved in which the SECDEF decided what course of action
to pursue. This was a complete alteration of the pre-1947 concept
wherein the services made decisions regarding defense acquisition.

Despite the reorganization changes in the DoD, and until Robert
McNamara was appointed SECDEF, the Office of the Secretary of Defense
(0OSD) envolvement in the weanons acquisition decision process was mostly
that of loosely monitoring service initiated programs. Under McNamara,
the decision making process became centralized at the 0SD level. Secretary
McNamara made ali major decisions and apparently overmanaged the services.2
Still, the defense svstems acquisition process continued to lack overall

coordination between functions necessary for efficient procedure.

zdack Raymond, "The McNamara Monarchy" American Defense Policy,
Second Edition. John Hopkins Press, Baltimore: 1968, pp. 406-412,
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In 1969, the 05D came under new mananerent; Melvin Laird was SECDEF,

and David Packard was Deputy Jecrctary of Dofense {DEPSTCDUF).  Packard

was tasked with the recnonsibility o fnproing
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DaD Directive 5000.1, Acquisition of Major Defense Systems --
Appendix C -- restated policy and went into greater detail delineating
responsibilities of OSD and the DoD components. Additionally, a nore
detailed description of program considerations was included. These
considerations were a statement of the system need in operation
terms, consideration of cost parameters, logistics support, use of
milestones, assessment of technical uncertainty, increased use of
test and evaluation, contract form consistent with program character-
istics, source selection considerations, and use of realistic manage-

ment information-program control requirements.

The Environment of DoD Procurement

The Armed Services Procurement Regulation (ASPR) defines pro-

curement as follows:
Procurement includes purchasing, renting, leasing, or otherwise
obtaining supplies and services. It also includes all functions
that pertain to the obtaining of supplies and services including
description but not determination of requirements, selecting and
solicitation of sources, preparation agd award of contract, and
all phases of contract administration.

The procurement process includes all actions taken in obtaining re-

quired goods and services, Together with requirements determina-

tion, production, and supply management, military procurement is

part of ore basic effort -- responsive logistics support to the Armed

Forces. In the broadest sense, the term "procurement” describes the

3ASPR 1-201
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whole process whereby classes of resources required by the Armed Forces

obtained. The methods of achieving that process constantly change, and
in that atmosphere of cliange the major weapon systems acquisition func-

tion is carried out.

The scope of procurement operations in the Armed Forces can be

. judged from the fact that the annual operation of DoD generates a greater
.i range of material and service requirements than any other single enterprise
. in the world. It should be readily apparent that coordinating this broad
function into a balanced integrated system poses very real challenges in

855

management.

SR s

The process of acquiring major (currently the Trident and B-1 Bomber)
weapons is the largest, most complex, and has the greatest dollar volume
of any in the DoD. The cycle from concept to delivery may require five
to ten years, with technical improvements continually evolving, Conse-
quently, decision-making is the responsibility of the highest organizational
levels in the services, énd involves concentrations of the top management,
technical, procurement, and production talent. It is characterized by a
very small volume of extremely complex contracts averaging millions of
dollars in value.

The technical and financial risks associated with large acquisition
contracts rise proportionately with the trend toward more complex weapons
systems and lengthening of necessary development and production lead times.
Such considerations have greatly influenced the structure of industry and have
reoriented its efforts as advancing technology directs the emphasis towards

new systems. The extremely specialized nature of modern weapons development

and production has resulted in a high degree of market concentration. Few




firms have the requisite financial strength, the facilities, and the
technical capability to meet development and production reguirements;
it is therefore only logical that the bulk of orders 5o to tnhe firms de-
monstrating the required capabi’.ity.4

Due to their magnitude and potential impact on the industrial econn-
my, Federal expenditures are being used move and siore o promote the
social and economic cbjectives cof the government. One olserver hos noued
that through, "the purpose of procurement. as such, is not to enforce public
policies, . . . 1t wouid De reprehensible &nd indeed impossivle for the
qovernment to executc its procurements in deofiarce or dicregard of suzh
po\icies.“s Thus, the roie of defense procurerent in nationsd sscurity
management s not limited to the acquisition of weapons and services and
supplies but is alse intepreted so us to strengthen the foundation of our
economic and social system,

Smatl independert business units have traditionally been recognized
as a basic and indispensabie elamont o1 our free enterprise cysten. Sine:

as far back as 1839, and passage of the Sherman Antitrust Act, Congress nds

bean vitally concerned with the preservaticn of the competitive structure of

A . ) ) . .
HOASD (Comptrolier:, Directorate for [e’ucrmation Operations, 100
Companies Receivinyg the Largest Doliac Moiuwen of ivocuremans Contract

Awavds, FY 1972, pp 4,7,

5 . . ) o R . .
Horbert Koviack, “Government Procurvient as 4 Weans 5f Latorgin

i
Social Legislation", presentation to the Hotional fontract Management
As<eciation, Washinoton, ND.0., Jenuary 19, 1972, p.7.

s




the ecoromy. It is the policy of DoD to place a fair proportion of its

total purchases and contracts for supplies, services, and research and
dovelopment with small dusiness concerns. A 1358 amendment woecifies that

small businesses are to fe given assistance to cnable them "to undertabe

and obtain the benetits o research and development contracts, @ procurce-

ment arca that eccounts for ahout helf of all foderal activitias in private
business and industry but is dositncied Ta i TUU G2 mayr SYa Lo’ aontraciors“;:

Since the early 1550s the DoD hau puisuzu o program of assisiance in
labor surplus dareas by placing defense contracts in such areas when it can be
done without paying presium prices, Tnh» anais of the proaram ave to pre-
serve know-how and skills necrssary to fulfitl uovernmoent requirencnts, uti=-
Tize wanpower, promote national readiness, and disperse essential industries
{thus rendering ther less vulnerable to air attack) by broadening the indus-
trial Laso. The labor surnlus program is o pronovam that supports small busi-
ness.  In general terms, ¢ contract is negotiated with the firm in the area
ot highest unemployrent,

The Guy American Act passcd in 1953 foster . sleecestic tree competitive
enterprisc by imprsing various restrictions o0 the Tedeecal purchase of
supplies of foreign origin and from foreion s 0. oo The Act requires that
in the procuremznt of supplies and sevvice., coly dviestio source ond

Prems shiell e acauired Tor public oo dn tae ibiied Liates M licles wr

6Eernard S, Waterman, "Siall Businou, Particivativn in Fedoral Govern-
ment Resvacch and Developrient:  The Governmest “oroo tion, “(Prl0 disser-
tation, Georne Washington University, 19710, (¢ Y3, 3,
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materials or supplies not available in the United Statecs are exempt.
The Buy American Act also applies to the Balance of Payments Pro-
gram; The magnitude of DoD transactions, that require dollar expenci-
tures on foreign markets, make it essential that overseas defense
procurement programs be continually reviewed and carefully managed;
otherwise they may have adverse effects on balance of payment deficits.
When determining whether or not a foreign source will be awarded a
contract, a 50 percent evaluation similar to that specified in the Buy
American Act is used; that is, if it is estimated that the cost of a
domestic item will not exceed the cost of the foreign item by more than
50 percent, solicitation is restricted to U.S. end products and ser-

vices.7

The Federal Government has two methods by which it has been able to
affect the conditions of employment of the American working force and to
promote achievement of certain goals of a social nature -- its constitu-
tional powers to regulate interstate commerce and the considerable power
of Federal procurement. A difference in the means used by the government
to affect a purpose can be seen between that of the Federal Wage and Hour
Law and the Service Contract Act. The first has as its basis the federal
power to regulate interstate commerce, which the second relies on the eco-

nomic power of contract to provide minimum wage coverage to worker. in

——

7DD Directive 7060,1, subj; Depart.ent of Defense Transactions Entering
the International Balarice of Payments, July 1, 1963, 3d Amendment, par. II;
ASPR 6-104.4, 6-804.1,6-806.1.
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businesses that are essentially interstate.
Weapons acquisition decisions are certainly influenced by the en-

vironmental factors of procurement, notwithstanding pure cost considerations.

A composite of the pressures of this environment directly affect Armed
Forces procurement activities. These activities fall into one of eight
broad classes; base support, supply system support, area support, indus-
trial support, transportation services, construction, research and devé\pp-

ment, and weapons acquisition., Emphasis in this research project is on

weapons acquisition,

Basic Concepts Applied to Managing Large Scale.DoD Systems

There are essentially nine benchmarks in the process of acquiring
major defense weapon systems; identification of need, the conceptual
effort, the program initiation decision, the validation effort, the
full-scale development decision, the full-scale development effort, the
production decision, production effort, and deployment.

Initially, the technical, military, and eccnomic basis for an acqui-
sition program are established through comprehensive system studies and
the development and evaluation of experimental hardware. Next,ithere is
a decision by the SECDEF, by means of a Decision Coordination Paper (DCP)
supported by the DSARC, to validate the technical, military, and economic
effort. During the validation effort, major program characteristics are
substantiated through extensive analysis and hardware development by con-
tractors who will do the full-scale development. A decision by the SECDEF,
supported by the DSARC, to proceed to full-scale development is usually ex-

pected if the earlier predictions of program characteristics are confirmed.
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The intended result of the full-scale development effort is a hardware
model and documentation needed to produce the system for inventory. The
preduction decision by the SECDEF, supported by the DSARC, concerns whether
to produce the item for operational use, the initial quantity to be pro-
duced, and plans for future production. The decision to produce for the
inventory is normally the decision to deploy the system to operational
units and put into service,

Within the parameters of complex constraints and pressures, the
DSARC provides the medium of OSD "check & balance" of the military ser-
vices responsibility for the conduct and management of major systems
programs .

Aligned with procuremeni is the system of large scale management
peculiar to the DoD process. Of this total system, three elements
appear to have significant impact on major weapons procurement; the
DoD components influencing decision (particularly DDR&E), the budge-
tary process, and the DoD programming system,

The position of DDRAE was created by the DoD Reorganization Act of
1958 to assist the SECDEF in effectively directing and controiling the
overall DoD program of research and development. DoD Directive 5129.1,
the DDR&E charter, further refined and expanded DDR&E functions -- App-
endix D.

Responsibilities of the QDDR&E are: to require research, development,
test, and evaluation of weapons, weapons systems, and defense material;

to approve, modify, or disapprove programs and projects of the military

departments and other DoD agencies in assigned fields; to eliminate
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unpromosing or unnecessarily duplicating programs; and to initiate or support

promising projects for rescarch and developmant and environmental services.

Assistant directors reporting directly to the ODDR&E have broad responsi-

S s Vg

bilities in specific areas that cross organization lines. These areas
include system acquisition management and acquisition poh‘cy.8 Figure 1

depicts the current organization of the DoD.
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Figure 1. -- Organization, Department of Defense

8Research and Development in the Department of Defense, A
Management Overview., ODDR&E; Washington, D.C., May 1974,
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In the budgetary process, funds are received and authorized
annually according to the functional activities involved; military

9
personnel, procurement, RDT&E, etc.” (congress appropriates funds

under the sixth titles shown in figure 2. RODT&E (Title V) is further

grouped into eight budget activities.

Titles of the Defense Appropriation Act

I. Military Personnel IV. Procurement

II. Retired Military Personnel V. Research, Development,
Test and Evaluation

111, Operations and Maintenance V1. General Provisions

V. RDT&E Budget Activities

1. Military Sciences 5. Ships, Small Craft and
Related Equipment

2. Aircraft and Related 6. Orduance, Combat Vehicles
Equipment and Related Equipment

3. Missiles and Related 7. Other Equipment
Equipment

4, Military Astronautics and 8. Programwide Management
Related Equipment and Support

) Figure 2, -- The budget

There are four RDOT&E appropriations and accounts -- Army, Navy (including

Marine Corps), Air Force, and Defense Agencies.

gNational Security Management -- Defense Qrganization and Management
ICAF, Washington, 0.C., 1967. p. 182.
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Budget activities within the RDTAE appropriations are prescribed for

the following purposes; submitting budget estimates, submitting appropri-
ate requests, accounting for financial transactions with regard to the
4 budget, and submitting reports on accounts. This classification is oriented

-4 primarily toward equipment types, not toward missions of the DoD.

The DoD programming system, on the other hand, is oriented toward

missions: it is based on the current year plus 5 years for funds and

the current year plus eight years for forces. This system enables DoD
5‘ to coordinate long-range and mid-range planning and the annual budget

' process, orient top-level planning toward major defense missions,
conduct cost effectiveness analysis with respect to alternative force
structures, relate the impact of resources to the output of military
systems and material, and propose, review and approve or reject changes
in programs. 10

The programming system organizes all DoD activities into 11 depart-
ment wide programs as depicted in Figure 3.

Each major program is subdivided into elements whose mission charac-
teristics are closely related; for example, a weapons system méy entail
development of a cannon, a projectile, and a prime mover. The comprehen-
sive plan that is the outcome of the programming process is called the

Five Year Defense Program (Fypp)!!

10 1pid. pp.178-179.
Ibid. pp. 194-195

1"
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Program Structure

1. Strategic Forces Vil. Central Supply and
Maintenance
1I. General! Purpose Forces VIII. Training, Medical and
Other General
III. Intelligence and Personnel Activities
Communications
IX. Auministration and
1IV. Airlift and Sealift Associated Activities
V. Guard and Reserve Forces : X. Support of Other Nations
VI. Research and Development XI. Undistributed Adjustments

Relationship Between Program and Budget Subdivisions

Program Subdivisions Budget Subdivisions
Program Title
Category
Aggregation Activity
Element —————— (Identical}—————=Subactivity
Project
Task Area
Work Unit

Figure 3. ~- The DoD programming systern

The DDRS&E has the responsibility for the R&D (Department VI) portion

of the program to facilitate .anning, programming, budgeting, and
managing the activities for which he is responsible. The DDR&E has

divided the R&D program into six categories as shown in Figure 4.
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Research (6.1)
Exploratory Development (6.2)
Management and
Advanced Development (6.3) Support (6.5)

Engineering Development (6.4)
Operational Systems Development (6.7)
éigure 4. -- Structure of the RDTRE Program
A1l categories except operational systems development are divisions
nf Program VI, (Figure 3), R&D, in the DoD programming system. Opera-
tional system developments are included in Program I, Strategic
Force~; in Program II, General Purpose Forces; in Program III,
Intelligence and Communications; or in Program IV, Airlift and Sealift.
R&D is not conducted under the other programs shown in Figure 3. The
categories of Program VI are subdivided into elements 6.1, 6.2, 6.3, etc.
tEach element can consist of RDTAE projects; each may be one project, or
it may be a number of related projects in a particular field of R&D.
Within the boundaries of the DoD budget and programming system the
DSARC monitors the defense systems acquisistion process. Service in-
volvement in the management process consists primarily of the responsi-
bility of the military services to procure defense systems as approved
by the SECDEF. To do this, the services are organized with specific
conmands assigned exact functions. The Army and Navy both use a materiel
command for systems acquisition. The Alr Force assigns the research and

acquisition function to the Air Forces Systems Command and the logistical
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g_ function to the Air Force's Logistics Command. The primary purpose

¢f the services' materiel acquisition commands is to develop, procure,

and support defense systremsj2

]zNationa1 Security Management -- Procurement. ICAF, Washington
D.C., 1975. pp. 45-48
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111. THE DSARC: FUNCTIONS AND PROCESS '3

Introduction

Initiation of the DSARC process usually begins when a service informs
0sD thét it is ready for a DSARC on a particular program; however, a
DSARC may be called whenever QSD deems it necessary.

There are certain specified decision considerations which the
services must address in some detail. These items are obtained through
analysis of DoD Directive 5000.1, by meeting with the DSARC principals,
staffs, and from formal and informal memoranda. In practice, and as
interpreted from DoD Directive 5000.1, all services attempt.to speak to the
issues of interest to the DSARC.

Establishing Directives and Instructions

DoD Directive 5000.1 establishes the DoD policy on acquisition
management of major defense systems which forms the basis for the asso-
ciated decision-making process. One of its principal points is that the
services are responsible for the conduct and management of major systems
programs with review by 0SD for adherence to policies. The SECDEF re-
serves the right to make the key decisions that initiate programs or in-
crease program commitments. Accordingly, two key elements emerge as
primary to this management plan and decision-making process. The key

elements of the DoD weapon systems acquisition management are the DCP

13 This section is essentially constructzd around the command
briefing utilized by the ODDR&E.




and the DSARC. This combination forms the apex of the management of major
weapon systems acquisition programs. Detailed considerations of this pro-
cess are contained in DoD Instruction 5000.2, the DCP and the DSARC --
Appendix E. The DCP and the DSARC are used in support of the SECDEF de-
cision-making process in accordance with DoD Directive 5000.1.

Supporting DoD Directive 5000.1 with respect to the DCF/DSARC is
DoD Directive 5000.26, the DSARC charter -- Appendix F. Also supporting
this directive, particularly with respect to the DCP/DSARC process, is
DoD Directive 5000.3, Test and Evaluation -- Appendix G --, and Dol
Directive 5000.4, 0SD Ccst Analysis Improvement Group (CAIG) -- Appendix
H. Briefly, 5000.3 requires that the DDR&E(T&E) report to the 3ECDEF and
to DSARC his evaluation of program test results and proposed test plans at
each DSARC decision review. Because of intimate alignment with USARC and
the influence on fiscal aspects of procurement, 5000.4(CAIG) is addressed
separately in the next section.

Decision Coordination Paper

The DCP is a summary document that provides DoD management officials
with the essential information about a major system program. The DCP in
each major system is periodically updated as the program advances through
the critical decision points in its 1ife cycle. The purpose of the DCP is
to assist the DSARC as it supports the review and decision-making process
of the SECDEF throughout a program life cycle. The DCP, when signed by the

SECDEF, becomes a contract between him and the Secretary of the military

service.
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The Decision Coordination Paper becomes a very complete summary
of the pianned program. It is prepared, or revised, at the start of
each new phase of the acquisition and will therefore focus on the
next immediate step. Accordingly, a DCP prepared to initiate a program
will place heavy emphasis on the nature of the program and program des-
cription addressing cost estimates related to project budget limitations.
As the program progresses the content of the DCP will change with brief
revalidation and more emphasis on such aspects as contract procurement,
reliability and maintainability, logistic support, etc. While the DCP
is revised at the start of each phase of the acquisition, it must also
be revised at any time there is a significant program change or reorien-
tation., There is & DCP for each major program. The content of the DCP

is shown in Figure 5.

Nature of Program Management (DoD/Contractor)
- Need/Threat Reliability and Maintainability
Program Description Test and Evaluation

- Cost, Schedule, Pertormance L.ogistic Support Plan
- Risks
Environmental Effects
Alternative Programs
International Aspects
- Pros and Cons
Security Guidance
Cost Effectiveness
Thresholds
- Trade-offs
Recommendations by Signatories
Contract/Procurement Plan
Summary of SECDEF Decisions

~ Achievement Milestones Over Program Life
- Acquisition Strategy
~ Contract Plan Resource Annex

-« Production

binbas 3~ DGR content . .

1t dna e and
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DSARC Membership

The DSARC membership, Figure 6, consists of the DDR&E, Assistant

Secretaries of Defense, (ASD), Comptroller (C): Installations and
Logistics, ASD (I&L): Program Analysis and evaluation, ASD (PA&E);
s Intelligence, ASD (1): and the Director of Telecommunications and

Command and Control Systems (DTACCS).

3 _MEMBERS
DDR&F ASD(PALE)
ASD(C) ASD(I)
ASD{I&L) DIR(TACCS)

OTHER KEY PARTICIPANTS

Service Secretary

Chairman Joint Chiefs of Staff

Service Military Chief

Deputy DDR&E for Test and Evaluation
Chairman, DoD Cost Analysis Improvement Group

CHAIRMANSHIP
DDR&E For Development Decisions
I&L For Production Decisions

ASD(I) or DIR(TACCS)
Co-Chair with DDR&E or
ASD(i&l) For (1)/(TACCS) Programs

Figure 6, -- DSARC make-up

The DDR&E serves as chairman for development decision meetings.
The ASD(I) and DTACCS assume chairmanship for the DSARC reviews
of programs for which they have primary responsibility. The Secre-
tary of the sponsoring services, the Chairman of the Joint Chiefs of

Staff (JCS), or his representative, the Deputy DDR&E (Test and

S ——
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Evaluation), and the Chairman of tie Cost Analysis Dmprovement Group
(CAIG) are also key participants in DSARC revinws,
DSARC Decizion Points

Figure 7 11lustrates the schedulad critical ..o wvin - iats and ac-
quisition phases norigl to the acquisition of & najc- Gefense systen
that is projected for inclusion in the force styicturc. At each dori-
sion point or milestore, the DSARC will revi-w e poeanvam readiness
to start the next phase and provide cecormenlaiiors {or che STOGET

decisions:

Operaticnal

sNoed

)\ Conceptual I Validatiom [ Fudl-heale Production

finteraction v -
anteractio Eifort l Fifort I Deve lopment ] Effort

o

DSARCC/ DSARCH DSARC,
Technical DCPI DO 3 [RIOAERRE
Inputs Propgram Follesenie Produaction
Initiation Develoniaent Decision
Decision Dedision

Figare 70 -- The acquisition process fo o Oy st

The three decision points are:

Milestone [ -~ Program Initiation Decivion. At this d-ocision point
the SCCULE considers approval to commit rescurces to advanced development
during the validatioa phase, Primavy conceves gt i< soint are thazt
the identified necd has been subatantiatod, the proposcd range of syster
najor performance paremeters matches the noed, the plan for evaluatine

systom alternatives has given concidoration to 11 appraachas that appranv

iitont

v be techinoloaically foasiblel the acquinition Stratees i rong
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with program characteristics including risks, and the preferred program
is within allowable costs considering fiscal year phasing of funds and
funding constraints in the planred projected total budjet. In general,
the program initiation decision point shbuld occur before any subscantial
expenditure of the program development funds and before any feasible
program alternatives have been foreclosed.

Milestone I1 ~-- Full Scale Development Decision. At this point
the SECDEF will consider the commitment of resources to do full scale
engineering development or to detailed design of the system. Primary
concerns at this decision point are with reaffirming the operational
need for the system in the light of its cost and projected budgetary
constraints, the adequacy of the evaluation of alternative approaches,
the readiness of the system to enter full scale engineering development,
the adequacy of the test and evaluation results, and the acquisition
strategy consistent with program characteristics, including risks.

Milestone III -- Production Decision. At this point the SECDEF
will consider the commitment of substantial resources to the production
and deployment of the system. Primary concerns at this point are with
reaffirming the operational need for the system in 1ight of its cost and
projected budgetary constraints, ensuring the proposed quantity is con-
sistent with the operational needs and available resources, assessing the
readiness of the system to enter the production process, evaluating the

readiness of the production process to build the system, reviewing the

adequacy of the logistics support plan, and obtaining reassurances that
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the acquisition strategy and contract plan are consistent with the
program characteristics and risks.

The basic DCP/DSARC process functions in terms of the three critical
decision points. In actual operation the situation may well require sev-
eral DSARC reviews for each transition point. For example, in addition
to a Milestone II review to start full scale development, it may become
necessary to procure additional deve.opment models to continue testing;
a DSARC IIA will be held to consider the need for additional models. At
the production decision point the first DSARC IIl review may consider
only the release of long lead funds. The second review may address approval
of limited production where later DSARCs may consider annual buys. The
system is flexible to provide for these program variations.

While full preparation for DSARC is essential to the success of this
management system, the other essential part of the process is the post-
DSARC effort. The DSARC makes recommendations to the SECDEF for final
decision. The decision is forwarded to the Service Secretary by signa-
ture of the revised DCP or initially by an action memorandum which then
must be reflected into the SECDEF/Service Contract, the DCP. Figure 8
illustrates the DCP/DSARC process.

To close off the process, there is one additional follow-on action.
This is to assure that the requirements of the approved DCP are properly
reflected in the Request for Proposals (RFP) and subsequent contracts

the services make with indursty. This {s done by review of the RFP or

the proposed contracts on a selected basis.
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ncp
Qutline
1
pee Dep Dep DSARC
Service }- for Comment J=4for Coord = Review
Draft Draft Draft
DSARC
Pre-DSARC Executive Action
Staff Planning Sessfons Memo
Meeting ! ™
ECDEF
Recom- -t geg?gion 4 Service
mendations
Approved
pce

Tdentification and Resojution of Issues

5

§ervice52§§§ §§a:: goora
UOARC Fﬂnciga] § .

vC

-prie

—SVC[OSp CATG Briet

DSARC Principals/Service Principals Interface

>

Figure 8 -- DCP/DSARC process
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IV. The OSD Cost Analysis Improvement Group (CAIG)

Weapons systems acquisition cost growth two or three times the
original baseline estimates was a factor leading to the creation of the
0SD Cost Analysis Improvement Group (CAIG). The CAIG function is to
review and interpret for presentation to DSARC principals, project ma~
nagers, and military services indeperdent cost estimates employing tech-
niques different from those used by the'prOQram manager in making his
estimate of weapon systems costs.

The CAIG has published a compreheusive Operating and Support Cost
Development Guide for Aircraft Systems. Similar guides for other
weapons are in preparation. In addition, the CAIG currently is active
in two major areas to improve the quality of DoD's cost data base and
its rapid accessibility to anmalysts throughout the military services and
0sD.

The first major area involved coordinating the review with the issuance
of DoD Instruction 7000.11, Contractor Cost Data Reporting (CCOR). The
CCOR reporting system expands the data collection to ships, tracked vehicles,
and other classes of weapons and identifies specific fixed and variable elements
of indirect cost. The second major area involves improving the efficiency of
the DoD cost analysis who assess and utilizes historical data -- such im-
provement was not possible when this data was kept in hard copy at a few
scattered locations.

Each DSARC member is represented on the CAIG. Also represented are the




~28-

military departments cost analysis organizations. The CAIG has made
progress toward its primary goal of improving cost estimating and amalysis
within DoD. Perhaps one of its material accomplishments is that the
independent estimate and CAIG review have contributed to discourses on
cost within DoD and are leading to a better understanding of the need

for realism of estimat;es.]4

" MDefense Management Journal, the CAIG. Margolis, January 1975,
PO .
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3 , V. THE ARMY SYSTEM

One of the significant problems in preparing for a DSARC review is
determining how to address the issues in a manner acceptable to the
DSARC. Within the Army system, this approach is proposed during a pre-
DSARC review called the “ASARC" (Army Systems Acquisition and Review
Council), chaired by the Vice Chief of Staff of the Army. These re-

views reflect the initial effort, or "tip of the iceberg" view of the

complexity involved in moving through the DSARC process.

Program levels of decision for systems during the materiel acqui-

?, sition phase are established by regulation.15 Those major Army systems
subject to special management procedures and review by ASARC/DSARC at
specified decision points are shown in Figure 9. Consolidated, unclassi-
fied Tistings of these systems are published quarterly by Headquarters,
Department of the Army.

The driving influence on the combat development process is derived
primarily from three sources: the Army family of plans, the Army Master
study Program, and the Army Long-Range Technological Forecast. A combi-
nation of these documents influence identification of major weapon systems

to be developed for the force structure. 16

15AR 1000-1, Basic Policies for Systems Acquisition DA, 5 November
1974; AR 71-9, Materiel.Objectives and Requirements, 7 February 1975.
AR 1000-1 is the policy statement for Army materiel acquisition on
which all other regulation and objective is based. A copy of AR 1000-1
is attached at Appendix I. '

16 ap 1-1, Plans, Ammy; 31 Oct 73. The family of plans includes: (Cont‘d)
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Decision Level
Title Short Title ASARC DSARC
1. Advanced Attack Helicopter AAH X X
5 2. Advanced Scout Helicopter ASH X X
3. Artillery Locating Radar AN/TPS-37 X X
4. Automatic Communications AN/TTC-39 X X
Central Office
v 5. Cannon Launched Guided CLGP X X
& Projectiles
i 6. CH47 Modernization CH47 Mod X X
E 7. HAWK Improvement Program Improved X X
(HIP) HAWK
& 8. Heliborne Fire and Forget HELLFIRE X X
b Missile
5 9. Howitzer, Towed, 155 MM XM198 X X
3 10. Man Portable Air Defense STINGER X X
System
11. Mechanized Infantry Combat MICV X X
Vehicle
12. MGM-52C LANCE Missile LANCE X X
System (Non-Nuc Whd
13 LANCE)
3 13. NAVSTAR - Global Positioning NAVSTAR- X X
A System/Army User Equip- GPS/AUE
e ment
14. Main Battle Tank XM1 X X
£ 15. Pershing II PERSHING 11 X X
- 16. Surface to Air Missile SAM-D X X
e Development
- 17. Tactical Fire Direction TACFIRE X
System
- 18. Tactical Operations System TOS X X
v 19. Utility Tactical Transport UTTAS X X
k. Aircraft System
. 20. U.S. ROLAND ROLAND X X
2l. Vehicle Rapid Fire Weapons VREFWS-5 X X
System Succesgsor
22, VHF/FM Portion of the Single SINCGARS X X
Chaanel Tactical Radio
Communications Subsystem
23. General Support Rocket System GSRS X X

{Expected to be designated
a major system. New
entry)

Figure 9. --Major systems
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The Army process for developing and fielding new items of equipment
is formalized into a management model called the Army Life Cycle Sys-
tem Management Model (LCSMi1), Figure 10.

The LCSMM is a management tool used as a guide in the acquisition
of new equipﬁent -- major or non-major.!? The model outlines the pro-
cedures far acquisition of Army systems through the ultimate phaseout
and disposal of the system from inventory. Hote that the model has four
phases ; conceptual, validation, full.scale development, and production
and deployment. It contains 119 events with the ASARC/DSARC reviews oc-
curring at events 14, 42, 71 and 98. The LCSMM is a doctrine model, or

guide, and all systems therefore do not follow the outline exactly.

16 (Cont'd)

The Army Strategic Appraisal (ASA) the basic document for threat
analysis; the Army Force Guidance (AFG) for developing the objective force
Tevels and resources and requirements; the Army Force Program (AFP) details
the Army Force structure for the current and budget year; and the Army Stra-
tegic Capabilities Plan (ASCP) for the employment and/or support of Army
Forces in the short-range period. The Army Master Study Program identifies
current and approved studies originating in the Army. The Long-Range
Technological Forecast cites advances in knowledge, capability, and mater-
fel that technology can be expected io produce if supported by R&D resources
during the next 20 years.

. 7 Department of the Army Pamphlet No. 11-25, Life Cycle System Manage-
ment Model for Army Systems, May 1975. A major weapons system is distin-
guished from a non-major system by virtue of its requirement for DSARC re-
view or that it is critically important, complicated, expensive, controversial

or for some reason should involve the top management of the Army.
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Each system is unique in some respect. Management procedures will
vary; some activities will be bypassed or performed concurrently,
some systems may enter the model at some point in the middle, and
every major system may not continue on to the production and develop-
ment phase.
Note that in the validation, full-scale development, and produc-
tion and deployment phases, there is both Operational Testing (0T) and
Development Testing (DT) prescribed., In each of these phases there
is a repetitive sequence of design, prototype construction, test, e-
valuation, and decision. With each iteration of this sequence, design
comes closer to a production version and risks should hopefully become
significantly less.
A11 RDT&E and acquisition programs are guided by the overall
policies and procedures of AR 1000-1, (Basic Policies for Systems
Acquisition, DA) AR 15-14 (ASARC Prccedures), and AR 70-1 (Army Research,
Development, and Acquisition). This includes developmental and nondevelop-
mental programs directed toward satisfying materiel and non-materiel re-
quirements. Major management decisions during the acquisition cycle are
made at milestones appropriate to a particular program and constitute
the Materiel Acquisition Decision Process (MADP). The MADP reviews are
a vital part of the decision process. These reviews sorve as a forum
to surface critical {ssues that must be resolved before decisions can be
It represents

made. The system acquisition cycle is shown in Figure 11.

the applied process of the LCSMM,

e R e T ———
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JASE CONCEPTUAL VALIDATION FULL SCALE PRODUCTION AND
DEVELOPMENT DEPLOYMENT
DECISION REVIEWS
DSARC 1 g 11 111 A
ASARC : 1 I1 111 Illa "y
IPR VAL DEVA - ’},:
BASIC SUPPORTING 0Co WA 0DP ROC DP =
DOCUMENT O O O (®)
PROGRAM Ll sy 6.4 -
CATEGORY 6.2 > 6.38 PROCUREMENT FUNDS o
6.3A >
—-——-———-—-—’
“eSTING DT 1 DT II DT 11l
E— —  —
0T I or 11 oT 11
- — = b o [FRTE] ] - ]~
(AS NEEDED)
BREADBOARD & RASSBOARD & INITIAL FULL
EXPERIMENTAL |ADV DEV ENGR DEV PRODUCTION PRODUCTION
HARDWARE PROTOTYPE PROTOTYPE PROTOTYPE ITEMS ITEMS
CONFIGURAT ION L 1l Ji L Ji11 J 1 ]
W3ARC - Army Systems Acquisition Review Council oT 1(1I)(IIT) - Operational Test I(II)
DEVA - Development Acceptance PV - Production Validation
DSARC - Defeuse System Acquisition Review Council ROC - Required Operational Capability
PP - Development Plan VAL ~ Validation
DU I(II)(1I1) - Development Test I(II)(ILI) Program Category:
FUTE ~ Force Development Testing and Experimentation 6.1 - Basic research
IPR = In-Process Review 6.2 - Exploratory development
LOA ~ Letter of Agreement 6.3A - Advanced development (non-sys
0CO -~ Operational Cupability Objective 6.33 ~ Advanced development (system
ODP - Outline Development Plan 6.4 - Enginesring development

Figure 11, --System acquisition cycle
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A new AR 1000-1, dated this year, will address the subject of

avolutionary development of current standard equipment versus the

;{ initiation of totally new developmental programs. The AR will state,
leé‘ "The preferred method %o correct inadequacies in already developed
systems i: to exploit the performance growth potential inherent in

the system."

The Army position is that complexity can be reduced by placing

design emphasis on reliability, availability, maintainability, and

reduction of total 1ife cycle costs. 8

18 pq 702-3, Army Materiel Rel{ability, Availability, and
Maintainability (RAM), 22 March 1973
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3 VI. CASE STUDIES

In recent years Army weapon systems have continued to grow both
in terms of sophistication and costs. As an example, the M60A2 tank ac-
quisition costs rose approximately 500 percent over the earlier M60
version. In the current environment the image of materiel acquisition
procedures is one of overly complex systems, excessive concurrency of

programs with duplicative missions, and changing requirements. Whether

gk iad v

af
A
<

this image is deserved or not, the need for change was recognized by
DoD and the services and the process has recently undergone significant

changes to improve and simplify procedures.

To illustrate the foregoing, this section will refer to four Army
systems. Two had their beginning before inception of the DSARC process
and two generally followed the DoD and Army acquisition cycle as we vis-
ualize it today. The Advanced Attack Helicopter (AAH) and the Mechanized
Infantry Combat Vehicle (MICV) are generally following the prescribed cycle;
the Armored Recornaissance Scout Vehicle (ARSV) and the 3/4, 1-1/4 ton

truck acquisition preceded DSARC.
The Advanced Attack HeHcopt:er‘]9

The AAH has been designed as a highly mobile aerial anti-tank weapon

1

Requirement
p. 23.

9 Arm% Research and Development, Army Readiness Posture;
8 to Meet Foreseeable Threat. Hoffman, March/April 1976.
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system capable of fighting and surviving in a mid-intensity environment
and to provide, for the first time, a night and adverse weather capability.
Thus far two contractor prototypes cumulatively have over 100 flight-test
hours.

Both aircraft have generally performed weli; some technical problems
have heen encountered and solved. The solutions to these problems and
associated program adjustments directed by DSARC principles based on
other DSARC subsystems -- specifically, substituting the Hellfire
Missle for the TOW Missle in the Target Acquisition Detecting System --
Matéria11y increased original estimates and necessitated an Army re-
programming request for $14.6 million for FY 1976.

With these funds it is estimated that the prototypes can be brought
to sufficient maturity for the conduct of the government competitive
tests. Total program costs, including inflation are estimated to be
at $551 million for R&D and $2,330 million for procurement.

The system is currently in the validation phase and is pending a
DSARC Milestone Il review this calendar year.

The Mechanized Infantry Combat Vehicle (MICV)20

The MICV has been designated to provide significantly improved
mobility, firepower, and armor protection. This vehicle will permit

infantry to fight while mounted and protected. Total program costs,

20 1bid, p.13.
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including inflation, are estimated at $93 million for R&D and $644
million for procurement.

A low-rate initial production contract is planned to be awarded in
October 1977, with deliveries starting in January 1979. Developmental
testing commenced in September 1975 and has been progressing satisfactor-
ily except for technical difficulties with the transmission.

A backup transmission program has been initiated and, to insure
the fielding of a vehicle meeting all of the requirements, additional
time has been added t¢ the test program. Total time lost in the program
is estimated to be eight months.
The Armored Reconnaissance Scout Vehicle (ARSY)C]
After spending more than $30 million on R&D and requesting $25

million for procurement of 35 vehicles in the FY 1975 budget, the

. Army terminated its ARSV program,

ARSY began as an international project in 1965 but the multi-

national program foundered. At about the same time, the Army embarked

on its own program to replace the M114 armored personnel carrier; how-
ever, within the Army there were divergent views on what an ARSV should
be. Nevertheless, the program began in December 1966 when a parametric

design cost-effectiveness study was approved by the SECDEF.

2lamed Forces Journal International, Scout Bites the Dust.
Hayes, Qctober 1974. pp. 29,30.




-39-

Innumerable reviews and assessments were made on the proposed é
program at all levels within DoD. Finally, the request for proposal |
was issued in October 1971, six years after the establishment of a
program manager to direct the project. From that point, the program
progressed and design, prototype fabrication, and initial testing
ensued. In January 1974, thé.lrmy, unanimously repeated previous
convictions that fﬁé ASRY as'Eurrently envisioned was unacceptable and
should be stopped. Contracts expired in 1974,

Ever changing technical requirements and divergence of opinion
clouded determination of the need for an ARSY, possibly, a solid
requirement for the system was never demonstrated. This system, of
course, was ongoing before refincments ?“E;: acquisition process
and monitorship by DSARC. Currently, the Afny has a program to
evaluate a Scout vehicle; however, the earliest production models may
not arrive in the system before 1980.

The 3/4, 1-1/4 ton Vehicle Acquisition?? '

The story of the Army's acquisition of trucks ig the 3/4 ton and
1-1/4 ton size is interesting, because events "have gone full circle”
from procurement of militarized commercial vehicles' to highly specialized
Army developad designs and back to procurement of commercial vehicles.

This situation began in World War Il when the Armed Forces were equipped

22 y s, Army Command and General Staff College, the Materiel
Acquisition Process: Case Study, the TRADUCK. 1975-1976
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with thousands of 3/4 ton weapons carriers manufactured by Chrysler,
the sole source.

Two subsequent events significantly affected the future of truck
procurement in the Army. One was the MOVER study, and the second was
strong Congressional pressure to cease sole source procurement.

The MOVER study (1961) attempted to determine Army tactical vehicle
needs for the 1970 time frame. The study concluded that the 3/4 ton
series should be replaced with 1-1/4 ton trucks and that the 1-1/4 ton
mission could be satisfied by two vehicles: a highly mob le truck for
use in the combat brigade area and a less expensive, less complex vehicle
to operate in the rear areas. Top priority was given to a high mobility
truck, the Gama Goat. Release for Troop evaluation cf the Gama Goat
met with DSARC approval in May 1971,

The other vehicle: Congress finally forced the Army to stop buying
the 3/4 ton sole source vehicle from Chrysler, but not before a successor
vehicle was designed and developed. Unfortunately, at this time, there
was a rapid build up in Southeast Asia. In order to fill high-priority
requirements for 3/4 ton vehicles, it was necessary to buy a commercial
jtem to replace military vehicles in CONUS and Europe, which were then
issued to units in Vietnam.

A study cailed WHEELS was completed in 1972. WHEELS decreed that

there was a place in tactical units for commercial vehicles and that

procurament of a 1-1/4 ton vehicle should be undertaken. The concept in
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this acquisition was that there would b2 no capability testing, no
design development effort; this shortened'procedure would allow the

Army to save a considerable amount of RDT&E funds. The new truck will

'%' be called the M861 and will be a Dodge pickup truck, militarized --

g back to Chrysier. The demonstrated marketability of the trucks will

2 be accepted as proof of suitability. The vihicle, is expected to

%; have a life in the inventory of seven years and then will be “traded-in".
ﬁ% The winning Chrysler bid was $3885 per vehicle. Unlike the Gama Goat,

neither the RbT&E nor the production costs qualify this acquisition
item as a major systew for DSARC review.
The Army has not fared too well in its a tempt to procure 1-1/4
ton trucks to replace the 3/4 ton. Why has the Army had problems
with such a simple item as a truck? Like the ARSV, and unlike the
AAH and the MICV, the answer, in general, is probably the determination

of a military need.
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VII. PERSPECTIVES AND POSTSCRIPT

Laird-Packard Era

DEPSECDEF David Packard was the orchestrator of the DoD acquisition
review for major weapon systems as we know the process today. His
initial intent in changing policies and modifiying the systems review
process was not to manage programs, but was to ... make sure the im-
proved procedures were in fact being applied to each major project at
all stages and to assure that programs were ready to move into produc-

tion in the next stage of development.23

Before the Laird/Packard team assumed management of the 0SD in 1969,
there was no doubt about the need for improvement. During remarks at the
Defense Systems Management School at Ft Belvoir, 3 August 1971, DEPSECDEF
Packard commented on the assessments he had made as he sought ways to
improve the management of DoD development and procurement programs:

"...As we reviewed program after program..., it was aimost impossible
to find a major program that was not in trouble. Al ‘.re behind schedule,
although in most cases this was because impossible schedtﬂ;‘ had been set
at the beginning of the program. A1l showed large cost growths and again,
in many cases, this was because unrealistic cost targets had ggtn set or be-

cause the services had accepted "buy-ins" by the contractors.24 This was a
@

Z§“Fareweﬂ". Report of Former DEPSECDEF David Packard on Defense
Management Problems, 7 August 1972.

24A "buy-in" is an undesirable technique occasionally attempted by

bidders whereby the price guoted is intentionally much lower than the
fair market price. The bidder expects to be awarded the contract and
to recoup the losses that would result from the low pricg he bids by
later obtaining changes to the contract and/or trim profits on a second
contract award.

"”F*~.LJ JﬁLL
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shocking experience for me -- case after case of just plain poor maua-
gement by the largest department of the governmenti and by well known

and large firms in the industry. The Congress and the public were
critical of this gross mismanagement of this country's resources and
talent. And well they should have been. As we sought to discover
reasons for this dismat performance and to find ways for improvement,
several conclusions came to the surface. One conclusion was that if we
wanted better management of these important programs, we must have
better managers in charge. The so-called 'system'-- the attitudes and
practices that had been developed and were condoned over the years -- had
a great deal to do with the situation. But, given that all of the other

factors could be corrected, it was clear to me that putting better managers

. in charge would do more to bring about improvement than anything else."

Cost ezcalation in military procurement is not a new problem. It
becomes a special problem when costs escalate in the magnitude of millions
or billions of dollars. A General Accounting Office (GAQ) report.25
cites increased costs of $31.5 billion in DoD acquisition of 45 major
systeﬁs, or a 39 per cent increase over planning estimates and a 20 per

cent increase over estimates made during the development phase.26

25 U.S. General Accounting Office, Cost Growth in.Major Weapon
Systems, Washington, 1973, pp 1-29; passim 45-47.

26Among the systems cited having major cost overruns were the C-5A,
F-111 and F-14 aircraft, the M-60 tank, Poseidon submarines, and Minute-
man missiles. In a comparison of the current generation of several major
systems with the preceeding generation, the report showed the successor
system cost from two to six times more than its predecessor. Causes of
cost changes, according to the GAO report, can be attributed to inflation,
30 percent; estimating errors, 25 percent; and changes in requirements
ordered by the military, 45 percent.
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This was the situation encountered by the Laird/Packard team which
generated ensuing legislation intended to halt the phenomenal rise in costs
of weapons. To reduce the probelm of cost escalation the GAQ report
recommended that the DoD determine more precisely what the requirements for
each weapon were and how much was to be spent, improve its capabilities

to estimate the cost of weapons, continue to upgrade the competence

of program managers and specialists, and improve the planning for main-
tenance of the development and production base.... The report noted
indications that improvements in the acquisition process are having

some effect. However, greater efforts are required; to apply parametric
and other cost estimating techniques, to follow a more competitive

approach until system definition has been completed, and to structure
programs so that better use can be made of incentive awards for

specific phases.

Solutions to Cost Problems

The solution to cost escalation would seem to be in two parts,
Defensz managers must devise accurate estimating procedures and develop
realistic procurement policies. Industry, for its part, must perform
within defined costs and schedules. The two areas tha: appear to sur-
face in the Packard talks and the GAO report are improved management and
improved cost control.

Supporting these areas, in part, was the formalization of the 0SD
CAIG in June 1973 -- discussed in Section IV. To further address and
refine these areas of needed improvement, DoD issued three directives;

DoD Directive 5000.23, Systems Acquisition Management Careers -- Appendix

J--, DoD Directive 5160.55, Defense Systems Management School(DSMS)--
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Appendix K--, and DoD Directive £000.28, Design to Cost -- Appendix L.
Briefly, 5000.23 tasks the service with the selection, training, and
personnel management of a cadre of military and civilian personnel
adequate to meet future needs for leadership 1in systems acquisition
managenent.

Similarly, 5160.55 prescribes advanced courses of study that will
prepare selected military officers and civilian personnel for assign-
ment in program/project management. The DSMS assembles and diseminates
informaticn concerning new methods and practices in management, and
conducts research in concepts and methods as required to support its
primary mission. The DSMS reports to a Policy Guidance Council chaired
by DDRAE.

Design to Cost, 5000.28, evolved as a fundamental and flexible
approach to programs: It is & central management tool and a communica-
tion channel between DoD and industry. It establishes cost as a para-
meter equal in importance with technical requirements and schedules.
The parametric values establish cost elements management goals and
are included in the DCP and submitted as par. f the normal DSARC
review.

Authority of the SECDEF

One basic theme has highlighted the development of the acquisition
process since 1947; the clarification and strengthening of the authority
of the SECDEF over the entire structure of weapons procurement in order
to achieve centralized direction and execution of the decisionmaking

process. The process aas been evolutionary, and has sought to combine
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centralization of authority in the SECDEF with the substantial vetention
of tradition:? service responsibilities in support of equipping the force
structure with necessary weaponry. The management principle of central-
ized direction and decentralized oper.tions seems to pervade the system.
Figure 12, extracted from a DDR&E comman< briefing chart, partially illus-
trates this idea and further shows the increased 0SD management functions

in the decade of tha 1970's.

1960s 1970 | Future

OSD Management Centralized ~-Key Decisions Greater
Centralized Decentra«
-Program Mgmt lization
Decentrali«
zation within
thresholds

Program Tech Dev - Designated
Management Plan Program
Manager
DCP/DSARC
Decision Calendar - Achievement
Making Milestones Milestones
(DCP, DSARC,
T&E, CAIG)
Figure 12, -~OSD management functions

Change in Emphasis

These developments relating to improved acquisition are indicative of
the direction in which DSARC has been moving. Analysis of needs, study
of the environment in which these needs must be met, affordability con-

siderations, and development of policies consistent with force objectives

influenced the progression of DSARC emphasis as shown in Figure 13,
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L ACQUISITION MANAGEMENT

Project Manager (Authority)
Milestones (Achievement Determines Schedule)

| RISK AVOIDANCE

Trade Offs
Hardware Proofing (Prototyping)
Contracting

r TEST & EVALUATION

Independent OT&E
Fly-Before«Buy

| 5000,1

Life Cycle Costs
Cost as Important as Performance

[ COST CONTROL

"Design To'" Costs
Affordability

r ALTERNATIVES

More Dev, Programs
Maj. Modifications
Foreign Programs

Figure 13, --Progression of DSARC emphasis
History
To date, about 81 DCPs have been approved with an additional 28 in
preparation, There have been about 170 formal DSARC reviews and countless
other informal encounters between DoD components and 0SD staff members
essentially for the purpose of resolving pre-DSARC considerations in pre-

paration for the formal review. Figure 14 depicts the DSARC historical trends.

Recently, the process has been averaging between 20 to 30 reviews a year.
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DSARC Goals and Accomplishments

A review of past efforts causes one to wonder how many good
conceptual strategies have been discredited because of faiiure of
communications in the initial life cycle juncture of systems. In
1872, Senator J. C. Stennis, Chairman, Senate Armed Services Committee,
stated that there was a need to onderstand underlying nroblems of the
weapons systems acquisition process. A 1972 Report of the Commission
on government procurement concluded that toc mwany pest attempts to
improve systems acquisition mistakenly addrezsed symptomatic problems
on a piecemeal basis, In this Tight, has DSAPC attained its ohjmctives
and what good has the DSARC done?

At the least, it {5 a process well thought out oud indeed involves
a sound concept; it is a step in the right dirvection that filled an
identifiable void in the acduisition process; in today's budget environ-
ment, DSARC has encouraged all organi.cations involved in weapon systems
management to pool their knowledqe to reduce costs.

in practice and process, the DSARC implementation of directives
and instructions which imply corporate level macro-managerent has tended
toward cyclic dialogue at the micro-managoment ‘evel. HNotwithstanding
this form of procrastination, how vffective would the process be without
the LSARC? If one compares wilitary weavons acquisition to civil pro-
juuts such 2s the Kennedy Center, Rotions? Gam Projects, ihe Rayburn
Buiiding, etc., the civil cost over-runs ceriainly portray D3ARC as

effective.  Perbaps an in-house measare af o ffectivenrss are the

Congressional Selected Acquicitior Reports SAY whicr have heen

I
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reflecting a recent downtrend in cost control growth.27

With respect to Congress, one of the salient accomplishments of the

DSARC is "it gets it all together" and acts as a buffer for DoD components.

DSARC Future Refinements

What can be done to further improve the DSARC system? The advocacy
of more efficient practices has been tradition prior to the inception of
DSARC. Efforts have been made to identify and eliminate the causes of

inefficiency, but such efforts have ordinarily been directed at refining

management procedures and exercising better control over activities.
Accordingly, Circular No. A-109, 5 April 1976, Office of Management and
Budget, subject: Major Systems Acquisition -- Appendix M -- imposed an
additional key decision {Milestone 0) point by the SECDEF in the DSARC
review process, Figure 15 . This front end loading of the review process
may become an obstacle to the embryonic stage in the 1ife cycle of an
essential system.

DoD Directive 5000.30, Acquisition Executive -- Appendix N -- compels
change in the management structure by requiring agencies that acquire
major systems to appoint permanent acquisition executives to the DSARC

with the DEPSECDEF intended to chair the council.

21 Congressional SARs are standard, comprehensive, summary status re-

ports on major defense systems as defined in DoD Directive 5000.1 prepared
by DoD components quarterly and submitted tg 0SD for transmission to the
Congress and other governmental agencies. They are usually limited to
those defense systems which have DSARC II approval and are estimated in the
FYDP. DoD Instruction 7000.3, 23 Sep 73, addresses SARs in detail.
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Mission
Analvysis

\\_ Needed Conceptual . W

(Interface)
/ Capability Effort

Technical
Base
Milestone O DSARC/DCP 1
Mission Element Program Initiation
Need Approval Decision

Figure 15,--DSARC process: Front end structure

For many years, DoD has developed expensive weapons systems without
fully consulting with the people who must provide logistical support for
the service end item. There may be a need for an improved audit trail to
provide "feed-back" well into the future for major systems, a view ex-
pressed by Mr. George W. Southerland, ODDR&E. He cited, as an example
of desirable feedback the C-141 "stretch" program which will involve the
DSARC decision process for a prototype major modification probably as a
Milestone II juncture. Certainly, performance and cost data from the
field should influence a DSARC determination to change cr replace an
existing system. Perhaps for each major system, some form of DCP should
follow the item for 5 to 10 years, requiring feed-back in order to com-

pare intended with historic performance in areas of training, operational

performance, cost factors, etc.
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To close out this research, it seems appropriate to paraphrase a
comment expressed by Mr. Larry 8irk28 He feels that the people who must
implement the defense major weapon systems acquisition process arc aware
of the shortcomings in the system and are willing to correct the systems
weaknasses. For our particular type of bureaucratic acquisition process
his view is certainly encouraging. The U.S., after all. has produced fine
weapons with which to defend the nation.

The future challenge of DSARC viability and the effectiveness of the
service acquisition efforts is indeed to be able to develop, improve, and

modify weapons systems to meet our changing needs, at acceptable cost.

28wr Birk 1s the Project Management Specialist (Army), Director of
Executive Management, Defense Systems Management Center, Ft. Belvoir, VA.
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VIII. SUMMARY

The system acquisition policies set forth in DoD Directive 5000.1
seem to be sound management principles. The real strength of these
policies appears to lie in the DSARC review process. It starts early
to identify key issues. The DSARC meeting becomes the culmination of
effort, a final review by the principals where the program information
at hand provides a full and valid basis for recommendations to the
SECDEF.

The DSARC provides the means for a coordinated effort to solve the
problems of defense systems acquisition. During the review, the system
project manager from the militray service brings his analysis of pro-
gram considerations to the attention of the DSARC principals in a 30-45
minute presentation. A period of discussiorn follows in which the DSARC
p: . :vipals ask further questions or present their own arguments for con-
sideration by other members of DSARC. The project manager must provide
the DSARC with information regarding his program to show that a requirement
exists, the best possible procedures have been utilized to evaluate
alternative courses of action, and implementation has been carefully
planned. Finally, after all information has been presented and analyzed,
a recommendation which will significantly affect the services program is

submitted by the DSARC to the DEPSEC.Z?

? This information obtained in discussion with Mr E. J. Nucci, former
Executive Secretary DSARC: foncon 2 June 1976.
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APPENDIX A

THE DEPUTY SECRETARY OF DEFENSE
Washington, D, C. 20301

30 May 1969
(Copy)

MEMORANDI'M FOR SECRETARIES OF THE MILITARY PEPARTMENTS

DIRECTOR, DEFENSE RESEARCH AND ENGINEEZRING

ASSISTANT SECRETARY OF DEFENSE
{COMPTROLLER)

ASSISYTANT SECRETARY OF DEFENSE
(INSTALLATIONS AND LOGISTICS)

ASSISTANT SECRETARY OF DEFENSE
(SYSTEMS ANALYSIS)

SUBJECT: Establishment of a vafense Systumg

Acquisition Review Council

I have been reviewing for some time currenc practices within
the Department of Defense for the acquisition of major sys-
tems. My reviev has highlighted the importance of our
organization and practices for accomplishling this managoment
Job. The primary responsibility for the acquisition and
management of our major mystenms mupt rest with the individual
Services. Within each Service, this responsibility is
focused in the Pruoject Manager. Recognizing the Service
responsibilicty, 1 am, at the gamec time, most snxfous of in-
suring, before we apprcve transitioning through the critical
milestones of the acquisition of a major system, that all
facets of the acquisition process are properly considered.

Toward this end, I am establishing a Defense Systems Acquisi-
tion Review Council (DSARC) within the Office, Secrectary of
Defeuse, to advise me of the status and readiness of each
major system to proceed to the next phase of effort in its
l1fe cycle. The Council will seive te complement the
Developnent Concept Papar (DCP) system, which continues as

a formal DOD management and decision-making systea for the
acquisition of major systems. The Council will evaluate

the status of each candidate gystem at three basic mnilestone
points: First, vhen the sponsoving Service desires to
injtiate Contract Definitiuvn (or equivalent effort); second,
when it i3 desired to go from Contract Definition to full
scale development; and thizd, when it is desired to transi-
tion from development to production for Service deploynsent.

The functions of the Council are separate from and do not
encompass the management reviews of wajor systems which 1
have previously requested and which are being conducted by
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DDR&E with assistance from ASD(IEL) and ASD{(Compt). These
reviews are focused on the management of the system vhereas
“the DSARC reviews will cover all issues, program thresholds
and other matturs normally trecated in DCP's. Also, the
management rcviews wiil normally be held only once on each
major system; wheveas the DSARC reviews, vhich are based

on program wilestoncsg, will be normally coaducted three or
more times Juring the acquisition cycle of a particular
system.

The uvewbership of the Council will include DDRLE, ASD(I5L),
ASD(C), and ASD(SA). TFor the first two milestone reviews,
that is, prior to entry into contract definition and prior
to antry into full scale devclopment, the Council will be
chaired by the DDRLE., For the third review, related to

the transition from developaeanl to production, the Council
vill be chaired by the ASD(I&L).

1 am initially defining major systems, wvhich will be subject
to Council reviews, to include (1) those for vhich Develop-
ment Concept Papers are required; and (2) those specifically
designated by me for review and evaluation., A tentative
charter for the Council {s attached as an enclosure. 1
desire that the DDR&E and ASD(I&L), within the next 30 days
jointly prepare the ncocessary procedures and take the
necessary administrative actjons to Luplement the Council
charter.

1 believe the Council operation will result in improved
managesment and will augment the decision-zaking process
within the Department of Defense. 1 cannot over-ewmphasi »
the need for complete interface throughkout the Departmen
in the system acquisition process.

/s/ DAVID PACKARD

Enclorure
als




1.

2.

3.

Charter

Defense Systems Acquisition Review Council

Purpose

This charter prescribes %ae missicon, functions, composi-
tion, authority and respongibility, and administration
of the Defense Systemsa Acquisition Review Council
{DSAKC).

Mission

The mission of the DSARC is to reviewv major and impor=-
tant Department of Defense system acquisition programs
at appropriate milestone points in their life cycle.
These raviews are intended to permit coordinated evalua~-
tion and deliberation among senioxr managers, based on
the most completa presentation of information available
to assure that advice given the Secretary ¢f Defense li
er complete and objective as possible prior to a deci~
sion to proceced to the next step of the system's life
cycle. The DSARC operation and evaluations will serve
to complement the NCP syctem which remains as a formal
DOD management and decisior-making system concerning
the acquisition process 0f major defense saysteus.

-Funetions

a, The DSARC will review and eviluate the status of
eack appropriate system acquisitiou program at three
basic milestone points:

First: When initiation of Contract Defianition (or
egquivalent effort) 1is proposed;

Scecond: When transition from the Contract Defini-
tion phase to full-scale development {is
proposed; and

Third: When transition from the develorment phase
into produrtion for Service deployment is
proposed.

b, The first review will support the basic DCP in that
it vill provide a forum for discussion and possible
resoluticn of the various viewpeints of the parti-
cipating principals, including the Secretary of the
Military Service sponsoring the program. The later
reviews will serve a function of validating the
readiness of a syotem to proceed to the next stage,
i.e., normally full-scale development or production,
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4.

5.

Ceuposition

The DSARC will consist of the DDRSE, the ASD(I&L), the
ASD(Conptroller) and the ASD(SA).

Authority and Responsibilities

For cunsideration of entry into Contract Definition
(Contract Definitiorn Phase) and entry into full-
acale development (the full-scale development phase),
the DPSARC will be chaired by the DDRLE,

For the transition from development to production
(the production phase), the DSARC will be chaired

by the ASD(IaL).

For additionoal reviews, the DSARC will be ~haired
by DDR&E or tha ASD{15L) as appropriate, depending
on whether the action under consideration is con~-
cerned Jith movement wichin the full-~cale develop-
ment phase or into or within the production phase.

Reviews at points other than program transiction
points may be requested by a DSARC member by
memorandum to the approprlate chairman.

Revicw of & program at any point in its life cycle
way be directed by the Secietary of Defense or the
Deputy Sccretary of Defense. )

Reviews will be limited to major and important pro-
grams, These are (1) those for which Development
Concept Papers are required; and (2) those speci-
fically designated for review by the Secretary of
Defense the Deputy Secretary of Defense or the
appropriite DSARC chairman.

Aspéects to be considered by the DSARC include, but
are pet linited to, the following:

(1) Forx {tems proposed for Coniract Definition

(a) Justification of military need;

(b) Validity of operarional concept and
oh ectives;

{c) Kclative capability comparcd with present/
anticipaced and with capabilitics of other
BySiems;

(d) “echntlcal feasibility;
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(2)

(3)

(e) Validity of cost estimates and analysis
"of cost riskas involved;

(f) Validity of proposed scheduling and con-

- - sideration of alternatives thereto;

(g) Validity of proposed procurement methodo-
logy, including type of contractor
structure, kind of contract, timing of
Government production commitment, means
of assuring competition; and

(h) Validity of program manager plans, con-
trols and organization,

For items proposed for transition from Contract

Dafinition into full-~scale development:

(a) Continued validity of program objectives
and validity of changes thereto sinre
completion of concept formulation;

(b) Confidence in achicving curremt program
objectives;

(¢) Analysis of current risks;

(d) Technical feasibilicy, rvisks associated
therewith and analysis thereof;

(e) Adequacy of integrated logistics support
planning;

(£) Validity of cost estimates, including
analysis of cost differences between
competing Contract Definition contractor
and Government estimates;

(g) Options associated with coast trade-offs

. and analysis thereof;

(h) Adequate consideration of contract incen~
tives and inducement for competition; and

(1) Validi:y of centractor proposals.

For systems proposed for infitial producuion:

{(a) Feasibility of producticn, including

evaluation of milestone achievements, test
results and production line producibility;
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(v)

(e)
(a)
(e)

(£)
(s8)
(h)

(1)

Techoical feasibility, including specifi-
cation requirements;

Review and evaluate overall requirecment;
Current validity of cost estimates;
Need, as appropriate, for concurrent
development and production as well as
validity of recommended time phusing of
production/deployment aspects;

Adequacy of integrated logistic support
planning;

The existence of adequate project manage-
ment controls;

Adequate planning for Government-furnished
equipment and facilities; and

Adaquata planning as to proprietary
rights items.

h. The Chairman may invite other staff wmembers, such
as the ASD(M&RA) and the ASD(1ISA) to participate
{u the reviews when the reviews have significant
relevance to their responsibilities.

4. The Chaiiman shall advise the Deputy Sezretary of
Defense of the findings and recommendations of the
specific review and cconcurrently a copy of the £ind-
ings and recommendations will be forvarded to the
appropriaste Serviecc Secretary.

Administration

The DSARC may establiish necessary Working GCroups to
assiss the Council mumbers in their revievws.
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APPENDIX R

THE DEPUTY SECRETARY OF DEFINSE
WASMINGTON, D €. 20301

il 23 1900

MEMORANDUM FOR Secrctaries of the Military Departments
Director of Defense Rescarch & Engineering
Assistant Secretaries of Defense
The Gencral Counsel
Assistants to the Secretary of Defense
Dircctors of Defcnse Agencies

SUBJECT: Policy Guidance on Major Weapon 3ystem Acquisition

We have been considering within the Department, for over a year,
ways by which we can improve acquisition programs for major weapon
systems., Some steps have been taken which 1 believe are in the right
direction (reference my July 31, 1969 memorandum), and it is now ap-
propriate to move ahcad in a concerted cffort to firmly establish addi-
tional new policies and to implement them,

The prime objective of the new policy guidance is to c1able the
Services to improve their management of progranms. Improvement in
the cxecution of these programs will be made to the extent the Services
are willing and able to imp.ove their management practi~cs. The
Services have the responsibility to get the job done, It s impera‘*ive-
that they do the job better in the future than it has becn done in the past.

It is the responsibility of .\he OSD to approve the policies which
the Services are to follow, to evaluate the performance of the Services
in implemcnting the approved policivs and to make decisions on pro-
ceeding into the next phase in each major acquisition program,

The purpose of this memorandum is to 1ssue broad policy guidance
which is to be translated into appropriate action by all Services and
Agencies in new major weapon system acquisitions.

n




Management

Management in.the Services will be improved only to the extent
that capable peoplc with the right kind of experience and training are
designated to manage thesc major programs -- in fact all programs.

In order to be cffective, program managers must be given adequate
authority to make decisions on major questions relating to the nrogram
both in the conceptual devecluopment stage and - the full-scale evelopme-~t
stage. If capable people are going to be willir , to _adertake .. .se impor-
tant program management assignmoants, ways ust be found to give them -
some incentive to do s0. ’rogrisn mananers must be given more r g~
nition toward career advancemert in all of the Services, and g od managers
must be rewarded just as good oprrational people are rewarded,

[
I our peoplc are to develop the experience necessary for progrsm
management and are to utilize the.r experience, they .uat “e assigne?
to a given program long enough to be éffective.

. The overall structure of the program management function in all
Services necds to be considered, Changes must he made to ménimr ‘ze
the numerous layers of authority between the prog ram managey a.d the
Service Secretary,

The entire management problem needs to be addressed under
these siru).e guidelines: put more capable people into program manage
ment, give them the responsibility and the authoritv and keep them ther
long enough to get the job done right,

Development

i - The cost of Ceveloping and acquiring new weapon systems is more
dependent upon making practical trade-offs between the stated operating
requirements and enginecring design than upon any other factor. This
must be the key consideration at every step in development from the
conceptual stage until the new weapon goes into the force,

AP S

The program schedule (structure) is another vcry key considera~
tion, It must make sense, It must allow time for accomplishing im=-
portant task objectives without unnecessary overlapping or concurrency,
The idcal schedule is sequential with enoug!. slack time for resolution
of those problems which inevitably arise in any deve’ypment program.



Conceptual Develonment

It is crucial that the right decisions be made during the concep-
tual stage. 1f wrong decisions arc madc during this period the problems
that are generated cannot casily be overcome later in the program,

Any new program will contain some risk that the technology in-
volved cannot, within recasonable time and cost constraints, be converted
into practical engineering design which mcets the desired operating
requiremonts, There are thrce ways in which this tecanical risk can
be minimized:

t. Risk Assessment, The first is to make a careful as~
s essment of the technical problems involved and a judgment as
to how much effort is likely to be necessary in finding a solution
that is practical, A carcful look at the conscquence of failure,
even of "low risk" prograrn elements, is also critical,

2. System and Hardware Proofing.. The second and only
sure way to minimize the technical risk is to do enough actual
engincering design and component testing in the conceptual de-
velopment stage to demonstrate that the technical risks have
been climinated or reduced to a reasonable level. Componcnt
or complete systern prototyping, or backup development, are
examples of this. '

3. Trade-offs {risk avoidance). Since program risk and
cost arc aependent on practical trade-oifs between stated operating
requircments and engineering design, trade-offs must be con~ °
siderecd not only at the beginning of the program but continually
throughout the development stage.

.Proposals for OSD approval of development programs shall in-
clude a description of how the Service or Agency intends to manage the
program to include appropriate attention to (1) Risk Assessment; (2) Svstem
and Hardware Pronfing; (3) Tradeotffs, When a DCP is prepared, it shall
reflect these in the management plan, ’

Small development projects which do not require specific OSD
approval shall also be structurcd to reflect these considerations,

AN new programs will be kept in the conceptual development stages
until the responsible Service secretary snd the OSD can be assured that
the program is actually in the proper shape to procced into fuil-scalc de-
vclopment,

e R e e 1 i g o Vg
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Full-Scale Development

Authorization to proceed into full-scale development will be given -
by OSD bascd upon a DCP and the recommendation of the DSARC, In
making this recommendation, the DSARC shall considcr in particulax
whether adequate risk reduction has been accomplished,

Even though risk has been adcquately addressed dut ing the con-
cep:ual development stages, {ull-scale devclopment will uacover technical
and engineering problems that need to be solverd, Procedures shall be
established in the development program by which these problems will
be continually addrcsscd in view of possible trade~offs with stated opera-
ting requircements, cost, and operational readiness date,

Furthermore, it is essci:tial to have assurance that thosge problems
encountered during the carlier development stages have in {fact been solved,
This requires that milestones be established to demonstrat ¢ achievement
of objectives at apprupriate points in the development program. These
milestones shall include such things as completion of appropriate stages
in the overall system design and testing of critical items of hardware,
e.g., subsystems and componcnts.

Consideration must be given in development to all matters neces-
sary in a full operating system. This will include such things as
maintenance, logistic support, training, etc. However, where the se
matters are dependent on the final production design, as much of this
work as possible should he delaved until the oroduction stare, In general,
RFPs for the development stage should be carefully reviewed to eliminate
demands for reports, documentation and work tasks which are not absolutely
necessary for the efficient accomplishrnent of the actval development work.,
These copsiderations and demands must be limited to those which directly
contribute to the design of the system itself,

Production

The most important consideration before moving into full-scale
production on 2 new weapon system is to have assurance that the engincering
design is completed, that all major problems have been resolved, and this
has been demonstrated to the extent practical by actual performance testing.

At the DSARC revicew when the decision is made as to whether to

proceed into full production, | want the responsible Service to certify that
the following actions have been taken:
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1. Al of the milestones which demonstrate the achieve-
. ment of a practical engincering design have been met,

2. All important cngincering probleme encountered
during the development have been resclved with appropriate
trade~olfs with stated operating requiremernis ro that the
production, maintenance and operating costs are optimized,

The start up of production must be scheduled to minimize financial
commitments until it has been dcmonstrated that all major development
problems have been resolved. In most cases production engineering
and production tooling are necessary to demonstrate that the engincering
has been satisfactorily accomplished, It may also be necessary to de-
velop and demonstrate new production processes, methods and procedures,
Thus, some limited expenditure on production may have to overlap de-
velopment, .

Contracts .
In all cur contracting, the type of contract must be tailored to the

risks involved, Cost plus incentive contracts arc preferred for both
advanced development and full scale develiopment contracts for major
systems. When the assessment of technical risk permits, such contracts
should include provisions for competitive fixed price subcontracts for
subsystems, compoaents and materials, In many cases this will enable
a major portion of the program to benefit from competition, When risks
have been reduced to the extent that realistic pricing can take place fixed-
price type contracts should be used, But the contracting officer she Id
have the flexibility to consider the technical capability of the contra :or
and other factors in seleciion of contract type. When fixed-price ty e’
contracts are used for development programs, the contractor's fin: icial
ability to absorb losses that might be incurred must be a factor in making
the award.

It is, of course, desirable to award fixed-price contract in a
competitive environment. It has been provui. to be difficult or impossible
to achieve effective competition in a fixed-price- contract for production for
a major weap. . system before full-scale development has been undertaken.
Consideration should therciore be given to the use of a negotiated fixed-price
contract after the development has progressed to the point that the produc-
tion design can be realistically specified. To the extent possibie, a contract
nepgotiated under these circumstances should encourage competition for
subsystems, componants and materials, In this way a substantial part
of the cost can be established in a competitive environment,

_LH
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The vse of letter contracts should be minimized. Change orders
should not be authoi.zed until they have been contractually priced, or
until contractual ceilings have been established,

This guidance is provided to the Services with the uaderstanding
that it is to be implemented within the established DCP and DSARC
policies, Other reports and reviews are to be kept to a minimum, but
the lines of communication between OSD offices and Service comuonents
must be kept open to insure actual programs are being implemented under
this guidance.

To the extent that the above guidance conflicts with existing DoD
Directives and Instructions, the policies stated herein will govern., Since
these policies should be applied immediately, I would appreciate ynur
distributing this memoranduin to key personnel, including all program
managers, involved in the acquisition of major weapon systems,

1 want the appropriate regulations of OSD and the Services and
Agencies to be changed or cancclled to reflect these policies. I have asked

the DDRAE to take the leadership in accomplishing this and have suggested
i September 1970 as the date for recommending changes to me,

QoS Ridore]
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December 22, 1975
APPENDIX C NUMBER 5000.1

DDR&E

Department of Defense Directive

SUBJECT Acquisition of Major Defense Systems

Reference: (a) DoD Directive 5000.1, "subject as

II.

III.

above," July 13, 1971 (hereby
cancelled)

REISSUANCE AND PURPOSE

This Directive reissues reference (a) which
establishes policy for major Defense system
acquisition in the Military Departments and
Defense Agencies (referred to as "DaD
Components™). Reference (a) is hereby
superseded and cancelled.

APPLICABILITY

The provisions of this Directive apply to
major programs, so designated by the Secretary
of Defense/Deputy Secretary of Defense
(referred to as "Secbef"). This designation
shall consider (a) dollar value (programs
which have an estimated RDT&E cost in excess
of 50 million dollars, or an estimated pro-
duction cost in excess of 200 million dollars,
all in FPY 72 dollars); (b) national urgency;
and (c) recommendations by DoD Component Heads
or Office of Secretary of Defense (OSD)
officials. 1In addition, the management
principles in this Directive are applicable

to all programs.

POLICY

A. Mode of Operation. Successful development,

production and deployment of major Defense
systems are primarily dependent upon compe-
tent people, rational priorities and clearly
defined responsibilities. Responsibility and
authority for the acquisition of major
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Defense systems shall be decentralized to the maximum
practicable extent consistent with the urgency and
importance of each program. The development and
production of a major Defense system shall he managed
by a single individual (program manager) who shall
have a charter which provides sufficient authority

to accomplish recognized program objectives. Layers
of authority between the program manager and his
Component Head shall be minimum. For programs involving
two or more Components, the Component having dominant
interest shall designate the program manager, and his
charter shall be approved by the cognizant official
within OSD., The assignment and tenure of program
managers shall! be a matter of concern to DoD Component
Heads and shall reflect career incentives designed to
attract, retain, and reward competent personnel.

1. The DoD Components are responsible for identifying
needs and defining, developing and producing
systems to satisfy those needs. Component Heads
are also responsible for contractor source selection
unless otherwise specified by the SecDhef on a
specific program.

2. The u.LD is responsible for (a) establishing
acquisition policy, (b) assuring that major Defense
system programs are pursued in response to valid
needs, and (c) evaluating policy implementation
on each approved program. '

3. The 0OSD and DoD Components are responsible for
nrogram monitoring, but will place minimum demands
for formal reporting on the program manager. Non-
recurring needs for information will be kept to
a minimum and handled informally.

4. The SecDef will make the decisions which initiate
program commitments or increase those commitments.
He may redirect a program because of an actual
or thrcatened breach of a program thresheld in an
approved Decision Coordinating Paper (DCP). The
DCP and the Defense Systems Acquisition Review
Council (DSARC) will support the SecDef decision-
making. These decisions will be reflected in the
next submission of the Program Objective
Memorandum {POM) by the DoD Component.

Conduct of Program. Because every program is differ-
ent, successful -ogram conduct requires that sound
judgment be applied in using the management principles
of this Directive. Underlying specific Defense system
developments is the need for a strong and usable

2
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technology base, %his base will be maintained by
conducting research and advanced technology effort
independent of specific Defense systems development.
Advrtced technology effort includes prototyping,
preterably using small, efficient design teams and a
minimum amount of documentation. The objective is

t¢ obtain significant advances in technology at minimum
cest,

1. Program Initiation

a. Early conceptual effort is normally conducted
at the discretion of the DoD Component until
such time as the DoD Component determines that
a major Defense system program should be pursued.
It is crucial that the right decisions be made
during this conceptual effort:; wrong decisions
create proklems not easily overcome later in the
program. Therefore, sach DoD Component will
designate a single individual, such as the
Agsistant Secretary for Research and Deve lopnment,
to be responsible for conceptual efforts on new
nmajor programs.

b. The considerationg which support the determination
of the need for a system program, togeth:r with
a plan for that program, will be documented in
the DCP. The OCP will define program issues,
including speacial logistics problems, program
objectives, potential benefits in context with
overall DoD strateqy and fiscal guidance, program
rlans, performance parameters, areas of major
irigk, system alternatives and acquisition
strategy. The DCP will be prepared by the LoD
Component, following an agreement between OSD
and that Component on a DCP outline. The Chairman
of the DSARC has the basic responsibility for
coordiration of inputs for the DCP and its sub-
mittal to the DEARC for consideration and to the
SecDef for subsequent decision. Tf approved,
the program will be conducted within the CCP
thresholds.

2. Full-Scale Engineerinc Development. When the DoD
Component 18 sufficiently confident that program worth
and readiness warrant commitment of resdurces to full-
scale engineering development, it will request a
3ecDef decision to proceed. At that time, the DCP
will be updated and the DS/iRC will normally review
program progress and suitability to enter this phase
and will forward its recormendarions to the SecDef
for “inal decision. Suc review will confirm (a) the
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need for the selected Pefense system in consider-
ation of threat, system alternatives, special
logistics needs, estimates of development costs,
preliminary estimates of life cycle costs and
potential benefits in context with overall DoD
strategy and fiscal guidance; (b) that development
risks have been identified and solutions are in
hand; and (c) realism of the plan for full-scale
engineering development.

3. Production/Deployment. When the DoD Component is
sufficiently confident that engineering is complete
and that commitment of substantial resources to
production and deployment is warranted, it will
request a SecDef decision to proceed. At that time,
the DCP will.be updated and the DSARC will again
review program progress and suitability to enter
substantial production/deployment and forward its
recommendations to the SecDef for final decision.
Such review will confirm (a) the need for preoducing
the Defense system in consideration of threat,
estimated acquisition and ownership costs and *
potential benefits in context with overall DoD
strategy and fiscal guidance; (b) that a practical
engineering design, with adequate consideration
of production anl logistics problems is complete;
(c) that all previously identified technical
uncertainties have been resolved and that operation-
al suitability has been determined by test and
evaluation; and (d) the realism of the plan for the
remainder of the program. Some production funding
for long lead material or production planning
effort may be required prior to the production

7 decision. 1In such cases, the SecDef will decide

' whether a DSARC review and revised DCP are requir-
ed. In any event, full production go~ahead will
be authorized by approval of the DCP.

C. Program Considerations

1. System need shall be clearly stat:d in operational
G terms, with appropriate limits, and shall be chal-
) lenged throughout the acquisition process. State-
ments of need/performance requirements shall be
matched where possible with existing technology.
Wherever feasible, operational needs shall be
satisfied through use of existing military or
commercial hardware. When need can be satisfied
only throuch new development, the equivalent needs
of the other DoD Components shall be considered
to guard against unnecessary proliferation.
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Cost parameters shall be established which consider
the cost of acgquisition and ownership: discrczte cost
elements (e.g, unit production cost, operating and
support cost) shall be translated into "design to'
reguirements. System development shall be continu~-
ously evaluated against these requirements with the
same rigor as that applied to technical reguirements.
Practical tradeoffs shall be made between system
capability, cost and schedule. Traceability of
estimates and costing factors, including those for
economic escalation, shall be maintained.

Legistic support shall also be considered as a
principal design parameter with the magnitude, scope
and level of this effort in keeping with the program
phase. Early development effort will consider only
those parameters that are truly necessary to basic
Defense system design, e.g., those logistic problems
that have significant impact on system readiness,
capability or cost. Premature introduction of
detailed operational support considerations is to

be avoided.

Programs shall be structured and resources allocated
to ensure that the demonstration of actual achieve~
ment of program objectives is the pacing function.
Meaningful relationships between need, urgency, risk
and worth shall be thereby established. Schedules
shall be subject to trade-off as much as any other
program constraint. Schedules and funding profiles
shall be structured to accommodate unforeseen problems
and permit task accomplishment without unnecessary
overlapping or concurrency.

Technical uncertainty shall be continually assessed.
Progressive commitments of resources which incur
program risk will be made only when confidence in
program cutcome is sufficiently high to warrant
going ahead. Models, mock-ups and system hardware
will be used to the greatest possible extent to
increase confidence level.

Test and evaluation shall commence as early as
possible. A determination of operational suitability,
including logistic support requirements, will be

made prior to large-scale production cammitments,
making use of the most realistic test environment
possible and the best representation of the future
operational system available. The results of +his
operational testing will be evaluated and presented
to the DSARC at the time of the production decision.
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Contract type shall be consistent with all program
characteristics including risk to the contractor and the
government. Normally, the precise production cost of a
new complex Defense system cannot be determined prior
to development and this creates a situation of risk
such that:

a. The total package procurement concept will not he
used.

b. Firm or ceiling priced production options shall not
be used in development contracts. However, when
development of major systems has proceeded to a
point that technical and performance uncertainties
have been minimized and realistic estimates of
their cost identified, firm or ceiling priced
production options for limited quantities may be
included in the development contract. Such options
may be appropriate, for instance, when prototyping
or other forms of technical and cost verification
of concepts has occurred.

¢. Cost type prime and subcontracts are pieferred
where substantial development effort is involved.

d. When risk is reduced to the extent that realistic
pricing can occur, fixed price type contracts should
be issued.

e. Letter contracts shall be minimized.

f. Changes shall be limited to those that are necessary
or offer significant benefit to the DoD. When
change orders are necessary, they shall be contrac-
tually priced or subject to an established ceiling
before authorization, except wher. “his is impractical.

The source selection decision shall take into account

the contractor's capability to develop a necessary Defense
system on a timely and cost-effective basis. The Dob
Component shall have the option of deciding whether or
not the contract will be completely negotiated before a
program decision is made. Solicitation documents shall
require contractor identification of uncertainties and
specific proposals for their resolution. Solicitation
and evaluation of proposals should be planned to minimize
contractor expense. Proposals for cost-type or incentive
contracts may be penalized during evaluation to the
degree that the proposed cost is unrealistically low.
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9. Management information/program control requirements
shall provide information which is essential to effective
management control. Such information should be gener-
ated from data actually utilized by contractor operating
personnel and provided in summarized form for succes-
sively higher level management and monitoring require-
ments. A single, realistic work hreakdown structure
(WBS) shall be developed for each program to provide a
consistent framework for (a) planning and assignment of
responsibilities, (b) control and reporting of progress,
and (c) establighing a data Lase for estimating the future
cost of Defense systems, Contractor management
information/program control systems, and reports ema-
nating therefrom, shall be utilized to the maximum ex-
tent practicable. Government-imposed changes to
contractor systems shall consist of only those necessary
to satisfy established DoD-wide standards. Documenta -
tion shall be generated in the minimum amount to satisfy
necessary and specific management needs.

Iv, EFFECTIVE DATE AND IMPLEMENTATION

A, This Directive is effective immediately. Two copies of
impl ementing regulations shall be forwarded to the Secre~
tary of Defense within 90 days.

B. The number of implementing documents shall be minimized
and necessary procedural guidance consolidated to the
greatest extent possible, Selected subjects to be covered by
DoD Directives/Instructions or Joint Service/Agency docu-
ments in support of this Directive are listed in enclosure 1,
Each DoD Component shall forward the Joint Service/Agency
documents for which it is responsibie to the Secretary of
Defense for approval prior to issuance,

S

Deputy Secretary of Defen

Enclosure -1
Related Policy
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RELATED POLICY

Responsibility for the following policy documents is assign-
ed to the Cognizant Office indicated.

5000.1 (Encl 1)

Dec 22, 75

In each case, the

Cognizant Office shall (a) generate the peolicy, or (b)

delegate authority to a lead DoD Component for preparation
and cubsequent issue of a joint Service/Agency regulation,
agreement or guide after approval by OSD.

Policy Subject

Cost Analysis Improvement
Group

Cost/Schedule Control Systems

Design to Cost

Data, Acquisition of

The DCP and the DSARC Process

DSARC Charter

Industrial Preparedness
Production Planning
Procedures

Industrial Preparedness
Planning Manual

Logistic Support

Management Careers, Systems
Acquisition

Management Systems Control

Manufacturing Technology

Priorities and Allocations

Quality Assurance

Standardization

Test and Evaluation

Value Engineering

Proposal Evaluation and Source
Selection

Cognizant

Office

ASD (PA&E)
AsSD(C)
DDR&E

ASD(I&L)

DDR&E
DDR&E

ASD(I&L)

ASD(I&L)
ASD(Is&L)
ASD (PA&E)
ASD(C) .
ASD(I&L)
ASD(IsL)
ASD(I&L)
ASD(ISL)
DDR&E
ASD(I&L)

ASD(IsL)/
DDR&E

Document

DoD Directive
5000.4

DoD Instruction
7000.2

DoD Directive
5000.28

DoD Instruction
5010.12

DoD Instruction
5010.29

DoD Instruction
5000.2

DoD Directive
5000.26

DoD Instruction
4005.3

DoD 2005.3M

DoD Directive
4100.35

DoD Directive
5000.23

DoD Instruction
7000.6

Dol Instruction
4200.15

DoD Instruction
4400.1

DoD Directive
4155.1

DoD Directive
4120.3

DoD Directive
5000.3

DoD Instruction
5010.8

DoD Directive
4105.62




SUBJECT

JUL W16
March 13, 1970
APPENDIX D NUMBER 5129.1
ASD(A)

Department of Detense Directive

Director of Defense Research and Engineering

Reference: (a) DoD Directive 5129.1, subject as above,

February 10, 1959 (hereby canceled)

GENERAL

Pursuant to the authority vested in the Secretary of Defense
and the provisions of Title 10, USC, Section 135(b), the
Director of Defense Research and Engineering shall have
responsibiiities, functions and authorities as prescribed
herein,

RESPONSIBILITIES

The Director of Defense Research and Engineering is the
principal adviser and staff assistant to the Secretary of
Defense in the following furictional fields:

A-

B.

C.

Scientific and technical matters
Basic and applied research

Research, development, test and evaluation of weapons,
weapons systems and Deiense materiel

Design and engineering for suitability, producibility,
reliability, maintainability, and materials consezvation

Environmental services, which include the various
combinations of scientific, technical, and advirory
activities required to produce and supply information on
the past, present, and future stater of space, atmospheric,

SR - |
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oceanographic, and terrestrial environments for use in
military decision-making processes,

FUNCTIONS

Under the direction, authority and control of the Secretary of
Defense, the Director of Defense Research and Engineering
shall supervise all research and engineering activities in the
Department of Defense and shall perform the following
functious in his assigned fields of responsibility:

A,

lecommend policies and guidance governing Department
of Defense planning and program development.

Plan and recommend an optimum integrated program of
research and development to meet the requirements of
national niilitary objectives and initiate projects to fill
important gaps which may exist,

Review projects, programs and objectives of programs of
the military departments and of Department of Defense
research and development agencies,

Develop systems and standards for the administration and
management of approved plans and programs.

Evaluate the adminisfration and management of approved
policies, nrograms and projects.

Recommend the assignment or reagsignment ot research

and engineering responsibility for the development of new
weapons or weapons systems, giving due consideration to
the departmental functions set forth in DoD Directive 5100.1,
YFunctions of the Department of Defense and its Major
Components, '' dated December 31, 1958,

Direct and control {including their assignment or reassign-
ment) research and engineering activities that the Secretary
of Defense teems to require centralized management,

w2
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H. As approved by prorer authority, engage in or designate
appropriate research and development facilities to engage
in basic and applied research projects essential to the
responsibilities of the Department of Defense which
pertain to weapons systems and other military require-
ments: (1) by contract with private business entities,
educational or research institutions or other agencies
of government, (2) through one or more of the military
departments, or (3) by utilizing employees and consultants
of the Department of Defense,

St AR e

’ L. Recommend appropriate steps {including the transfer,
reassignment, abolition and consolidation of functions)
which will provide in the Department of Defense for
more effective, efficient and economical administration
and operation, will eliminate unnecessary duplication,
or will coantribute to improved military preparedness.

J. Recommend to the Secretary of Defense appropriate
funding for research, development, test and evaluation,
including allocations from the Emergency Fund, Department
of Defense.

K. Keep the Department of Defense informed on significant
trends in scientific research relating to national security
and recommend measures to assure continuing progress.

L. Exercise administrative direction of the Weapons Systems
Evaluation Group and assure its responsiveness to the
needs of the Joint Chiefs of Staff and the Office of the
Secretary of Defense for operations analysis.

M. .In coordination with the Assistant Secretary of Defense
(International Security Aiffairs), engage in programs for
assistance to friendly countries in military research and
development and in the interchange of related scientific
and technical information,

N. Coordinate and develop the DoD position for interagency
and international affairs concerning environmental gervices.
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2, Provide for DoD representation on interagency, inter-
nai. .nal, and military treaty organization in environmental
services cummittees treaiing assigned programs, to
ens=re that proper consideration be given to DoD interests.

S Aci {97 the Secretary of Defense with regards to the assign-
1wt of environmental services programs to satisfy
emceryercy requirements of the unified and specified
corn.mands.

C. Review plans ¢ the military departments to insure adequate
agsigned envirvonruental services capabilities to support
operational requirements and recommend to the Secretary
of Defense activn as necessary o eliminate unwarranted

duplication.
R. Such cther duties as the Secretary of Defense assigns.
RELATIONSHIPS
A In the performance of his functions, the Director of Defense

Reszcarch and Engineering shall:

1, Coordinate actions, as appropriate, with the military
departments and other Department of Defense agencies
having collateral or related functions in the field of his
assigned responsibility,

2, Maintain active liaison for the exchange of information
and advic= with the military departments and other
Department of Defense agencies.

3. Consult with the Joint Chiefs cf Staff on the interaction
of research and development and strategy.

4. Seek formal statements of military operational require-
ments from the military departments or the Joint Chiefs
of Staff, as zppropriate, for research and development
projects and equipment areas and for environmental
services programs which appear to require such statements.




5i29.1
Mar 13, 70

5. Maiatain or arrange for the maintenance of active
liaison with appropriate research and development
and environmental services agencies cutside the
Depariment of Defense, including private business
entities, educational or regearch institutions or
other agencies of government.

6. Make full use of established facilities in the Office
of the Secretary of Defense, military departments
and other Department of Defense agencies rather than
unnecessarily duplicating such facilities.

B. The Secretaries of the military departments, their civilian
assistants, and the military personnel in such departments
shall fully cooperate with the Director of Defenae Research
and Engineering and his staff in a continuous effort to achieve
efficient administration of research and engineering activities
in the Department of Defense.

V. AUTHORITIES

A, The Director of Defense Research and Engineering, in the
course of exercising full staff functions in his assigned
fields, including those enumerated in Section Il above, is
hereby specifically delegated authority to:

1. Issue instructions and one-time directive-type memo-
randa, in writing, appropriate to carrying out policies
approved by the Secretary of Defense for his assigned
fields of responsibilities in accordance with DoD
Directive 5025.1, subject: DoD Directives System,
March 7, 1961. Such instructions and memoranda to
the military departments will be issued through the
Secretaries of those departments or their designees.

Z. Approve, modify or disapprove programs and projects
of the military departments and other Department of
Defense agencies in his assigned fields to eliminate
unpromising or unnecessarily duplicative programs,
and initiate or support promising ones for research
and development and environmental services.
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3. Obtain such reports and information and assistance
from the military departiments and other Department
of Defense agencies as may be necessary to the
performance of his assigned functions,

B. Other authorities specifically delegated by the Secretary
of Defense to the Director of Defense Research and
Engineering in other directives will be referenced in an
inclosure to this directive.

Yi. EFFECTIVE DATE

This directive is effective immediately.

Deputy Secretary of Defense

Enclosure - 1
Del/Auth

d

l
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References to Other Authorities Specifically Delegated by the

Secretary of Defenseto the Director of Defense Research and

Engineering in Other Directives

1. Authority to act for the Secretary of Defense in matters

pursuant to Executive Order 9913 pertaining to the termination of

OSRD as contained in DoD Directive 5129, 36, dated 9 August 1954.
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APPENDIX E

~ DDR&E
Department of Defense Instruction

SUBJECT The Decision Coordirating Paper [DCP) a2nd the Defense

Systems A cquisition Review Council (DSARC)

Reference: (a) DoD Directive 5000.1, "Acquisition of Major Defense

1.

111.

Systems," July 13, 1971

(b) DoD Directive 5000.26,"Defense Systems Acquisition
Review Council (DSARC), " January 21, 1975

(c) DoD Directive 5000.3, "Test and Evaluation,” January 19,
1973

(d) DoD Directive 5000.4, "0SD Cost Analysis Improvement
Group," June 13, 1973

{e) DoD Instruction 7045.7, "The Planning Prcgramming and
Budgeting System,” October 29,1969

(f) DoD Directive 7250.5, "Reprogramming of Appropriated
Funds," January 14, 1975

(g) DoD Directive 6050.1, "Environmentai Considerations in
DoD Actions," March 19, 1974

{h) DoD Instruction 7000.3, ''Selected Acquisition Reports
(SAR)," September 13, 1971

(1) DoD 7110-1-M, "DoD Budget Guidance Manual," July 1, 1971

authorized by DoD Instruction 7110-.1, August 23, 71968

PURPOSE

This Instruction establishes policy and instruction guidelines
governing the use of the Decision Coordimating Paper {DCP), formerly
referred to as the Development Concept Paper, and the Defense Systems
Acquisition Review Council (DSARC) in the decision-making process at
the Secretary or Deputy Secretary of Defense level on major defense
system acquisition programs.

APPLICABILITY AND SCOPE

The provisions of this Instruction apply to the Nffice of the
Secretary of Defense, the Military Departments, the Organization of
the Joint Chiefs of Staff, and the Defense Agencies (hereinafter
referred to collectively as “DoD Components”) and encompass major
defense system acquisition policies and programs (DoD Directive
5000.1, reference {(a)).

GENERAL

The DCP/DSARC process involves decision-making at the Secretary nf
Defense level on major defense system acquisition programs and re-
lated policies. The DCP documents the current or proposed program
and serves as the basis for DSARC raviews. The DSARC, as an
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V.

advisory body, makes recommendations to the Secretary of Defense
which are considered in the Torrulation of his decisions. The
success of the DCP/USARC process is vitally dependent upon a clear
recognition of the individuaiity of each nmajor defense system
program and the sensible applicatior of the policies of Dol
Directive 5000.1 (reference (a)) and those of this Instruction.

POLICY

A. The DCP and the DSARC shall be used in support of the Secretary
of Defense decis‘on-making process in accordance with DoD
Directive 5000.1 (reference {a)).

1.

The Defense System Acquisition Review Council (DSARC)

a.

The DSARC serves as an advisory body to the Secretary
of Defense on major defense system acquisition programs
and related policies. The DSARC provides information
and recommendations to the Secretary of Defense when
decisions are necessary on system acquisitions, and
related policies.

The mission, composition and operation of the 2JSARC
and the responsibilities of its members and support-
ing organizations arve set forth in its charter (DaD
Directive 5000.26, reference (b)).

Decigion Coordinatina Paper (OCP)

The purpose of the DCP is to support the DSARC review
and the Secretary of Defense decision-making proncess
throughout the acquisition phase of the system progran,
It is the principal document for recording: (1) the
essential information on a program; e.g., need/threat,
concept, milestones, thresholds, issues and risks,
alternatives, management plan, supporting rationale

for the decisions, and affordability in terms of
projected budget and phasing of out-year funding; and
(2) the Secretary cof Defense decisions.

A Secretary of Defense decision is consummated when he
signs the DCP, or issues a memorandum, authorizing

the DoD Comporent to proceed with the program
described in the DCP or directing another course of
action. The Secretary o Defense decision set forth in
the DCP establishes the 1imits of authority delegated
to the cognizant Dol Component in the conduct of the
program.

The OCP shall not be considered a vehicle for force-
level decisions, even though it may contain
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force-level information. VWhen such informmation is present
in the OCP, the information shall be consistent with cur-
rent force-level documents (e.g., the Five Year Defense
Program (FYDP)), or specific differences noted.

d. Programs which represent major modificatiens to existing
deployed systems will be treated as separate programs and
accommodated by the DCP in the same manner as major system
programs.

e. The guidelines governing the objectives of DCPs and the
responsibilities associated with their preparation, coordi-
nation and review are set forth in enclosure 1.

§. Scheduled Program Decision Points

1. Approval (or disapproval) to conduct a phase of a major defense
system program will be given by the Secretary of Defense. The
decision points shall be scheduled to meet the peculiar needs
of each program, [ach decisicn point shall be supported by a

E "for coordination” draft of ¢ JCP and a recommendation by the
3 DSARC. The number, timine, and nature of the decision points
! shall be estaplished by the “tilitary Services and the Office

of the Secretary of Defense (0SD) jointly and, though not the
same for all programs, they wil! normally include:

a. The Program Initiation Jecision Point. At this decision
point Secretary of Defense considers anproval (or dis-
approval) to cormit resources for advanced development
during the Validation Mhase of a major defense system that
is projected for inclusion in the force structure. Early

: scheduling of the program initiation decision point is
; essential to timely Secretary of Defense review., Primary
concerns at this decision point are:

(1) The identified need has heen substantiated,

5~ (2) The proposed range of system major performance para-
. meters matches the need;

A {3) In the plan for evaluating system alternatives, con-
- sideration has been given to all approaches that

] appear to be technologically feasible, operationally
| practicable and economically affordable (i.e.,

. includes modifying existing defense systems, using

: system (or varianis) under development by other DoD
components, developing a new system, or employing a
foreign developed system);

{4) Preliminary costs (DoD Directive 5000.4, reference
b {d}) and schedule estimates aru realistic and accept-
; able,




(5) Plans and schedules for test and evaluation reguired before
start of full-scale engineerinag development a-e adeguate (DoD
Directive 5001.3, reference (c));

(6) The relative estimates of costs to maintain and operate %he
various alternative systems have been addressed and evaluated;
and,

(7) The acquisition strategy is consistent with proaram character-
istics, including risk and allowable costs, fiscal year
phasing and constraints resulting from proje +~d total budgat.

In general, the program initiation decision peint should orcur be-
fore any major obligation of development funds on the program and
before any feasible proaram alternatives have been foraclosed.

The Full-Scale Engineering Development Decision Point. At this
decision point, the Secretary of Defense considers approval (or
disapprovel) to commit resources to the full-scale enqineerina
development or to the detailed desian of a major defense system.
Primary concerns at this decision point are:

{1) Reaffirming the operational need for the system in the light
of its estimated acquisition and operating cost and projected
budgetary constraints,

(2) The adequacy of the evaluation of alternative approaches;

(3) The readiness of the system to enter full-scale engineering
development;

{8) The adequacy of the test and evaluation approach and test
results to date (DoD Directive 5000.3, reference (c)), and
availatility of an integrated test and evaluation plan;

(5) Assurance that cost estimates are both realistic and accept-
able within foreseen budgetary constraints (Dol Directive
5000.4, reference {(d)) and schedule estimates remain real-
istic and acceptable, and,

(6) The acquisition strateqy and contractual plan are consistent
with program characteristics, and risks.

The Production/Deployment Decision Point. At this decision point,
Secretary of Defense considers approval for disapproval) to commit
substantial resources to the production of a major defense system,
Primary concerns at this decision point are;

(1) Reaffirming the operational need for the system in the 1ight
of its estimated acquisition and operating cost and projected
budgetary constraints;




(2Y Ensuring the propesed quantity is consisten with the
operatinnal needs :ad the available arciected
resources,

3: Tre recdiness of the syster to enter the production
rrocess, as demonstrated by the resuits of tests con-
Jucte? in accordarce with the policy - " Diractive
30003 ‘reference (c);

(4% The readiness of the procuction process to tuild the
systen,

{5) Assurance that tae systor Zan be acautred, maintained
and operated At ressonah's onst,

(5% Assurance that ¢ost estimates are both realistic and
accepranle vitsin foruseen hydnetary ¢onstraints (Dol
3.4

Nirective 57004, referancn (1)), art,

‘7Y Teassuring that the acauisition stratocy and contrac-
w2t olan are econoricaliy efficient and consistent
with .roaram characteristics, and risk.

d. Additiomal Zecisipn Points In addition to the three major
decision poir-s, the proara~ situation may reauire
additional d:cision points ‘e.n., release af funds for long
lead material or effurt, pilot wrpduction, a“4itional
systems for test and evalua.ion, s cecessive oroduction lot
procurements),

e. Shig Prograns. Ffor ship proarars the Pros-an Initiation
gcision Poirt ediates to start of Prelirinary Nesiqn and
the Full-Scale Irain_erinn Navelcprent T=cision Point
equates to the start ¢f Contrart Jesian.  ‘hile the Pro-
duction/Jeployment Jecisic~ Point relates to the start of
Jetailed Nesign {for the €irst arocurerent-funded ship),
the decision point authorizing ‘ollow-ship precurerent
will gccur lYater after satisfactory nroaress of test and
evaluation related %o the shin <lass ["oD Nirective
3000.3, reference {c}).

Jnscheduled Progran Decisions. fvents both intemal and external

to tne program (such as a congressiona! fund action, Secretary of
Defense decision on a Program/Sudaet Decision, or a chanage in threat
or national strateqgy), unforeseen technical difficulty or other
circumstances--wiich preclude achieverient of a prograr objective or
otherwise causes a breach, or a likely breach, of established cost,
performance, or schedule OCP thresholds--may reauire a DSARC review
in addition to those normally scheduled. Such reviews would lead

to unscheduled oroaram decisions. (See subsection I11.9,

enclosure 1.)

Relationships

1. The DCP/DSARC Process and tha Planning, Proararming and
Rudgeting System [PPELY

a. Major program decisions are to be made in context with both
the PPRS %see Dol Tnstruction 77457, refererce {(e)) and
the DCP/DSARC process.

b. In the PPBS, the Secretary of Defense decision-making on
individual defense system proarams 1s keyed to the prublem




of balancing all programs within the established DoD
fiscal limits. The program covered by a JCP must fit
into this affordability framewort,

¢. The DCP/2SANC process complements the PPRS by addres-
sing issues related to the proaress of individual
defense systes oroarans and ensures adequate Secretary
of “efense reviews related mainly to the individual
proaran mitastones, rather than to the PP"S schedule.

d. Secretary of Defense decisions made throush the NCP/
DSARC process rust he reflected in the FYOP, This
shall be accomplisned either ‘1) durirg the Program

Jhiective “eriorardum {2V Issue raper/Progran Jecision

Hlemorandus (P3MY process, or {2) during the Proqran/
“udaoet Decision (PoD)Y nrocess, cepencinag on when the
DCP/DOSAPC -related decision 15 made.

e. In cases where a P0M or budget submittal to 15D
deviates siqnificantly from a previously approved
2CP/OSARC-related decision, this fact and the cost,
schedule and performance impact on the proaran shall
be noted in the P79 or budoet submittal and explained.

f. ihen an 1S2-generated PPCS document, such as tka2
Issue Paper or PRN, offers an alternative to the DCP/
JSARC-related decision, the document shall be sub-
mitted to the cognizant OSARC chairman and other
interested DSARC principals, or their desionees, for
coordination or coment and recormendation, as
appropriate. Fach DCP affected by zn approved
decision document shall be updated or amended within
30 working days to reflect that change and to refer-
ence the appropriate decisicn document.

The DCP/ISARC Process and the Program “emorandum {(P'1). The

PP is essentially the same as the JCP but is used for pro-

grams whirh though importar ¢ may not fully meet the criteria

of DoD Directive 5200.1 (re‘erence {a)) as a major proaram
warranting a DCP. The use of a PM to support program re-
views and decision making shall be the same as the DCP

except that (a) signature for approval shall be that of the

appropriate Chairman of DSARC or at his discretion for-
warded to the Secretary of Defense for signature, (b) the
use of the DSARC to review the proqram shall >e at the
discretion of the DSARC Chaivman, and (c)coordinaticn on
a PM may require that of the DSARC Chairman, liead of the
DoD Component concemed, and only others havina direct
interest.
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Specific progran circumstances may dictate the nced for Do)
i . K - -
Components to “eviate fro: the procedotes outlined herein, i'hen

3 appropriate, the !ead of the comnizant 1o Component -ay reauest
3 a uziver to nartizular roquirecents of this docrront From tha
K appropriate 19700 Chairaan, indicatirng the c¢ircu-stances that
k" juatify such aiver.
- VIO CFFECTIVD BATE A0 TPLDTITATING
b This 'ﬁs ryction is effective irreliately. The D07 Components
3 whicn fave auhwﬂr“' nnd responsibili*ies un-er 200 Directive
4 £on3.) fraferance [a)) shall transnit this Instruction to all
4 argenizations and per sonnel involves in najor defanse systen
3 achuisition pragrans.  Cle dmplenenting policy loctents are
necessary.
71- dalconr 0, Zurrie
3 Jircctor Defance Nesearch
5 and Dnnineerinn
> cnciosure - 1
E The Decision Coordinating Paper (DCF)
"3 ' - e -
; OTHER DSARC MEDERS APPRWING THIS 10STRUCTIONN:

%; /{ﬂd&-~£<f’4))q ZZG::;ES:
3 Terence £. ‘cClary

ASD{Comptrulier)

Arthur T. endolia
ASD{IaL)

i el
TWbert C Pa11
ASS(1)

Leon
D{PARE)

k‘-‘K\\.)“'\\l(*) (:
Tiomas C. Peed
DYACCS
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THE DECISION COORRINATING PAPER (DCP)*
{Guidelines For Preparation And Processing)

GENERAL

A,

The DCP is a summary document of not rore than 20 standard
pages that provides managerent with the essential infomation
on a major defense system program (Dol Directive 5000.1,
reference (a)). There will be a DCP for each major defense
system proaram. The TGP will also be used to accommodate pro-
grams which represent major modifications to existing deployed
systems,

The form and content of each DCP issued shall focus on the
particular phase of the program it is intended to support,
related issues, and the specific decisicn it seeks.

The "initial" draft DCF dis a 'lilitarv Service prepared draft
which after preliminary review within the 0SD becomes a "for
coment" draft, This "far comment" draft is forwarded to all
interested groups for review and comments. When revised to
reflect these comments it becomes the "for coordination”
draft which is used (1) as the basis for DSARC review, (2)

for final coordination, and (3) signature by the DSARC
Principals; the Deputy DDRAE (T&E); and other appropriate sig-
natories; and the Secretary of Defense {see subsection III.A).
The "for coordination” draft will be modified, if necessarv to
reflect the Secretary of Defense decision prior to signature.

During the DCP coordination, key issues and the substance of
disagreements shall be clearly defined. ‘'hile the coordina-
tion process will resolve many major issues, it may not be
possible to resolve all issues. However, it is required
that the unresalved issues be clearly identified in the DCP.
Conflicting viewpoints shall be documented, supported and
highlighted in the DCP.

Each DCP will identify any approved Area Coordinating Paper
(ACP), or Mission Concept Paper (MCP) encompassing the specific
mission area to which it relates.

Each DCP shall contain a Resource Annex. For each program
altemative in the DCP, this annex shall specify Cost Data,
Production Data, and Inventory/Objectives Data using the same
format as that employed in the submission of Congressional
Data Sheets, as described in the Budget Guidance manual, DoD
7110-1-1 (reference (i)). The Annex will indicate, for each

*Formerly referred to as "Development Concept Paper.”
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program alternative, the required changes to previously allo-
cated DoD Component resources and any changes to previous
estimates for the progran.

The DCP will remain in existence throughout the complete
acquisition phase of a program. The OCP shall be reviewed
annually and updatzd as appropriate (see subsection III.E.).

Cost escalatich shall be handled in the DCP in the same manner
as in the Selected Acgquisitinn Report (SAR), prescribed by
DoD Instruction 700G.3 (reference (h)).

OBJECTIVES

The basic objectives of each DCP, regardless of which
Secretary of Defense decision it supports. are to:

1. Ensure collaboration and essential debate by DSARC
Principals, and other key officials as appropriate, before
Secretary of Defense decisions.

2. Relate the phasing of the development and acquisition
program to force medernizaticn needs in the appropriate
mission area, utilizing information on projected budgetary
constraints when possible.

3. Identify major issues or differences of opinion that
bear on the immediate Secretary of Defense decision.

4, Identify and evaluate feasible program altermmatives
based on their acquisition and ownership costs and pro-
jected performance against the established need. Evalu-
ations shall include consideration of new development,
improving existing systems, and “oreign developments.

5. Show how the program relates to similar prcgrams in other
Military Services and ensure no unnecessary duglication.

6. Identify, and present a plan for the resolution of those
issues and risks that are anticipated during the next
program phase,

7. Establish the plan, including test and evaluation effort,
for the next program phase (DoD Directive 5000.3,
reference {(c)). Develop a fall-back plan for an alter-
native program if objectives are not achieved.

8. Define considerations of interoperability with other
force elements. This shall include a statement of ‘he
plan to address such factors as electromagnetic compati-
bility and identification needs when applicable,

2
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9. Summarize the technical readiness of subsystems and the degree
of standardization includina test and support equipment.

] 19, Establish cost, performance and schedule thresholds for the

' total program and the next proaram phase, includina funding
limits for maintaining altematives. Address the estimated
probability of producing and supportina the adequate number of
systems within realistic resource and time limitations.

11. Describe management responsibility, structure and planned
management systems,

12. <Zstablish objectives and limits of authority that are delegated
to the cognizant DoD Component{s) for conducting the next phase
of the program,

13. Assure that the acquisition strategy and related contract
plan are consistent with program characteristics, including
risk. Assure that economic and technicai competition to the
maximum extent feasible is planned.

14. Identify the ervironmeantal considerations as required by DoD
Directive 6050.1 (reference (n)).

15. ldentify impact of the proposed system program on the utili-
zation or expansion of NoD facilities.

16. Ensuce consideration of such intemational aspects as buying
foreign systems, jnint development programs, and sales to
allied countries.

17. ldentify the elements of the program that reauire protection
by security classification.

18. Identify any documents(s) that develop the analytical rationale
for force-level projections or goals.

B. MNormally, the DCP I, which supports the decision by the Secretary ;
of Defense to enter the Program Validation Phase, will accommodate ,
the basic objectives zhove and place added emphasis on the follow- §
ing areas: ’

1. ldentify threat factors as analyzed in appropriate documents.
2. Describe and substantiate the operational need. i

3. Iden:cify broad performance objectives;: substantiate that these 1
performance objectives meet the operational need. -

4. Identify the critical questions and areas of risk to be resolved
by test and evaluation and provide a sumary statement of test
objactives, schedules, and milestones.

3
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5. ldentify oreliminary cost and schedule estimates, and identify
design-to-cost goals or indicate when these will be established.

6. ldentify critical logistics support factors that must be con-
sidered during the acnuisition.

7. ldertify issues which must be resolved prior to DSARC IT and
ensure that the proaram is adeguate to resoclve them.

C. ‘lormally, JCP II, which supperts the decision by the Secretary of
Jefense to enter the Full-Scale Ingineerinag Development Phase, will
accormodate the hasic objectives above and place added emphasis on
the following areas:

1. Confirm the operational need, considering chanages in policy or
threat since the initial Secretary of Defense decisicn.

2. Establish and substantiate the specific performance ohjectives
including the reliability an maintainability requirements.

3. Present results of test and svaluation accomnliched to late, an
updated staterent of critical guestions and areas cf risk still
needing -esolution by test, and a detailed staterent of test
2lans and milestones {77 Directive 5700.3, reference (¢)).

4. Dresent results of cost, performance, and schedule trade-off
analyses, and cost effectiveness studies as reauired.

3. Present the design-to-cost ncals and rationale.

6. ldentify and evaluate the logistic support altematives in-
¢luling their impact on design.

7. ldentify issues which must be resolved prior to DSARC III and
ensure that the program is adequate *0 resolve them,

J. ‘Yormally, 9CP I1I, which supports the decision by the Secretary of
Jefense to enter the Production/Jeployment Phase will accommodate
tha basic objectives above and place added emphasis on the
following areas:

1. Confirm the operationa’ need, considering changes in policy or
threat since the previous Secretary of Defense decision.

(g8 ]
.

fvaluate the degree of achievement of performance cbjectives
; including reliability and maintainability.

3. Provide an assessment of system productbility, operational
suitability, and logistic supportability.
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4, Present f{a) an assessrent of the development and opera-
tional test and evaluation vcsults and the readiness of
the systen to enter production, and [b) the scope and
schedule for any test and evaluation still to be accom-
plished. (DcD Directive 50N2.3, reference fc).)

5. Present results of cost, performance, and schedule
trade-off analyses and cost effectiveness analyses as
required. [These analvses shall relate to acquisition,
gperatinag and support costs..

€. DJescribe the procurement plan, including any options and
how it relates to the nroposed contract.

7. Validate that techrical! risks nave heecn eliminated or
are in hand.

(4]

Present the integrated logistic support plan and produc-
tion plan.

m

torally, for ship proarars, J3CP I, 1T and 111 will bhe
developed when preparing to stari Preliminary Jesian,
Contract Design and Detailed Design {for t=e first procure-
ment-funded¢ ship) respectively. The JCP I1i will be up-
dated for the follow-ship orocurerent DSARC review.

T11. RESPONSIBILITIES

AL Preparation-and coordination of the DCP shal!l be accomplished
as follows:

1. The ‘ead of the Dol Component concermed shall be respon-
sible for the conpleteness and adequacy cf the DCP,

2. The cognizant DoD Companent shall prepare the "injtial
draft" of each DCP, based upon an NSD-approved outline,
and forward it to the responsitle DSARC Chairman's staff
office (ODDR&E, NASD(IAL), DASD(I) or ODTACCS) for review
and conrdination with all interested 78D offices.

3. The responsible IS0 staff shall prepare and distribute
an acceptable "for coment” draft to the intesrested
offices, including that of the cognizant DoD Component,
who will return their comments within 15 working days.

4, Upon receipt, the DSARC Chairman's staff office will
accormodate the comments in a "for coordination” draft,
which must be available for review by the NSARC princi-
pals and the Head of the cognizant DoD Component at
least 10 werking days prior to the DSARC review.
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Although the sianatories on a OCP may vary from proaram to
program, tre coordination shall always include the OSARC
crincipals, the Chaiman of the Joint Chiefs of <taff, or his
designee; the Deputy ODDRAE (Test and fvaluation); and the
Head of the coanizant Dof Component.

(&g ]

6. Final DCP coordination shall be accomlished on the "for coord-
ination” draft. Signature by the Secretary of Defense shall
consumrate the decision and approve the OCP.

s bl g s oy i itshy S Mok
4

0. The offices mentioned in subsection II1..\. are responsible for
providing an aporcoriate representation ¢f tha concerns of their
functiona’ area t¢ thae DSARC Chairman's staff office responsible
far the JCP coordinaticn., The 05D staff office responsible for the
3P will ensure that particinants' corments are considered and
dacision altarnatives and unresol ved issues are clearly represented
in the DCT.

.

o3

3 Respongibitity faor distributing the IC" foliowing a Secretary of
E Jefensa decision, or for revising the 3CP tc reflect the Secretary
E of Defense decicicon set forth in 3 Aecision memorandum, rests with
the aporopriate TSARC Chairman's staff office. Tiwse actions shall
be comnleted within 30 workina days after a Seccretary of Defense
decision is made.

J. Responsibility for notifying the Secretary of Defense and tne DSARC
Chairman wihen a program threshold established in the JCP has been
breached, or is forecast to be breacied. vests with the Head of
the courizant Dol Zomponent,

“esponsibi ity for annual review of ecach OCP rests with the lead of
the coonizant Dol Component. This review will normally bhe held
after the .January FYDP updatina.

1. The Corponent liead shall forward the results of the review and
any proposed revision to the appropriate 2SARC chairman for
coordiration with the DSAPC Principals and the Jeputy DDPAE
(T2£), and other appropriate signatories (see subection I11.A.)
The JCP revision shall be completed within 90 days, when
necessary, in the simplest and most expeditious manner (by
Cover Sheet, if feasible).

2. In particular, the resource annex to the DCP shall be reviewed
and revised as necessary to assure consistency with the
previous year's actual funding, current year's anticipated
funding, budaet year funding per the President’'s budget, and
out-year funding per the FYOP. If only the resource annex to
the OCP is being changed, the revised resource annex may be
attached to the DCP Cover Sheet indicating that no other change
%S made *o the DCP.
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3. Even when no changes are deemed necessary following the annual
review, a Cover Sheet shall be appended to the DCP, indicating
the review has been accomplished; this Cover Sheet shall he
distributed to the DSARC principals and others as appropriate.

Responsibility for obtaining reprograrmming approval, following a
Secretary of Defense decision, rests with the tead of the cogni-
zant Dol Component (DoD Directive 7250.5, reference (f)).
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APPENDIX F NUMBER 5000. 2+,

DDP&E

Department of Detense Directive

SUBJECT Difense Systems Acauisition Review Council {DSARC)

Neferences: (a) DoD Directive 5000.1, "Acquisitton of "ajor

k= Defense Systems, ' July 13, 1971

: (b) DoD Instruction 5000.2, "The Decision
Coordinating Paper (DCP) and the Defense
Systems Acquisition Review Council
(DSARC)," January 21, 1075

{c) DoD Directive 5000.3, "Test and Evaluation,"

[ January 19, 1973

! (d) Dol Directive 5000.4, "MSD Cost Analysis

* Improvement Group," June 13, 1973

{e) Deputy Secretary of Defense "wltiaddressee
Hemorandum "Establishment of Defense
Systems Acquisition Review Council,™
May 30, 1969 (hereby cancelled)

I. PURPOSE

This Directive provides a permanent charter for the
Defense Systems Acquisition Review Council (NSARC)
originally established in reference (e).

II. CANCELLATION

Reference (e) is hereby superseded and cancelled.

T1I. APPLICABILITY

The provisions of this Directive apply to the Office
Secretary of Defense, the Military Departments, the
Organization of the Joint Chiefs of Staff, and

Defense Agencies (herein after referred to collectively
as "Dod Components”) having responsibilities related to
the acquisition of major defense systems.




IV.  FUNCTION

A. The function of the DSARC is to serve as an advisory body to
the Secretary of Defense on the acauisition of major defense
system proarams and related policies, and to provide him with
supporting information and recormendations when decisions
are necessary.

B. The DSARC will serve to complement the Decision Coordinating
Paper (DCP}, formerly known as the Development Concept Paper,
which continues as a formal DoY) management and decision-
making system for the acquisition of major systems (DoD
Directive 5000.1 and DoD Instruction 5000.2, references
{a) and (b)).

C. Reviews by the DSARC are intended to provide oper discussion
of issues and alternatives by Dol cfficials, based upon the
most complete information available, to ensure that the
advice given to the Secretary of Defense is as complete and
as objective as possible.

V. COMPDSITION

A, The DSARC principals shall be the Director of Defense
Research and Engineering, Assistant Secretary of Defense
(Installations and Logistics), Assistant Secretary of Defense
(Comptroller), Assistant Secretary of Defense (Program
Analysis and Evaluation} and, for programs within their areas
of responsibility, the Assistant Secretary of Defense
(Intelligence) and Director Telecomunications and Command
and Control Systems. Other Assistant Secretaries of NDefense
having interest in spacific proqgrams {(e.q., Assistant
Secretary of Defense (International Security Affairs),
Assistant Secretary of Defense (Public Affairs), Assistant
Secretary of Defense (Manpower and Reserve Affairs), or
the General Counsel may be invited to serve as principals,
when appropriate.

B. The Deputy Director of Defense Research and Engineering
(Test and Evaluation) will participate in the DSARC reviews
and process; he will report to the DSARC and to the Secretary
of Defense his evaluation of the program test nlans and test
results (DoD Directive 5000.3, reference (c)) as to their
adequacy to support the decision under consideration.

(4]

The Chairman of the Cost Analysis Improvement Group (CAIG

will serve as an advisor to the DSARC reporting the CAIG
evaluation of the Military Service cost estimates of the
program (Dol Directive 5000.4, reference (d)) at each decision
point.
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The Head of the cognizant D00 Component and the Chairman of
the Joint Chiefs of Staff, or their representatives, will
participate in the DSARC reviews. The JCS representative
will serve as an advisor to the DSARC and provide to the
JSARC a statement of the SCS position relating to the system
program,

Jther key officials may be invited to participate in the
meetings, or to serve as advisors, by the DSARC Chairman on
a case-by-case basis.

An Executiv Secretary shall be appointed by the Chairman.
The DSARC shall be chaired by:

1. The DDR&E for the program initiation and full-scale
engineering development decisions and for all special
reviews when system development is the primary issue.

2. The ASD(I&L) for production decisions and for all special
reviews when system production, procurement, maintenance
or logistic support is the primary issue,

3. The ASD(I) or the DTACCS will serve as co-chairman with
ODR&E cor ASD{I&L), as appropriate, for programs of their
primary responsibility.

VI. OPERATION

A,

Reviews may be requested by any of the DSARC Principals or
by the Head of the coqnizant DoD Component. The DSARC Chair-
man will provide official notice of all meetings.

An informal pre-DSARC staff planning neeting may be initiated

and chaired by the DSARC Chairman's cognizant staff assistant.

This meeting will be attended by the appronriate staff
members from the offices of the DSARC principals and the
Deputy DDRRE(T&E), the CAIG rhairman, representative(s) from
the cognizant DoD Component, and the DSARC Executive
Secretary. The meeting should be held approximately 60
working days prior to the scheduled DSARC meetinag depending
on the complexity of the issues to be discussed at the DSARC
review. The purpose of the meeting shall be to discuss {1)
the specific issues and alternatives to be treated at the
DSARC review; (2) the information that will be made available
to support the DSARC deliberations; (3) the readiness of the
program for DSARC review; and (4) the schedule of NSARC
related events leading to the DSARC review.

f scheduled DSARC review shall precede the recommendation by

the DSARC Principals to the Secretary of Defense to proceed
with the Program Initiation (Validation Phase), the

3
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Full-s-ale Fngineering Development Phase and the Production/Deploy-

ment “hase of a major Defense system program, The following are g
guidelines for the conduct of these DSARC reviews, H
1. The DSARC I Review {Program Initiation) ?'
Lne C Ve £ ation! p

a, At the DSARC [ review leading to the program initiation deci- !
sion, the following will he determined: .

(1) A potential wuiilitary need exists for a new Defense system /

or an improved system.

(2} The military reguirements properly relate to the mission,
the threat, and force obsolescence,

(3) Alternative Defense systems that will satisfy the military
need including system modernizations and foreign devel -
opments have been considered along with anticipated re-
sources for resolving the need.

(4} Broad ml.ssion/performance requirements/specifications .
are adequately defined (technically) and are economically
plausible.

—_
N
—

Anticipated quantity, resource and schedule estimates
are realistic and acceptable ia context with affordability
limits. The appropriate acquisition (¢. g., planning esti-
mates) and ownership cost ¢stimates have been validated
by independent asscssment (DoD Directive 5000, 4,
reference (d)).

(6) Major problems, issues, and risks are identified and
suitable methods for their resolution. such as the use of
prototypes, are planned.

(7) The statements of guestions and issues and of test objec-
tives and schedules are adequate (DoD Directive 5000, 3,
reference (c)).

(8) Criticallogistic support factors and facilities impact have
been identified.

(9) Future support costs including a comparison with those of

current systems, have heen considered,

(10) The use of currently available subsystems versus devel -
opment of new subsystems, has been or will be considered.

(11 Economic and technical competition to the maximum
extent feasible 1s planned,

4
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{12} Program thresholds 11 the DCP are appropriate, well-
defined, and provide the fexihility for accomplishing

lation Phase).

tradecfis while ensuring timely wdentification of sitgnifi-
cant problems,
{13) PraJtical tradeorfs have been made betyv -en performance,
ris:r=~, ost and svhedule,
(14) Trie acouisition strategy including type « f vontract 1s cen-
aistent with pr ogram vharactermstics and risk.
(1=} Possible alternative fall -back position(s) are available
o the event the proposed approach to the program is
unsuccessiul,
(i) : a-vost coals, related reliability and maintain-
assuciated thresholds are established.
(17) Reguisaites for transition to full -scale engineering develup-
B ha.e been vstablished,
t1<1 The provra:mn plan for this phase s adequate.
D=ARC T res s are cenerally condusted te cons.der the read: -
Seas L0 Pruces ath the Program Initiztion !
Aqiditional DSARC I tyvpe revievw s may be reguired to consider
miajor vhanges 10 the needithreat, a ailable tecnnelogy or bude -
et recuirements that may taze place adnring the Validation Phase,
The DSARC II Review (Full-Scale Engineering Development)
a, Arnthe DSARC II review leading to the {ull-scale engineering de-

velopment decis

the following will be determined:

1} The Defrnse sostemn still satisfies the military need and th
recuirements properly relate to tixe mission, the threat,
and anticipated resourcss--consid: ring changes that have

gvvurred since the previons Sceoretary of Defense decision,

{2} Systenm tradeoifs have produced a pruper balarce between

cost, schedule and performance, including reliability and

naintainan:lity,

(3) Quantity, resource, and schedule estimates are realistic
and acceptable. Relative . ost estirnates of support and
operations have heern evaluated (v, oo, 10-vear cost), Cost
estunates for Loth acquisition and suppurt hdve been

validated by independent assessment (Dol Directive 5000, 4,
reference {diy,

(1) Major urcertainties and risxs have been reduced to accept-
able levels and effective miethods are identified to resolvye
residual uncertaintiecs and risks,

The propusced systern 1s cost-otiective «ompared with com-

prting alternative ways of satisfving the u.ilitary need,



3 (6) wvalil desian-to-cost qoals are estuhlisher.

: {7} Proarar ihreshnlds in the OCP are aporopriate and 'pl]
2 defined,

; (2} Tne approach for selection of major subsystens has been

k. ¢leariy identificd and the prograii has considered the use
<% currently available subsystenis versus new Jdevelaprent
“taciuding test an< support equiment).

cioprient anst operational test and evaluation al-
2a onducted has progressed satisfactorily, and the
uture test orograr proposed {¢.a., ohjectives, olans and
chedules) is sound (T¢Y Directive 5722.., refarence (c)).

Sa

f—

2% Ao dntecratod test and evaluation plan has been pranared
4 vhich jdentifies and integrates the ceffort and schedules
. 27T TLD to ke accormlished and ensares that all

necessary T4t is accorplisned prior to the dncisien noints

(11} 7Tre =rogran ananerent structure and olan arc sound.

¥ 3 DoT Zirective 57,3, voference (¢)).
e F:

= 2) axc oo practical use of corpetiticn has teen incorporatod
in i acguisition ¢

'1;.n
HETRA NN

(13) The acguisition strateay including contract typz is con-
sistent with proaran characteristics and risk,

(Y4) The proposed fall-tack position{c<!, i€ any, “as Seen
reassessaed and found suitahle,

{(15) Jequisites for the production/cenloy-ent ‘oecisi
cluding leaistics support, have hoeon cgtal’ished,

L. 2SARL IT revieus are aenerally coniucte? to consider ajor
cecisions for initiation of full-scale enninecerinn development.
Additional reviews may focus on procurcrent of additional
development models to continue testinn, or reorientation of the
development progran.

. 3. The DSARC 111 Review (Production/Seployment)
| a. At the DSARC III review leadino to the production/depnloyment
decision, the following shall %e deterrined:

(1) The defense systert st?11 satisfies a nilitary need and its
performance properly relates to the nission, the tareat,
planning and policy quidarce, -=id anticipated resources--
considering changes that have occurred since the previous
Secretary of Jefense decision.

2 6




(2)

(9)
(10)

(1)

(12)

(13)

Test results, based on development test and initial operational
test and evaluation (INT&E), are adequate to support a decision
to proceed with major production, and plans and schedules for
remaining testing are adequate as provided in DoD Directive
5000.3 (reference (c)).

Quantity, resource and schedule estimates are stii} realistic
and acceptable. Relative cost estimates of support and
operation have been evaluated (e.q., 10 year cost) where
relevant. The cost estimates for both acquisition and support
have been validated by independznt assessment {(DoD Directive
5000.4, reference (d)).

The defense system is cost-effective for both acquisition and
support compared with competina altermative ways of satisfying
the military need.

System tradeoffs have produced a proper balance between cost,
schedule and performance, including reliability and maintain-
ability.

Program thresholds in the OCP are well defined.
Production quantity requirements are valid.

Issues concerning production, logistic support, facilities and
maintenance are identified and plans for their resolution are
sound,

The program management structure and plan are sound.

A1l major problems have been revealed and solutions to
residual risks have been identified.

The acquisition strategy and contract plan are consistent with
program characteristics and risks and the approach to con-
tractor selection is sound. The proposed contract type and
options, if any, provide DoD flexibility for increasing or
decrasing the production rate and total quantity.

Requisites for future production decisions have been defined
and competition {e.q., second source and/or breakout) has been
considered.

The plan for transition to production and deployment is
adequate including integration with existing operational
systems.

DSARC III reviews are conducted, in general, to corsider production/
deployment decisions. Additional reviews may focus on such

TRy P R v .
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decisions as release of funds for lona lead items,
release of pilot or lirites production, a 1inited buy
or full production,

4. Ship Programs. ‘lormally, for ship proarars, the 29470 1 and 11
reviews will occur prier to start of Prel:--inars Desiaon and
Contract Nesian, respectively. V05830 177 review vill be con-
ducted prior to start of Detailed Jesian "for the first pro-
curement-funded ship). Upon satisfactory oroaress of the test
and evaluation related tn the ship class an additional DSARC 111
review will be conducted prior to aonproval to procure Follow-
Snips (Do) Directive 52717, referance (¢},

“oecial meetinns of the 29°0C nay be reauire! to aldress spocial
problems that arise in the acquisition of a lJe‘ense systen rparam
that may reguire a Secretary of Defense decision. These meetinnsg
may be requested by the 'ead of the coanizant Jo) Comnonent or by
one of the JSARC Princinals to review the issues to he resolved and
to prepare appropriate racormendations as to the cnurse of action
for consideration and anproval by the Scceretary of Jefonge,

1, ‘llnen there is a breach of P threshel-, or a threatenoi hreach,
the itlead 0f the 200 Iomiponent concerned §hall notify the DSANE
Chairman informally and follow this natification bv formal
meroranduri indicating the circumstances, the seriousness of the
breach and alternative courses of action onen to tha Secretary
of Defense. 7The DSARC Chairman will evaluate the situation to
determine whether or not the JSARC will meet to develop a set
of recormendations o the Secretary of Jefense, “‘here the
situation can be resolved easily, a 2SAAC review is not needed,
the DSARC Chairman shall prenare a mermorandum ta the Secretary
of Jefense, with a pronosed action me~orandum for Secretary of
Defense signature; he shall coordinate the position with the
JDSARC Princinals and the Jeonuty IDRAE (TSE), prior to siubmis-

sicn to Secretary of Jefense. (Sare procedure as subsection
VIT.E.)

2. The 2SARC may also meet to consider the adequacy of the current
system acquisition policies or the desirability cf new or
revised poiicies.

The Chairman of the 9SAPC may request an Executive Session of the
JSARC Principals to develop a set of recormendations that can be
forvarded to the Secretary of Jefense. The Chairman ray invite
other key narticipants in the DSARC review to attend this [xecutive

Session,

The followina prerequisites to DSARC reviews are required in the
tire frame indicated below or as far in advance as possible in the
case of a special meetinag of the DSABC,
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1. The "for coordination" draft DCP - 1N gays prior to the
‘ scheduled date of the DSARC review.

2. The Deputy DDR&E (TAE) report of the test proaram (DoD
Directive 5000.3, reference (c)) - 2 days prior to the
scheduled date of the DJSARC review.

3. The Chairman Cost Analysis Improvement Group (CAIN)
report on the evaluation of the “ilitary Service cost
estimates (Dod Directive 57714, reference (d)) - 5 days
prior to the scheduled date of the DSARC review.

RLSPDSIBILITIES

-

“he head of the coanizant Do) Component shall submit to the
staff of the appropriate DSARC Chairman an "initial draft”

or a new updated draft DCP in sufficient time, normally a 6"
Jay lead time, to ensure the availability of a "for coordi-
nation” Adraft DCP at least 17 workino days prior to the DSAPC
review,

he following are responsikle for assurina availahility of

th2 information specified in subsection VI.F. to the SARC

Principals durirg the 10 workine days prior to the scheduled

DSARC rmeetina, or as far in advance as possible for a special

JSARC review:

1. The staff of the DSARC Chairman - the "for coordination™
draft JCP.

2. Tne Jeputy DDRRE (T®E) - his test and evaiuation renort.

3. The Chairman Cost Analysis Improverent Groun (CAIR) -
the CAI5 evaluation of the Service cost estirmates,

The JSARL principals, after revicw of the "for coordination"
draft, nay subnit their corments on the issues %tz be
resolved at the meeting to tne Head of the coagnizant Dol
Corponent and to the DSARC Chairman.

The JSARC Dxecutive Secretary, anpointed by the JSARC
Chairman, shall be responsible for administration of the
OSARC. le shall schedule and announce each neetina, nrovide
the aaenda for all participants, ani record the proceedinas.
e shall collaborate with the appropriate DSARC Chairman's
staff office in the preparation and coordination of the
JSARC recommendations and action remoranda.
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VIII.

o

E. The DSARC Chairman will provide to the Secretary of Defense
within 15 working days followinz the DSARC review (1) a clear
and objective statement of all issues, and the recommendations
of the DSARC; and (2) a proposed action memorandum for the
Secretarv of Defense signature, reflecting the DSARC recommen-
dations. Such report will be drafted by the DSARC Chairman
and be coordinated with the other DSARC Principals and the
Deputy DDR&E (T&E); it shall include any dissenting views.

A copy of the draft repert will be provided to the Head of
the cognizant DoD Component for information and comment prior
t> forwarding to the Secretary of Defense.

vry

For each DSARC review the Deputy DDRLE (TaE) will prepare

a report to the Secretaryv of Defense giving his independent
asseysment of the results of the Test and Evaluation efforts,
and future testing planned (DoD Directive 5C00.3, reference
(c)). This independent assessment will be ferwarded to the
Secretary of Defense attached to the DSARC Chairman's report
to the Secretary of Defense -ient-ionecd in subsection E. above.

[°p]

The NSARC Chairman will assure that the Secretaryv of Defense
decision is promulgatcd in a revised approved DCP within 30
working davs after the Secretary of Defense decision is made.

WAIVERS

Specific program circumstances mav dictate the need for DoD
Compenents te deviate from the procedures outlined herein.

When 2ppropriate, the Head of the cognizant DoD Compeonent

will request waiver to particular requirements cf this document
from the appropriate DSARC Chairman, indicating the circum-
stances that justify such waiver.

ZFFECTIVE DATE AND IMPLEMENTATION

wrenimen

This Directive is effective inmmediately. The DoD Ccmponents
wnich have authority and responsibilities under DoD Directive
5000.1 (reference (a)) shall transmit this Directive to all

organizations and personnel involved in major defense system

acquisition programs. No lmplementxng policy docyments,are
necessary. Y\» Q ﬂ
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APPEXNDIX G NUMBER 5000, 3

Department of Defense Directive

SUBJECT Test and Evaluaticn
Xefs.: () of Major Lefense

-

cemorandum. 'Conduct of
valuation," February 11, 1971

—
oy
~

Cperstional Te
(hereby cancel
(z) rLepSecter multi-addressee memcrandum on the subject
cf the rcle cI in test snd evaluation as
related =c the Svster, April 21, 1971 (hereby
cancelled
(4) CepSecle’ multi-adére
Eval tion in the 3
r

r the conduct of test
trents and Defense Agencies

This Tirective estatl
and evaluﬁtlon ty uhe
(hereinaiter referrez
in the acguisitica cf

az "Iol Tomponents')
s (S=-3icns I through
oo

?I). In additicn, it espencitilities of the
Zeputy T“irector ol Tel ¥ and Inzineering, Test

and Evaluaticn (20

previcusly promulgated
icn VIT).

CAICELIATICHS

Refercnces (b), (c), and (d) 2:¢ hereby superseded and
cancelled,

SCOPE ALE APPLICAEBILITY

‘he provisions of this Tirective encoxpass major programs

£ defenge systems acouizitison as designated by the Secrevary
£ Defense {described in Se ticn II., of reference {a)) and
apply tc all Dol Components that are respoensible for such
programs, In additicp, it pr:ovides princ.ples tc be applied
by the Dol Components in ineir acquisiticn of uefen;e Systems
that do mot fall in the "mescr acguisitlion programs’ category.
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' 000, 2
thereon prior to decision to procesd with fol ships, In lieu
thereof, successive phases ¢ IT&T and O0T4E wii: be accomplished
a3 early as practicable =t %est in.sallaticns Jnd on the lead
chip sc as to rapidly reduce ricxs and theret; minimize the need

for modifica~ion te Icilaw shipo.

1. When combtat cystem ccmplexity warrants, there will be constructed
a combat sysien Test ins { <herein the weapon, sensor,

?‘ and infermation prececsing subszyotems are intesgrsted through
their interfaces in the expected in “he zaulp cliass,
Adsguate inicial ITLE . of the dlntegration of those sub-

- aystems will e =zccom ¢ thereon nricr to the first major

pruuuCulcn decisicn on oW osnips. T2 the degree practicable
first generaticn cubsystens wiik nave besn zpp ocved for service
u*e pricr tc the initiatd z rational testing.

. Where subsystems cannc rvic ~pDru»du ovrizr to the initial

’ cperaticnz) testing, whei ration wili be tested at the

= test site instaliation as early a3 possible in thneir acquisiticn

cycle,

n

. For pew ship types incarperating malior tecnical advancements
net eariier proven in g or ncn-nuciear propulsion design,
a protebype incorporatings these advancements will be employed,
If the major cechrological advancements are contemplated in
only scme features c¢f the hull or ncn-nuclear propulsicn design,
the test installation need incorporate oniy the applicable new
reatures. Adequate te:t and evaluwation on rfuch prototype will
be completed pricr to the Tirst majcr producticn decision on
follew ships,

%}

tad

. Thke prototyping of Zavy nuclear propulsicn plants will e
ccomplished 1n sccordance witih the metheds in use bv the

* Inersr As Doveloprent ~ration (ERDL). *
SonE l=xd e will be dom= in 12
5--1 a2 ol

nip classes, ccntinuing pnases of UT&E on the
ve onuucfed at sea =g early in the acguisition
sibile for specified system:; or eguipments and,
if reguired, full ship operaticnsi evaluation to the degree
feasitle
. A description cof the subsystems to ve included in anv test
) zite sr tezt prototype, the schedules te accomplish test and
evaluation, znd any exceptions tu the abive poiicies will be
- set Jorth in the indtis! and any subsequent ICP: and approved
ty the Secretary of Defense.

-+

b, Tesv and Evaluation jor Cne-orf-a-Xind Systems. For one-of-a-kind

systems, cr systems luvolving procurement of only a very few over
an extended pericd, the principies of DT of component(s), subsystem(s)

Iy
=
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Test and evaluaticn ol nuciear
Ly Ohmeer I
previsions of
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RESPOUSIZILITIE

Coer oaddliilonn: test and

resu’ Lo and

eva.uation «

Tn the case ol ma’or
ment ol the e
grarted cnly

For cther th=
he minimun
pregrams, fir Juch
wiii:

I. najior

niticp ol
2

I, wWithin the Teparime
Secretary : _nﬂe" < ary, cr such Assistant
Secrevary =5 the Secrs ¢ mey designate,

2. Within the Zeparzment o Zeense Agencies, be granted
oniy bty the Wicrl oo

whnich are governed

oo . . _%
i & 3 EARTH ALD
ENGINEBRING, TEST A wvaLJATION (CR{TE))

TesS wnd eva_uatin wnd gr?ce—
vl Tefence as z wncle and U
he pelieves appreopriate directly to tn

2:coery the tect and evwuation planned and conducted
Compenenis fer po 'wr aceulritison pregrams and ier
PLOSran:s 2.8 e i KR

L

. ~nd/or reviewins, the Test -3
and Fregram Memeranda (Fs

the SARC and the Worldwide {
.

DIy, %
acressment as to !
and ~uesticns

at eazh m&ggrxﬂﬁ

1 les
tie ade juacy of thne
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L 5

o be resolved by tert anid evaiuaticn, “ns and zened-
nler . and the adequec:r of *he acoemp’ e Etify the

anticn reccmmended for that mi‘°°*on¢ ie
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DCPs/ItB, tezt plans for their resclulicn, and 4es3t resulis will
be made zvallab.e tc LD(TA&E) =t nhis reguess zs ear-y as developed.
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Tane 13, 1973
NUMBER 5000. 4

DDPALE

Department of Defense Directive

o

(5D Zost Analysia Improvement Group

{a) Deputy Secretary of Defense Multi-Addressee Memo,
“Eatrollshment of a Defense Systems Acquisition
Council,” May 20, 1959 (enclosure 1)

(v} Secr=tary of Defense Memorandum for Secretarles of
Military Departments, "Cost Estimating for Major
Defense Systems,” January 25, 1972 (enclesure 2)

PURPOSE

This Directive provides a permdnent charter for the 0OSD Cost
Analysis Improvement Group (CAIG) orizinally established in
enclosure 2.

APPLICABILITY

The provisions of this Directive apply throughout the
Departrent of Defense.

ORGANIZATION

A. Membership. The 08D Cout Analysis Improvement Group
shall be composed of:

1. A Chairman appointed by tue priacipels of the
Defense Systems A-julsition Peview Coumeil {DOAKC
as defined in enc.osare ..

2. One member appointed by eacn USARC -rincipal. The
Chairman shall be in addition to “hese members.
(In ad*ition, a representative of elther ACD!Incel-
iigeace’ or ASD(Telecommunications; i3 to be included
whensvar a defense system or other matter for wvhich
thuey ars responsivle is reviewed by the CAXG.)

3. One Service member appointed by the Secretary of
each Military Depa: tment. ‘ '




k., "aa - “onentatives wooeppeinted - the CAIG Chafrwan for
¥ BpeC. Al "L IeT

5. An fxoTulive suueute ppinted Ty “hr Thairman.

B. Keapons'h'"‘- tes, The ‘XBD 2nst Analysia Impivrrement Group vill act
as An 2y ry body to the ISARC on matters related to cost. Each
megber o the TAT. shnl: remresent those funciicral areas which an
in accecrd with ipe standing organiwationAl role and mission of his
officag The specific respoasivili+ies wiil include:

1. Providipg ~he DSARC vith s review and evaluatlion of independent
and program cost estimates prepered by the Military Departments
fur nrepentation at each DSARC. These cost reviewvs shall con-
eizser all elements of aystem costs, including procurement,

{ operations aad support as apprcpriate.

2. FEstabliashing criterla, stapdards and procedures concerming the
premaration and presentatior of cost egtimates op defense syatems
to the DSARC and CAIG. :

3. Ideutafying to OSD functional offices and tbe DoD Components where
efforts £ needed to improve the technical capability of the DoD
to make isdependent cost estlmates of all major equipment claases.

Lk, Developing vseful methods of farmulating cost uncerta.inty/cost
risk ipformation and introducing it into the DCP/DSARC procesa.

5. Working with the Dol Cowpoaents to determine what costs are rels-
vapt for consideration as part of the DCP/DSARC process and developing
fgchnlques for identifying and projecting these costs.

6. Developing and implementiug policy to provide for the appropriate
collection, sterage and exchange of information concerning improved
cost estimating procedures, methodology and data necessary for
cost estimating between OSD staffs, all DoD Components, &nd outside
organizations.

7. Providing an assesament or recommmendstions to the DEARC of all
cost objectives prior to their inclusion in approved DCPs or
similer documents gilving direction to & DoD Component for the
acquisition of & major detense system. ’

8. Helping to resulve issues wvhich arise over the comparability and
completeness of cost data to be reported on nev cost data collection
systems.

9. Accompleshing other tasks and speéiﬂc studice as requested by the
DSARC principals. .
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¢ A .BtrA.icd
Vepbe: s wil .. araTh o1 Jor regular and executive meetings
vhich w @4 a* the :all ¢’ the Cha‘rman. (368D members
will comsi:t. .2 the eXOCULive group. )

2. Miputee wvil_ pe prepared ror each CAIG meeting (executive
and regular).

3. For each DBARC a report will be prepared vhich summarizes
“he CAIG's reviev and evaliation of the Bervice's independent
" and program cugt estimate. OSD CAIL menber staffs will assist
in the prepareiion of theee reports as required.

4, Special reports vill be prepared ss necesssry to document
the results of other CAIG efforts.

S. The CAIG will periodically report to the DSARC principals and
the Secretary of Defense on its accomplishments as well as
its plans and future oblectives,

IV. EFFECTIVE DATE AND IMPLEMENTATICR

This Directive is effecilve immedistely. Two copies of each imple-
meating document issued by the Military Departments shall be forvarded

to the Director of Defense Progrum Analysis and Evaluation (DDPALE)
within 60 days.

AR .

Deputy Secretary of Defens
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3 0 MAY 1969

MEMCRAND'IM OR SE( RETARIES OF THE MILITARY DEPARTMENTS
DIP. -CTOR, DAFENSE RESEARCH AND ENGINEERING
ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER)
ASSISTANT SECRETARY OF DEFENSE
~ (INSTALLATIONS AMND LOGISTICS)
ASSISTANT SECRETARY OF DEFENSE
“TSYSTEMS ANALYSIS)

SUBJECT: Establishment of a Defense Svstems Acquisition Review Council

I have been reviewing for some time current practices within the Department
of Defense for the acquisition of major sygtems. bhiy review has highlighted
the importance of cur organizaticn and practices {or accomplishing this
management job, The prima:y responaidility for the acquisition and manage-
ment of our major systems must rest with the individual) Services. Within
each Service, this responsibility is Jocused in the Project Manager. Reccg-
nizing the Service responsibility, ! am, at thc same time, most anxious of
insuring, before we approve transitioning through tl'e critical milestones of
the acquisition of a major system, that all facets of the acquisition process
are properly considered.

Toward this end, | am cstablishing a Defense Systems Acquisition Peview
Council (DSARC) within the Office, Secretary of Defense to advise me of the
atatus and readiness of each major system to proceed to the next phase of
eftort in its life cycle. The Council will serve to complement the Development
Concept Parer (DCP) system, which continues as a formal DoD management
and decision-making syatem for the acquisition of major systems., The Council
will evaluate the status of each candidate system at three basic milestone
points: First, when the sponsoring Service desires to initiate Contract
Definition {or equivalent effort); second, when it is desired to go from Contract
Definition to full srale development; and third, when it is desired to transition
f{rom development to productiun for Service deployment.

The functions of the Council are separate fro.n and do not encompass the
management reviews of major systems which I have previously requested and
which are being conducted by DDRLE with assistance irom ASD{I&L) and
ASD(Comp, ). These reviews are focused on the minagement of the system

i

AW e e e



WG4 (Fnel 1)
Jue 13, T3

wereas the D! nRC reviews w .l ~3ves 1 ire jes, program thresholds apd
vther matters novmally trea‘s ‘o0 D', Aizu, the management reviews will
normally be 2@ rr'y snce or mash major syetem; whereas the DSARC reviews,
which are baser on progrars nu estones, will ne normally conducted three or
more times duri-; the acouis t:an cycle of a varticular system,

The membershiz of the Counril will in-lude DDR&E, ASD(I&L), ASD{C), and
ASD(SA). Yor the first two rmilesicne reviews, that is, orior to entry into
contract definitipn and prior 1o entry into full scale development, the Council
will be chaired hy the DDRLE. For the third review, related to the transition
from development to production, the Council will be chaired by the ASD{I&L).

I am initially deflining major systems, which will be subject to Council reviews,
to include (1) those for which Developranent Concapt Papers are required; and
{2) those specifically designated by me for review and evaluation. A tentative
arter for the Council is attached as zn enclosure. I desire that the DORLE
and ASD{I& L), within the next 30 days jointly prepare the necessary procedures
and take the necessary administrative actions tc implement the Council charter.

I believe the Council operation will result i improved management and will
augment the decision-making process within the Department of Defense. 1
cannot over-emphasize the need for camplete interface throughout the
Department in the system acquisition process.

Attachment, - 1
aje




4.

Furpuse.

This charter prescribea the mission, functions, com position, authority
and respensibility. and administration of the liefense Systemns Acquisition
Rewview Council (D3AR,.

Missisn.

The mission of the DSARC is to review major and important Department

of Defense syslern acquisilion programs at appropriate milestone paints

in their life cycle. These reviews arc intended to permit coordinated
evaluation and deliberation among senior rmanagers, based on the most
complete prescntation of infermatiop available to assure that advice given
the Secretary of Defensc is as complete and abjective as possible prior to

a cecision to prunced to the next step of theesy. e, 5 1ife cycle. The DSARC
operaticn and evaluations will serve to complemnent the DCP system which
Temains as a formal DoD management and decisicn-making systerm concern-
Ing the acquisition procers of major defense syntenis.

Funclions.

a. The DSARC will review and evaluate the stowus of each appropriate
systern acquisition program at thre. basi- n.'! .c.one points:

First: When initiation of Contract Definiti.-.; (or equivalent effort)
is proposed;

Second: When transition from the Contract Definition phase to full-
scale development is proposed, and

Third: When transition from the developme . phznr into production
for Service deployment is propese 1. '

b, The first review will support the basic (X1 P in that it ..ill provide a
{orum for disrussion and possible resolutics o) the varicus “icwpsints
of the participating principals, including the Secretary of the Military
Service sponsoring the program. The later reviews will serve a
function of validating the readiiess of a system 15 proceed to the next

stage, i.e., normally full-scale development or produc.ion.

Composition

Thé DSARC will consist of the DDR&E, the Al D{lé:1.), the ASD{Comptroller)
and the ASD(SA).

s
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Authority ar Penaonsihilities,

a,

f.

For cons:. - ra‘ion of eriry inte Contract "cfinition (Contract
Definition *‘hase} and cotry into full-scale developinent (the
full-scale development phase), the DSARC will be chaircd by
the DDR&E.

For the tranzition from develupment to production {the production
phase),' the DSARC will be chaired by the ASD{I&L L).

For additional reviews, the DSARC will be chaired by DDREKE
or the ASD(I&1.) as approprizte, depending on whether the action
under consideration is concerned with movement within the
full-scale develonment phase or into or within the produciion
phase.

Reviews at points other than program transition points may be
requested by 2 DSARC mamber by memorandum to the appro-

" priate chairmnsn.

Rev.ew of a program at any point in its life cycle may be directed
by the Secretary of Defense or the Deputy Secretary of Defense.

Reviews will be limited to major and important programs. These
are (1) those for which Development Concept Papers are required;
and {2) those specifically designated sor review by the Secretary

of Defense, the Deputy Secretary of Defense or the appropriate {
DSARC chairman.

g.*Aspects to be considered by the :DSARC include, but aye not

limited to, the following:

{1) For ite.as proposnd for Contract Definition:

) Justification of military need;
(b} Validity of operational cencept and objectives;

(c) -Relative capability compares with present/anticipated
capabilities of othe- systema;

{(d} Technical feasibility;

{2) Validity of cost estimates and analysis of cost risks involved;

2




(2)
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(f) Valicity of proposed scheduling and consideration of
alternatives thereto;

{g) Validity of proposed procurement methodology, including
type of contractor structure, kind of coatract, timing of
Government production commitinent, means of assuvimgy
competition; and,

(h) Validity of program manager plans, controls and organiza.
tion.

For items propascd for transition frum Contract Definition into

full-scale development :

{2) Continued validity of program objectives and validity of
changes thereto since completion of concept formulation;

{(b) Confidence in achieving current program objectives;
{c) Analysis of current risks;

(d) Technical feasibility, risks assoclated *herewith, and
analysis thereof;

(¢) Adequacy of integrated logistics support planning;
() Validity of cost estimates, including analysis of cost
differences between nompeting Contract Definition

contractors and Government estimates.

(g) Options associated with cost trade-offs and analysis
therccof:

(h) Adequate consideration of contract incentives and
-inducement for competition; and,

(i) Validity of contractor proposals;

(3).

For systems pronosed for initial production;

(a) Feasibility of pioduction, inclading evaluation of milestone
achicvements, test results and production line producibility




(b}

. {c)
{d)
(e)

ty]
(g)
®)

i)

5000.4 Jun 13,- 's
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Technical feasibility, including specification r ~quire-
ments;

Review and evaluate overall requirement;

Current validity of cost-estimates;

Need, as appropriate, for concurrent development #nd
production as well as validity of recommended time
pbasing of production/depioyment aspeets;

Adequacy of integrated logistic su;oort plannirg;

The existence of adequate project management controls;

Adequate piannung {9r Govemmen: furnished equipment
and facilitics; and,

Adequate planning as to propriétagy rights itemas;

h. The Chairman may invite other staff members, such as the
ASD(MLRA) and the ASD(ISA) to participate in the reviews when
the reviews have significant relevance to th:zir responsibilities,

i, The Chairman shall advise the Deputy Secretary of Defense of
the findings and recommendations of the spccific review and
concurrently a copy of the findings and recammendations will be
forwarded to the appropriate Service Secretary.

$. Administration,

The DSARC inay establish necessary Working Groups to asaist
the Council members in their reviews.
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JAN 25 97

MEMORANDUM FOR The Secretaries of the Military Departments

SUBJECT: Cost Estimating for Major Defense Systems

Deputy Secretary Packard's memorandum of December 7, 1971, "Use of
Parametric Cost Estimates, ' advised that starting with January 1972 an
independent parametric cost analysis was to be incorporated in each
DSARC presentation, I am keenly aware of the ‘mportance of these es-
timates and have established an OSD Cost Analysis Improvement Group to
review the estimates presented and to develop uniform criteria to be used
by all DoD units making such cost estirnates, This group has representa-
tion from DDR&E, ASD (C), ASD {I&L), and ASD (5A). They will be re~
sponsive to the DSARC Chairman in assessing the reasonableness of cost
estimates and the criteria followed in their deveiopment,

Because valid cost estimates are so critical to our successful defense
posture, it would appear that ea~h Service Secretary should have a staff
component capable of preparing independent p.rametric cost eatimates,
This component should be responsaible to the Seivice Secretary and organ=-
izatiorally separate from program proponents, Service grcups responsible
for independent estimates and the OSD Cost Analysis Improvement Group
should work closely in developing uniform criteria for cost estimates,

Our goal is to have formalized procedures for DSARC program cost pre-
sentations, as well as uniforin criteria to which future parametric cost
analyses will be expected to conform, developed prior to May 1, 1972,

Your comment with renpect to an independent Service capability and how
such a group should interface with the OSD Cost Analysis Improvement
Group would be most helpful, I would like to have an improved system for
top level review of all major cost estimates at the earliest practical date,

N

Ty
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" *AR 1000-1
Arny Recor x'ln,\‘} HEADQUARTIERS
. |])V|’\R'l‘\ll‘\"1‘ OF THIE ARNMY
No. 1000 | j Wasmxarox, DC, 5 November 197
BASIC POLY'TES FOR Y=<k 2 00 U= 110N BY THE DEPARTI\IENT OF THE
ATV

leslive '

thuary 1875

This complete revision of (i 160 -1 wv’ tos i policies of system acquisition for the Depart-

ment of the Army. Local liviied s,
required. If supplements ¢« issted, -

furnish one copy of each to ,1QL'A (1 47:3-11)
one copy of cach lo the ne:' hich 1 ecidoie
Treferential consi lor v fo o vaut o
Demonstration of thniea ad e b
requirement .
High level decision v Ling .
Heightened impo -t nee o0 tes1in 1
Shortened develo ot in B
Application of fnrecyeod Togis v

ull funding for prio rity proaras e

Coxtoversus quan ity huone:

Control of program o=t o
General. tshes
hasic policies for the aequisit on of nacrixtoys-
tems. The 01)]('« tive of these policiesisic
costs in acquiring materiel syvst s whose por DIRRE
ance is adequate to meet oparuciorel te g
To pre=zent theze policies it the conteca
they are

This regulation oste il PRI iR R

IR

e,
Towlich
applicd. the regulation dese o s thesys-
tem acquisition procezs from ineep ion toron
development. into production. No singl fooncls
applies to all materiel e _dstions Phe itcgnas
tion of a specitic system and the extent ot ool
opment required may vary from systen o svstoor
but will be consistent with the principls ard Hi-
cies contained herein, For examplecthe oo tion
of already develaped or commercial cqiepment re-
quires fewer steps and simpler procecires hn
improving or developing systems, The foilovonys
hasic palicies, together with related proetural
steps, govern the Department of the Srmy v
acaisition process,

e

1. Preferential consideration for evolutionary
development. The Army’s muteriel neces are gen-
ernlly satisfied through three miethods - baying:
equipment already developed  (commereind -
mestic or foreign; military --other Serviees or
wllies), evolutionary development of eurrent <tand-

*This regulation supersedes AR 1000 1, 32 Jur.e

7o

TAGO 245A—O0ctoher  HRO 468 .-74

do-

ealciion of this requlation is permitied, but is not
“ray Cioff ageacies and major Army commands will
VASH, DC 20310; other commands will furnish

‘8.
Paragraph

el et . 1

foosibaality

prior to formalizing the

«rd cqu pment, or initiation of a new materiel
developrient program. The preferred method to
correct nadequacies in already developed systems
i< to exploit the performance growth potential
fitherent in those systems. Materiel system design
will ernphasize simpheity, ansterity, and supporta-
bility with planned growth potential to accom-
modate anticipated future needs when the addi-
tiona eost for such growth potential can be
jnstified. “The Army must plan for evolutionary
developient over the entire jife eycle of a system.
(‘ombat and materiel developers will assure the
iinely, cost-effective exploitation of unrealizc 1
crowth potential of materiel systems to satisfy the
Army s materiel needs.

2. Demonstration of technical and operational
feasibility prior to formalizing the requirement.
Research and development efforts for systems
ncquisition should be initinted with modest pro-
arams, avoid unsupported promises as to system

expectations, and recognize fully the technical
yisks und uncertainties. A formal requirement,

with it~ implicit commitment to an eventual
production decision, will not be established until a
thoronegh  advaneed  development program  has

been conducted to include testing of components



AR 1000-1

and/or prototyyes, 1o saequately demenstrade
both the technien] operadions! fohitiin L The
development, v cmem and/or brosurement of
materiel systern east result from an active
dinlogue between - combat developer and the

ariel developer. When o requirement cannot.
vo satisfied by existing equipment, the materiel
and combat developers <hall jointly determine if
an improved or new system could be satisfactory.
The objective of this dinlogue is agreement on the
means to satisfy the requirement. Aggressive use
will be made of Forece Development Test and
Experimentation (I'D'TE) (o develop the coneept
of employment, to determine the operational
feasibility, and to estimate the potential opera-
tional advantage of & proposed system,

a. Matericl systems originute from one or
more of the following— .

(1) Proposals from the materiel developers
arising from - knowledge of technologieal capn-
bilities and advancements. Operational Capability

ctives (OCQ), based on deficiencies identified
.o the Aviny Study Program, field tests and
evaluations, and experience, provide the guidanee
for priority judgments in the materiel developers’
research, exploratory development and non-system
advanced development efforts,

(2) Operational initiatives from the combat
developers to attain one or more capability goals
established at HQDA, to counter a validated
threat, to correct an operational inadequacy in

" ting materiel, to redurce the consumption of
Jort resources, or to exploit a technological
breakthrough.

(3) System proposals and operational con-
cepts submitted to a combai developer as sug-
gestions in any form, f{rom sny source, for
incorporation into the materiel acquisition process,
as appropriate.

b. The system concept will be developed and
validated jointly by the materiel developer and
combat developer prior to formal commitment by
the Army to the need for the svstemn. The Re-
quired Operational Capability (ROC) document
is the vehicle for securing the Army’s commitment
to pursue full-seale development and/or procure-
ment of asystem. The objective of the Coneeptual
« 1 Validation Phases is to provide a basis for

Iy low-risk full-seale development of new sys-
tems or improvement of existing systems and to

2

ivm:l" fhu.!. the inforejon necessary f.m' the Army
to d«-(:-n'mm- the best vourse of action is developed
and reviewed. In these phases, cmphasis will be
ot developing and testing “brass board” or ex-
perimental configurations, advanced componen. s,
advanced development models, prototypes, com-
mercial items, foreign or other service items in
response to anticipated needs, well in advance of
the establishment of firm operational requirements.

¢. The steps involved in the conceptual de-
velopment and validation of the system are gs
follows:

(1) The materiel developer and the combat
developer may agree that a materiel concept has
sufficient interest, importance, operational and
technical potential to warrant the commitment
oi resources to obtain more information. The
further investigations needed to develop and
validate the system concept and to define the
operational, technical and logistical concepts
will be deseribed in a jointly authenticated
Lotter of Agreement (LLOA). The LOA is s
document of record supporting the system ad-
vanced development program. It may be prepared
also to support non-system advanced development
if the coneeptual application to improved or
new systems can be adequately defined. The
length of the LOA should be kept to a minimum
and need be no more detailed than is warranted
by the degree of knowledge available then to
the developing concept. The LOA should consider
separately the following subjects.

(@) Need for the system.

(b) System concept.

(¢) Prospective relative effectiveness.

(d) Prospective upper limit on unit cost,
if available.

(¢) Investigations needed to develop:

1. Operational employment concepts.

2. Technical concepts.

3. Integrated Logistic Support (ILS)
concepts.

() Unknowns to be resolved.

(¢) Technical risks.

(h) Schedules and milestones.

() Critical issues for test.

(7) Advanced development funds needed
und, if practicable, a i roed estimate of anticipated
engineering development funds needed in the
cvent the advanced development efforts are
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successful and result in a decision to continue
the program.

(2) LOA in which projected advinced
development costs exceed $10 million will be
forwarded by the combat developer to HQDA
(DAMO) for decision; all other T.OA will be
forwarded to 1IQDA (DAMO) for information.
LOA for systems whose advanced development
cost projections are later revised to exceed the
$10 million threshold will be immediately updated
and forwarded by the combat developer to
HQDA (DAMO) for decision. In unusual ecir-
cumstances, an LOA involving systems below
the threshold may be specifically selected for
decision at HQDA. HQDA approval will include—

(@) Determination of program potential
as o candidate for review by the Army Systems
Acquisition Review Council (ASARC) (described
later) or for other JIQDA management procedures.

(b) ¥unding guidance by the Chief of
Research, Development, and Acquisition (CRDA)
for the conceptual development and validation
effort.

(¢) Initial determination of neced for a
Special Task Force (STF), Special Study Group
(8SG), Steering Group or Study Advisory Group
(SAG).

(d) Determination of need to appoint
a Project Manager designee.

(3) Based upon agreements specified in the
LOA, and after advanced development has
progressed to the point where operational and
technical feasibility have been demonstrated, and
in some areas possibly even confirmed by per-
formance test data, the combat developer and the
materiel developer will prepare a Concept Formu-
lation Package (CFP). The CFP will consist of the
Trade-Off Determination (TOD), ¢ "Trade-Off
Analysis (TOA), Best Technical Approach (BTA)
and Cost and Operational Effectiveness Analysis
(COEA). Concurrent with the development of the
CFP, HQDA (CRDA) will examine the proposed
system for affordability within priorities estab-
lished by DCSOPS, in view of the resources
available or projected to be available to the
Department of the Army.

(4) When there is need for an unusual
breadth of expertise for a short duration, tech-
nical risk is high, analytic techniques are evolving
rapidly, alternatives involve other Services, high
level of interest is anticipated, or where resource
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impact is significant, a STEF under HQDA (DCS
OPS) direction, or n S3G chaired by TRADOC,
may be convened to conduct analyses, insure
inclusion of wll alternatives, monitor experi-
mentation, or undertuake such other tasks as may
be directed. A Steering Group or SAG, convened
under the General Staff responsibility of the
DCSOPS may be used in conjunction with the
SSG. The STF or SSG may include representatives
of HQDA, combat developer, operational tester,
materiel developer, logistician, and the project
manager designee. STF/SSG charters will be
individually tailored to the missions assigned and
the time phasing of the STF/SSG in the materiel
acquisition cycle. Examples of tasks which may
be required are—

(¢) Prepare the Concept Formulation
Package. :

(b) Prepare the draflt Decision Coordi-
nating Paper (DCP).

(¢) Conduct alternative system design
investigations.

(d) Prepare portions of the Development
Plan.

(6) An outline development plan will be
prepared by the materiel developer in ceordination
with the combat developer, as a document of
record to support entry into the Validation Phase.
Since projection of $25 million for advanced devel-
opment costs will usually signal that an ASARC
I decision (described in para 3) is required, the
outline development plan should be forwarded to
HQDA (DAMA) for information. However, other
considerations such as total resource impact, con-
gressional interest, technological breakthrough,
high risk, or critical threat, may warrant ASARC
decisions on programs which have not exceeded
the $25 million threshold. In cases where an
ASARC 1 review is not required, but program
considerations make appropriate -an explicit
HQDA management decision to enter the Valida-
tion Phase, the CRDA has General Staff responsi-
bility to coordinate the necessary management
review and approval of entry into validation.

(6) Throughout the validation process, the
combat developer will serve as the user representa-
tive and articulate the user’s viewpoint. The vali-
dation process must include logistic—reliability,
availability, and maintainability (RAM)—and
training asscssments of the equipment and a pro-

3
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jection of the enpability of the logiatics ay:tem to
stpport the materiel system deployment.

(7) The busic document to SuUppory entry
inte full-seale development is the ROC. The
ROC will be prepured by the combut developer,
voordinated  with the materiel dgeveloper, cad
submitted . HQDA (DAMO) for d.<ison. An
excentive summary of the supporting COEA wiil
be submitted with the ROC. The ROC will alo
be the docnment proposing the procarerent of
meteriel wireudy developed. Tho fength of the
ROC should be kept to a minimum. Four jpages
=eetin 0 be u reasonabie goal for minst svsten « The
ROCY will contain the following:

{u) Statement of need.

by T'iue frame.

icj Threat’operntional deticiens

40 Operationalorzanizutieol coneept.

() Vassentin) churneterse =

{f) Teelinienl nsseesmoent.

) Lo ties aasessineat,

(f) Yife cyele cost wovessmien® jniading
design-to-cost ponds,

(8) POSOP3 has Genernl Siufl respooei-
bility for the approva! of all ROC CRDA ha.
Geaeral Staff responsibliie s for the dovclopaan:
of the iuteriel sostems de=enbed in e KOG,

1) l';mn RO r.p;')!‘lr\‘*n!, DO wald
designate an operatwnal uoie wath wiiel th

cwmbat nied matenie) developess are ¢ Lordivate

the setivities necessary to familinrize sed prepore
thet unit to receive the system st the time of
Initis] Operctioun! Copability (100,

JH0) Syswetns desipuated es Avmy omeger
muteriel sytems wiil be sebjected to intenzive
mansgemment reviews at HEDAD DOSOPS b
General Stafl sesponsibiinty to detarmine wht

systenss e o be considered taajor. Meujer o=t ms

itclnde these which gualify for Defense #ysten-
Acgmation Review Conneill (DsARC) decision
and the others which ave eritieadly imporant 1o the
Artay, complicated. expensive, controversinl, or
for any rewson shonld involve the top et
of the Array.

(11) neparate procedures apply to the
nequisition of low unit cost, low-risk deveiopinent,
or cotmmerdied items where total RDTE expendi-
tures v ot exeoed $1 midilion, and procurement
costs wil not exceed $2 millien for anv one fsenl
yeur of 310 million for the & veur preoram period.

The o are eaterorized o low vaige ftems o od
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be furnisiewd by the cotnbat developer to HQDLA
DAMML e LI wil inelnde the following
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program cosis and that mweaningful coot cantral e
maintained over the systen e evele, Thue,
program cost estimates must present ali resources
recessary to develop, produce, operate, nind mair.-
tain the system, Realistic cost estimate: meaning-
(ully presented, are essential o confident and
Proper propraim decisions,

a. lmtial cost estimates are ba-od on rather
viowd outline: Jf
Listorie cost data ebteined from stinilar programs,
Clost effectivene s studies and trade-off aualyses
during conecept forinulation can only be based on
the best esthiate, then eurrent, of the ultimute
system cost. Subsequent cost aad  operationad
effectiveness und trade-off analyses will be more
crecting a8 costs become  better known  and
technical and operational performance ure demen-
struted by testing. TRADOC s responsible for
cost and operativnal effectiveness anulyvses. Proj-
ect Managers ere responsible for the conduet of
enginecring {rade-off analyses.

b. Design trade-olls and engneering changes
to reduce ecguisition  costs must not impsct
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the conceptual system and

adverselv on the dife eycle <ot of ownership.
Vife evele costas the overriding eo<t determinunt;
desigmi-to-cost s an wid in the process,

n. Control of development costs mnst include
en understanding of the full rost ~Fect of technical
chargrea: Proper corsideration of productan costs
during developnvnt will reguire that “Desizm-to-
Unit-rlyawny Clost” (a3 defined n the OSD
Budget Geidanes Manual) goals be established
in the validation phase prior to entry inta full-
seale  development. “Design-to-Unit-Flyaway
Cost” gouls are not wppropriate for contractual
purposes;  therefore,  contractinl  design-to-cost
(DT goals for design sensitive hardware shoukd
be set in terms of recurring hardware unit cosis.
Iy estabhching DTC goals) consideration should
be piven to capability growth if the potential
need for sach peowth can be forecnsted. A DTC
gourl estublished by the Auny for a materiel pro-
gram will be stated o the druft DCP or Progra:e
Memorandum which, when approved, iz con-
sidered n contract between OSI) and the Army.

The proponeat ogency of this regulation is the Ofiice of the Chief of
Rnrearch, Development, and Acquisition. Usars arg invited to send com-
ments and suggested improvements on DA Form 2028 (Racommonded
Changes to Publications and Blank Forms) direct to HQDA (DAMA-RA) \
WASH DC 20310,

v Order of the Secrctary of the Army:
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CONIILI Ly L
APPENDIX J NUMBER 2015, 2°

SEDD AT

= Department of Defense Directive

SUBJECT Svstem Acauis.tion Manageniert Carerors

"eference: (a) DoD Directive 5000.1, "Acquisition of “Major
Defense Systems,” July 13, 187
(b) DaD Instruction 1430.1C, “Dob-Wide Civiiian
Career Programs," June 2, 1366
(c) DoD-Wide Training Agreement for Rotational
Assignments for Development of Key
Personnel of the ULepartment of Defense,
October 19, 1973
(d) DoD Instruction 1430.,5, "Civilian Emcloyee
Training Policies and Standards,"
September 28, 1971
! (e) LoD Directive 5160.55, "Defense Systems “anaae-
’ ment School," July 19, 1973

I. PURPOSE

This Directive estabiishes policy for the selection,
training and career development of Dol personnel who

are required for the management 2f major defense systems
acquisition. It is intended that this directive be
subordinate to and supportive of the nolicies defined

in reference (a).

1. APFLICABILITY

| The provisions of this Directive aonly to the Military
' Departments and the Defense Agencies (hereinafter
referred to collectively as "DoD Components™) involved
in the acaquisition management of major defense svsters
as defined in reference (a).

Ll 1r. poLicy

A. As outlined in reference (a), successful manaae-

‘ ment of major defense systes during the develon-
ment, production, and deploymert nhases is
primarily dependent upon experienced and competent
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E.

F.

G

H.

management. Changes of Program Managers, if necessarv,should
normally occur near major oroaram milestones, and only with
the aporoval of the Chartering Autharity to whom the Frncrar
“anager is responsible as cpecified in the Program Charter.
There should be a period of overlap between the outosine
Program ‘anager and his replacemert. Similerly, the rotation
or reassignment of key assistants should be controlled by the
needs of the Proaram Manager to insure a proper talance
between effectiveness and continuity of manaoement.

Cpporturities for advancement should be ecuivalent with those
of contemporaries in op:-aticnal, lire and cormand positigns.
where boards are estatlizned for the purpose of selecting
individuals for advancement, they should include exnarispced
system acquisition management represenzaticn te insure that
oniy the best qualified, based on dergnstrated nerformance,
are selected for promotion.

A performance monitoring system for all cersons who are
invoived or aspire to be involved in the rmanacerment of wa’or
defense systems will be maintained by each Dol Component.
Selection of personnel for key positions in management of
major defense systems will nor:ally be made only frow amorc
those so tracked, and heavy reiiance will be plac.d on ner-
formance records for determination of thosc best oualified.

General or flag rank cfricer< or civiiian eauivaients (7$-1¢
to 18, PL-3123) normally should be considered for assignrent
as Proqrar tanagers only if thay have had substantial nrior
experience in program management or svstem acquisition, to
include aemunstrated performance as a military (-2, O-C, or
equivaleat civilian proaram manaqement experience.

Colonels/Captains or civiliar eguivalents should not te con-
sidered for assignment aS Prograr: “anagers unless they have
had proaram maragement or System acquisition experience, to
include one or more assianments t2 a proaram office.

Personnel should e selected on the tasis of skilic and
experizsnce needed to orosecute successfully a prooram or
progran phase regardless of military or civilian status.

18PLEERTATION 250 LirECTIVE DATE

R
e,

Tre mesbers of Dz=fense Systems anagement Schgol Policy
Guidarce Council {reference (e}} will momitor Zol Corponent
irnlerentation of this dircctive and will rate recorren-
datiens for changes in (ol Corranent imploreniation,




3 B. This Diractive is effective irmediately. 7Vsu copies of
4 implementing cocuments shali be forwarded to the Uirector of
] Defense Research and Ennineering within 90 days.

#.P'(m \

R 20 Y ALt e




§ UL 1676

Nerch 4, 1975
APLENDIX K NUMBER 5160.55

DDR&E

Department of Defense Directive

SUBJECT Defense Systems Vlanagement Scaool

Refs:

II.

-t

-
.

(a) DobD Directive 5010, 16, "Delense Management
Education and Training Program', July 28, 1972

(h)  DobD Directive 5160,55, "Defense Systems Manage -
ment School'', .Tune 20, 1974 (hereby cancelled)

(c) Public Law 22-4583

(d) Fxecutive Order 116845

REISSUANCE AND PURPOSE

This Directive (a) reissues the charters for the Defense
Svstems Management School (DSMS) Policy Guidance
{'ouncil and the DS)IS Board of Visitors; (b) establishes
and authorizes the operation of a D5SMS, with a DSMS
Policy Guidance Council and a DSEMS Board of *isitors;
and (c) provides guidance and criteria for - DSMS
mission, supervision, and administration. Re¢  ence (b)
is hereby superseded and cancelled.

APPLICABILITY AND SCOPE

The provisions of this Directive apply to the Military
Departments; the Directcr, Defense Research and Engi-
neering; the Asgistant Secreiaries of Defense (Comptroller/
Installations and Logistics /Program Analysis and Evalua-
tion/ Manpower and Resz=rve Atfairs); and those Defense
Apencles  concerned  with defense system acquisition
(hereirafter referredto collectively as 'DoD Components' ).

ROILE AND MISSION

A. The DSMS is a joint Military Service/Office of the
Secretary of Defense professional mlitary institution
operating under the direction of a Policy Guidance
Cnouncil chaired by the Director, Defense Research
and Engineering. Tt serves as the capstone for the
professional education of DoD Component personnel

™




Continuation " 111,

in program- project management and defense svstem acquisition
management.

: ) P. The mmission of the DSAIS is tor

1. Conduct advanced courses of study that will prepare selected
military officers and civilian personnel for {(a) assignments
inprogram/groiect management career fields, and (b) coping
with various tacets o defense svstem acauilsition manage-
ment. This is *he prirqary mission of the school.

i 2. Conduct research or special studies in defense program/
' nrotect management and defense system acquisition manage-
ment concepts and methods.

3. Assemble and disseminate information concerning new
policies, methods, and practices in program/project man-
agement and de’ense svsiem acquisition management.,

IV, RESPONSIRILITIES

A. The mission, composition, and operation of the DSMS Policy
Guidance Council are described in its charter (enclosure 1j.

¥. The mission, composition, and operation of the DSMS Board of
Visitors are described in its charter (enclosure 2).

. The Commandant of the DSAIS will:

1. Operate the 1SMS as a centralized activity for the profes-

sional education of selected militarv officers and civilian
personnel in all facets of program/project management with
emphasis on managing the acquisition of defense systems,

g 2, hinplement the policy guidance provided bv the DSMS Policy
Guidance Council.

) 3. Provide the courses identified 1in enclosure 3 and, as
resources permit, extension courses, on-site courses,
seminars, andsymposia in responseto specific needs of the
the DoD Compenents or in response to specific direction
frum the DSMS Policy Guidance Council.

4. Allocate student quotas for each course, based upon needs
of each Do) Cornponent, and re :eive nominations for each
class.
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D.

10.

Develon admissions policy, educational practices and stand-
ar i3, curricula, and other functional material necessary for
e elficient functioning »f the DSAIS, with coordination as
appropriate with DoD Components, the Defense Management
I'ducation and Training Boared (reference (a), DoD Directive
5010.16), civilian academic institutions, and defense industry
and general business organizations,

Conduct research or special studies directed toward improving
the curricula and increasing the body of knowledge in program/
prolect managiment and defense system acquisition manage-
ment,

Disseminate current management information assembled or
developed at DSMS to the Government and the defense industry
communits,

Have apnrovalauthority for and obtain the equipment and items
required bv, andin accordance with, the mission of the DSMS,
Equipmentand iteme requiring special authorization by Public
T.aw, Fxecutive Qrder, or Dol) Directive/liistruction will be
obtained in accordance 'vith the pertinent directions,

Subznit his nomination for the Deputy Commandant to the DSMS
Policv Guidance Council, through the Executive Secretary, for
approval,

Nuvminate and, upon receipt of necessary approval by the DSAMS
Policy Guidance Council (see Charter of the DSAIS Board of
Visitors, enclosure 2), appoint new members to the nine-
member Board of Visitors; appoint a Secretary to the Board
of Visitors from the DSMS staff; schedule all meetings of the
Board of Visitors; report recommendations of the Roard of
Visitors to the DSMS Policy Guidance Council and obtain DSMS
Policy Guidance Council cencurrence on the actions planned
to be taken on the recommendations.

The Secretaries of the Military Departments and Directors of the
concerned Defense Agencies (or their designees) will provide the
Commandant, DSMS, with the following:

.

Current policies and procedures, which relate to all phases of
a defense system's life cycle, or a continuing basis.

Annual requirements and five-year projections for the educa-
tion to be provided by the DSMS in accordance with DoD
Directive 5010, 16 (reference (a)).
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3. Frudent nominecs who, by ovirtue of sutstanding perform-

anre of duty and demonstrated scadoemic abi ility, have
©.¢ potential to hold, or have been selected to hold, senior
nositions in program proj@ct managem: i,

<. Infuormation regarding unh/dtmn of fur ner DSMS students

for five vears 5ubseq nt to their graduation.

The Secretary of the Army, our his designee, will:

1. Provide and maintain facilities essential to the operation
i the DSMS in a manner commernsurate with the impor-
tance af its mission to all Dol Components.,

2. Assure that adiministrative and resource supportis timely
and "ullv adequate for the accomplishmem of the mission
assicned to the NSMS,

3. Review the D=AIS annual budger and include it in the
Department of the Armv overall budeet znd financial plan.

Ve ADMINISTRATION

A,

1.

.

The position of Commandant, DSMS, will rota‘e among the

Army, Navy, and AirTForce, The normal tour of duty will be
r ©€ Vears, The Commandant will report to the DSMS Policy
Guidunce Council chaire:! by the Direcior of Defense Research
Lncineering, Alilitary Devartment nominees will be
approve-i by the SAMS Policy Guidancs Council,

al

1. The O anmandant assigned will kold the rank of General
ar Flag Officer,

2. Pxperience in the management of a major defense system
acquisition program is essential.

To provide continuity and assure that all three Ailitary
Denartments are represented at the management level of the
DSAS, each Departmment will nominate a Colonel/Captain to
assist the Commandant in the operation of the school. The
tour of duty will be three vears., Milhitary Department nomi-
nees will be approved by the Commandant.

Commissioned officers and enlisted personnel from all DoD
Components, augmented bv qualified civilian personnel will
be assigned to the faculty and staff of the DSMS on a prorated
busis, “he faculty assignees should have had experience

b

b R

P,
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Enclosures - 3

1.

2
3.

i fense syvstems acguisition manzgement. The tour of duty
or military faculty will be veree vears., N Taculty and staff
ominees will be approved by the Comrmrandant.

PROCRANMMING, BUDGETING, AND FINANCING

The Department of the Army will be responsible for programming,
hudgeting and financing all expenrses incident to the operation of
the DSAS, except as indicated below, and w:ll separately identify
all such expenses in its Ovperation and Maintenance budget and
“inancial plan submissiontathe O ice of ‘he Secretary of Defense,

A, The pay allowances (including subsistence), Permanent
Change of Station travel exnenses of military perscnnel
nermanently ortemporarily assigned to assistin the manage-
ment or operation of the DSMS, including instructors, will
be borne bv the Military Service to which such personnel
wlong. The salaries and expenses, including travel of civil-
in personnel temporarily assigned, will be borne by the Dol
C'omponent bv which personnel are emploved,

F. Pav, allowences, and travel costs (not integral to courses
of instruction) of militaryv and civilian personnel assigned as
stuaents at the DSAIS will be berne by the sponsoring DoD
Componynt.

C. Other Federal agencies and ‘ndustrial concerns accepting
invitational quotas will be reauired to pav all direct costs
such as travel, per diem, and subsistence. Appropriate
tuition fees mav be assessed non-bol) activities at the dis-
cretion of the Secretary of the Army.

FFECTIVE DATE AND DNMPLEMEXNTATION

This Directive 15 effective immediately. Two copies of the
instructions issued to implement this Directive will be forwarded
to the Director of Defense Research and Engineering within 60

davs.
Y.

eputy Secretaryv of Def

Charter of the DSMS Policy Guidance Council
Charter of the DSMS Foard of Visitors
Courses Provided by the DSMS
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5 CHARTT L OF THIED DETLENSE SYSTIIAS MANAGTATENT SCHOOT,
POGLTCY GUIDANCE COUNCIT,

. S I. PURPOSE
vy This ¢harter prescribes the mission, composition, and operation

« " rhe Derfense Svsterns Managemen® School (DSMS) Policy Guidance

- Counceil fhereinatter peferred to as the Council).
3 T \ISSION
g The massion of the Council is te (a) establish policy, provide
o guiznce, and act as prime urisdictional agent for the operation
and cdministration of the DS.LIS; (b)Y approve the admissions policy
4 and the curriculum for each new IDSMS course; (c) approve the
normination of the D3NS Commandant and the Deputv Commandant;
v and (dY aporove the nominatiorn of each new member of the DSMS
Poura of Visitors,
3 I, COMPOSITION .
i

The members of the Council will be the Director of Defense Re-
search and Fngineering, who will serve as Chairman; Assistant
Secretaries of Defense (I&L), (PA&E), (C), and (A1&KA), a repre-
sentative of the Secretary of each JMlilitary Department; the
Coemmanders of Army Materiel, Naval Material, Air Force Svs-
tems and Logistics Commands; and the Assistant Director of
Defense Research and FEngineering (Fnzineering Policy), who will
serve as 1ts Executive Secretarv. The Chairman will appoint a
Recording Secretary.

V. OPERATION

All meetings will be held at the call of the Chairman, normally on
a auarterly basis, No less thanr one meeting of the Council will
be held each Government fiscal vear w:th the DS)MS Commandant
to review operating plans.

The Executive Secretary will meet as necessarv with points of
rontact appointed bv ~ach of the Council members, to formulate
recommendations and perform other duties as may be directed
by the Chairman.

The Recording Secretary will receive 1items for discussion from

Council members; prepare the agenda and minutes of each meeting;
and ohtain the Chairman's approval of the agenda prior to issuance,
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V.

VI

DURATION

The Counv:il will automatically terminate upon completion of its
mission or not later than twn years from the date of its reaffirma-
tion, whichever occurs earlier, unless approval is obtained in ad-
vance to continue the Council feor anothertwo-vear periodin accord-
ance with reguirements of the Doi) Comiittee Mznagement IPro-
gram. The activities of the Council will be evaluated annuallv
by the Chairman to determine whether the Council should be con-
tinurd and, if so, wherher its role should be changed.

DATE OF REAFFIRMATION

January 9, 1975
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CHARTEDR OF THD DUFENSE SYSTEAMS MANAGEAENT SCHOOL

I,

POARD OF VISITORS

PURPOQSE

In accordance with Publie Law 72-453 (reference (c¢)) and Execu-
tive Order 11686 (reference (<, and ‘mplementing OMB and
Mol regulations for e ieral Ad :sorv Committees, this charter
nreg-ribes the mission, compest .on, and nperation of the Delense
Swvstems Alanngement School (DRAS) Vongrd of Visitors (herein-
alter referred 1o as the Board?}.

MISSION

The mission of the Foard :s:

A, T examine the oroganzation, management, curricula,
misthads of msiruction, facilizivs, and other aspects of the
aperation of the DSAS; ord

»

B, To provide a rennr:, at nnce each vear, to the DS)IS
PPaliey Gorndance Coune: we Commandant, DSMS, setting

Sarth och regulls 07t examhination and recommendations
heprone orn the acenmplishment of the DSAS mission,

CONMPOSITION

A, The board will be compused of thiree members ‘rom the
acadertic community,  three mernbers fron the defense
industry, ind three members from the general business
comrnunity,

P. The Commandant, DSMS, will nominate to the DSAMS Policy
Guidance Council new members of the Board based not only
upon his own considerations, but upon recommendations re-
ceived ‘rom members of the (ounc:l anc the Board itself.
Upon concurrence of the Council on the nominees, final ap-
proval will be obtained by the Councii's Fxecutive Secretary
throug® the Deputv Assistant Secretary (Administration) n
the ODfice of the Assistant Secretars of Defense (Comptrol-
ler).

C. The term of a Foard member will be two vears; however, a
one-vear extension will be granted upon submittal of the
Cha:rman's recommendations to the Commandant for his cen-
currence prior to submittal 1o the DSMS Policy Guidance
Council “or final approval.
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Continuation 7 i1l
D. The Cveirman of the Poard will be elected from 1ts member-
= ., subiect to appomntment by rhe Commandant, DSNS,
1. T Secretary ‘o the Poard wili be appointed ‘rom the DSMS
st bv othe Commandant, DRSNS,
.

V.

The Recording Secretarv of the DSMS Policy Guidance ¢ ouncil

will attend all meerings of the lioard as an observer, and wiiid
hove authority to adiourn anv meesing of the Foard which is not
ansidered 1o be in the public interest.

RATION

The Doard w:ll meet at lezst once each tiscal vear, but not

meoere than twice, to perform its examination and draft a report
containing the results of its examination and recommendations
to facilitate accomnplishment of the D5S)MS mission, The report
of the Poard will be submitted 1o the lixecutive Secretary of
the NDSAIS Policv Guidance Council through the Commandant,
DSAIS, not more than one month after each of 1ts meetings.

Fach meeting of the Poard will be limited 10 three davs in
,
L

No less than 30 days prior to each meeting of the Foard, tue
Commandant, DSMS, will provide a packet of information to
the Roard. This packet will contain, as a minimum, the date
and tentative agenda for the next meeting, and a report of the
actions taken bv the Commandant, DSJAS, since the maost re-
cent meeting of the Board,

The Secretarvtothe Board will provide the necessary adminis-
trative support to the Poard, duplicate the reports of the
Foard, and provide copies of the reports to the DSMS Policy
Guidance Council; the Commandant, DSMS; the Roard; and
others as appropriate,

Expenses of Board members, including consulting fees, trave!l
and subsistence, will be borne by the DSAIS,

The estimated annual cost of operation of th2 Board is
23,500 and less than one-quarter .nan-vear of full-time staff
support.




Mar 4, 75
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V. DURATION
The Paoard will terminate upon the completion of ite mission, or

no later than two vears following the filing of the charter, unless
prior to that time it is renewed by appropriate action,

VI, DATE CHARTER FILED

January 9, 1975
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COURSES PROVIDED BY THE DSMS

Gl CRAM PROSECT AMANAGEMENT COF KSE

i'vrnoge. The course is designed 1o educate selected military

“nd Civilian persannel in effective program projeci manage -
ment in the Departrment oF Defense syvstems acquisition man-
i ment envirornment., The resolution of program/projiect
s oaravement 1ssues 3 ceveloned *hrougha long-term manage-
ent simulation exercise, whach emphasizes the dvnamics
oo svrthesis, intecvacior,, and interpersonal relationships.
Yo Deseription, This course o7 not more than 138 davs will be
orovided o prepare selected intermediate level military
o ers and civilian personnel Tor assignments in program’
nroocecr manegenent. The students wiall be educatedin 2 broad
necirum ol program project managdgement activities throuth
i1t -mnorrunities o experiencs the 2c0tinns necessary in
U nrogram broject manascement (ssues, (2) manage-
sulation exercises, and (3) case studies. A close
cip will be maintained hetween the nroblems encoun-
litary programs projects and those pro-
vidter in the olassroom.  The course mav be substituted for
e cnarse at ‘he Armed Forees Statft College in tne case of
ara civilian personnel aspiring to careers in pro- '
‘uroject management; however, :hig dees not preclude
“hee Alilvtary Services from selecting and sending graduates
e DSMMS fo intermediate ar Righer professional military edu-
CATION C0urses,

CeTosl e Jurrent n

(", Fonoroilment, The course w:il Le offerod 1o

1. Those pors-ons “rom the Dol Components who are prom-
ng cand! es to hold senior positions In program
orocect management later i chelr careers and who now
4, nr oare selecred 1o hold, intermediate managern ent

DEeSITIoNnS 1T

a. Progcram protec aliices: or

toobunctional o77loes supporiing program ‘proect offi-

C 63 Or

¢, Higher ochelon wifices supervising programiproiect i
managenient. :

I, Selegred nersans in eoulvalent poasditions {rom other

Vederal agenc:=s gndd tie erense ndustiry on oa Shave-

~vailabie basis.

|
L.




Continuaii-e

II. FATOr T R RERET G COURSHDOIN PHOCGEAAN PROJECT

AL Purnose, The course -- mEanagers -- i
TS o irrer anc policy
cealing raent i : moqulisition

(S35ermingte new management approaches,

]

crve concents and methoas Qr program prolect man-
peemernt and 1o examine new develonrments that tave impor-

wrs rmnlicario ns Jor program nreoect managers.
¢ roltreent, The course vwill he oered to:
. PO enT, € COUrse wiil ne ottered to:

1. Phose persons from the Del) Comporents wheo hold, or

ure selecied to bal

4, A\ position of program prolect manager; or

L. A denury o eguivalent subordinate position to a pro-
grarm proiect nmanager; or

. The rank grare o (O-5 (militarv) cor G3-13 (eivilian)
or higher; and

(I 4 orincipal suvervisory level position ina pro-
vram project oifice or in a functional office
supporting a program prolect office; or

(2) A kev sta’” position in a high echelon office
responsible {orthe acquisition of defense systems.

[

Selecresd  persons  in equivalent positions from other
tederal agencies and the defense industry un a space-
available basis.

[H. ORIFNTATION IN SYSTEMS ACQUISITION FOR GENERAL F LAG

OF FICERS

AL Purpose,  The course -- ‘or selected Generals of the Army
and Ar [Force, Flag Officers of the Navy, and senior civilians
in each of the Alilitary Services -- is designed to familiarize
attendecs with defense svstems acquis:iion management and
to arguant them with the impact and imporiant implications
resulting “rert the aoriang o imterracing commands stalfs of

J

:
57 e Alilitury Services and the Department of Defense.

it

o




Centizae oo of 110,

V. Description, N seminar will be provided for senior
nersonnel whn buave not had prior experierce with the svs-
cemg acauisition procegs oY the Denarimen: of Defense but

whoge deries inter’ace with or impact upon the acquisition

nrograms of the Armv, Navy, or Atr Force. The offering
inot to exceed one week) ig designeqd to acquaint kev individ-
wals w:ith the Tunctions, responsibilit.es, and problems of

Dol) program prowect managers und 1o provide an orientation

on de’ense §vstems acguisition managament.

C, ¥Fnrolimenr, The course will he offered *o.

1. Those persons {rom the Dol) Components whe hold, or

are selected to hotd:

a. The rank of General or Flag Officer; or

. A senior v grade (GS-1A, GS-17, (CS-18 and

|SEPEREIRY .

(B

Seleced persons in equivalent positions from other Fed-
cral agencies on a space-available basis.

V. SPECIAL SHORT COURSES

Special short «ourses will Le provided, when the need is estab-
lished and approved, to disseminate new concents and methods in
program projecr managemen: anc respond to the needs of the Dol
Components. These courses will include those aimed at develop-
ing generalized sk:lls as well as individual professiona! skills
used in program project management,
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Department of Defense Directive

; SUBIJECT Design to Cost

Systems, " July 13, 1971

(b) Deruty Secretary =% Defense lismorandum for Secretaries
oI the Militery Departments and DSARC Principals,
"Design to Cost Objectives on DSARC Programs, ™
June 18, 1973 (hereby cancelled)

(¢) Deputy feccetary of Defense Memorandum for Secretaries
52 the Military Departments, "Application of Design

=0 Cost Mansasgement Principles to Subsystems and

Othor Than Major Weapen Systems," May 24, 197Th

- {her=by cancelled)

3 | (d) Dcl 7110-1-M, "Department of Defense Budget Guidance
3 i Manuel, " June 15, 1973

j (=) DcD Instruction 5000.2, “"Decision Coordinating Paper

'DCP) and the Defense Systems Acquisition Review

Council (DSARC)," Jsnuary 25, 1975

: (f) DcD Directive 5000.26, "Defense Systems Acquisition

3 Zeview Council (DSARC)," Jesnuary 21, 1975

3 (g) Joint Design tc Cost Guide (AMC T0O-6, NAVMAT P52ke,

: AFICP/AFSCP 80C-19) "A Conceptual Approach for

: rajor Weapon System Acquisiticn," October 3, 1973

5 : 1 Refs.: (a) DcD Dirsctive 50CC.1, "Acquisition of Major Defense
: !
i

3 I.  PURPOSE

; This Directive establishes policy and guidance on the applica-
- tion of Tesign to Cost principles tc the acquisition of defense

sys-ems, subsystems and components.
.3 TI.  CANCELLATIONS
Referenc.s (b} and (c) are nereby superseded and cancelled.

B III. APPLICABILITY AND SCOPE

The provisions of the Directive apply to the Office of the

. ! Secretary of Defense, the Organizatior of the Joint Chiefs of
\ Steff, the Military Departments, and the Defense Agencies
(hereinafter referred to collectively ag "DoD Components').
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VI.

Design te Cost aesign and mane oement princlples contained herein
enocmp&Ss the requirements of DD Directive 5000.1 (reterence (a))
for mujor d=fuense syrs-eme urd uhall be applied in the acquisition
of cefense systems, cubsyst-me, and components.

DEFINITIONS

A. Des’gn to Cosi. A mansgemwent concept wherein rigorous cost
zuals are estzblished curing development and the control of
systems custs {acouisition, cperating and support) to theze
goals is achicved by practical tradeoffs betveen operacional
capability, perrcrmence, cost, ani schedule. Ccost, as a key
design parameter, is acdressed on a continuing basis and as
ar inherent part of the development and production process.

B, Design to Cost Geal. A uspecific cost number, in constant
dollars, baced uptu & specitied production quantity and rate,
established early during system development as a management
objective and desigu parameter {or subsequent phases of the
ecquisition cyclie.

9]

Average Unit Flyaway Cost. The average unit flyaway cost
{equates to Reollaway and Sailaway; elated to the producticn
.f & useable cnd-ltem of military hardware. Flyaway cost is
defined in DoD Manual T7110.1-M (reference {d)) and includes
the cost of procuring the basic uait (airframe, hull, chassis,
etc.), & percenta; of basic unit for changes allowance, pro-
pulsion equiprent. electronics, armament, other installed
Government-furiished equipment, and nonrecurring production
costs.

D. Life Cycle Cost (2CC). Thne ICC of a system 1s the total cost
o the Governmen: of acquisiticn and ownership of that system
over its full life. It includes the cost of development,
acquisition, operation, support, and where applicable, disposal. :

OBJECTIVE

The objective of Desipgn to Cest is twofold:

A. To establish cost as a parameter equal in impcrtance with
technical requirements end scpedules throughout the design,
development, production, amd operation of weapon systems, sub-
systems and compofiéents.

B, Tc establish cost vlements as management goals for acquisition
managers and contractors to achieve the best balance between
life c;ucle cost, ecceptable performance and schedule.

POLICY

A. Design to Cost Concept

1. The Design to Cost ccncept establishes cost as a design

2
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parcpeter during a systom's design and dovelopirent phase and
proviites o cogt Alscipline to be uced tnrougalt wne scguisition
and cperation ot a system.

Lite cycle cost objectives shall Ve ~stubliched for cach acquisi-
tion =nd separated into cost >lements within the broad categories
or devwlcpment, production, cperation, nd support. As syctem
definition continues, the cost elozen's are Yirmed intce coct goals
to which the systemr will be descigned and ites cogt controlled.

During design und development, cosh requirements and the achieve-
ment of cost gosls will be evaluated with the came rigor as
technical rcogulirements and the achlevement o performance goals.
Practical tradeoffs betweer system ¢-pabllity, cost and schedules
must be continually examined fo insure that the cystrm developed
will have the owest life cycle ¢onst cepcistent with schedule and
pertormance rejuirements.

The cost goals established and "designed to" in the develcopment
phase will be =xtended into =nbsequent phases of the system's
life cycle. Production cost will be rigorously controlled to
the producticn goals.

As the syster iz Introduced, operatior and support cost goals will
be utilized to zontrol initisl outfitcing cesi, personnel, spares,
rowork, ete. In the operaticnal feedback process, change reqguests
generated by operaticnal usage and fed back to design engineering
will reflect t:z use of Design to Cost princigles and tradeoffs
necessary 1o insure the lowest cost is obtained to achieve accept-
able performance.

Design to Cost Goals

ll

Recause of the 2bility to more accurately estime'le production
costs and the supportive production cost data base available,
initial goals for Design to Cost shall be esiablisped in the form
of Aversge Uni: Flyaway (Rollawsy, Sailaway) cost. Programs to
strengthcn the data base of weapon system coperation and cupport
(C%S) cost shall continue. As the gbility to iranslate &5 cost
elements into “design to" requirements improves, Design to Cost
goals mzy be exiended into this area.

Although this initias goal uses a production cost element, the
mauagement objective during deelgn and development shall continue
to include the control cf fucure operating and support cost. The
major opereting end support cost factors shall have goals estab-
lished in the Sorm of measurable numbers (e.g., numbers of 0&S
pergonnel, reliability and maintainability factors, etc.) which
can be monitorsd quring test and ~valuation as well as in opera-
tion. These f=ctors shall have emphasis equal te other cqst
factors in acquisition cost managewment.
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Life c¢ycle cort estimates will be used as a basis for cost
“rade-off anz:yses when ccencidering coguisition versus (O&S
~-stls, comparing competing yprototypec or comparing current
versus new systems. They will also be used to focus management
atiention on the 0&S cost impact Of bringing the new system
into the operating inventory.

There will be a few exceptions when it may be appropriate to
propose goals based on other than flyaway cost, for example,

in programs v -re dsvelopment cost is & rredominant fraction

of the acquisition cost and production volume is extremely low,
In such cases, weapon system cost, procurement cost, program
acquisition cost or other cost categories defined in DoD Manual
7110.1-M (reference (d)) shall be uscd.

Goal Establishment

1.

An initial estimmte of the resources available for allocation
to the program shall be made and cost objectives established
during concept formulation. Likewise, the minimum essentisl
performance characteristics shall be quantlfied to avoid trade-
offs below that necessary to satisfy the ruquired operational
cepability. Each technically feasible alternative will be
snalyzed and cost/performance tradeoffs mgde to ensure selection
of the lewest life cycle cost solution. As soon as the system
is definitized to *the extent that cost asscciated with minimum
performance needed can be estimated with confidence, 8 firm
Design tc Cost goal shall be recommended for the program.

The recommended Deslgn to Cost goal should be a difficult but
achievable objective which should challenge designers, engineers,
and program managers to their best efforts. Care must be exer-
cised to ensurc the goaml ie properly selected; a goal which is
too high in relation to the required performance wastes money
and an excessively low goal sets the stage for cos. growth, buy-
ins, or unacceptable systems.

The recommended goal shall be included in the DCP in accordance
with DaD Instruction 5000.2 (reference (e)) and submitted as
part of the norma’l DSARC Review as zpecified by DoD Directive
5000.26 (reference (f)). Applicable rationsle to support the
goal (e.g., quantities, production rate, cost quantity relation-
ship (learning curve),_the spplicable escalation indices used,
and the O%S cost related factors, etc.) shall be included. The
recommended goal will be reviewed by the 0OSD Cost Analysis
Improvement Group (CAIG) and the DEARC advised on its achievebil-
ity. Recammendaticns shall be made to the Secretary of Defense
who will establish the official Design to Cost goal for the

progrem,

The Design to Cost goal shall be established before program
initiation (DSARC Milestone I) or at the earliest practical

date thereafter, but in no case later than entry into full-scale

L
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d-velopmens {L3ARC Milestone I1). Once =stablished, the goal
pecome: & hig.ly visible cosi geal sgainst which, in lerge
msure, the muccess of the nrogram and the cost porformance

o. *he DED Cormonent and program mansger Bre measured.

7 tim during the cerduct of a program, subsenuent to the
nment 2f a Design to Cost goal, Lhe progrem manager
omlnad thst the goal cannct be met, the Head of the Cognirzant
smprpent Snall notify the DSAKC Chaisman explaining the
: v inerease and recommended ~liternative courses of

o
'

Any cnange o an established Design to Cost goal must be approved
Ly ik: Secretnry of Defense, nonrally after review and recommenda-
ticn by the DSARC. However, they will geunerally be approved only
for major cha-ges in progsam structure or mission requirements,
for chuanges waore a significant demonstrable reduction in life
eycls: oosts can be echieved, or for other program changes beyond
tne conirul ©f the program manager or Dol Compcnent.

Exemptionc

Sxempticnc could occur for those very few programs which, for reasons
of naticnal securiwy, have performance or schedule goals that take
priority over cost goals. The DSARC will review DoD Component pro-
rosals and recommend the extent to which exemption from Design to
Cout should be aprroved for any major program where the usually
applicable unit cost goels are inappropriate.  Exemptions shall only
be authorized by ~he Secretary cf Defense.

Life Cycle Cost

1. A life cycle <onet estimate shall be made at the initiaetion of the

validation ph=se or at the earliest practical date thereafter by
using, for exomple, cost model ejuaticns., Example celculations
are given in the OSD Cost Analysis Improvement Group 0&S Costing
Guides. These estimates will be updated prior to the initiation
cf the full-scale enginzering development phase and the production
phase of the ~rogram.

2. Programs beinf conducted in accordance with Design to Cost Con-
cepts shall be reviewed periodically {at least each DSARC mile-
stone or equivalent program phase) on & life cycle cost basis,

The review, conducted by the DSARC for programs so designated

cor held at a level above the program manager, should include the
effect of specific elemsnts in the life cycle cost management
spproach such ns source selection factors, contract incentives,

end use of cost models and warranties. Special emphasic will be
placed on their effects in achieving better than the minimum
specified reliability, maintainability and operaticonal availability

Lt BRI e I BT e (e e m-u\]



2. > in Implementing 2nt z=talining ezign 1o TLst g-als
Wl ll Le: reviewed at ¢ = 0 program milestone and LCP review
reauired by DoD Instricticn $5C00.2 freference (=)) ané Dcb
T.rective S5000,26 (reference (£);.

Z. wWithin troe limite ¢ =n individuazl program:

&. The spplication ¢ Design to Cost shzll be tailored to partic
ulsr program resuvirements ancd chearacteriztics In a manner
mesn edvantageous o the program.

: mented into &ll phases of the
Dcs;gn te Cc,su Guide (reference (
e for such implementation.

ubsycs*tem and component goals may bte made subje
. air*c of the oversll Design tc Cost goel. All
subordinate gJa__ chall be reconcilable to the cversall vrogram

4, Provisions for Design to Cost principles and goals Incluading
measurable goalt Zor 0&S cost related fazctors shell be included
in requests for rrcpoeais and contrects in terms which are
auditable, contrattually enforceable anc meaningful Lo beth
the: contracior api the Governnent.

Systems Below DOARC Thr:snclds

4

The Design to Cost princfbles herein have been illustreted in their
application tc major system acguisitions, however, the management
and procurement principler are equally valusble and shall be applied
to the acquicition of sys-.<ms below the DSARC threshold, subsystems,
and components., Design tc Coist goals shall be established and con-
trolled within DD Camponcn“ts for these systems in a similsar manner
us describted herein, Approval authority for cost goals amnd coanges
te the gomals will he main~ained at a management level above the pro-
gram or cubsystem manager.
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SFTECTIVE DATE

Coo s avin autherity snd re;pcnsfhflity for the
n -7 iclence weapom systems, suhsystome, and components

'S and trocedures rir rviewing acguisition
DSARC Zovel end veriwiically assess uh
te Cost goals wne neguicziiion
(Se2 zeetion ©I17I,)

CrCproiT omc

Jcint Design 1o Coet Guids (referenc: (g)) is kept
revisions reflect the current =pplication of

co3t Az well as the provisions o this Directive,
Cost implementatisn ~xpariene 1o collected, tre

wrned shell be summsirizea In future revisions of

035D staff will ~on'inue to support this elfort.

L IMPLEMENTATICN

A.

3

This Dive~~ive is oftective jmmedistely. DU¢D Components snall
*rxnbm-. ~hl3 Direciive to all crganizetions and activities
nvely i'ense development and acquisit‘on; no further
;mpignmnti;f dzcuments other tnan thuse r<quired in zubsc-<ion

VIII.C. &are necessary.

s adleisae

-

all incorpcrate the provisions of this

90 days and snall ve updated on & periodic
sl OST management oXxperience.,

1]
e
1
&1
O
2

¢f the documents implementing subsecilion VILLA
2cquisition progreams below DSARC levels) shall be
ro Lhe Directjp of Tefense Re arch anc Fagineering

? Q\L‘V\-&v

puty Secret:my o7

; mua
LPY 3.




{m‘ EXECUTIVE OFFICZ 5F THE PRESIDENT
£1z OFFICE OF MANAGT'AZNT AND BUDGET

’\—_ WASHINGTOM. D.C. 20503

AFPHIDIN N
April 5, 1976 CIRCULAR NO. A-109

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SURJECT: Major System Acquisitions

1. Purpose. This Circular establishes policies, to be
followed by executive branch agencies in the acquisition of
major systems.

2. Background. The acquisition of major systems by the
Federal Government constitutes one of the most crucial and
expensive activities performed to meet national needs. Its
impact 1s «critical on technology, on the Nation's economic
and fiscal policies, and on the accomplishment of Government
agency missions in such fields as defense, space, energy and
transportation. For a number of years, there has been deep
concern over the effectiveness of the management of major

system acquisitions. The report of the Commission on
Government Procurement recommended basic clanges to improve
the process of acquiring major systems. This Circular 1is

based on executive branch consideration of the Commission's
recommendations.

3. Responsibility. Each agency head has the responsibility
to ensure that the provisions of this Circular are followed.
This Circular provides administracive direction to heads of
agencies and dcoes not establish and shall not be construed
to create any substantive or procedural basis for any person
tco challenge any agency action or inacticn on the bhasis that
such action was not in accordance with this Circular.

4. Coverage. This Circular covers and applies to:

a. lanagement of the acquisition o¢f major systems,
including: °® Analysis of agency missions ° Determination of
mission needs ° Setting of program  objectives °
Determination of system requirements ©° System program
planning ° Budgeting ° Funding °® Research ° Engineering °
Development ? Testing and evaluation ° Contracting °
Production ° Program and management control ° Introduction

(No. A-109)
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of +h. syster Into use cor otherwise successful achievement
of program ol iectives.

b. .7 osrograms for the acquisition of major systems
even though:

(1) The system is one-of-a-kind.

(2) The agency's involvement in the system |is

linited to the development of cemonstration hardware for
ovticnal use by the private sector rather than for the
azency's own use,

5. Defiritions, As used in this Circular:

a. Executive agency (hereinafter referred to as agency)
reans an executive department, and an independent
establishrent within the meaning of sections 101 and 104(1),
respectively, of Title 5, United States Code,

*.  Acency component means & major organizational
subdivision of an agency. For example: The Army, Navy, Air
Force, anéd Defense Supply Agency are agency components of
the Department of Defense. The Federal Aviaticn
Administration, Urban Mass Transportation Administration,
and the Federal Highway Administraticn are agency components
of the Depertment of Transportation.

c. Agency missions means those responsibilities for
meeting national needs assigned to a specific agency.

d. Mission need means a required capability within an
agency's overall purpose, including cost and schedule
considerations.

e. Program objectives means the capability, cost and
schedule goals being sought by the system acquisition
program in response to a mission need.

f. Program means an organized set of activities
directed toward a common purpose, objective, or goal
undertaken or proposed by an agency in corder to carry out
responsibilities assigned to it.

g. System design concept means an idea expressed in
terms ot general performance, capabilities, and
characteristics of hardware and software oriented either to

(No. A-109)



cperate or to be opcrated as an integrated whele in meeting
a mission need.

h. Major svstem means that combinaticrn of elements that
will function touether to produce the capabilities reguired
to fulfill a mission need. The elements may include, for
example, hardware, cguipmen%t, software, construction, or
other improvements or real preperty. Major system
acguisition programs are those programs that (1) are
directed at and critical to felfilling an agency mission,

entall the allocation of relatively large resources, ana
3 warrant special managerent attention. Additional
ria and relative dollar thresholds for the
mination ¢f agency rprograns to be considered major
ms uncer the purview of this Circular, may be
lished at *+he discretion of the agency head.

oo HO

icrn process means the seguence of
ies starting from the agency's
: ts mission needs, with its capabilities,
and resources, and extending through the
ion o0f a system 1into operatioral wuse or the
e successful achievement of program objectives.

j. Life c¢ycle cost reans the sum total of the direct,
indirect, recurring, nonrecurring, and other related costs
incurred, or estimated to be incurred, in the design,
development, production, operation, maintenance and support
of a major system over its antic:pated useful life span.

6. General policy. The policies of this Circular are
designed to assure the effectiveness and efficiency of the
process of acguiring major systems. They are based on the

general rolicy that Federal agencies, when acquiring major
systems, will:

a. Express needs and program objectives in mission
terms and not equipment terms to encourage innovation and
competition in  creating, exploring, and developing
alternative system design concepts.

b. Place emphasis on the initial activities of the
system acquisirtion process to allow competitive explcration

of alternative system design concepts in response to mission
needs.
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c. Cecrmunicate with fTcngress early 1in  the system

i process by relatinrg maior svstem acguisition

> T cency mission nea2ds. This communicatien should

follnw <he reguirerents cf 0ffice of MManaderent and Budget

(OMB rcular No. A-10 concerning informaticn related to
bucget estimates and related materials.

d. Establish clear lines of authority, responsibility,
and accountability for manacement of major system
acguisition programs. Utilize awroropriate managerial levels
in deciciconmaking, and obtain agency head approval at key
decisicn points 1in  the evolution of each acquisition
program.

e. Desgignate a focal point responsible for integrating
a unifving the system acguisiticn manacement process and
monitorinag pelicy implementation.

ly on private industry ir accordance with the
azlished by OMB Circular YNo. A-76.

[Vl
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7. Major system acquisition management objectives, Each
agency acquiring maior systems should:

a. Fnsure that each major system: Fulfills a mission
need. Operates ffectively in 1ts intended environment.
Demonstrates a 1eve; of performance and reliability that
justifies the allocation of the llation's limited resources
for its acguisition and ownership.

. Depend on, whenever economically bereficial,
competition Letween similar or differing system design
corzepts throughout the entire acguisition process.

C. Insure appropriate trade-cff among investment costs,
ownership costs, schedules, and performance characteristics.

d. Preovide strong checks and balances by ensuring

adequate s;stem test and evaluation Conduct such tests and
evaluaticn indepei.dent, where pract Lcable, of developer and
user.

e, Accomplish system acquisition planning, built on
znalysis of agency missions, which implies appropriate
resource allocation resulting from clear articulation of
agency nission needs.

(No. A-109)
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I. Tallor an acgulsition strateygy for cach prcaram, as

soon &f the agency decides to solicit alternative system
_, design <ccncepts, that could lead to the acquisition of a new
major syste“ and refine the strategy as the program proceeds

through +the acquisitiion process. EFrcompass test and
evaluation c¢riteria and business management considerations
. in the strategy. The strategy could typically irclude: °

Use of <+he contracting process as an imgortant tool in the

accuisition program ° Scheduling of essential elements of

the accuisition process ° Demonstration, test, and

evaluaticn criteria ° Content of solicitations for proposals

g ° Decisions cn whom to solicit ° Methods for obtaining and

sustaining competition ° Guidelines for the evaluation and

s acceptance or rejection of proposals ° Goals for design-to-

3 cost ° Methods for proiectinug life cycle costs ° Use of data

i rights ° Use of warranties ° Methods for analyzing and

evaluating contractnr and Covernment risks ©° XNeedé for

ceveloping contractor incentives ° Selection of the type of

coritract best suited for each stage ir the acguisition
process ° Adminis*ration of contracts.

g. Maintain a capability to: ° Predict, review, assess,

neagotiate and monitor costs for system development,
encineering, design, demonstration, test, production,
operatior and sugport (i.e., life cycle costs) °® Assess
acguisition cost, schedule and performance experience
acgainst predictions, and provide such assessments for

consideration by the agency head at key decision points °
Make new asscssments where sionificant costs, schedule or
performance variances occur ® Estimate life cycle costs
during system design concept evaluation and selection, full-
scale development, facility conversion, anéd production, to
. ensure appropriate trade-offs among investment costs,
: ownersiip costs, schedules, and verformance ° Use
independent cost estimates, where feasible, for comparison
purposes.

8. Management structure.

a. The head c¢f each agency that acqu*res major systems

$ -3
will Jdesignate an acguisition cxecutive to *“Leg.abe and

unify the management process for the agency's major system
acquisitions and tc monitor implementation of the policies
and practices set forth in this Circular.

b. Each agency that acquires--cr is responsible for
activities leading to the acquisition of--major systems will

(No. A-109)
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estabhlish clear lines of autheristy, respeonsibility, and
aczoun+*akility for management of its major system
acguisizion programs.

c. Each agency should preclude manegement layering and
placinc reporting proceduces and papervwork reguirements on
progran managers a:.d contractors.

d. A pregram manager will be designated for each of the
agency's maior system acquisiticn programs. This
designation should be made when & decision is made to
fulfill a mission need by pursuinc alternative system design
concepts. It is essential that the prcogram manager have an
understanding of user needs and constraints, familiarity
with development princinles, and requisite management skills

and experience. Ideally, management skills and experience
would include: ° Research and development °© Operations °
Engineering ° Ccnstruction ° Testing ° Contracting e
Prototyping and fabricaticrn of complex systems ° Production
® Business ° 3Budgetinag ° Finance. Vilith satisfactory
performance, +*he tenure of the program manager should be
long enouch to provide continuity and personal

accountability,

e. Upon designation, the program manager should be
aiven budget guidance and a written charter onf his
auvthority, respensibility, ard accecuntability for
accomplishing. approved program obiectives.

f. Agency technical management and Government
laboratories should be considered for participation in
agericy mission analysis, evaluation of alternative system
design concepts, and support of all development, test, and
evaluation efforts.

g. Acgencies are encouraged to work with each other to
foster technology transfer, prevent unwarranted duplication
of technolocical efforts, reduce system costs, promote
standardization, and help create and maintain a competitive
environment for an acauisition.

9. Key decisions. Technical and program decisions normally
will be made at the 1level of the agency component or
operating activity. However, <he following four key
decision points should be retained and made by the agency
head:

(No. A-109)
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a. Identification and definition cof a specific mission
reed t: be fulfilled, the relative priority assigned within
the agency, and the ceneral magnitude of resources that may
be invested.

L. 3Selection of competitive system design concepts to
be advanced to a test/demonstration phase or authorization
to proceed with the developmernt of a noncompetitive (single

concep%! system.

c. Commitment of a system to full-scale development and
limited production.

d. Commitment of a system to full production.

10. Determination of missicn needs.

a. Determinaticn of mission need should ke based on an
arnalysis of an agency's mission reconciled with overall
capabilities. priorities and resources. When analysis ¢f an

agency's mission shows that a need for a new major system
exists, such a need should not ke defined ir equipment
terms, but should be defined in terms of the mission,
purpose, capability, s&gency components involved, schadule
and cost objectives, and operating constraints. A mission
need may result from a deficiency in existing agency
capabilities or the decision to establish new capabilities
in response to a technologically feasible opportunity.
Mission needs are independent of any particular system or
technological solution.

b. Where an agency has more than one component
involvedq, the agency will assiagn the roles and
responsibilities of each component at the time of the first
key decision. The agency may permit two or more agency
components to sponsor competitive system design concepts in
order to foster innovation and compctition.

c. Agencles should, as required to satisfy mission
responsibilities, contribute to the technology base,
effectively utilizing both the private sector and Governmant
laboratories and in-house technical centers, by conducting,
supporting, or sponsoring: ° Research ° System design
concept studies ° Proof of concept work ° Exploratory
subsystem development ° Tests and evaluations. Applied
technology efforts oriented to system developments should be
performed in response to approved mission needs.

{No. A-1C9)




11. Aliernative svs<ems,
i

a. Anl*ternative system design ccncepts will be explored
within <he context of the agency’'s miegsion need and program
ohiectives--with emphasis n  c¢enerating .nnovation and
concer+tual conpetition from industry. Benefits to Dbe
derived should be optimized by compatitive exploration of
alternctive system design concepts, and trade-offs of
capability, nchedule, and cost. Care should be exercised
durina +he initial steps of the accuisition process not to
conform misz.on needs or program oblectives to any known
cystems or products that might foreclose corsideration cf
alternatives.

b. Al%tsrnative system design concepts will be solicited
from a broad base of qualified firms. 1n order to achieve
the nmnost prefeirred system sclution, emphasis will be placed
on innovation and competition. To this end, participation
of smaller andéd newer businesses should be encouraged.
Ccncepts will be primarily solicited fyom private industry;
ard when beneficial to the Coverrment, foreign technology,
and eguipment may be considered.

¢. Federul laboratories, federally funded research and
development centers, educational institutions, and other
net-for-prefit organizations may also be considered as
sources for competitive system design concepts. Ideas,
concep+«s, or technology, developed by Government
laborateries or at Government expense, may be rade available
o private industry through +the procurement process or
through other-established procedures. Industry proposals
may be made on the basis of these ideas, concepts, and
technology or on the basis of feasible alternatives which
the proposer considers superior.

d. Research and development efforts should emphasize
early competitive exploration of alternatives, as relatively
inexpensive insurance against premature or preordained
choice of a system that may prove to be either more costly
or less effective.

sea
eti

€. Requests for alternative system design concept
proposals will explain the mission need, schedule, cost,

capability oblectives, and cperating constraints. Each
offeror will be free to propose his own technical approach,
cain design  features, subsystems, and alternatives to

schedule, cost, and capability goals. In the conceptual and

{No. A-109)
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less tpan full-scale development stages, contractors shoulad
not  bo vesericted by detailed Sovernment specifications and

stanrar

f. Szlections from competirng system design concept
propcsals will be based on a review by a team of experts,
preferaktly from inside and outside the responsible component
develcepment organization. Such a veview will consider: (1)
Proposec system functional and performance capabilities to
meet migsion needs and prcgram okijectives, including
rerources reguired and benefits to be derived by trade-offs,
where feasible, among technical performance, acquisition
costs, ownership costs, time to develop and procure; and (2)
The relevant accomplishment record of competitors.

g. During the uncertain pericd of identifying and
exploring  alternative system design  concepts, ccntracts
covering relatively shorc time periods at planned d-llar
levels viill be used, Timely technical reviews of
alcernative system design ccncapts will be made to effect
the orcderly elimination of those least attractive.

h. Contractors should be provided with operational test
conditions, mission performance criteria, and life cycle
costv factors that will be wvsed by the agency in the
evaluatior. and sclection of the system(s) for full-scale
development and production.

i. The rarticipating contractors should be provided
with relavant gperational and support experience through the
prograin mandaer, as necessary, in developing performance and
other requirenents for each alcernative system design
concept as tests and trazde-~-offs are made.

j- CTevelopment of subsystems that are intended +to be
included in a wmajor system a-juisition program will be
res r.:ted to less than fully desiyned hardware (full-scale
develcpment) untii tre subsystem 1s identified as a part of
a sister candidate for full-gcale development., Exceptions

nay ve  a2uthorized bv the agency head if the suhsystems are
lony lead time items that fulirill a recngnized generic need
or 1f they have a high potential fer common use among
coveral existing or future systems,
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. : syeten acguisiticn worovrams will be structurad
and roscourcas planned fo Jdencnstraie and evaluate  competing
slternati—e  syster d:isign coencewis that have bheen solected.
Tweortions  may ke outhorized Ly the  agency hezd if
Cormcnzuration 15 oL feasitle.

-

c. Fevzleopnent of a single systeom design  concept  that

has  net  hbeen competitively  sclecterd should be considered
nly if justificd by factors such as urgency of aeed, or by

o] 1 3

the Dhysihal and financial iwpract;callty of qnmonstrating
alternatives. Froceeding with the developrent of a
noncorpet\tivo (singl= concept) system may be authorized by
the agency  neaw. Strong acency prOH’am ranacerent  and
technical diraclion should be uscd for systems that have
tmen nelther competitively selected ner demonstrated.

b=

3. Fa.l-scale development and production.

a. Full-scale develotmen':, including limited
oroduction, ma” ke av ] agency's misvieon need
annd  program otjmcti.es are reaffirned and conpatitive
demonstratiorn results  verify thot the chosen syscem design
concept{s) 1s <ound.

b. Full preducticn may ke aprroved when  the  agency's

mission nrweed and prearam cbjectives are roea'fitned and when
3VELCMm rerfarmonce has boen sati=factorily tested,
independent o Lhe agency dcvelcpnont and user
~rganizaticons, and cvalnaled in an envirvronment that  assures
demonscraticon in exp2cted operationeal conditions.
Tneeptions to indepenfant testing ray ke authorized ky  the
ncenoy head under  such clrcumstanuos  ~2 0 physical o

¢ -
finarcial impracticabolity or oxtreme argaoncy.

cf a system(z) nd

oduchi

A tad o . Lol g L
systor performance moasuvroed 2gaingt curveat rissicon
rogram obloctives, (2) on oercctuation of  cstipabed

H
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acquisioicn  and  ownership  costs. e (2) such factovs as
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contra: tor(s) demonstrated anagement, financial, and
technical capabilities to meet prcgram objectives,

4. The program manager will monitor system tests and
contracter progress in fulfilling system performance, cost,
and schedule comritments. Significant actual or forecast
variances will be breought to the attention of the

approgriace management authority for corrective action.

14. Budgeting and financing. Beginning with FY 1979 all
es will, &as part of the budget process, present
s in terrs of agency missions 1in consonance with
n 201(1) of the Budcet and Acccocunting Act, 1921, as
by Zection 601 of the Congressional Budget Act of
, and 1in acceordance with OMB Circular A-1l1. In so
g, the agencies are desired to separately identify
earch and development funding for- (1) The general
hnology base in support of the agency's overall missions,

The specific development efforts in support of
ernative system design concepts to accomplish each
ion need, and (3) Full-scale developments. Eaclh agency
d ensure that research and development 1is not
undeSLrably duplicated across its missions.
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15, Information to Congress.

a. Procedures for this purposc will ke developed in
conjunction with the Cffice of Management and Budget and the
various committees of Congress having oversight
responsibility for agency activities. Beginning with FY
1979 budget | each egency will inform Congress in the normal
budget process about agency missions, capabilities;
deficiencies, and needs and objectives related to
acquisition programs, in consonance with Section 601(i) of
the Congressionai Budget Act of 1974.

b. Disclosure of the basis for an agency decision to
proceed with a single system design concept witheout
competitive selection and demonstration will be made tc the
congressional authorization and appropriation committees,

16. Implementation. All agencies will work closely with the
Cffice of Management and RBudget in resolving all
implementation problems.

17. Submissiors to Office of Management and Budget,
Agencies will submit the following to OMB:

(. A-109)
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a. Policy 4direccrives, regu:a*ions, and guidelines as
they are issued.

h. wi2thin six months after the date of this Circular, a
tire-phased action plan for reeting the requirements of this
Circular.

c. Periodically, the agency appraved exceptions
permitted under the provisions of this Circular.

This information will be used by the OMB, in identifying
major system acguisition trends and in monitoring
implementations of this policy.

18. Inquiries. All questicons or inguiries should be
submnitied to the OMB, Administrator for Federal Procurement

Policy. Telephone number, area cocde, 202-395-4677.

g Sy,

HUGH E. WITT
ADMIMNISTRATOR FOR
FEDERAL PROCUREMENT PCLICY

pproved:
v
%,/4___
¢

/ /  JAMES T. LYNN
bf DIRECTOR

(No. A-109)
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Draft dated 27 July 1976
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APPENDIX N NUMBER 5000.30

DEPARTMENT OF DEFENSE DIRECTIVE

SUBJECT Defense Acquisition Executive
%‘ Refs,: (a) Office of Management and Budget Circular A-109,
3 "Major System Acguisition " April &, 1976
4 {b) DoD Directive 5000,1, "Acquisition of Major Defense
) Systems,"

I. GENERAL

Pursuant to the authority vested in the Secretary of

Defense and as directed by the provisions of Paragraph

& 8A of reference (a), the Defense Acquisition Executive

| 4 shall have the responsibilities, functions and authorities
i as orescribed herein,

- 3 1. RESPOUSIBILITIES

A. The Defense Acquisition Executive is the principal
advisor and staff assistant to the Secretary of
Defense for the acquisition of defense cystems and
equipment,

B. The individual who will serve as the Defense Acquisi-
tion Executive during any given time period will be
so designated by the Secretary of Defense,

IT1, FUNCTIONS

Under the direction, authority and control of the Secretary
of Defense, and in coordination with the functional
Assistant Secretaries of Defense, the Defense Acquisition
Executive shall perform the following functions:

A, Integrate and unify the maragement process, policies
and procedures for major defense system acquisition,

B. Monitar the implementation of the policies and practices
in the Circular A-109, reference (a), and in the system
acquisition policies of the Secretary of Defense,
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Iv.

Coordinate the development of integrated investment

<)
.

planrina for the DoD to assure the continuity of decisions

between the conceptual, development, production and

operational phases of the acquisition of defense cystems,

D. Coordinate acquisition investment planning with the
Deferse Planning and Programming Guidance (DPPG), the
®lanning and Programming Guidance Memorandum (PPGM),
and the Planning, Programming, Budgeting System (PPBS}.

E. Serve as the permanent Chairman of the Defense Systems
Acquisition Review Council, (DSARC), reference (b).

F. Strengthen the basis for the Secretary of Defense's
decisions at the four key acquisition milestones by
assuring that the requirements and viewpoints of all
functional areas involved in system acquisition are
full consideratior during DSARC deliberations, and are
prooerly inteqrated in the DSARC recommendations sent
to the Secretary.

G. Approve after consultation with the other DSARC members,

exceptions to the policy of completing the Decision
Coordinating Paper (DCP) processing, DoD Instruction
5000.2, prior to DSARC/(s) SARC review.

H. Assure that program managers are assianed when acquisition

programs are initiated.

1. Assure that key acquisition personnel have long-term
experijence in a variety of Government/Industry system
acquisitior activities and that career orograms have
been instituted which enlarge nn that experijence.

J. Perform such other duties as the Secretary of Defense
may assign.

RELATIONSHIPS

A, In the performance of his functions, the Defense
Acquisition Executive shall:

1. Coordinate the actions of the various 0SD offices

as they carry out their assigned responsibilities
in major Weapon System Acquisition,

having collateral or related functions in the field

2z, Coordinate actions, as dppropriate, with the military
departments and other Department of Defense agencies
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0% iz assigned responsibility.

L2

“ajitain active liaison for the exchange of information
and advice with the military departments and other
Departmert of Defense agencies.

4, Consult with the Joint Chiefs of Staff on the inter-
action of system acquisition with operational strategy.

5. Maintain active liaison with the Office of Federal
Procurement Policy in matters concerning system
acquisitior policy.

6. Encourage the raintenance of active liaison with
appropriate research and development, system design,
crocurement, logistic and environmental services
agencies outside the Department of Defense, including
private business entities, educational or research
institutions or other agencies of government.

7. Make full use of available resources in the office of the
Secretary of Defense, military departments and other
Department of Defense agencies rather than unnecessarily
duplicating such capabilities.

[#2)]

. The Secretaries cf the military departments, their
civilian assistants, and the military personnel in
such departments shall fully cocperate with tre Defense
Acquisition Executive and the 0SD staff in a continuous
effort to achieve efficient administration of system
acquisition activities in the Department of Defense,

AUTHORITTES

Tne Defense Acquisition Executive, in the course of exercising
the staff functions in his assigned field, including those
enumerated in Secticn I11 above, is hereby specifically
delegated authority %o:

A. TIssue instructions and one-time directive-type memoranda,
in writing, appropriate to carrying out policies approved
by the Secretary of Defense for his ascigned fields of
responsibilities in accerdance with DoD Directive 5025.1,
subject: DoD Directives Systems, March 7, 1961, Such
fnstructions anc mnemoranda tc the military departments
will be {issued through the Secretaries of those departmunts
or thelir designees,




8. Obtain such reports and information and assistance from
the military departments and other Department of Defense
agencies as may be necessary to the performance of his
assigned functions.

+ 3 VI, SFFECTIVE DATE
é This Directive is effective immediately.




