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IMPROVING THE DEFENSE ACQUISITION SYSTEM AND
- REDUCING SYSTEM COSTS

j- MI . OBJECTIVES:

The Deputy Secretary of Defense memorandum LA%tcchment-4)‘C
initiated a 30-day DoD effort to identify and assess options
for major improvements in the acquirition process and to make
recommendations by 30 March 1981. The memorandum requested
specific, workable recommendations that would provide immediate
improvements, as well as longer term actions where necessary.

The priority objectives of the effort are to reduce acquisition
cost, reduce acquisition time, increase program stability, and
assure integration of acquisition systems decisions with PPBS
decisions. The overall goal is to assure we are buying adeguate
quantities of high priority operationally useful systems, while
eliminating low priority programs.

The options and recommendations developed were to be consistent
with:

iy
ré) Increased participatory management involving the
- Services and the Secretary of Defense staff, working
together,

‘;3> Integration of improved long-range planning into
\ acquisition decisionsja“é

o> Increasing industrial preparedness which is being
separately addressed.ﬁi‘__“

As directed in the tasking memorandum, we have obtained recom-
mendations reflecting industry's viewpoints through the National
Security Industrial Association (NS1A) and the Council of
Defense and Space Industrial Associations (CODSIA). (Attach-
ment 3) Additional industry ideas were obtained through con-
sideration of the many previous studies (e.g., Defense Science
Board 1977 Summer Study whizh included industry views). The
CODSIA provided a cro-s-section of Industrial views representing
nrime and subcontractors., large and small companies, and military
systems covering aerospace, electronics, ships, computers, and
combat vehicles.

II. APPROACH:

A Steering Group, chaired by The Executive Assistant to the
Deputy Secretary of Defense, was established ard met to

discuss purpose, scope, objectives, and organizztion of the
effort. The Steering Group appointed a Working Group with
representatives from the Services, 0SD staffs and the Logistics
Commands. Terms of Reference and Guidelines were provided to
the Working Group (Attachment 2).




. The Working Group was organized into five teams:

Team A - Reduce Acquisition Cost

Team B -~ Shorteu Acquisition Time

Team C - Impruve Weapon Support and Readiness
Team D ~ Improve DSARC Process

Team E - Multi-year Procurement

A full report from each team is provided. The major recom-
mendations and issues that resulted from each team's efforts
are presented in this Summary Report. The teams were charged,
in the first week, to inventory and summarize recommendations
for improvements from recent internal and external studies and
reports from their own staffs. :

The teams were directed to classify'all major recommendations
as follows:

' O Whether the impact will be near or long-term.

© Which of the recommendations are of the highest
priority based on the overall impact.

© whether the recommendations can be implemented
internally in DoD, or require OMB or Congressional
approval.

A number of reports were reviewed to record and review industry
views on the Dol acquisition process. A recently completed Navy
study provided up-to~date information. The Council of Defense

. and Space Industrial Associations provided, on short notice, a
dozen key industry officials on Thursday, March 26th. They re-
viewed the team reports with team leaders and provided their
views. Attachment 3 contains the 10 major recommendations from
industry. They are the key recommendations culled from numerous
industry reports, the meeting of the Working Group teams and
industry representatives and recent correspondence from industry
representatives.

I1Y. CONTENT AND ORGANIZATION OF REPORT

The report of the Steering Group consists of this Summary Report
containing a brief discussion of the current acquisition process,
a summary of major problems with the current system, a listing
of major recommendations to improve the process and a number of
wajor issues needing further discussion before action is taken.

. The five attached team reports contain a lengthier discussion
. of the major proposals for improvement. The Steering Group
reached general agreemert on the recommendations presented.
The issues listed in this Summary Report are those on which
tne Steering Group did not agree and contain options for
discuscion and decision.




IV. CURRENT ACQUISITION SYSTEM

A. DESCRIPTION

The acquisition process policies are embodied in DoDD
£020.1, Major System Acquisitions, which incorporated OMB
Circular A-109. The major thrusts of the current DoDD 5000.1
are to formalize the acquisition process for major systems
using four milestone decision pointe, encourage the Services
to e.ercise flexibility that would tailor the milestone phases
and permit concurrency, streamline documentation used in the
milestone review process, and elevate the importance of
supportability concepts. Milestone decisions are the only
f:,.-mal reviews made by the Secretary of Defense.

Milestone SecDef Decisions

0 Approval of Need, authorization to enter

concept exploration phase

I Selection of alternatives, authorization

to enter advanced developmant or demon-
stration/validation phase

II Sz2lection of alternative(s) for development,
authorization to enter Full Scale Develop-
ment (#SD) phase (including limited produc-
tion for cperational Test and Evaluation (OT&E)

III Authorization to proceed into Full Production

and deployment

This four-phase generalized model is not intended to be
rigidly followed in a sequential manner. The major systems
acquisition directives encourage tailoring of the process,
combining or skipping phases and milestones when this makes
sense.

The Defense Systems Acguisition Review Council (DSARC)
chaired by USD/R&E), is the advisory body to SecDef which
conducts the necessary review, recommends appropriate action
to Sechef, and monitors implementation. The DSARC normally
meets at Milestones I, II, and IIL or when a significant cost/
performance thieshold is breached. At Milestone O the MENS
documentation is staffed through the DSARC members without
requiring a DSARC meeting.

The key documents supporting the DSARC are the Mission-
Element Needs Statement (MENS) for Milestone 0 only, Decision
Coordinating Paper (DCP), and Integrated Program Summary (IPS)
for Milestones I, II, and III.

Pl




Documents

MENS

Description/Purpose

- Five-page cdocument supporting Milestone 0,

defines mission area deficiency, current
capabilities, support and funding con-
straints, and resources and schedule to
meet next milestone

DCP Ten-page executive summary docume it support-
ing Milestones I, II, and III; summarizes
alternatives, issues, and decision needed;
contains goals/thresholds, resources, and
ICC estimates

IPS Sixty-page document supporting acquisition
plan. for systems )ife cycle. Individual
sections are devoted to resources and
support areas (e.g., logistics, manpcwer,
training, etc.)

The DSARC reviews only major systems, i.e., systems of
special interest to the Secretary of Defense and declared "major"
by placement on the SecDef list of major programs. MENS are
reviewed for programs which project costs in excess of $100M
(FY 80 dollars) RDT&E or $500M (FY 80 dollars) in procureme.t.
There are currently 52 major programs in the DSARC process and
30 approved MENS (of these, 14 are included in the 52 current
major systems). On a dollar basis, the DSARC major systems
account for approximately 30 percent of the Serxrvices RDT&E .
account and approximately 45 percent of the procurement
account. '

R. EVOLUTION (see Figure 1)
1650's
- Service control, little or no Secpef involvement

Early 1960's’

- Secretary McNamara believed Services were starting
FSD prematurely, and there was too much overlap in
the systems being developed.

(McNamara Era?}

~ DoDD 3200.9 published (1965)
- Called for Ccncept Formulation Phase and submission
of Technical Development Plan to OSD for approval
(Equivalent to Milestone I)

- Then Concept Definition Phase, another CSD approval
(Milestone II equivalent), and the beginning of FSD

- No formal Milestone III*
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Late 1960's, early 1970's (Packard Era)

Packard concerned with problems experienred on C-5

Felt there was tco much concurrency, saw need to have
prototypes, "fly-before-buy," more testing

DoDD 5000.1 (July 13, 1971)

- “mphasis on SecDef decision making (felt it was
inapprupriate that authorization to spend this
much money would be made below SecDef level)

- Emphasis on single'respohsible program manager

- Use of DSARC as aii advisor to SecDef for management
and technical review of programs at critical mile-~
stor.es before entering next phase of acquisition cycle

- Establish formal DSARC's (I, II, and III)

Mid-1970's (Clements Era)

Greater 0OSD (SecDef) involvement (periodic meetings
directly with Prugram Manager (PMs))

Increased emphasis on PMs (Clements tried for a time
to meet personally with PMs, but found they were

answerable to long chains of command within the
Services)

Increased layering and numbers of reviews in Services

Incremental milestones, particularly after Milestone III,
to reduce risk

OMB Circular A-109 published April 5, 1976

- Model for all Federal procurement patterned after
DoD practice of agency head (SecDef) decisions at
critical milestones

- Increased emphasis on "front end,” Milestone 0
decision on approval of need

- Greater consideration of alternative industry
solutions

- Greater use of competition to reduce cost

DoDD 5000.1 and 5000.2 revised January 18, 1977 to add
Milestone "0"

a0 Sl ' 8 05




- Beginning of MENS process as mechanism to accomplish
Milestone "Q"

Late 1970's (Perry Era)

- Emphasis on MENS process, forcing compliance to
review/resolve issues early and promote program
stability

- Emphasis on NATO RSI (Rationalization, Standardization,
and Interoperability)

- DoDD 5000.1 and DoDI 5000.2 revised March 19, 1980
- Fully implements A-109

- Reacted to GAO recommendation for increased SecDef
control

- Emphasis on flexibility and tailouring; shortening
the acquisition cycle

- Swing toward more concurrency between development and
production, approval of low rate initial precduction,
and concurrent problem resolution/test.

ADVANTAGES AND DICADVANTAGES OF CURRENT PROCESS

General - sound, inflexible

implementation

flexible policies; poor,

Advantages:

- Sechef visibility and control over critical milestones
of program initiation, full scale development, and
production

- Plexibility to tailor, eliminate phasés (and milestones)
to fit needs of each program as appropriate

- Compatible with OMB A-109

- SecDef responsibility viewed as important by Congress

- Visibility over front end provided ability to control
new starts from a need/affordability standpoint (not
being implemented very well)

Disadvantages

- Too many programs in development - can't fund all
efficiently, causes stretchouts and long acquisition
cycle
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- DSARC decisions and acquisition strategies are not
implemented in PPBS in many cases because of a lack
of funds to continue all programs approved by DSARC

- Too many lzyers between SecDef and PM (one PM docu-
mented having to give 83 briefings to get a Milestone III
decision, 4 at 05D, 79 in Services)

- Interpretation/reinterpretation of milestone require-
ments at various levels causes PM to feel he really
doesn't have much flexxblllty at all

~ Documentation

- MENS coordination is time-consuming (doesn't
necessarily lengthen cycle, but consumes a lot
of resources)

- IPS requests too much information, particularly
. for Milestone I

- Incremental milestones (e.g., IIIA, IIIB) consume
too much of PM's time

= Written policies emphasize flexibility, but "no
risk" attitude throughout the chain of command
discourages tailoring strc’egies to shorten the
cycle.

Figure 1. SYSTEMS ACQUISITION PROCESS EVOLUTION
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’ VIEWS OF PROBLEMS WITH THE CURRENT ACQUISITION SYSTEM

CONGRESS/GAO

O

o

Early cost, schedule and performance estimates are
consistently overly optimistic and highly unrealistic.

Services try to do too much at one time--aliways looking
for quartum ‘umps in capability which cause excessive
cost. ~

There is no one in control--inter-Service competition for
funds, failure to kill marginal prograin. Aacceptance of
huge cost growth and smaller procurements, ai. lead to
perception of lack of management control and clear
direc:ion. - :

Contractors are "encnuraged” to buy in (sign a contract
for less than the program cost).

Contractors are not held to contract requirements--
contracts are too locsea.

Readiness considerations are always secondary to hard-
ware procurement and deployment.

System requiremenis/cost are considered as individual
packages--no sense of a long-range plan for meeting
mission requirements and overall cost objectives.

.ERVICES

Milestone review prccess generates excess amount of
paperwork and reviews, before and after presentation
to OSD.

Unrealistic demands for hard numbers and solutions
"up front" when unknowns exist.

Excessive micro-management of program technical issues
by 0SD and Congress.

Statutory responsibility of Services to fulfill
requirements usurped.

Inflexible (Congressional) budgetary rules impedes
transition from development to production.

Relatively inflexible in terms of execution,.
Disconnecu from PPBS counterproductive to program stability.
Lack of an effective OSD Acquisition Authority allows

unchecked proliferation of directiv:s, tasking, and
uncoordinated policy.




SERVICE PROGRAM MANAGER

(o]

(o]

Too many reviews by too many layers in both OSD and
Service.

Controi of resources disconnected from responsibility )
for system readiness. L=

Costs required too far in advance of expenditure dztes.
Proliferation of informal Service and OSI guidance.
Too many requliations and reports.

Lack cf funding in early program phases to analyze
logistic support requirements. <

Too many systems competing for scarce resources.

Failure/inability to "weed-out" low pricriiy programs
in order to fully-fund and efficiently--.xecu:e the
higher-priority systems.

Inadequate consideration of affordability at DSARC

milestones becau.e of lzck of a stable long~range
plan and funding.

Acquisition cycle toc long.

Lack of discipline cf system technical requirements
(gold-plating).

Inadequate cost/performance quantity/schedule trade-offs
during conceptual design.

Support and readiness inadequately acddressed.

OMB/OFPP

(o]

(o]

Inadequate mission planning and analysis.

Affordability, priority, and allocation of resources not
adequately addressed on new starts resulting in too many
false starts.

Sorvices continue to specify perrormance requitements,
resulting in "gold plated" solutions rather than spec.fying
functional needs.

Science and technology base efforts diluted by hidden
systems efforts planned to go directly to full-scaie

developmert wittout analysis of missi-»n need or con-

sideration of alternatives.

9




OMB/OFPP (Continued)

O Acquisition process, measured from start of system efiforts
- in science and technology base to start of full-scale
development, is excessively long (typically 8-10 years).

O In-house review process between need identification and
start of full-scale develcopment typically takes 30 months,
in addition to time for contracted efforts.

© Inefficient use of both in-house and industry resources
with major time gaps in contracted efforts.

O Excessive and unneeded documentation being required too
early in the process at Milestones I and II.

- . INDUSTRY

O Acquisition practices discourage or prevent capital
formation and investment.

O Industry perceives that the DoD views low profit as a
desirable objective for Defense.

O Instability is caused by starts, stops, stretchouts,
redirections and inordinately long decision times.

© Overmanagement by the Government, in particular:
() Excessive surveillance (audits, reviews, etc.)
of all aspects of Contractor Management, (2) unpro-
ductive and costly requirements for excessive technical,
financial and management data; (3) time-consuming and
program destablizing unproductive micro-management of
the acquisition process at all levels of Service
agencies Aand in OSD.

O overemphasis on price competition leads to lack of
cost realism. Industry perceives that final decisions
are based principelly on cost and that successive
competitions are used to drive contract price down.

O Inappropriate contract types are used where major
uncertainty exists; e.g., fixed price for development
and early production.

. O Cost growth and delay is caused by obsolescence and
. proliferation of laws and regulations.

O There is gross underfunding of all) competitive phases
before Milestone II (Full-Scale Developme¢nt). Industry
underwrites the effort (a form of forces "buy in").

O Inflation guidelines used by DoD have been unrealistically
low adding to underfunding angd program instability.

10
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INDUSTRY (Continued)

Government competes with industry in the maintenance
of fielded equipment and other services.

O Adversarial attitudes are held by many government
‘personnel.

VIi. MAJOR RECOMMENDATIONS

Following are the major recommendations contained in the Team
and Industry Reports on which the Steering Group has reached
consensus. Table I contains a ‘summary of these recommendations
Each is presented for decision with a short discussion and ad-
vantages and disadvantages.

Recommendations 1 contains major management principles that the
Steering Group feels should be announced and/or reaffirmed by
the Deputy Secretary of Defense. There are 23 recommendations
from the Steering Group.

Attachment 1 contains the 10 major recommendations from industry.
They are the key recommendations culled from numercus industry
reports, the meeting of the Working Group teams and industry
representatives and recent crorrespondence from industry repre-
sentatives.

Following the recommendations are eight major issues needing top
level review, discussion and decision. Recommendations are
further cross referenced to dctails in specific team reports.

NOTE: The following includes the decisions of the Secretary and
Deputy Secretary of Defense iundicated by the initialing of the
Deputy Secretary of Defens2 in the following material which was
included as part of the decision memorandum dated April 30, 1981.

11




Table I. SUMMARY OF MAJOR RECOMMENDATIONS AND ISSUES FOR DECISION

(A

COORDINATION
IMPACT _ REQUIRED ACTION °
RECOMMENDATIONS 1 - § 3
NEAR | LONG INTERNAL‘OHB OR |RESPON- | = @ © = =
TERM | TERM ONLY |CONGRESS| SIBLE 2 & b c& o2 Y
~ = Q
(1 YEAR) ALSO OFFICE a6 5 2 2% 2= o
1. Managecment Principles X X [USDRE X
2. Preplanned Product Improvement X X USDRE X
3. Multiyear Procurement X X [USDPE X X
4. Increase Program Stability X X ASD(PAGE)] X X X
5. Encourage Capital Investment
to Enhance Productivity X X USDRE X X > 4
6. Budget to Most Likely Costs X X ASD(C) X X X.
7. Economic Production Rates: X X USDRE X X
8. Assure Appropriate Contract
.Type X X USDRE X
9. Improve Support and Readiness X X ASD(MRA&ﬁ) X X
10. Reduce the Administrative Cost
and Time tc Procure Items X X USDRE X X
11. Budget Funds for Technological
Risk X X USDRE X
12. Front End Funding For Test
Hardware X X USDRE X X




SUMMARY OF MAJOR REGCOMMENDATIONS AND ISSUES FOR DECISION

COORDINATION
RECOMMENDAT 1ONS IMPACT REQUIRED ACTION S
A 3] -
(%) -~ =1
NEAR LGMG INTERNAL!O:-ZB OR RESPON- oy g} v 2 e
TERM TERM OoNLY CONGRESS| SIBLE “w O o orc 02 8
(1 YEAR) ALSO OFFICE S 8 2 3% 3= o
13. Governmental Programs X X USDRE X X X
14. Reduce the Number of DoD.
Directives X X USDRE X
~15. Funding Flexibility X X ASD(C) X X X
- 16. Contractor Incentives to Improve
w Reliability and Support X X USDRE X X
17. Reduce DSARC Briefing and
Data Regquirements X X USDRE X X X X X
18. Budgeting for Inflation X X ASD(C)/ | X X
ASD(PALE)
19. Forecasting Business Base at 4
Major Defense Plants X X ASD(PASE] X
20. Improve the Source Selection
Process X ' X USDRE X
* 21. Standard Operational and
Support Systems X X USDRE X X
22. Provide More Appropriate
Design to Cost Goals X X USDRE X X
23, Assure Implementation X X USDRE X

e L T VRSP




SUMMARY OF MAJOR RECOMMENDATIONS AND ISSUES FOR DECISION

] COORDINATION
IMPACT REQUIRED ACTION —
" 8 G -
ISSUES FOR DECISION NEAR LONG INTERNAL'OMB OR RESPON- '; g.! L o’ %)
TERM TERM ONLY CCHGRESS| SIBLE N O Q ng 92 8
(1 YEAR) ALSO OFFICE 6 9 2 2 2« 0o
A. DSARC Decision Milestones X USDRE X
Alt. 1l: Reduces current four
SecDef decisions to three. X
Alt. 2: Reduces SecDef
decisions to two. (II and III) X ‘
*Alt. 3: Reduces SecDef
: decisions to two. (I' and II') X
Alt. 4: Eliminates SecDef
decisions; delegates to Service
Secretaries. X
B. Mission Element Needs Statement X USDRE X

*Alt. 1: Service submits MENS
with POM. SecDef approves MENS
by accepting POM. X

Alt. 2: Eliminates MENS. Con-
gressional Descriptive Summary
would document Milestone O. X

C. DSARC Membership X X USDRE

Alt. 1l: Maintain status quo.
*Alt. 2: Would include appro-
priate Service Secretary or Chief
as full member.

* Approved Alternative

oot YRY B8 Y 4 v 4 W 4 LI s
‘\..-./ N o Nigs® | N L . .
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SUMMARY OF MAJOR RECOMMENDATIONS AND ISSUES FOR DECISION

IMPACT

REQUIRED ACTION

COORDINATION

ISSUES FOR DECISION
’ NEAR
TERM
(1 YEAR)

LONG
TERM

ONLY

1NTERNALIOMB OR

CONGRESS
ALSO

RESPON-
SIBLE
OFFICE

Services

USDRE

ASD(C)
ASD
(MRASL)
ASD
(PAGE)

oGC

D.

Defense Acquisition Executive

*nlt.

1l:

; DAE.
f Alt. 2:

Would retain USDRE as

Would designate

X

USDRE

DepSecDef as DAE.

ST

E.

DSARC Review Criteria

Alt 1:
system.
*Alt 2:

Continues present

Doubles $ guidelines

for major systems to $200M RDTSE
and $1B Procurement in FY 80 §.

F. DSARC-PPBS Decision Integration X.

Alt 1:

tice.
*Alt 2: Provide that DSARC re-

viewed programs be accompanied Lky
assurance that sufficient resources
zre in FYDP and EPA to execute the
recommended program. DSARC review
would certify program ready <€or
next stage.

Alt 3:
functions.

Continue present prac-

Have DRB assume DSARC

*Apprcved Alternative

S
Ay
—

USDRE

USDRE
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SUMMARY OF MAJOR RECOMMENDATIONS AND ISSUES FOR DECISION

ISSUES FOR DECISION

IMPACT

FEQUIRED ACTION

COORDINATION

NEAR
TERM
(1 YEAR)

LONG
TERM

INTERNAL
ONLY

OM3 OR
CONGRESS
ALSO

RESPON-
SIBLE
OFFICE

Services

USDRE

ASD(C)
(MRASL)
ASD

(PASE)

ASD

. to balarce risks in reliability and

G. Program Manager Control of
Support X

Alt 1:
systen.

Alt 2: Services submit support
resouxce requirements and readiness
objectives with POM for systems
entering early production.

*Alt 3: Same as 2 but gives
Program Manager more influence over
support resources, funding and
execution. &

Would continue present

H. Improve Reljability and Support X

*Alt 1: Requires early decision
on system support approach, objec-
tives and resources, and incentives

support.

Alt 2: Does not require up-
front efforts to reduce risks.
Shifts focus to fixing problems by
subsequent re-design of hardware
and incorporation of fixes.

*Approved Alternative

- L —~ -

i K
~

ASD (MRASL

USDRE

*

IOGC,




Recommendation 1

MANAGEMENT PRINCIPLES

The Steering Group recommends that the Deputy Secretary of
Defense seaffirm the following major acquisition management
principles:

l. An improved statement of long-range Defense policy,
strategy and resources will be provided to the Services in order
to establish a framework for military objectives, goals, and
mission planning to enhance program stability.

2. Responsibility, authority and accountability for programs
should be at the lowest levels of the organization at which a
total view of the program rests.

3. Service Program Managers should have the responsibility,
authority, resources, and guidelines (goals and thresholds)
adequate to efficiently execute the program. This should
include the system specific acquisiticn strategy for attainment
of the required operational and readiness capability, and appro-
priate flexibility to tailor the acquisition strategy to estimates
of the development priorities and risks.

4. Evolutionary alternatives which use a lower risk approach
to technology must be examined when new programs are proposed.
Solutions at the frontiers of technology must provide an alternative
wvhich ogfers an evolutionary oenoroach. Pre-planned Product Improve-
ment (P°I) should become an intejral part of the Acquisition Strategv.

5. Achievement of economic¢ rates of production is a fundamental
goal of the acquisition process.

6. The Services should plan to realistically budget and fully
fund in the FYDP and Extended Planning Annex (EPA) the R&D, procure-
mer.t, logistics and manpower costs at the levels necessary to protect
the acquisition schedule established at program approval points, and
to achieve acceptable readiness levels.

7. Improved readiness is a primary objective of the acquisition
process of comparable importance to reduced unit cost or reduced
acquisition time. Resources to achieve readiness will receive the
same emphasis as those required to achieve schedule or performance
objectives. 1Include from the start of weapon system programs
designed-in reliability, maintainability and support.

8. The proper "arms-length"” buyer-seller relationship should
not be interpreted by government or industry as adversarial. The
DoD should be tough in contract negotiations. But weapons acqui-
sition should be managed on a participating basis using industry
as a full constructive team member. A strong industrial base is
necessary for a strong defense.

Approved: . 22 .
Idea Needs More Development:

I Need More Information:
Disapproved:
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Recommendation 2

PREPLANNED PRODUCT IMPROVEMECNT

A revolutionary system development approach which uses new

An evolutionary approach offers an alternative which minimizes
technological risk, and consciously insexts advanced technoloqy
through planned upgrades of those deployed subsystems which offer
In this manner the lead time to field

technological advances can be shortened while an aggressive
scheduling of fielded performance .mocovements can be expected
during the service life of the systemus.

')nercial industry.

Recommendation - Most new and existing systems should be
pr.rtitioned for performance growth through the application of
requential upgrades to key subsystems in order to reduce development
risk, and take best advantage of technologi-<al advance.

the greacest benefits.

lanned Product Improvement (P3I), and is commonly used in

(B-16)

and untried technology to meet a military threat can offer
dramatic potential payoffs, but frequently ends up with large
cost increases and schedule slippages.

This concept is called

Advantages - Can reduce acquisition time, reduce develop-

deployment of upgrades.

ment risk and cost, ard enhance fielded performance through the
A revolutionary apprcach can always be
adopted when the demands of the threat or other compelling

“itary needs require such an approach.

Disadvantages - The performance needed to meet a critical

Action Reqguired:

Therefore,

threat may dictate the use of distant technology, but the factors
involved in such a decision are seldom incisive.
choice between alternatives is not likely to be absolutely clear.

the

- USDRE, working with tae Services, develop within 30

- USDRE request the Serviccs to evaluate ongoing programs
to determine potential for payoff from the application of preplanned
product improvement, and to present results at the next DSARC.

- USDRE assure Services have fixed the responsibility for
review of opportunities for product improvement after any system
‘aches th2 field, and to develop a product improvement plan.

Approved: :
Idea Needs More Development:

I Need More Information:
Disapproved:
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days a plan for implementing Preplanned Product Improvement including
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Recommendation 3

ULTIYEAR PROCUREMENT

Recommendation: Encourage extensive use of multiyear
procurement based upon a case-by-case benefit/risk analysis.

Advantages: Multiyear procurement could result in average
dollar savings of 10 to 20% in unit procurement cost through
improved economies and efficiencies in production processes,
economy-of-scale lot buying, decreased financial borrowing
costs, better utilization of industrial facilities, and a reduction
in the administrative burden in the placement and administration
of contracts. In addition, the stimulated investment in production
equipment will result in lower-defect, higher quality products.

The market stability will also enhance the continuity of subcon-
tractor supply lines and thereby decrease acquisition time. Surge
capability will also be improved.

Disadvantages:

This funding technique fences in money and

commits future Congresses.

If used tc excess, it wrull” significantly

reduce the flexibility of the Sccretar’ of Defense to iespond to
unforeseen changes in the external thireat. If a multiyear procure-
ment was used to lock in a border line program, costs would be
increas2d if the program was cancelled. In order to avoid these
potential disadvantages, the following criteria are recommended

as general guidelines to screen potential multiyear candidates:

(1) significant benefit to the Government; (2) stability of
requirements, configuration, and funding; and (3) degree of
confidence in cost estimates and contractor capabilities.

Action Required:

a. General Counsel must respond in writing to Congressman
Danjiel's Bill HR 745.

b. USDRE and ASD(Comptroller) should brief Appropriation and
Armed Sc.v'ces Congressional Committees on recommended multiyear
procureme..c pyrocedures and concepts,

c. USDRE should prepare special policy memorandum to the
Military vepartments for SecDef signature defining procedures and
requesting identification of potential FY 83 multiyear procurement
candidates.

d. USDRE and ASD(Comptroller) should modify DoD Directive
7200.4 ané the Defense Acquisition Regulation (DAR) and should
interface with OMB to modify Directive A-1l1 as required.

e. SecDef will present FY 83 President's Budget containing
multiyear candidates.

Approved: i

Idea Needs More Development:
I Need More Information:
Disapproved:
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Recommendation 4

INCREASE PROGRAM STABILITY IN THE ACQUISITION PROCESS

Program instability is inherently costly in both time and
money. The 47 major programs covered by the December 31, 1980,
8 Selected Acyquisition Reports (SARs) reflected total cost growth
of 129 percent over the Milestone 11 estimates. Reasons for
growth are economic or inflation (27 percent), guantity changes
(26 percent), estimating changes (18 percent), schedule changes
- (15 percent), support changes (7 percent), engineering changes
(5 percent), and other changes (2 percent). Forty one (41)

Of the 47 programs, 19 ‘have had quantity increases. 20
quantity decreases, and 8 are unc.anged. Schedule changes have
resulted in reduced costs on 4 programs and increased costs on
41, The most common cause for these changes is financial. The

.budget levels and relative priorities of competing programs force
torgh decisions to terminate programs, reduce the number of weap-
ons, stretch the development program, delay planned. production or
stretch the planned buy. (B-26)

Recommendation: SecDef, 0SD and Services should fully fund
the R&D and procurement ef major systems at levels necessary to
protect the acquisition schedule established at the time the pro-
gram is baselined, currently Milestone 11. Limit stretch-outs
due to funding constraints (except when mandated by the Secretary
or Congress). Establish procedures which will phase the
scheduling of sequential milestones so that manpower "peaks and
: . valleys" can be minimized consistent with balancing the risks. 1In

general, only changes which are directed by changed requirements
or development problems should be made.

Advantages:
schedules, gquantities, and production rates.
ability to plan force modernizations. .

Reduces costs and saves time by stabilizing
Will enhance the

percent of all cost growth is duvue to quantity and sciiedule changes.

Disadvantages:

Action Recuired:

Budget flexibility

Sechef directs

budget reviews by OSD (DRB) the Service
- and justify differences between program

will be reduced. -

that during program and
Secretaries must explain
baselines established at

Milestone II and the quantity and funding in the program or budget
under review.

ASD(C) and ASD(PA&E) include above direction in FY-83 POM

and Budget Guidance. .

Approved:

Idea Needs More Development:
I Need More 1nformation:
Disapproved: '
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Recommendation 5

ENCOURAGE CAPITAL INVESTMENT TO ENHANCE PRODUCTIVITY

Productivity in the defense sector of the U.S. economy has
been lagging, in large part because of low levels of capital
investment compared to U.S. manufacturing in general. ‘“ach flow
problems, tax policy, high interest rates, ané how return on
investment (ROI) tend to limit available investment capital. The
industry views low profits and program instability as precluding
investment in capital equipment. This situation Las two major
implications: a tendency to shift from defense to commercial
bgsiness, and a decrease in funds available for facilitization.

Recommendation: Encourage capital investment,

Advantages: Will increase long-term investments which should
lead to lower unit costs of weapohs systems. Increase productivity.

Disadvantages: Earlier Gcvernment disbursements. Some
reduction in tax revenues.

Action Required:- USDRE should have the prime responsibility
to implement the following actions working closely with General
Counsel, Legislative Affairs, and the Service Material Commands.

a. General Counsel should support legislatiive initiatives
to permit more rapid capital equipment depreciation and to
recognize replacement depreciation costs by amending or repealing
Cost Accounting Standard (CAS) 409, "Depreciation of Tangible
Assets."

b. Structure contracts to permit companies to share in cost
reductions resulting from productivity investments. Modify the
Defense Acquisition Regulation (DAR) profit formula. Allow for
award fees inversely proportional to maintainability costs.

c. Increase use and frequency of milestone billings and
advanced funding. Expedite paying cycle.

d. Provide for negotiation of profit levels commensurar2
with risk and contractor investment; ensure that recent prorit
policy changes are implemented-at all levels. .

e. Instruct the Services of the need to grant equitable
Economic Price Adjustment (EPA) clatses in all appropriate
procurements. Contract price adjustments made in accordance
with EPA provisions should recognize the impact of inflation on
profits. Ensure that these clauses are extended to subcontractors.

f. Increase emphasis on Manufacturing Technology Programs.

g. Provide a consistent policy which will promote innovation
by giving contractors all the economic and commercial incentives
of the patent system. Provide policies to protect proprietary
rights and data. :

h. General Counsel should wrrk to repeal the Vinson-
Trammell Act. ’ -

Approved: :

Idea Needs More Develnpment:
I Need More Information:
Disapproved:
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‘ ‘ Recommendation 6

BUDGET TO MOST LIKELY COSTS

Intentionally low initial cost estimates are a prime contri-
bution to apparent cost growth. Program costs are sometimes pur-
posely understated either because DoD is forcing a program to fit
available funding rather than the funding it takes to do the job,
or because the contractors are purposely lowering th=2ir cost esti-
mates in order to win a contract with hopes of recove:ring costs on
follow-on contracts. Either practice is referred to as "buying in."
When the actual costs become apparent, DoD is severely criticized
for cost overruns and there are insufficient funds available to
procure at econcmic production rates. Also;, the negotiated contract
cost does not include future enhgineerirng changes or post-contract
award negotiations which can drive costs higher. (A-6)

expected ccsts, including predictable cost increases due to risk.
vide incentives for acquisition officers and industry to make
and use realistic cost estimates.

Recommendation: Require the Services to budget to most likely
9.

Advantages: Less cost growth. Mcre realistic long-term de-
fense acquisition budget. Increased program stability.

Disadvantages: Difficulty in determining if a contractor is
providing realistic estimatas. Political difficulty in r:jectirg
bids that project prices lower than costs. Difficult to budget
funding greater than publicly-known contractual funding.

Action Reguired: ASD(C) require the Services to budget tu most
ely or ervpected costs iacluding predictable cost increases due to
risk, instead of the contractually agreed-upon cost. USDRE and the
Services provide incentives for acquisition officers and contractors
to acculately project costs, including financial incentives and per-
formance evaluation considerations to PoD personnel, and profit in-
centives to industry to reduce costs.

Approved:

Idea Needs More Developm«nt:
I Need More Information:
Disapproved:

HIN
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Recommendation 7

ECONOMIC PRODUCI'ION RATES

The cost and time needed to put a weapon syster into the
field can be reduced by este-lishing and sustaining economic
rates of production (i.e., the rate at which unit cost doesn't
decrease significantly with further rate increases). Tight
budgets and strong competition between programs have forced
many programs to accept funding levels in the bLudget which will
not sustain an economic rate of production. (B-41)

A commitment to economic-production rates cannot rule out
sound arguments for lower (or higher) rates. For example, the
Services may wish to stretch a program over a number of years
in order to preserve a warm production base to permit rapid
mobilization to meet a crisis or war. However, this requires
stockpilingc of materials, parts and subsystems to be effective.

Recommendation: Services must use economic production
rates in thecir program and budget requests, or explain and be
prepared to defend the reason why a different rate was selected.

Advantages: Save time and reduce cost of acquiring new
systems.

Disadvantages: Will buy out the total system faster
{shorter production run for a given quantity) with peak funding
competing with other systems, possible workload fluctuations in
certain industries with occasional dead time and possible erosion
of the industrial base. Can increase cost of correcting support
problems.

Action Required: Secretary of Defense establish policy
requiring Services to fund programs at economic rates or justify
any differences during budget reviews by OSD and the DRB. USDRE
and ASD(C) include this requirement in the FY 83 orogram and
budget guidance..

Approved: JEE

Idea Needs More Development:
1 Need More Imformation:
Disapproved:
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- appropriate contract types are used.

Recommendation 8

ALSSURE APPROPRIATE CONTRACT TYPE

Industry has repeatedly, over a long period, expressed serious
concerns about the recurring use of tue wrong type of contract. 1In
particular, fixed price contracts are frequently employed for
RDT&E and early production, which have legitimate cost ‘uncertain-
ties. This leads to a hig¢h risk situation for the contractors and
to cost overruns for DoD. Current DoD policies and regulations _
give guidance as to the use of appropriate contract types:; however,
this guidance is not being followed in the field.

Recommendation: Give the Program Managers the responsibility
to tailor contract types to balance program needs and cost savings
with realistic assessment of an acceptable balance of contractor
and government risk. Recommendation 1/Management Principle 3
states that the Jtvogram Managers be given the authority to deter-
mine the specific acquisition strategy.

Advantages: Precludes a company from being forced to assume
cost risk beyond their financial ability.

May increase competition if contractor risks
are recognized. .

Gives the Program Managers more flexibility to
accommodate program needs.

Disadvantagas: Government assumes more cost risk.

Action Required: USDRE establish an 0OSD, Service, Industry
working group to deveclop an implementation plan to ensure that
USDRE and the Service
Secretaries ensure that Program Managers have the responsibility
for determining the appropriate contract type. USDRE should
ensure that the regulations are clear on this point.

Approved: Zgg
Idea Needs More Development:
I Need More Informatioa:
Disapproved:
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Recommendation 9

IMPROVE SYSTEM SUPPORT AND READINESS

As a result of recurring problems with weapons system support,
the recent revision of acquisiticn policies includes a major em-
phasis on support issues, including reliability, maintenance,
spares, test equipment, and maintenance manpower. These recent
policies are generally sound, are not directly influenced by the
major acquisition process options presently under consicderation
and can be undertaken under any option.

To be effective the policies require Secretary of Defense
commitment. The need for this specific commitment results from
the competition among the conflicting objectives of high perform-
ance, lower cost, shorter scheaules, better reliability and
maintenance, and support. (C-2 and C-7)

Recommendation: FEstablish readiness objectives for each
development program to include estimates of the readiness level
to be achieved at early tielding and at maturity. Implement
acquisition policy establishing "designed-in" reliability and
readiness capabil.ties. The implemerntation must emphasize the
objectives of shortening the overall time to_deliver equipment to
the troops which meet mission and readiness nceds: the need for
improved estimates of the R&D and support resources required: and
additionally, ask that some force elements(s) be targeted for a
major improvement in designed-in support capability to be less
dependent on a support tail.

Advantages: Clarifies that improvement in readiness is a
major objective of the Administration, and that implementation
mucst take place.

Disadvartages: Will require additional technical effort and
resources early in acquisition programs.

Action Required: MRA&L draft SecDef policy letter to be
issued within thirty days, reaffirming weapons support policy and
objectives, and tasking the Services to develop implementing
guidelines, including procedures for addressing support early in
acquisition programs. ,

Approved: .

Idea Needs More Development:__
I Neced More Information:
Disapp:oved:
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Recommendation 10

REDUCE THE ADMINISTRATIVE COST AND TIME TO PROCURE ITEMS

In 1974, less stringent requirements were established for
DOD Contract procedures associated with purchases under $10,000.
The purpose was to reduce both the time and paperwork costs to
a level commensurate with the value of the item being purchased.
Over the years the tendency of a bureaucracy to take precautions
has expanded the paperwork associated with a procurement, and
inflation has reduced the purchasing power of the dollar until
the $10,000 item of 1974 would cost almost twice that much te
purchase today.

A similar inequity exists in the administrative procedures
governing contract funding execution. Department of Defense and
Service procedures place numerous administrative requirements on
the obligation of funds. They provide unnecessarily cumbersome
safeguards for the public interest, to a certain extent thereby,
thwarting that interest. There is also a general tendency to
apply the most burdensome procedures, even if administrative
shortcuts are allowed. The DoD is motivating its contract and
fund administrators to avoid the least possibility of criticism
rather than to use economic procedures.

a. Recommendation: Raise the $10K limit for purchase order
contract use to $25K to accommodate inflation and reduce unneces-
sary paperwork and review. Letter is enroute from Joint Logistics
Commanders to DEPSECDEF recommending change. Proposal is cur-
rently in scaffing at OMB for inclusion in the Uniform Procure-
ment System (UPS) and as a legislative initiative.

Action Required: DEPSECDEF recommend that OMB (OFPP)
initiate change to 10 USC 2304.

b. Recommendation: Raise threshold for contractor costing
data input from $100K to $500K to accommodate inflation and
reflect current auditinj procedures. (Paperwork load is such
that only data for contracts over $S500K is actually audited
today )

Action Required: DEPSECDEF recommend that OMB (OFPP)
initiate legislative chuage to LSC 2306.

¢c. Recommendation: Raise threshold for Service Secretary
review of Contract Determination and Findings (DLT) for RDT&E
from $100,000 to $1 million. Current level was set in mid-
1960s. Higher level would still cover 90 + & of expenditures
(dollars). Higher limit supported by JLC.

26




Action Required: DepSecDef recommendation to OMB (OFPP) for

approval; subsequent change to Defense Acquisiiicn Regulations (DAR).

4. Recommendation: Encourage greater use of class (D&Fs) which
allows one D&F to cover multiple contracts. Reduces total volume
of contracts which must be reviewed, thus speeding up processing
time.

Action Required: USDR&E prepare policy statement encouraging
greater use of class D&Fs.

e. Recommendation:' Raise reprogramming thresholds from $2M
to S10M for RDTSE appropriations and from $5M to $25M for procurement.
Thresholds were set 10 years ago with no inflation accommodation.
Greatly reduces Service flexibility to answer program.

Action Required: Renew SecDef/DepSecDef efforts to obtain
Congressional Committee approval (HASC, SASC, HAC, SAC).

Advantages (all above recommendations): Provides immediate re-
lief from unnecessary paperwork burden. Reduces administrative
lead time, which will result in reductions in in-house and industry
overhead cost. Suppnrts a far more efficient Government cash flow
management.

Disadvantages: Less opportunities for legal reviews,

f. Recommendation: Eliminate the need for non-Secretarial level
D&Fs for competitive negotiated contract awards.

Advantages: Reduced paperwork and administrative lead times.
In conjunction with recomuendation C above, to increase D&F thresholds,
the D&F requirement would be considerably reduced.

Disadvantages: Many smaller procurement actions would not te
reviewed above program office level.

Action Required: SecDef submit recommended legislation to
review public law.

g. Overall Action: USDRGE prepare implementation plan and re-
quired SecDef letters within 60 days. Tie cost thresholds to inflation.

Approved:

Idea Needs More Development:
I Need More Information:
Disapproved:

[11hs
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Recommendation 11

INCORPORATE THE USE OF BUDGETED FUNDS
FOR TECHNOI.OGICAL RISK

i Material development and early production programs are subject
to uncertainties. Program managerss who explicitly request funds to
address these uncertainties usually find these funds deleted
either in the DoD PPBS process, by OMB, or by Congress. Then when
such uncertainties occur, undesirable funding adjustments are re-
guired or the program must be delayed until the formal funding process
can respond with additional dollars.

The Army has initiated, and Congress has accepted, a Total Risk
Assessing Cost Estimate (TRACE) to explicitly address program un-
certainties in the development of RDT&E budget estimates. The Army
studying the application of this concept to early production cost
imates. The other Services lack a similar concept to justify
reserve funds for dealing with developmental uncertainties. (A-33)

Recommendation: 1Increase DoD efforts to guantify risk and
expand the use of budgeted funds to deal with uncertainty. En-
courage all Services to use such budgeting where appropriate.

Advantages: Cost estimates will be more realistic over time.
Programs will be more fully funded and overall programs will be

more stable.

blems that might be solved in other ways (self-fulfilling prophecy).
her initial program estimates would result in fewer programs
within a stated total obligation authority.

’ Disadvantages: Can encourage a more costly treatment of
g

Action Required: SecDef emphasize the requirement to eval-
uvate, quantify and plan for risk. USDRE direct all Services to
budget funds for risk. In particular, each Service should review
the TRACE concept and either adopt it or propose an alternative
= for their use to USDRE within 60 days.

Approved:

Idea Needs More Development:
: I Need More Information:
Disapproved:

11k
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Recommendation 12

PROVIDE ADEQUATE FRONT END FUNDING FOR TEST HARDWARE

Weapon system development programs often have too few test
articles to allow parallel tests for performance, reliability,
etc., and in order tu shorten development time without substantially
increasing risks. ?rocurement of too few test articles forces a
sequential approach whareby the available test articles are
dedicated exclusively to development testing. Consequently,
operational and other testing cannot be accomplished concurrently
(within acceptable levels of risk) to save time. '

In addition to designing for the major performance objectives,
increased emphaxis should be placed on designing for reliability
by providing adequate design margins, while giving full considera-
tion to adequate tzsting, fault isolation and maintainability.
Adequate test haraware should be provided in the program to permit
early combined ernvironmental tests of the subsystems and subsequent
system tests, to allow iteration of the design using the test-fix
test process to achieve early design maturity. (B-35 and B-39)

Recommendation: Provide sufficient test hardware to meet
the subsystem, system and software engineers' needs to properly
engincer and test development of the end item hardware using
parallel testing to reduce overall schedule time. The number
of test articles must be defined and explained during preparation
of Service programs and budgets.

Advantages: Saves time in the total acquisition process by
emphasizing reliability up front and eliminating lengthy and
costly problem identification and correction effort; also allows
realistic concurrent development ¢nd operational testing.

Disadvantages: Requires increased front end funding.

Action Required: USDRE ensure that the acquisition strategy
identIfy plans for and funding required to acquire adequate sub-
system and system test hardware to reduce overall schedule time

and risks.
Apﬁroved: 22:"
Idea Needs More Decvelopment: 2

I Need More Information:
Disapproved:
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Recommendation 13

GOVERNMENTAL LEGISLATION RELATED TC ACQUISITION

Over the past decade, the acquisition process has become
overburdened with governmental legislation and requirements.
Individually, these regulations have worthwhile objectives;
collectively, they impose a costly and burdensome requirement on
industry and the acquisition process. :

‘Recommendation: Seek DoD relief from the more burdensome
requirements of governmental regulations.

Advantages: Less cost to contractors in doing business
with the Government. Reduce program costs. Simpler contracting
procedures. Faster contract awards.

Disadvantages: Reduced benefits which are considered impor-
tant national goals. Request for relief will certainly spark
debates with the various interested groups.

Action Required: USDR&E establish joint OSD and Service
team to weigh the impact of the various governmental require-
ments and regulations on the efficiency and effectiveness of the
tctal DoD acquisition and contracting process. Industry and OMB
should participate to the maximum extent possible. A report
should be prepared for the DepSecDef within 45 days.

Approved:

Idea Needs More De elopment:
I Need More Information:
Disapproved:
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Recommendation 14

REDUCE THE NUMBER OF DOD DIRECTIVES

The current acquisition directive refers to 114 (up from
15 in 1971 and 26 in 1977) related directives and instructions,
The Services emulate thece directives in implementation with their
own implementing instructions. There is rarely a challenge to
these well-intentioned directions, nor is there a cost-benefit
check performed. Program manager and industry initiatives are
often stilted by overregulation. With each new directive addi-
tional paperwork, manhours and other direct costs are expended
in compliance. Congressional, GAO, industry, 0SD, and OFPP
studies have indicated that contractually imposed management
systems and data requirements cost 8 cents out of every
contract dollar. With defense ccntracting approaching $100
billion a year, it means that these management:--imposed require-
ments cost approximately $8 billion per year. A 20% improve-
ment would save $116 million per year.

Recommendation: Peduce the number of directives. Require
that the Defense Acquisition Executive be the sole issuer of DoD
directives rclated to acquisition. This would not mean that DAE
would draft all such documents, only that DAE would have final
review and releasing authority.

Advantages: Coordinates requirements and reduces the issuance
of superfluous directives. Will reduce program costs to the
extent that directives require reports, data, documentation.

Disadvantages: Adds an additional layer to the process of
issuing or revising a directive. Places the DAE in control of
directives for areas of acquisition for which he may have little
expertise.

Action Required: USDPE establish a joint 0OSD, Service, In-
dustry team to provide recommendations within 90 days to sub-
stantially reduce the number of directives, and the documentation
required in contracts.

Approved: | ﬁ

Idea Needs More Development:
I Need More Information:
Disapproved:
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Recommendation 15
FUNDING FLEXIBILITY

) Program continuity requires that we budget for procurement
funds more than a year in advance of the actual transition date
of major acquisition programs from R&D to procurement. Since
most development program schedules are success oriented, some-
times the procurement transition date arrives and the system

is not ready to buy. Because procurement funds have been
budgeted, there is considerable pressure to proceed with pro-
duction rather than accept program delay. If the Secretary
{and/or Military Departments) had the authority to transfer
these procurement funds to R&D to correct deficiencies without
the prior approval of OMB and.Clongress, it could significantly
decrease the time involved in resolving program problems.
Section 734 of P.L. 96-527 (DoD Appropriation Act) provides a
general authority for Transfers, not to exceed $750 million
between DoD appropriations. 1Its use requires a determination
by SecDef that such action is in the National Interest and
must have prior approval by OMB. Our current reprogramming
arrangements with the Congressional Oversight Committee pro-
vide that any such transfer is of "special interest of the
Congress" and requires their prior approval, in effect, negat-
ing the independent use of transfer authority by the Department.

The proposal would require the support of the Oversight
Committees and OMB. Ideally, such approval should be included
in the qeneral provisions of the Appropriations Act as a sub-
section of 734. We will have to work closely with Congress to -
ensure that this authority would apply only to the movement of
funds programmed for an individual weapon system, and would
not be used to transfer funds between programs.

Recommendation: Obtain legislative authority to transfer
individual weapon system Procurement funds to RDT&E.

Advantages: Provides DoD with more flexibility to resolve
weapon system funding deficiencies.

Avoids program delays associated with OMB/
. Congressional review and approval of funding
adjustments.

Maintains progra.n stability by enabling pro-
gram manyger to resolve problems within total
available acquisition funding of the program
involved. C
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Disadvantages:

OMB/Congressional visibility occurs after
the fact.

Could jeopardize current apprepriation

:: and authorization process.
- Could jeopardize current reprogramming
~ arrangements with Congress.
o ' May be destabilizing.
;' Action Required: ASD(C), working with the General Counsel,

OMB and Congress establish procedures for DoD approval of the
transfer of funds in a given fiscal year from Procurement to RDT&E
for an individual weapon system when the Secretary of Defense
determines that it is in the National Interest to do so.

Approved: &’_’
Idea Needs More Development:
I Need More Information:
Disapproved:
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Recommendation 16

CONTPACTOR INCENTIVES TO IMPROVE RELIABILITY AND SUPPORT

Industry has said that even though there is recently more atten-
tion paid to “"support" in DoD solicitations, there is a widespread
belief that performance and schedule are DoD's principal objec-
tives. There is a need for industry to apply more of their design
talents to reducing reliability and support problems. Beyond

this a need to improve the identification and specification of
maintenance manpower constraints and for industry to include
these constraints in the designs. (C-4)

Recommendation: Acquisition strategies should identify the
approaches to incentivize contractor attainment of reliability
and maintainability (R&M) goals and reduce maintenance manpower
and skill levels. These should include the approach taken in
the RFP evaluation, as well as specific awards, incentives and
guarantees, such as specific rewards for improving reliability.
The Services should develop greater expertise in support relzted
contractor incentives through analysis of experience gained on
DoD programs.

Improvements should be developed in the method of projecting
critical maintenance manpower skill limitations and translating
these into design constraints and objectives for inclusion in
RFPs and specifications.

Advantages: Improves reliability and support. Reduces
maintenance manpower requirements.

Disadvantages:
additional funds.

Incentives other than competition require

Action Required: USDRE working with the Services, develop
guidelines to include the approaches to incentivize contractors
to improve support within 60 days, followed by a USDRE and
Service evaluation of incentives withir the next year.

USDRE develop with the Services, within one year, improved
approaches to translate maintenance manpower skill projections

into system design objectives.

Approved:

Idea Needs More Development:
I Need More Information:
Disapproved: :
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Recomnendation 17

DECREASE DSARC BRIEFING AND DATA REQUIREMENTS

During recent years there has been a growing tendency to
centralize the decision process within the DoD. This practice
has multiplied throughout the numerous levels of authority in
each of the Services, and has complicated the review process.
This practice has, in and of itself, lengthened the acquisition
cycle; created cost increases due to delays in decisions; con-
fused the authority, responsibili“y and accountability of the
designated Services Managers; and has stifled innovation which
could produce program improvcments leading to cost savings.

The principle of decentralization should be applied to acquisition
management. .

Recommendation: Emphasize the requirement to achieve
appropriate delegation of responsibility, authority and accounta-
bility to and within each Service for system acquisition to
reduce the time and effort required for DSARC and Service major
system reviews.

Advantages: Reduced system cost and shorter acquisition
cycles. More efficient reporting by and within the Services.
More streamlined program management. More efficient DSARC
and other program reviews. Potential elimination of layered
management resulting in lean organizations.

Disadvantages: Some risk of losing a thorough functional
analysis of the system because of the elimination of more detailed
reviews.

Action Required: USDRE make explicit the changed character
and the reduced number of briefings and data for the DSARC review.

Approved: 222::

Idea Needs More Development:
I Need More Information:
Disapprove:
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Recommendation 18

BUDGETING WEAPONS SYSTEMS FOR INFLATION

Historically, inflation predictions have been lesser
than the actual inflation that come to pass. The situation
has been most severe in major weapon programs that spend out
slowly and extend into those years when inflation estimates
have been poorest. The result is that unpredicted inflation
has cut heavily into real program by as much as $5 or $7
billion a year. 1In addition to the serious underfunding of
major weapon and other purchases, DoD is charged with poor
management because of the amcunts of cost growth in current
dollars appearang in reports and in the process.

Recommendation: Review various methods and alternatives
for budgeting more realistically for inflation.

Required Action: Comptroller and PA&E develop in more
detail the various alternatives addressing the inflation issue
as related to planning and budgeting for major acquisition
programs and provide a decision paper to the Deputy Secretary
of Defense within 30 days; discuss draft options with OMB and
appropriate Congressional staff.

Approvedl: % =

Idea Needs More Development: .
I Need More Information:
Disapproved:

‘

36

1,




Recommendation 19

FORECASTING OF BUSINESS BASE COMJOITION AT
MAJOR DEFENSE PLANiS

The businress base at key defense plants is not adequately
considered in DoD program development. Cross-Service impacts and
the effects of non-DoD work distorts business base projections and
seriously increases overhead costs. This has caused large cost
growth for certain weapons systems. Too little consideration is
given to this factor in DoD planning and decision-making.

Recommendation: The Services will increase the effort to co-
ordinate programming information that affects other Service over-
head costs at given defense plants. Program offices will provide
program projections to plant representatives so that overall
business’ projections can be made available to the Services for
planning and budgeting.

-

Advantages: Better cost estimates and lower cost to the
government. Provides more realistic costs and stability.

Action Reguired: Contract Administration functions will be
directed to maintain a business base projection, and government
offices will be directed to support this effort and utilize these
data in planning and budgeting. The OSD Cost Analysis Improvemecnt
Group (CAIG) will maintain a data exchange for the Servaces to
assist in improved forecasting.

Approved:

Idea Needs More Development:
1 Need More Information:
Disapproved:

1%
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Recommendation 20

IMPROVE THE SOURCE SELECTION PROCESS

Some DoD competitively-selected contractors have performed
pvorly. 1In some instances, source relection criteria do not
sufficiently take into account past performance or plans for
future phases of a program. Also, the credibility and realism
of contractor cost proposals are not-always challenged.

Recommendation: Improve the source selection process to
place added emphasis on past performance, schedule realism,
facilitization plans and cost credibility. De-emphasize the
importance of lowest proposed cost. Devote more attention to
evaluating contractors' performance during and at the time of
contract completion. Provide award fee contract structure to
encourage good performance. This both provides an incentive
for good performance, and a measure of contractor performance
to be used in future source evaluations. Establish guality
ratings where possible and ensure these past performance ratings
are available for use by source selection personnel,

Advantages: Eliminate poor performers, eliminate proposals
that are unrealistically priced, thereby reducing the risk of
buy-ins.

Disadvantages: May limit competition. Will be difficult to
implement and apply fairly.

Acticn Required: USDRE modify the source selection directive,
DoDD 4105.62, to emphasize the objectives stated above. USDRE
establish a DoD system for recording, documenting and sharing
contractor performance.

Approved:

Idea Needs More Development:
I Need More Information:
Disapproved:
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Recommendation 21

DEVELOP AND USE STANDAKD OPERATIONAL AND SUPPORT SYSTEMS

New subsystems and support systems are developed that are
peculiar to specific weapon systems, yet have many performance
5 features in common with other systems. Use of standard, off-
) the-shelf subsystems and/or support systems for some of the long
o lead time items can reduce development time. (A-11)

Recommendation: Identify and develop standard subsystems
and support systems or their technology (independent of weapon A
systems) to meet projected weapon system needs. Support a ~=
program of weapon support R&D to put diagnostic, repair, and ~
logistic technology on the shelf.

Advantages: Earlier deployment with lower risk.
supportability. Reduction in operating costs.
Diszdvantages: Standard systems or technology may not be

best match for the weapon system needs. Requires increased
fundirg to implement. Could be overemphasized.

Enhanced

\\ Act.ion Required: USDRE working with the Services submits
a proposed program for FY 82 and beyond within six months.

. Approved: ZZ:

Idea Needs More Development:
I Need More Information:
Disapproved:
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Recommendation 22

PROVIDE MOPE APPROPRIATE LESIGN TO COST GOALS

Design to Cost (DTC) fee awarce ar.. made a- a result of
paper analysis. There is little or 1n tie to actual costs in
production. DTC incentive fees and ..wsrds are pavable during
and at the conclusion of Full-Scale L:reslopment. JAward is based
on the forecasted average cost for the producticn guantity.

Recommendation: Provide appropri-t» incentives to industry

by associating tee awards to actual cr=.5 achieved during the
early production runs.

Advantages: Ties award to “reai® ochievement. Makes DTC
meaningful. .

Disadvantages: ' Changes in program (r: %5, quan ity, in-
flation,etc.) complicate analysis of resulcs. Iongexr time

between DTC effort and award payment.

Acticn Required: 1Insure program managers and contracting
officers develop contract terms and procedures to provide for
the payment of Design to Cost (DTC) awards and incentives based
upon costs actually achieved during early production runs. Base
payments on demonstration that initial costs are on track thh
DTC goal for total forecasted production.

Approved: 2“"
Idea Needs More Development:

I Need More Information:
Disapprove:
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Recommendation 23

. ASSURE IMPLEMENTATION OF ACQUISITION PROCESS DECISIONS

The acquisition process has been studied many times by many
organizations. Most of the recommendations presented here have been
- b made before. However, few of these recommendations have been imple-
mented. Congress, GAO, OMB, OFPP, industry, and OSD have continu-
ously criticized the Services for not following DODD 5000.1 and DODI
- $000.2. A recent Navy acquisition study reviewed the implementation
status of past acquisition process studies and found that of 50
recurrent recommendations, some progress is perceived to have occur-
red in 29 and almost no progress is perceived to have occurred in -
the remainder. ‘ '

acquisition process is the great number of players involved to make
implementation succeed. This requires persistent, intensive, fol-
low-up effort to make sure that the recommendations really do take
hold. The most common reason for non-implementation is simply that
relentless action on the part of top management is not taken to
insure that recommendations are, indeed, implemented. OSD has, in
the past, focused a great amount of management attention on policy
development and resolution. However, OSD has not monitored imple-
mentation of the policies on a program basis.

R ' A difficulty with implementing reccmmendations regarding the

Since potential decisions could lead to major changes to the
process and even to DoD organizations ard their roles, it will be
difficult for the existing DoD organizations to execute changes
without high level attention by the SecDef and DepSecDef. Elimina-
tion of the complexity inherent in the current process is masked
unless the many different types of changes are considered in terms
of the aggregate administrative and reporting load generated.

A fundamental determianation which is required for each decision
is whether implementation should reflect centralized control under
0SD or decentralization to the Services. 1In selected areas a uni-
formity of action across Services may be desired.

Recommendation: Ensure that a determined management translates
approved recommendations into implementable direction and fixes
responsibility so that management has visibility of the actions
taken.

Advantages: This plan will not succeed without a well planned,
intensive, high visibility, relentless implementation phase. With-
. out this effort, this report will degenerate into another study.

Disadvantages: Implementation will require a priority and
time commitment from all levels of management ranging from the
SecDef to the Program Manager for a number of years.

-

Action Required: a. Assign overall responsibility to USDRE
{ for monitoring and follow-up of all decisions made in this report.
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b. USDRE will 2ssign a prime responsibility
>r action on every recommendation arnd de~ision in this report. 1In
:neral, these assignments have been specified under the "Action
rquired" secticns; however, in certain cases specific action res-
snsibilities will be defined in the immediate future.

c. USDRE should consider utilizing a working
roup containing OSD and S~rvice representatives to assist in imple-
:ntation.

d. USDRE should consider utilizing a number
[ creative techniques to translate the intent of these recommenda-
jons to all levels. This could include formal training sessions,
snferences, video taped training films, articles, and policy letters.

e. Both the SecDef and the DepSecDef must
1intain a personal interest in ensuring that the changes are imple-
d, that there is continuous action to improve the acquisition
’ss, that periodic reviews take place, and that all Services and
5D staff be made aware of the SecDef priority interest on this
abject.

Approved: &

Idea Needs More Development:
Need More Information:
Disapproved:
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MAJOR ISSUES FOR DECIS®

This section presents for on the major issues identi-
fied in the Defense Systems Acquisition Review.

A. Issue: WHAT SHOULD BE THE SECDEF (DSARC) DECISIOM MILESTONES?

The current process provides four discrete Sechef decision
points. All of the alternatives discussed below retain the
current "milestone™ process structure. However, all alterna-
tives either de-emphasize or reduce the number of formal OSD
level milestone reviews and SecDef decisions. Under some
alternatives certain milestone reviews are delegated to the
Service Secretaries. The Secretary of Defense decision author-
ity and acquisition pelicy responsibilities are maintained and
exercised through the PPBS procescs and/or by invoking explicit
disapproval of proposed Service program acquisition decisions
at any stage in the cycle. There are four alternatives shown
schematically on page-

Alternative One (Pége D-11) reduces the current four discrete
Sechef decision milestones to three (with flexibility for only
two) by altering Milestone Zero.

Milestone Zero SecDef review and decision is accomplished through
the annual Planning, Programming and Budgeting System (PPBS).

Although Milestone I is retained, a SecDef decision would gen-
erally be necessary only when a program requires a significant
prototype (Advanced Development) phase. When held, Milestone I
documentation would be reduced.

Milestone II ard III reviews wzuld continue to be conducted by
the DSARC with final approval action by the SecDef. Any pre-
or post-Milestone III reviews deemed necessary would be held at
the Service level except under unusual circumstances.

- Pro: - Reduced administrative burden.
- Increased flexibility
- 1Initial development program reviews and
decisions are speeded.

May be perceived as a lessining of SecDef
control.

- Con:

Alternative Two (Page D-16) reduces the number of formal SecDef
DSARC reviews to Milestones II and III.

Milestone 0 would be reviewed by OSD dur.ing PPBS as in
Alternative One above.

Milestone I would be delegated to the Service Secretaries.
SecDef authority and oversight is maintained through notifica-
tion of Service decisions with yeto/disapproval authority if
necessary.
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‘lestones II and II1I receive a full DSARC review and DSARC approval.

- Pro: =~ Further delegation of program responsibility and
reduction in administrative burden.
- Front-end process is speeded as in Alternative One.

- Con: = Further reduction in SecDef control over acquisi-

_ tion of major programs at front-end; may restrict

= SechDef ability to redirect due to program momentum.

- May nnt be consider«d proper implementation of
A-109 with regard to Milestone I (A-109 requires
SecDef to retain decision authority at the four
Milestone Decisions).

Alternative Three (Page D-19) .reduces the SecDef decision mile-
stones to two, but ensures full SecDef involvement in major program
initiation, and improved program definition for program go-ahead.

T

he first decision point,

o combination of Zero and One),

"Requirements Validation:

(equivalent

serves as a full DSARC/SecDef

eview and approval of major program initiation including threat,

weapons concept,

risk and schedule,

readiness,

and affordability

goals. At this point a specific "not-to-exceed" dollar threshold
is established which sets the funding to carry the program through
Concept Validation and early Full-Scale Develcopment activity up to
the second decision point, "Full-Scale Development and Production."
The goals to be achieved by, and the timing of the second SecDef
decision point are defined at the first decision point.

The Program Go-Ahead, second SecDef decision point, occurs some-
what later than Milestone II in a "normal" program schedule, and
t is selected to coincide with Preliminary Design Review. SecDef
"etains source veto/disapproval of a Service proposed action and
- program plans which shall include Full-Scale Development and Pro-
duction, the program plan for Test and Evaluation, Support and
Readiness, and the total acquisition strategy.

The production program review is delegated to the Service Secretary
if there are no major changes to the program approved at the second
decision point by the SecDef.

- Pro: - The administrative burden is reduced by fewcr
0SD level reviews.

- The review levels are linked more closely to
major expenditure increases.

- Program commitment is delayed until program
technical, performance and cost factors are
more accurately determined.

. - Provides more efficient transition between
‘ development and production.

Same Cons as above; in addition the divergence
from A-1095 language is more acute.
- No separate SecDef production decision reguired.

- Con:

14
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Alternative Four (Page D-24) eliminates all SecDef decision

milestones and delegates total program review responsibility .
to the Service Secretaries. The DSARC could be invoked at

SecDef discretion but generally the SecDef would exercise con-

trol and decision authority on a by-exception veto/disapproval

basis. Milestone Zero would be conducted through the PPBS

process as described earlier.

- Pro: - This alternative goes the furthest toward
decentralization and reduction in adminis-
trative burden.

- Con: =~ SecDef direct control of major acquisitions is
substantially reduced. Perceived violation of

the intent of A-109 as regards agency head
responsibility.

Action: USDRE revise DoD Directives 5000.1/2 appropriate te
alternative selected.

Decision:
Current: (Four SecDef Milestone Decisions)
Alternative 1: (Three SecDef Milestone Decisions)
Alternative 2: (Two SecDef Milestone Decisions)

Alternative 3: (Two SecDef Milestone Decisions) iég;;;

Alternative 4: (2Zero SecDef Milestone Decisions)

ACQUISITION PROCESS ALTERNATIVES
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B. Issue: SHOULD MENS BE ELIMINATED/REVISEL?

Problem: The Mission Elerment Need Statemcnt (MENS) is an
internal DoD document used to support the SecDef decision at
Milestone 0. The MENS is reguired by DoD implementation of
OMB Circular A-109 (1976) reguirements to state needs in terms
of mission and that SecDef should certify the need. The MENS
was to be 5 pages or less. 1In practice staffing has increased -
and detailed justification information often requested by OSD
has contributed directly to perceptions of growth in the

"front end" of the acquisition cycle. There are 30 MENS
currently approved. {D-27)

Alternative One would require submission of the MENS (shoricned
or as currently required) no later than with the Service POM
thus linking the acquisition and PPBS process. CfecDef approval
of MENS would be by accepting POM in the absence of specific
disapproval.

- Pro: Consistent with reduced SecDef review options.

- Better integration of acquisition and PPBS
prccesses as "new starts" would be reviewed
in the context of the full Service/DoD budget

formulation process.

- Secbef decision authority retained, but
exercised by exception in the budget process.

- Con: Some reduction in Secbhef visibility and

influence over preliminary program plans.

Alternative Two would eliminate MENS document entirely;
Congressional Descriptive Summary (and other POM documenta-
tion already required) would document Milestone 0.

- Pro: - Reduced'paperwofk, simplified program
documentation.

- Con: - MENS has been given considerable visibility
- in OFPP, OMB, and GAO, could be viewed as
circumvention of A-109 though MENS not
specifically required by A-109.

Action Required: USDRE revise DoD Directive 5000.1/DoD
Instruction 5000.2 appropriate for alternative selected.

. Alternative 1 d;;" i

‘Alternative 2
I Need More Information.

Decision:
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C. Issue: SHOULD DSARC MEMBERSHIP BE REVISED?

Problem: Service Secretaries have statutory responsibility for
the execution of contractual and financial responsibilities for-
their departments, yet they are not voting members of the DSARC.
Service Chiefs also have no vote although they will be respon-
sible for developing and operating the systems under consideration.

Alternative One would maintain current membership. (USDRE,
Chairman; USLP; ASD(C); ASD(MRA&L); ASD(PA&E); Chairman, JCS;
plus others in special cases). 5 <

- Pro: - Retains DSARC as a SecDef staff advisory council.

- Con: = Could place the DSARC in a position of recommend-
ing a position that is contradictory to that of
the Service line executive responsible to the
SecDef without explicitly reflecting the Service
position.

Alternative Two would include the appropriate Service Secretary
or Service Chief as full members of DSARC.

- Pro: - Provide SecDefiwith a broader advisory council.
- Reduces adversary nature of current procedure.

- Con: - Reduce the independence of the DSARC as OSD
advisor to SecbDef.
- Increases the size of the DSARC.

Action Required: USDRE revision of DoD Instruction 5000.2
required. :

Decision:
Alternative 1

Alternative 2 mz -

I Need More Information
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‘J. Issue: WHO SHCULD BE THE DEFENSC ACQUISITION EXECUTIVE (DAE)?

Problem: Current policy requires that a DAE be designated by
the SecDef to be the principal advisor and staff assistant for
the acquisition of defense systems and equipment. The USDRE is
designated the DAE. However, the scope of the function en-
compasses procurement of material to support and sustain the
force. There is continuing competition between modernization
readiness, maintenance of forces and sustainability. The USDRLC
has primary staff responsibility for force modernization efforts
of DoD. (D-32)

Alternative One would retain USDRE as the DAE.

- Pro: - The USDRE is clearly the OSD executive with the -
greatest technical knowledge and systems develo-

. opment expertise.
- Con: - Primary USDRE responsibility is developing
wearon systems as opposed to operating, main-
taining, or supporting the military force.

-~ The effort to rationalize and fund competing
programs suffers because USDRE could be an
R&D proponent himself.

Alternative Two would designate DepSecDef as DAE.

- Pro: - Improved balance between modernizing and oper-
ating the force and a more coherent defense
program could result from having DepSecDef
chair both the DRB and the DSARC.

- Con: Increases the level of DepSecDef .nvolvement in
the acquisition process. USDRE is the OSD

technical and system development expert.,

Alternative 1 22?’“'

Alternative 2
I Need More Information

Decision:
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E. Issue: WHAT SHOULD BE THE CRITERION FOR SYSTEMS REVIEWLD BY
DSARC?

Problem: Currently, there are over 50 major programs desicgnated
for DSARC review. Although dollar tnresholds (currently S$100M
RDT&E oo $500M procurement in FY 1980 §) are "guidelines," they
are generally the rule of thumb used to select major programs.
Major program designation is derived by subjective judgment based
upon joint Service participation, estimated funding, manpower and
support regquirements, risk, politics, and other Secretar:

» of
Defense interests. (D-33)
Alternative One would continu2 present systemn.

- Pro: - The current system allows flexibility in
designation, and does not force uncon: ious
programs to become major strictly becau.e of
large investment.

- Con: -

The largely subjective criteria caus~s un-
certainty, and may be susceptible to an
arbitrary designation.

Alternative Two increases dollar guidelines for major system
designation to $200M RDT&E and $1B procurement in FY 30 S.

.= Pro: - The nuinber of Service DSARCs. and DSARC would

be reduced approximately 25% while still
insuring review of the most expensive major
systems.

Uncertainty and the opportunity for arbitrary,
unnecessary designation are reduced.

Reduces number of major systems of significant
investment not reviewed at Secretary of
Defense level.

Action Required: USDRE revise DoD Directive 5000.1/DoD
Instruction 5000.2 if Alternative Two is adopted.

Decision:

Alternative 1

Alternative 2 ;2; - T
I Need More Informat:'on
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F. 1Issue: _HOW SHOULD THE DSARC/PPBS DECISION BE INTEGRATLD?

Problem: .. has been the perception that a DSARC endorsement
and subsequent SccDef approval commits the Secief/Service to
fund the program as approved. This has led to confusion as to
program status and stability. The DSARC process reviews single
programs at significant milestones to determine readiness to
proceed to the next phase. It is not feasible in that context
to assess the financing of a major program vis a vis other
Defense requirements. In contrast, the PPBS addresses all
programs within a resource allocation framework without an
in-depth review of technical issues and progr:m structure.

This "disconnect," the lack .of explicit resource commitment
(including support and manpower) resulting from a successful
DSARC review and subsequent SecDef approval, is frequently cited
as a flaw in the acguisition process. (D-35)

Alternative One continues present practice.

- Pro: - 1Aallows funding decisions during POM/budget
development.
- Con: =~ Fcsters program instabilities when DSARC program

is not supported in PPBS cycle.
- May void contract with industry.

- Alternative Two resolves the interface problems by providing that

programs reviewed by the DSARC will be accompanied by assurance
that sufficient agreed to resources are in the FYDP and EPA or
can be programmed to execute the program as recommended. DSARC
review would certify the program ready to pro:eed to the next
acquisition stage. Affordability in the aggregate would be a
function of the PPBS process.

- Pro: =~ This would lead to DSARC endorsement of fiscally
executable programs and fosters program
stability through resource commitment.

- Con: - Funding constraints may be set without regard to

technical issues.

Alternative Three has the DRB assume the functions of the DSARC.
This also makes DepSecDef the Acquisition Executive.

~ Pro: - Decisions made by single body: no need to
revisit in another forun.
- Forges a closer linkage between the acquisition

process and the PPBS.

Currer.t DRP membership not optimal for technical
program reviews.

- Con:
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Action Reguired: Alternative 2--DAE enforce current DoD
Directive 5000.1 affordability policy and USDRE revise 5000.1
to strengthen policy and eliminate confusion.

| ; Alternative 3--USDRE revise DoD Directive
N 5000.1/DoD Instrpction 5000.2 to reflect changes in role and
membership of DRB.

Decision:
Alternative 1
; Alternative 2 ;Z?EZ
p Alternative 3

I Need More Information ~
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PROGRAM MANAGER CONTROL OVER LOGISTICS AND SUPPORT
RESCURCES

G. Issue:

Problem: Three programming and budgeting problems are disin-
centives for program managers to provide system support and
readiness.

l. Support program and budget requirements are based on
experience related measures (unrelated to readiness) instead
of a system’'s support requirements and readiness factors.

2. Budget review by appropriation categories. The fielding
of a weapons system involves several appropriations: R&D,
procurement, military construction, operation and maintenance
and military personnel. Normally budget decisions in these
accounts occur without visibility of the impact on individual
system's support or readiness.

- 3. Budget execution. Some weapon support funds (spares,
training, depot) are controlled by Service activities not
responsible to the program manager. Sometimes priorities do
not match the program manager's and funds are diverted to fund
other requirements.

The Program Manager may not know of or participate in PPBS
decisions which impact on his system's support. Once decisions
are made on his system's support, they may be altered by an-
other activity during budget execution. This is particularly
critical early in FSED as well as during the transition to pro-
duction when large initial support resources are spent. At any
given time, there would be an estimated 15-20 weapons total
involved in transition. Procurement of spares with contracts
separate from the system production contract increases spares
costs.,

OPTIONS: Alternatives 2 and 3 below would apply to selected
weapon systems, those nearing production or in early production
(15-20 systems). A two year trial is recommended for the
selected alternative.

Alternative One would continue present management system (use
traditional/experience related measures to review system support
program and budget requirements; review budget by appropriation
categories.

- Pro: -~ No cost of change.

Pisincentives for program manager to provide

system support readiness remain. Budget review

and budget execution problems are not addressed.

- Little program manager input to support budget
execution.

- Con: =~
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Alternative Two would have Services submit with the POM support

resource requirements and readiness objectives, by weapon system,
for systems entering/or in early productior. Direct OSD to have
a single review of support associated with individual systems.

Pro:

Gives more PPBS visibility of the combined effects of major
support decisions on readiness cbjectives.

.Removes PPBS disincentives by reducing independent budget/
PPBS decisions without visibility of effect on program as a
whole. ‘

Would move in the direction of a more mission oriented budget
decision process.

Con:
Some extra work for the reviewers.

Alternative Three is the saine as two but would additionally de-
velop rprocedures to give the PM more contrsl of support resources,
funding and execution. Services would develop implementing
approaches to deal with the problems identified on this issue.

The basic option should give the Program Manager a voice in support
resource allocation and budget execution process through in-
creased and centralized resource visibilitv and coordination by

the PM on changes to his plans.

Pro:

Giving the Program Manager a voice (or coordination) in major
support resource decisions for his program would improve re-
sponsibility.

Con:

A moderate step requires procedural changes and may or may not
be effective. More direct control of many resources would un-
balance the overall use of logistic resources by the Service.

Action Reguired: ASD{MRALL) letter to Services stating objectives
to give more incentives to PM. ASD(MRA&L) would work with the
Services to define and evaluate implementing options. 1Initial
letter can be prepared within 30 days.

Decision: Alternative 1
Alternative 2

Alternativa 3

I Need More Information




H. Issue: TIMPROVING RELIABILITY AND SUPPORT FOR SHORTENED
ACQUISITION CYCLE ‘

Problem: In response to serious readiness and reliability prob-
lems in many of the systems  we now coperate, there have been
increases in Service and OSD efforts to define reliability and
support objectives and to demonstrate their accomplishment prior
to major production commitment. Recent acquisition policies
include this increased emphasis. :

The new focus cn shortening the development pro-tess is pcten-
ti2lly in conflict with initiatives to improve reliability and
support. Whereas the fastest acquisition approach involves
initiating production prior to test of development models, the
highest confidence of achieving reliability and other support
goals in fielded hardware involves iterative design and testing
before high rate production. A balance must be struck on each
program. Many o:i the serious problems in current systems
result from not striking the correct balance.

For those systems which are run on a fast track. there are re-
quirements for additional early funding to design in reliability
and support characteristics - including the need to pay this
price in parallel or competing develcpments. Additional in-house
talent must be brought tc bear, and industry incentives need to
Le applied to avoid previously experienced support problems.

Because of the relative priority of reliability and support
efforts ccmpared to performance objectives, and the ~urrent
shortage of in-house talent to address these problem:, specific
top management attention, priority and stress on support re-
sources 1s needed.

Alternative One modifies the current acquisitjon procedures to
require @ specific early decision (circa Milestone 1 on many
programs) on the approach, additional resources and incentives
which will be used to balance the risks in the reliability and
support area on each program. The vehicle for decision can be
an acquisition strateqgy prepared by the Program Manager. This
should include an option which goes as far as possible in extra
efforts (design, parallel testing, contractual) to increase the
likelihood of achievement of support objectives on concurrent
programs.

Early decision on degree of concurrency sets in
motion long lead steps to reduce support risks.
- Results in conscious decision to btalance all the
objectives in the light of Service and DoD
priorities. \
- Gets additional early resource needs considered.
- Provides clear support objectives to PM.

- Pro:




- Con: - Will require more up-front funds. Will be
viewed by some as addressing support too early.
- Additional responsibility for PM (but the
clear decisions may be helpful).

Alternative Two shifts more of the focus to fixing reliability
and support problems experienced in fielding the system by
subsequent redesign of production hardware and incorporation of
fixes. Rely more on interim contractor support while problems
are being fixed.

- Pro: - Easier to do.
- Leaves program manager freer to make the
trade-offs without Service involvement.

- Con: - Requires more funds to fix later. Historically
difficult to get funds for major fixes. Less
likelihood of avoiding support problems.

- Congress will criticize the early fielding
problems.

Action Required (If Alternative One is selected): USDRE issue
guidance adding early assessment of support options to the
current procedures. This could be part of a decision on cver-
all acquisition strategy. Additionally request the Services
to revise and develop support related planning guidelines.

' Alternative 1 EQ: )

Alternative 2
I Need More Information

Decision:
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THE DEPUTY SECRETARY OF DEFENSE
WASHINGTON, D.C. ;OJOI

2 March 1981

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS
CHAIFMAN OF THE JOINT CHIBEFS OF STAFF
UNDER SECRETARIES OF DEFENSE
ASSISTANT SECRETARIES OF DEFENSE
GENERAL COUNSEL
ASSISTANTS TO THE SECRETARY OF DEFENSE

SUBJECT: Improving the Defense Acquisition System and
Reducing System Costs

The Secretary and 1 have initiated a review of PPBS.
We also intend to make major improvements in the Defense
Acquisition System and to strengthen and improve the inier-
face between these two key DOD management systems. Our
priority objectives are: reduce costs by looking for sub-
stantial and real savings in the acquisition of major
weapons systems; improve the acquisition process and make
it more efficient and more effective; increase the stabil-
ity in our programs so that long-range Service progranm
funding is more predictable; assure that the acquisition
system decisions are closely coordinated and in consonance
with the PPBS decisions; require that appropriate long-
range business strategies and planning tools are put in
place to reduce unit costs; and increase the quality while
decreasing the delivery time of military hardware and
civilian services. This will reguire improved long-range
resource planning in all aspects of the acquisition process.
It will also require increased participatory management,
invelving the Joint Chiefs, the CINCs, and all of the
Military Services working together with the Secretary's
staff.

I am asking Mr. Vincent Puritano, my Executive
Assistant, to immediately establish and chair a Steering
Group to assess options for improving ‘the acquisition
process and to make recommendations to the Secretary and
me by March 30th. These recommendations should be specific
and workable, and provide for immedjate improvements with-
out major disruptions to the current programs. Longer
term adjustments, if needed, should also be proposed by
the Steering Group. The Steering Group should not conduct
or recommend a study of the acquisition process; it has
been studied many times by consultants, by internal review
groups, by GAO and Congressional committeées and, recently
by the Defense Science-Board. The Steering Group members
should review all these studies and recommendations so that
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improving the acquisition process that can be put into effect
upon approval by the Secretary of Defense and myself. 1 then
expect to follow-up aggressively to assure that decisions are
implemented. i

.they can immediately identify and evaluate major options for

Attached is a pireliminary list of issues and concerns for
Steering Group discus.iion. The Secretary and I will be looking
for options and recommendations that will assure we are buying
adequate quantities of high priority weapons systems while
simvltaneously eliminating lower priority programs; that will
reduce costs; that will not only make the process more efficient
but will also provide the flexibility to tailor acquisitions
to specific needs; that will reduce the overall length of time
for acquisition but simultaneously provide more long-term
stabiiity; that will build in more effective long-range plan-
ning in order to assure that acquircition decisions are made in
the context of broad national security requirements and funding
censtraints; that will provide more multi-year contracting
- opportunities; and finally, that will make the DSARC and PP3S

processes more complementary and eliminate repetitive decision-
making in both systems while maintaining enough flexibility
to alter programs when necessary based on changed national
priorities.

Another major acquisition issue, Industrial Preparedness,
is being addressed separately. The recommendations of this
group should be consistent with increasing Industrial
Preparedness.

In the early stages and as an integral part of your
review, the Steering Group should also plan to obtain views
. of the DOD acquisition process from appropriate industry and
contractor representatives. Their experiences should help
us improve the process.

The DOD acquisition system is most complex and your full
ccoperation and assistance is needed to assure that we truly
improve the process and achieve beneficial effects on the
costs of weapons systems and on program stability. Please
ad> ise Mr. Puritano immediately as to your member of the
Steering Group. “e will then schedule the first meeting of
the Steering Group next week. The agenda for this first
meeting will include discussions of the objectives and
organization of this effort as weli as the initial develop-
ment- of the issues and options for improving the acquisition

process.
’ ‘
- * \

rank C. ucci
Deputy Secretary of Defense s
Attachments - 3
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ACQUISITION PROCESS REVIEW

ILLUSTRATIVE LIST OF ISSUES TO BE CONSIDERED

© How can we best ensure that DSARC decisions are affordable
and that cost growth can be arrested and better controlled?
Should major systems be prioritized so that, as costs begin
to grow, lower priority programs in the mission area can be
identified as an alternative source of funds? How can we
assure that the budgeting for each program is more realistic?

How can we identify cost savings on a continuing basis?

O How can we better integrate acquisition decisions with

the PPBS?

© How can we improve the weapon system requirements process?
How can we discipline the requirements process to eliminate
gold plating? How can we ascure that 2volutionary product
improvement to existing hardware is considered along with
new systems starts in an overall acquisition plan to meet

defense requirements?

© How can improved long-range planning be better integrated
into the acquisition process? How should the irpact of acquisi-
tion decisions on overall mission capability be addressed?
How can the affordability and long-range fgnding requirements

be better integrated with the technical performance requirements

of major systems?
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O How can more stability be brought to the acquisition
process? How can production stretchouts and reduced rates
of broduction thereby raising unit costs, be avoided? Should
DSARC establish total program quantitites and production rates?

How can we apply more multi-year contracting where appropriate?

O How can readiness implications of accuisition decisions
be better integrated into the acquisition process? How can
reliability, maintainability, spares, munitions and manpower
requirements of weanons acquisition decisions be considered
during the process? Should the operational viewpoint of
the CINCs on weapons requirements, particularly including

readiness factors, be considered during the acquisition process?

O Should there be more flexibility in the acquisition process?
How can we tailor the acquisition strategy to be more efficient
and more cost effective for each program? How much authority
should be given the Program Managér for the purpose of tailoring
the acquisition strategy and trading of cost, performance and
schedule? How much concurrency Between testing and production

should be in each program and how should this be decided?

0 How can we reduce the exce ;5 time in the acquisition process?
What steps can be eliminated or reduced with thc objective of
shortening the overall acquisition process? Do the OMB circulars

need to be revised or reinterpreted in DOD?
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© Should the role, process and members of the DSARC, as
cufrcntly constituted be changed? What criterion should be
used in selecting systems for review by the DSARC? How can
we better coordinate the various viewpoints before the DSARC

meeting? How can the DSARC be made more efficient?
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Feb

Mar

Mar
Mar

Mar

Mar

Mar

27

4 to
17

17

23
30

PROPOSED SCHEDULE

DepSecDef appoints Steering Group.

Steering Group meets, agrees on terms of
reference, schedule and procedure for review.
Begins preliminary issue development, appoints
working group.

Working group identifies and reviews major
issues, identifies options for improvement

for Steering Group review, including inventory-
ing existing recent studies of acquisition
process; develops preliminary implementation
plan.

Steering Group reviews options, gives working
group detailed guidance for proposal to
DepSecDet.

Steering Group reviews final proposal.

Steering Group delivers final proposal, including
implementation plan, to DepSecDef for decision.
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STEERING GROUP MEMBERSHIP

ACQUISITION PROCESS

NAME

Mr. Vincent Puritano

Dr. Janes P. Wade, Jr.

Robert A. Stone
Dr. Jack Borsting
Mr. Thomas Christie

Mr. Gerald A. Cann

vADM R. R. Monroe'

VADM M. S. Holcomb
LTG Donald Keith
LTG Robert Lunn
Mr. James wklliams
MG Marc Reynolds
43 J. S. Abrahamson

MG H. A. Hatch

RADM Richard Paddock

POSITICN

Chairman

Member
Member
Member
Member
Memker
Principal Observer

Principal Obsecrver
Member
princ 'pal Observer

Member

Principal Observer

Principal Observer

Principal Obafrver

ORGANIZATION

Executive Assistant to the
DepSecDef

Acting USDRE

Acting ASD(MRASL)
ASD(C)

DASD (PAGE)

Acting ASN(RE&S)
pDirector, Navy RDT&E

Director, Navy Program
Planning

DSRDA, Department of  the
Army

DARCOM, Department of the
Army

DASAF (ACQ MGT), U.S. Air -
Force

DCS/AQ, U.S. Air Force
Logistics Command

pcs/Systems, U. S. Air Force
Systems Command

Deputy Chief of Staff
Installations & Logistics
HQ USMC

JCS/J5







ATTACHMENT TWO

WORKING GROUP ORGANIZATION AND MEMBERSHIP
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ACQUISITION PROCESS WORKING GROUP ORG2ANIZATION
' CHAIRMAN: DR. PAUL J. BERENSON, OSD
Team A Reduce Cost (RDT&E and Unit Cost)
‘ Chairman: Mr. Milt Margolis, OSD/PALE
- Provide realistic costs
- Discipline weapons performance/technical
., requirements (eliminate gold-plating)

- Early cost/performance trade-offs

- Subsystem product improvements

-~ Increase stability (funding, schedule,
production quantities)

- Reduce required paperwork

- Software

- Multi-year contracting

' - Competition

- Increase productivity

- Provide incentives to personnel and
organizations to reduce cost

- Provide management reserve

- Increase PM authority (specifications,
cost trade-offs, etc.)

Team B

Shorten Acquisition Time

Chairman: Brig Gen Roger Peterson, AF,/RD

- System initiation (front end)

- Development time
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Team C

Team D

~ Procurement time
- Schedule, cost, performance trade-offs
- ‘Testing implications

-~ Tailored acquisition strategy (concurrency,
specifications, PM authority, etc.)

- Combined decision milestones

Reduce Required Sugpoft Resources

Chairman: Mr. Russ Shorey, OSD/MRA&L

- Operational readiness (availability,
spares, personnel, etc.)

- Address support during conceptual designs
- Include R&M design parameters

- Incentives and motivation (awards,
contractual, etc.)

- Software

- DSARC realistic minimum objectives
(Hardware vs Logistics)

- Operational test objectives and phasing
~ Manpower specification skill level constraints

Improve DSARC Process

Chairman: RADM Lee Kollmorgen, OP-96/Navy

- Role and membership

Milestones
- Systems covered selection criteria
- Ensure mission area context for acquisition decisions

~ Ensure affordability to procure adequate quantities.

Realistic long range budgeting (acgquisition and support){

-~ Integration with PPBS
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Reduce repeated revisiting of decisions

Acquisition Executive

Cross-Service integration and standards

Simplify process
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\ Acquisition Process Working Group 30 March 1981
Dr. Paul J. Berenson Chairmman, OSD
Dr. Michael K. Korenko Special Assistant, GsD

LTC John Bertelkamp, USA Special Assistant, DSMC

D Team A - Reduce Cost (RDTSE and Unit Cost)
E Milton A. Margolis (Team Leader) 0asD (PASE)
v LTC(P) George W. Handy DCSRDA  (Anmy)
> Gary Christle QASD (C)
= Erika Kussy .OASN (RE&S)
: LTC Buzz Gillogly HQ AFSC
. Gordon A. Frank USDRE-AP (PESO)
C. Geiger ' NAVSEA
: Qurt Bardy . DAROOM (Axmy)
RXdm J. B. Wilkinson NAVAIRSYSOOM
LTC Joseph R. Calek QASD (PASE)

Tean B - Shorten Acquisition Time

BGen Roger Peterson (Team Leader) HQ USAF/RD, Dix, Pgm Integration
BGen E. Fox (Ass't Team Leader) 0SD, Ofc Dep Dir, Test & Evaluation
Capt W. Hauenstein, USN USN, Dir Acg Policy
Col Qurtis G. lawsaon, USMC ASN (RE&S)
Ool. Nomman A. McDaniel, USAF HQ USAF/RD, Mgt Policy Div, Chief
Col. Jchn W. Moore, USA 0SD (MRASL), Wpn Spt.
. Col. Donald J. Couture USAF, OUSDRE (TWP)

LTC David L. Click, USA QAsSD(C)
MAJ Iou Kouts, USAF HQ AFSC
LCDR Robert L. Porter, USN Navy, CP 098
Dr. James J. Mcleskey Army DAROOM

X Mr. Douglas Kinney . 08D (PASE)

5 Mr. Fred Reinhard OUSDRE (AP) MSA

' Mr. Ronald A. Davidson osD (C)

Team C - Improve Weapon Support and Readiness

Russ Shorey (Team Leader) 0SD (MRASL)
Janet Weisenfard 0SD Campt. Spec. Proj
Maj Gene Faggard AFSC/AFIC
Col Tom Musson QUSD(RSE) AP
LIC Frank Tubbesing QUSD(RSE) DDTE
Emerson Cale _ NAVMATO 421
. LTC Bruce W. Ewing HQ USAF/IEYE
1 Maj Tam May PASE
i ‘ CAPT Robert C. Powers ©  DSB/OP-098R
John Sylvester : NAVAIR (Air-41) _ A
Frank McDonald . OSD/PALE .
e Ool Sam Meyers ASA (R, D, A)
. M. Meth 08D (MRASL) i
4 LIC Larry Davis DA/DSLOG
‘.‘ Maurice Cleveland OSD (Campt)
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Team D - Improve DSARC Process

RAIM Lee Kollmorgen (Team Leader)
Dave Hessler (Assistant Team Leader)
Capt George Hillips
\ Capt Don Ledwig
Col John McNerney
Lt Col Ken Wheeler
Lt Col Dave Dibell
; LTC Gary Hyde
. John Smith -
Mike McGrath
LCDR Jim Buttinger
. Bill Krulak
ICDR Eric Briggs
John Tino
Charlie Watt
LTC Jack Bertelkamp
Jim Thanpson
Dave Anderson

Team E - Multiyear Procurament

Robert F. Trimble (Team Leader)
Richard A. Harshman (Assistant Team Leaden
Manuel Briskin

Herbert L. Fisher

CIR Edward J. Bano

Michael Korenko

George Dausman

Neil Ginnetti

Leonard Keenan

Capt R. Janes

John H. Flaherty

Margaret A. Olsen

Charles P. Nemfakos

Col Richard Jchnson

LTC Larry O. Cox

LIC Gary lafors
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QNO (oP 96)
osD (C)
Qics (Js)
NAVMAT-08C.
DCS RDA
AFSC (SD2Z)
AF/RD
OUSDRE

" QUSDEE (AP)

OSD (MRALL)
osD (C)
OSD (PASE)
CNO30P-96)
ASN (RE&S)
CUSDRE
DSMC

QASD (ISA)
OUSDRE

OUSDRE (AP)

023D (C)

oGC

OUSDRE

OUSDRE

Spec. Assistant to SecDef & DepSecDef
OASA (RDA)

ansa (IL & FM)
Canptroller (DACA)
OASN (MRA&L)
NAVMAT

OGC-N

Oamptroller (NCBB)
Comptroller (ACBI)
2F/RDCS

AFSC
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Team F - Industry Review

Mr. Robert S. Miller (Team Leader)
Sr. VP & Director of Contracts
Fairchild Republic Ccmpany

Mr. Hugh Witt

Vice President

Government Relations

United Technologies Corporation

Mr. Douglas M. Heller
Director of Research
Martin-Marietta Corporation

Mr. Walter L. O'Neil (Asst Team Leader)
Vice President

Govermment Relations

Hazeltine Corpcration

Mr. Jack Ccmish
Graup Director
Quality Assurance and
Reliability .
Bendix Corporation

Mr. Arncld Pazornik

Assistant Vice President
and Director of Contracts

ARINC Research Corporation

Mr. Harvey Kishner
President
ORI

Mr. Wallace H. Robinson, Jr.
President
NSIA

Mr. James F. Drake

Avance Program Planning
Corporate Director

Hughes Aircraft

Mr. Sidney Tiedd

Manager, Naval Marketing

Newport News Shipbuilding
(Program Management)

74

Mr. Charles Gearge

Industry Chair

Defense Systems Management
College

Dr. Richard Webster
Executive Assistant to the
Vice President, Defense Group
Westinghause Electric
(Dr. Webster is expert in Logistics)

Mr. Dale Babione

Director for Government and
Business Relations

Boeing Company

Mr. Frank Bane

Directar, Goverrment Business
Policy

TRN

Mr. Frank Besson, Jr.
MM General

Mr. John Howland
Counsel, Westirghouse
Electric Corporation

Colonel A. F. Bond, USA (Ret.)
Committee Executive
Procurement Comittee

NSIA

Mr. Robert G. Gibson
Consultant, Lockheed Aircraft

. /’




R S R

In addition to NSIA Industry Revie oroup (26 March 8l),
& 7 listed below are NSIA industry members who participated in the

development of the 29 ideas transmitted to Acquisition Working

il
h Group on 17 and 18 March 1981 respectively:
. .
N John Wood
Adm. for Acctg. Practices - IBM Corp
1 William Huber - Norden Div.
. Mgr. Products Assurance United Technologies COrp.
Cecil Covington - Texas Instruments, Inc.
. Mgr Government Relations '
’ Harry Gunther . - pefense Electr nics Systems,
planning Advisor Westinghouse E.ectric Corp.
Seymour: Herman - Arthur Anderson Co.
Manager
Al Thumser - General Electric Co.

Government Contracts

Wilsie Adams - McKenna, Conners & Cuneo

. Attorney (Proc.)
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ATTACHMENT THREE

INDUSTRY INPUT AND REPRESENTATIVES

17







JR Lien
Chairman,

RS. Ames
Vice Chairman,

Mational Headguarters

Executive Commuttee

goovoon,  (IRTIONAL SECURITY INDUSTRIAL ASSOCIRTION | g5pureof st
gy

J.B. Jackson

1015 15th Street, NW. Vice Chairman,
Suite 901 Executive Commitiee
Washington, D.C. 20005 W. H. Robinson, Jr.
Telephone: (202) 393-3620 President

APR 10 1381

Mr. Vincent Puritano

Executive Assistant to the

Deputy Secretary of Defense, and
Chairman, Acquisition Process
Steering Croup

Office of the Secretary of Defensze
Washington, D.C. 20301

Dear Mr. Puritano:

This refers to your letter of 24 March 1981 relative to the DoD review of
the acquisition process. In that letter, you expressed determination to
improve the acquisition process in ways that will reduce cost, shorten
acquisition time, provide stability, provide flexibility and in general
assure the acquisition of adequate quantities of needed equipment. We
appreciate your including an industry group representing companies of
member associations of the Council of Defense and Space Industry Associa-
tions (CODSIA), including NSIA, to participate in the project.

The industry group has reviewed the Acquisition Process Working Group
Report, is pleased with the recommendations contained in the report, and
also to find that the report reflects the industry ideas and recommendations
that were provided by the group.

We consider this review of the acquisition process to be critical and timely.
If we can be of further assistance in planning implementation of the recom-
mendations, please feel free to call. ’

., . Sincerely,

/4/5.'(/},;, 4 ﬂ{_‘_,/‘

Haliace H. Robinson, Jr.
President

WHR/AFB/dm
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INDUSTRY RECOMMENDATIONS

The ten most important problems as viewed by industry are given
below with recommendations intended to address each problem which
are listed in order of importance.

These recommendations were developed through the National Security
Industrial Association (NSIA) by an assembled group of industry
personnel representing member companies of member associations of
the Council of Defense and Space Industry Associations {(CODSIA).

1. INDUSTRY INCENTIVES

Change the current policy relating to depreciation cost, profit,
cancellation ceilings and "one-year" contracts to provide adequate
incentives for companies to invest in capital assets that would
increase productivity and reduce acquisition costs. This would
motivate companies to make significant capital investments to
accomplish Defense contracts. It weuld provide protection to
contractors more commensurata with risk. Such a change would
also improve the industrizl base by virtue of continuing moderniza-
tion of facilities. :

Change existing title, licensing, and data provisions of
contracts to provide incentives for innovation in contract
performance or commercialization of inventions. Title should -
normally rest in the contractor with a license only to the
Government for Government use. The existence of a prior
patent position should be recognized in the solicitation
phase of acquisition.

RECOMMENDATION

-
=

a. Recognize the cost of carryiﬁé“working capital through
mndification of progress payment provisions and/or
recognition of interest cost.

b. Eliminate the cost of money offset (under CAS 414) for
research and development and service contracts in the
Weighted Guidelines method of determining the Profit
Objective. This will encourage industry facilitation.

c. Provide for ~gotiation of profit levels commensurate
with contr. investment and risk.

d. Recbgnize replacement depreciation costs by amending
or repealing CAS 409,  "Depreciation of Tangible Assets."

e. Structure contracts to permit companies to share in
the costs reductions resulting from new investments
which provide for increased productivity.

— ——
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f. Expand use of multi-year contracts with realistic
cancellation ceilings.

g. Provide a consistent policy which will promote
innovation by giving contractors all the economic
. and commercial incentives of the patent system.

h. Provide policies to protect proprietary rights and
data.

2, REDUCE PROGRAM INSTABILITY:

Problem: Program instaktility results from changes in
DoD priorities by top level managers translated into program
changes, redirections, starts, stops and stretchouts, prin-
cipally during late stages of development and productions.
Uncertainties and insufficiencies in funding (and, consequently,
production rates and amounts) and in timing also affect industry's
ability to plan and manage resource commitments. Cost growth
and time delays are inevitable conseguences. This also reduces
industry's incentives to make required commitments for long-
term support of Defense programs.

RECOMMENDATIONS:

a. Eliminate marginal programs up-front in order to adequately

-fund priority programs.

b. R"stablish Service commitments to long-range acquisition
objectives, confirmed by Secbhef (and OMB and Congress where
possille) to ensure continuity in program priorities.

c. Multi~-year procurement: Expand to all major brograms
for which this is feasible.

4. Eliminate micro-management at high levels of Service Material
Acquisition agencies in OSD. Focus decision-making authority
and responsibility on Program Managers.

e. Make Economic Production Rates a priority SecDef issue in
program and budget review. Aggressively work to convince
OMB and Congress to commit to required funding levels to
achieve economic production rates.

f. Establish procedures which will allow phased scheduling
of sequential milestone efforts so that manpower "peaks and
valleys" can be eliminated.

g. Commit DoD to concurrent, up-front funding of support-
related items: spares, test articles, training systems, etc.
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h. Expand role of industry in post-production maintenance
to ensure continuity in life-cycle support. Specifically,
apply A-76 guidelines to ensure that government in-house
maintenance is absolutely regquired and is most cost-
effective way to go.

3. OVERMANAGEMENT-SURVEILLANCE REQUIREMENTS

Recordkeeping, reporting, audit and surveillance require-
ments are unrealistic and demand support attention which is
uneconomical and counterproductive.

Government personnei spend inordinate time checking
compliance with many unnecessary requirements. Company
employees tied down by these activities are not contributing
to productivity.

Minimize the imposition of surveillance requirements to
a level which ensures delivery of desired products without
preempting the authority and responsibility of industry to
efficiently perform on their contracts.

Reduce requirements for delivery of financiali and
technical data to a minimum. Inspection or briefing without
providing copies should be the rule rather than the exception.

4. LACK OF COST REALISM IN COMPETITION

Too often contracts are awarded to the low bidder even

though DoD in-house estimates reflect the unrealism of such

a low bid. 1Industry perceives that in spite of stated evalua-
tion criteria, the final decision is based on cost, and
successive competitions become technically leveled auctions.
The result of these actions is usually reflected in programs
that overrun and that fail to meet schedule; also severe
financial impact is often experienced by the contractor.

RECOMMENDATIONS :

a. Eliminate the need for best and final offer by awarding
competitive contracts to the most realistic bidder.

b. Bids that are clearly unrealistic should be critically
reviewed.

S. USE OF APPROPRIATE CONTRACT TYPES

RECOMMENDATIJION:

a. Require the Services to use appropriate contract types and
not use fixed price contracts in inappropriate circumstances--
e.g., for research and development effort.

-
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ter dated 27 Jan 81, subject: Total Package Procurement
ued by Acting Deputy Und2r Secretary (Acquisition Policy).

Qt SecDef should promulgate a policy statement similar to the
s

6. MODERNIZE LAWS AND REGULATIONS GOVERNING THE ACQUISITION PROCESS

It has been estimated tha’ there are nearly 4,000 different
statutes dealing with acquisitioi. Each interaction of the
Congressional process adds to th¢ ~-zmplexity and overmanagement.

Accelerate the review and consolidation of statutes pre-
scribing the acquisition process and take adrrantage of Public
Law 96-83 to design a vastly improved Defens> Acquisition
Process Foundation through the Uniform Procurement System
(UPS) project underway in OMB.

This will simplify the entire Acquisition Management
Process, reduce people and costs, and result in a better
system.

ECOMMENDATIONS :

O Institute a program which makes industry participation
in the development of implementation regulations
mandatory.

O Create a compendium of all Public Laws impacting
upon the acquisition process. Fully participate
with OFPP of OMB in the desaign of the UPS and
support OFPP to accelerate the creation by Congress
of a uniform procurement law as a single source of

‘ authcrity.
7

. UNDERFUNDING

When substantial front end investment is necessary to create
competition, the program manager should demonstrate the potential
benefits from competition (maintaining competition is not an end
in itself). Technical competition during development which requires
large investment should only be maintained if clearly advantageous,
for instance when truly different concepts are pursued. These recom-
mendations should be implemented by revising DoDD 5000.1 and DoDI
5000.2 to make generation of competition and dual development
optional.

8. UNREALISTIC INFLATION GUIDELINES

Recent studies indicate that actual in~lation in the
defense industry is running considerably ove. current allowable
OMB rates. Changing the inflation rates to a more realistic
value will improve program stability and baseline projections
in planning for production. It will eliminate "game-playing"
with defense programs.
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Realistic rates will also improve investment credibility
in the defense industry and provide Congress with more relicble
data for consideration of programs. Should reduce costs and
time in the final analysis.

RECOMMENDATIONS:

(o} Instruct .the Services of the need to grant equitable
escalation price adjustment (EPA) clauses in all
appropriate procurements. Contract price adjustments
made in accordance with EPA provisions should recognize
the impact of inflation on profits.

o Require that inflation rates for planning reflect
realistic projections from recent expeiiences.

° Program funding and  subseguent contracting should
not be based upon a currcnt year doilar value.

o Require that inflation indices reflect the defense
industry's own inflation.

9. GOVERNMENT COMPETITION WITH INDUSTRY MAINTENANCE AND
OTHER._SERVICES

Implementation of OMB Circular A-76 in the area of
Weapon System Maintenance has be~n very slow. The Services'
Industrial Facilities Management are highly resistive to
losing this business to industry. Yet--industry, by its
very Jundamental mission, has the capability - on line - to
do this job. The resultant adversary relationships created
by this situation are extremely difficult tc correct under
existing conditions.

RECOMMEND#TION :

OSD (MRA&L) should direct the Services to ccnsider contractor
support options for life cycle support of weapons systems.

O Extended contractor repair warrantics should be
encouraged for newly deployed systems.

O Contractor depot maintenance should be preferred
where cost-effective.

O Engineering services should be contracted to industry
when beneficial to industrial technology base retention.

O Contractor maintenance options should be considered
for all levels of support of low volume, high
complexity systems.

High Implementdtion Responsibility: Dob Impact:

Near Term)

(Payoff:
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10. ADVERSARIAL RELATIONS

Since World War II, the DoD/industry interface has degraded.
In spite of efforts of the first Secretary of Defense, Forrestal,
to bring this gap ie.g., the formation of the National Security
Industrial Association), little has been dune to improve the
situation. This adversarialism adversely impacts the deifense/
industry infrastructure in both productivity and capability.
Lack of effective communication and participative management
results in higher costs and lack of innovation.

RECOMMENDATION:

0SD (Acquisition Executive) should direct all staffs and Services
to manage total weapons acquisition on a participative basis,
using industry as a full team member.

O Program Management training should be revised to both
reflect this policy and include equal industry
participation.

© DSARC process guidelines should be revised to include
industry participation in all phases.

O Career assignment interchange programs should be
developed to promote more communication and under-
standing of program management of both DoD and
industry.

(Payoff: High Implementation Responsibility: OSD Impact:
Near Term)
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NATIONAL SECURITY NDUSTRIAL ASSOCIATION
National Headquarters -

1015 15th Street, N.W.

J.R. Lien
Chairman,
Board of Trustees

R.S. Ames
Vice Chairman,
Board of Trustees
Chairman,
Executive Committee

J.B. Jackson
Vice Chairman,

Suite 901 Executive Commiltee
Washington, 0.C. 20005 W. H. Robinsonr, Jr.
Telephone: (202) 393-3620 President .

18 March 1981
Dr. Paul J. Berenson
Deputy Assistant to the Secretary
of Defense (AE) (Assessment),
and Chairman, Acquisition Process
Working Group
Office of the Secretary of Defense
Room 3E1081
The Pentagon
Washington, D.C. 20301
Dear Dr. Berenson:

Reference is made to my letter dated 17 March 1981 transmitting the first increment
of suggestions on "How to Improve the Acquisitioun Process".

Transmitted herewith is the secon. increment of ideas/suggestions.
I would like to re-emphasize that it is our belief that the following problems are
the overall deficiencies that must be addressed 1f we are to attaiu an effective
and efficient acquisition process:

a. Overmanagement

b. Lack of adequate industry investment incentives

c. Unrealistic and overoptimistic forecasts relating to costs and inflation

d. Proliferation of laws and regulations

We appreciate the opportunity to assist in your most frimely and critically needed
project. We stand reaay to continue to support your efforts in any way possible.

. Sincerely,

/( line /1 ///‘LJ/\ |

Wallace H. Robinson, Jr.
President

WHR/AFB/dm

Attachments (22)
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Overmanagement of the Acquisition Process

1dea:

Reduce the number of decision-making levels and management reviews
in the DoD acquisition process.

Probiem:

As the DoD has grown, and criticisms have been made that there were
fnsufficient controls on the multi-billion dollar weapon systems, more
decision-points have been created. This has stretched out the acquisition
cycle and run up system costs.

Way It Is Done Now:
‘Program managers and contracting officers have their decisions reviewed
and questioned at the working level, at the Division level, at the
Systems Command level, at the Service Headquarters, at the Assistant
Secretary level, at the Service Secretary level, then at the 0SD staff
(R&D, PA&E, Comptroller), then by the DSAR principals and the Secretary
of Defense. It may then be reviewed by the OMB staff and the President
before going to the Congress for committee staif questicning and finally
Congressional action.

Also, the acquisition people are checked by Service Auditors, the Defense
Contract Administration Agency, Defense Contract Audit Agency, Inspectors
General, and the General Accounting Office.

Specific_Recommendations To Imp]ement 1dea:
Make drastic reductions in layers of overhead; i.e., levels of review.
The Service Secretaries' staffs should be reduced since they often duplicate
review work done by the 0SD staff (above) or the Service chief staff (below).
The same rationale -ould be applied to the Materiel command level (AFSC,
CNM, and DARCOM).

The Service and 0SD audit personnel could be reduced, or the DCAS/DCAA
personnel could be reduced. Also, efforts to increase audit functions by
the Inspector General's should be stifled.

Advantages:
. Hith fewer people in the cycle and less points of coordination, etc.,

and review, the acquisition process will speed up measurably.

. Many of the staff to be cut are high-level civilians and officers.
This means big reductions in personnel costs.

. Military could be reassigned, as required, to military billets.

Disadvantages:
. DoD wouid be criticized for lack of adequate control of the decision-

making process. This criticism would come from some Member of Congress
and probably the GAO.

. As socn as-a program ran over its cost estimates, there would be a
tendency to recreate levels of review again.

. Cutting agencies such as DCAA and DCAS might well permit errors in
the bookkeeping system, which, though relatively small in comparison
to, the total cost of a weapon system, would look large in the Press, or
in the eyes of the GAO. .

Name of Submitter - Wailace H. Robinson, Jr.
President, NSIA

0ffice & Yelephone number - (202) 353-3620
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THDUSTRY INVESTMENT INCENTIVES

IDEA - Encourage and motivate companies to invest in plant and equipment that

would increase productivity and reduce acquisition costs.

PROBLEM - Current policy relating to depreciation costs, profit and “one-year"

contracts do not provide adequate incentives for companies to invest in
capital assets that would increase productivity and reduce acquisition
costs, and due consideration is not given to risks involved.

WAY IT IS DONE NOW -

0

CAS 409 requires that depreciation used for contract purposes be based on
the historical useful life of capital assets.

Profit policy provides an offset to cost of money-on facilities capital under
CAS 414 and DAR 15-2-5.50. While the profit policy Joes provide some recog-
nition for facilities capital investment, it is not adequate to encourage
specific investments.

"One year" contracts have been the rule.
Relatively low termination dollar ceilings have been applier..

SPECIFIC RECOMMENDATIONS TO IMPLEMENT IDEA -

0

Amend or repeal CAS 409 "depreciation of tangible assets" to recognize replace-
ments depreciation costs or, as an alternative, to be consistent with text
policies. As a hedge against inflation, other industrial countries have acopted
various methods of accelerated depreciation for their industries. For example,
Switzerland allows a 50 to 80 percent depreciation in the first year for new
machinery, 100 percent is allowed in the United Kingdom in the first year, 96
percent in Japan in the first year, and 100 percent in Canada in the first two
years. Many countries permit replacement depreciation costs for financial
statement purposes.

Eliminate profit offset under CAS 414. By removing cost of money from contract
profit the intent to encourage companies to invest in facilities is frustrated.

Permit companies to share in cost reductions resulting from new investment in
facflities capital by providing adequate incentives for increased prod. tivity.

Expand use of multi-year contracts.
Greatly increase termination dollar ceilings.

ADVANTAGES

Pravides protection to contractors more commensurate with risk.

Motivates companies to make significant capital investment to accomplish
defense contracts. This would result in increased productivity and
acquisition costs reduction over long periods.

Great improvement to the defense industrial base by virtue of continuing
modernization of facilities, would result.

DISADVANTAGES

0

¢

1t may be difficult to determine replacement depreciation costs without in-
-curring appraisal costs. Indices may be used but may rot be as accurate.

Congress may cppose greater use of multi-year contracting.

NAME OF SUBMITTER - Wallace H. Robinson, Jr.

OFFICE & TELEPHONE NUMBER - President, NSIA - (202) 393-3620
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Overuptimistic Forecasts Relating to fosts and Iaflation

IDEA - Recalistic cefense inflacion estimates should be used in all phases of Lhe
acquisitior process «o that cost iorecasts are more reliable.
PROBLEM - Unrealictic defense inflation projections are primary factors -in
creating a hocst o. pretleus for defense contractors:
® A major impact on profits . . . which are inadequate on an inflation
adjusted basis.
Overruns.
Program instability and quantitative cutbacks.
Inadequate depreciation c. st recognition does not properly consider
asset replacement cOsts, ' !
® Recent studies indicate that actual inflation in the defense industry
is running considerably over currently allowable OMB rates.

WAY IT IS DONE NCW -~ Standard factors based on official budget guidance are used.

SPECIFIC RECOMMENDATIONS TO IMPLEMENT IDEAS -~

® Future inflation rates used for planning should reflect rezlistic
projections from recent experience, including unatzributable changes.

® It should be required that forward indices reflect the Defense
Industry's own dynamics and not generalized Department of Commerce
indices that may not be applicable.

® The impact of inflation on defense incustry profits should be
consjdered in establishing profit objectives. CAS 409 should be
medifiec to recognize true depreciation costs on a replacement
cost basis.

® Programs should not be projccred based upon a curr ..t year dollar
approach . . . it is not the "real world" and becomes very misleading
and undemines public confldence in DoD managemcnt. -

®* Program Stability and Quantity should ba maintained without regard
to inflation.

ADVANTAGES -

®* Will improve program Stability and Quantitative bases in planning
for productivity . . . and eliminate “game-playing" with defense
programs,
* Will improve investment credibility in Defense industry.
® ¥Will pravide the Congress with more reliable data for consideratioa
of programs.
® Wil) reduce costs and time in the final analysis.
DISADVANTAGES - None
NAME OF SUBMITTER - Wallace H. Robinson, Jr.
Presidert, NSTA

OFFICE AND TLLFPHONE NUMBER = (292) 393-3620
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IDEA - accelerate review and consolidation of statutes prescribing the acquisition
process and take advantage of Public Law 96-83 to design a vastly improved
defense acquisition process foundation through the Uniform Procurement System
(UPS) project underway in OMB.

PROBLEM - It has been estimated by authoritative sources that there are nearly 4000

different statutes dealing with acquisition. Each iteration of the Con-
- gressional preocess adds to the complexity and overmanagement of defense
acquisition.

WAY IT IS DONE NOW - Section VII of the DAR is the vehicle for incorporating
appropriate laws into contracts. The Defense Acquisition
Regulations, DoD Directives and Instructions incorporate
- and present those not necessarily incorporated in Section
VII. Additional requirements are codified in U.S. Code.
. There is no single source of acquisition law. The UPS
project is the only known tool now available to improve the
situation.

SPECIFIC RECOMMENDATIONS TO IMPLEMENT IDEA -

Create a compendium of all public laws impacting on the acquisition process.
Fully participate (in a leadership role) with OFPP of 0MB in the desiyn of
the UPS and support OFPP to accelerate the creation hy the Conyress of a
uniform procurement law as a single source of authority.

iDVANTAGES -
°  Will simplify entire acquisition manayement precess.

® Wil reduce people.
° Wil reduce costs.
°® 1411 result in better equipment/systems.

DISADVANTAGES -

(-]

Will create major immediate work load, which will need people of
knowledge and experience te accomplish,

NAME OF SUBMITTER - Wallace H. Robinson, Jr.

OFFICE & TELEPHONE NUMBER - Rresident, NSIA

(202) 393-3620
- @
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INCREASE EFFECTIVENESS OF THE REQUEST FOR PROPOSAL (RFP) PROCESS

=

In the Request for Proposal (RFP) process, to achieve critical objectives

such as increased reliabiiity, hctter maintainability and reduced manpuwer
requirements, U.S superiority in tochnology is not being espleoited due to
lack of adeyuate incentives for industry innovation. RIF's have been-primavily
aimed at pressing the limits of technolory in performance and evaluations of
proposals are based primarily on performance, cost and schedules, even though
current DoD policy (such as DoD Rirective 5000.39) requires more consideration
and weight to factors such as the above. Also, RFP's are too voluminous and
require vastly too much documentation in industry proposals.

KWAY IT 1S DOMNE KCW - Al1 appropriate disciplines nrepare a compendium of specifications,

SHECIFIC

defining parameters, setting forth hnw parameters-are to be met, and listing
a1l plans, management controls and data requirements pertaining to a future
procurement. Months are spent in coordirating 2nd further refining require-
ments and obtaining authority to negotiate a contract. The result is extensive
docu?cntation which requires extensive evaluation against artificial con-
straints.

RECOMMENDATIONS TO IMPLEMENT IDEA -

Set forth in RFP's what is needed rather than so much detail as to how to
meet the need. Incentivize industry to propose weapons systems which have
least initial cost, and least product support and overall life cycle costs;
reduced requirements for personnel; ease of maintenance in forward areas,
and other clear objectives of DoD.

_ADVANTAGES -

=

® Reduced rumber and sophistication of uniformed personnel.

® Incentivises industry to innovate and utilize the U.S. technologicii
superiority. .

® Maximizes use of stondard conmercial oarts and components,
° Reduces shop and repair reguirements in forward areas.
° Reduces paper wcrk

® Reduces number of people in acquisition process.

SADVANTAGES -

° OGreater expertise required in evaluation of proposals and definitizing
contract. -

® Rejires scme latitude in accentance ot less than totally desired per-
formance in exchanje for other vital benefits.

NAME OF SUBMITTER - Wallace H. Rodbirson, Jr.

OFFICE &

TELEPHONE NUMBLR - President, NSIA

(202) 332-2620
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Critical Program:

1LLA - Prqvide a syctem outsilde the "normal" acquisition pracess for managirg

prdgrvams of overriding impact oa the nationa:. security of the U.3.

PROBLEM

-

- [Managcxrent of all prougrams under standard proccdures uanccessarily
forces ovurriding critical programs into "normal" time phases.

WAY IT IS|DONE NOW - Highest priority programs receive some berefits withina

existing systews today, but do not get the "all out"
treatment that produced programs stch as Pelaris and the
ICBM in the past.

SPECIFIC RECOMMENDATIONS TO IMPLEMENT IDFA -

. Establish a specially designed acquisition system which would establish
speciallly teilored organizuatious to manage the very few systems so selected.
Exzmplps of programs of recent vintage that may have qualified are the MX,
Space Shuttle, Trident or XM-1 tank.

. Provide for selection of programs meriting such special handling based upon
revied at the highest levels of Government. . . Joint Chiefs of Staff/Secretary
of Defpnse/Secrctary of State/President.

L]
. Include the Congress in the process where necessary and appropriate.

ADVANTAGES -

. Provides for ficlding of defense systems of the highest criticality at the earliest
point|in time.

. Provifics means to focus total U. S. technological capabilities on programs
chosep as critical to national survival.

. Froviges most economical way to field such critical systems.

. Assists in focusing interest of the nation on critical national security
requirements.

DISADVANTAGES -

. Will

require Presidential level decisions as to programs which so qualify.

. Lowen priority systems may suffer.

. Will

NAME OF

require bypass of normal command/organizational channels.

SUBMITTER -~ Wallace H. Robinson, Jr.

OFFICE

President, KSIA

b TELEFHONE NUMBER - (202) 393-3620
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In-house vs. Contracting Out Policy

INFA -- Enforce implementation of OMB Circular A-76 Policy on Contracting Out.
PHOBLEM - There has not been steady, continuing implementation of Circular A-76.
WAY IT IS DONE NOW - Policy statements and directions are issued by the Services

but no strong organization has becn created to assure
implementation. Complicated cost analyses are required
to be performed, comparing in-house and contractor estimates.

SRECIFIC RECOMMENDATIONS TO IMPLEMENT TDEA -

® Assign responsibility and accountability for A-76 implementation at
key management locations down through the Services' structures.

® Have nev Administration Team and military leaders iscue strong
statenents of support of the policy.

® Simplify the cost analysis systems, procedures and fornats.

ADVANTAGES -
® Reduce requirements for DoD in-house manpower.
® Stimulate action through the system.
®* Encourage quicker and simplified cost amalysis by the DoD.
® Make substantial cost savings by moving more funcijons to contract.
GYSALVANTAGES - -
® Stir up government unions to protest.
® Arouse prote;ts from af{fected members of Congress.
®* GAO will criticize any but complicated, lengthy cost analysis.
AME, OF SPBMITTER - Wallace H. Robimson, Jr.

President, NSIA

DFFICE & TELEPHONE NUMBER - (202) 393-3620
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‘ Technical Data and Financial Data Policy
|

ID -~ Refuce Volume of Technical and Financial iInformation Required to be
Delivered and Provide Protection for that Delivered

PROBLFM - | Currently majot program procurements both for the R&D stages and
producticn stages require the delivery of massive amounts of technical
and financial infcrmation. Contractors lack confidence that the
proprietary business technical and financial information will in

fact be protccted by the government.

WAY IT IS DONE NOW - Contractors are required to identify in advance that data
to which the government will have limiced rights in
accordance with contract clause dealing with rights in
technical data. Financial data is not always addressed
in the contract. Unsolicited proposals have little
protection. Once received by the government, information
becomes subject to the Freedom of Information Act. While
. there are statutory exemptions available to protect the

data from disclosure, ccurt decisions, and differences
in agency practices indicar¢ ““:at data could be disclosed
with little recourse to the submitter of the data.

SPECIFIC RECOMMENDATIONS TO IMFLEMENT IDZA -~

®  Reducc requirements for celivery of financial and technical data to

a minimum. Inspection or brieil~a without providing copies should
be the rule rather than the excepcion.

;
! ® Congress, OFPP and DoD should re-examine statutes, regulations,
policies and procedures to insure that contractor's rights in

|
| financizl and technical data are guaranteed protection.
® e

lta

! Reduce pape{vork

Expedite decision-making

Encourage greater disclosure from contractors if data provided 'is given
better prctection.

Foster innovation particularly in unsolicited proposals

DISADVANTAGES -~

® Government analysis of contractor information could be impeded by
lack of copying.

NAME OF| SUBMITTER - Wallace H. Robinsorn, .Ir.
President, NSIA

. O’FICE & TELEPHONE NUMBER - (202) 393-3620
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RDT&E BUDGET BALANCE

_IDEA - Provide prdper balance between ROTSE/Procurement/0&4M phases. . .as well as
the balarce between Government in-house and industry R&D.
-PROGLEM -  Pressures to increase the amount of DcD funds allocated in support of

- operational rcquireaents invariably lead to reductions in RDT8E funding.

® The concern over readiness is causing large increases in 0&M and pro-
curement budgets.

° A disproportionéte share of government R&0 programs assigned to in-house
activities will erode the. industrial base for defense R&D, :

The consequences include the following:

®  ¥hen more innovation is needed, its source is being reduced.

° There will be fewer starts, which means that correct prioritization will
be even more critical than in the past.

® Fewer programs means control over cost growth of each of those programs
must be very tight, or else the other programs will suffer all the i1ls
of inadequate funding.

WAY IT IS DONE NOW - Budgeting and funding in this area *s executed withou' regard
for the vital need to assure the coutinuing availability of a
viable and active R&D base in this country.

SPECIFIC RECOMMENDATIONS TO IMPLEMENT IDEA -

° Government should take steps to ensure a better balance in budget allocation:.

4 ° RDT&E funding should at least keep pace with the inflation rate.

® DoD must continue to invest a “"fair share" of RDT&E funds in industry
operated R&D activities in order to maintain a bdbalanced goverament/industry
defense R&D capability. -

° In-house government PLD capabilities should not be allowed to erode fund-
ing availability for industry.

! AJ VANTAGES -

W : ° Will assure the continuation of an adequate level of R&D funding for
- in-house and industry R&D activities in support of defente requirements.

DI SADVANTAGES -

-

® Government employees engaged in R&D activities may protest some contract

‘ awards to industry.
E ° Operaifonal commanders will oppose any erosion in readiness and operational
support fundina. - .

-

NAME OF SUBMITTER - Wallace H. Robinson, Jr.

QFFICE & TELEPHONE NUMBER - Presidert
(202) 393-2€20
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. USE OF INDUSTRIAL BASE MAINTEKANCE CAPABILITY
IDEA - [mprove defense practices in carrying out weapons systems life support by
pore involvement of the industrial base in maintenance of the systems they
produce.

PROBLEM F Current policies and practices of the services require too many military

personnel and government civilians in support of weapons systems. Com-

plexity of future systems will significantly increase the severity and /
criticality of the support problems whicn exist tuday. ]

WAY IT 1S DOMNE NOW - Each service plans to take most life cycle weapons maintenance
in-house during weaoons nlanning. Once the DSARC IIl decision
{s made, life cycle planning virtually stops and industry
becomes isolated from the vrocess.

- SPECIFIL RECOMMENDATIONS TO IMPLEMENT IDEAS -

I ¢ The private sector should provide mere services such as depot and field
) level maintenance except in those cases where it is demonstrated that
r. only the Defense Agencies can perform the task.

| ° Extended contractor repair warranties should be encouraged for life
i cycle support.

° Contractor maintenance options for all levels of support should be
c¢.ilized on low volume, high complexity systems where economies

dictate.
ADVANTAGES -
¢ Provide increased "hot" surge capability for out of production equipments
&nd parts.
. ° Help relieve severe military manpower problems.

° Eliminate many redundant DoD jobs.
® Lower costs of support.

© Shorter equipment turn around time.
° Higher quality maintenance.

® Lower inv-ntories.

° More staole and capable industrial manpower force.

DISAOVANTAGES -
° Possible local political and union problems closing service industrial
facilities. :
. ° Opposition from Services.

® Possible increased complexity of total support management.

NAME| OF SUBMITTER - Wallace H. Robinson, Jr.
OFFICE AND TELEPHONE KUMBER - President, (202) 393-3620
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PROBLEM

HAY IT

Full Scale Development {FSD) and Production

The full scale development and production of weapons systems tan be madc
more efficient and economical by adoption of better planning, funding,
procurement and scheduling practices.

- Procurement planning and associated budgeting often do not match. Timely

appropriations to fund programs are lacking. This is caused by poor
program planning, which, in turn, results in Congress being improperly
informcd of current requirements. Industry is also not involved to
the extent of being able to actively participate in the defense/
congressional budgeting and appropriations process. This results in
production delays, work force instability and a large deyradation of
defense industry productivity.

IS DONE NOW - Fiscal planning of procurement and sequential phasing of

milestones are limited by law and policy. Industrial response
is dictated by specific -procurement actions. .

SPECIFIC RECOMMENDATIONS TO- IMPLEMENT IDEAS -

°  Combined service/industry planning of DSARC Il and 1II.
® FSD/Production concurrency should be allowed.

® Multi-year pre-urement should be invoked in every case where it would
be of benefit to the Government.

° Concurrent spare parts procurement should be implemented.

® Investment carrying charges for advancec procurement of materiel shou]d
be allowed to reduce both costs and lead times. -

® 0SD should recreate @ high level office for coordination and assess-
ment of production resources.

ADVANTAGES -

® {ower product costs in matériel acquisition.

® Shorter development and production leid times.
? lﬁproved FSD/Production Management.

° Smuother Production cycle/lower costs.

° Labor force - stability

DISAQVANTAGES -

® Possible higher risk of deéign problems in production.

° “possible higher financial risk.

NAME| OF SUBMITTER - Wallace H. Robinson, Jr.

President

OFFICE & PHONE NUMBER - (202) 393-2620
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IDEA -

PROBLEM

RAN/D&F for Research and Development

Request for authority to negotiate (RAN) and determination and findin<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>