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Dear Mr. Chairman:

On September 5, 1989, you asked us to review the Department of
Defense fiscal year 1991 budget request for information technology
resources to assist the Subcommittee in budget deliberations and contin-
uing oversight responsibilities. In July and September 1990, we briefed
your office on our findings. As agreed with your office, we also provided
this information to the Subcommittee on Readiness, House Armed Ser-
vices Committee, and the Subcommittee on Defense, Senate Committee
on Appropriations.

Although the Defense Appropriations Act for fiscal year 1991 was
passed on November 5, 1990, as requested this report documents infor-
mation provided prior to the passage of the act in briefings on selected
Army, Air Force, Defense Logistics Agency (DLA), and the Office of the
Secretary of Defense programs. This information can assist the Subcom-
mittee in its continuing oversight of information technology resources.

We identified potential reductions of $460.1 miition to the Department
of Defense’s fiscal year 1991 budget request- ~$72.0 million from the
Army (see appendix I), $74.1 million from the Air Force (see appendix
ID), $14.0 million from DLA (see appendix IIT), a1 another $300 million
from Defense’s operation and maintenance request (see appendix IV).
These potential budget reductions are based o vur assessment of
budget justifications, schedule slippages, and program changes. We also
provide information on Defense’s Corporate Iniormation Management
(cv) initiative (see appendix V).

As requested by your office, we did not obtain official agency comments
on this report. However, we discussed its contents with officials of the
Army, the Air Force, DLA, and the Office of the Secretary of Defense,
and have incorporated their views where appropriate. Qur work was
conducted between April and October 1990. Details regarding the objec-
tive, scope, and methodology of our work are described in appendix VI.
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As agrced with your office, unless you publicly announce the contents
of this report earlier, we plan no further distribution until 30 days from
the date of this letter. At that time, we will send copies to the Chairmen,
House and Senate Committees on Appropriations; Chairtaen, House and
Senate Committees on Armed Services; Chairman, House Committee on
Government Operations; Chairman, “~nate Comrittee on Governmental
Affairs; the Secretaries of Defense, the Army, the Air Force, and DLA;
and the Director, Office of Management and Budget. We also will make
copies available to others upen request. Should you hat 2 any questions
or require additional information, please contact me at (202)275-4649.
Major contributors to this report are listed in appendix VIL

Sincerely yours,

%«-‘( %A

Samuel W. Bowlin
Director, Defense and Security
Information Systems
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Appendix I

Potential Budget Reductions—Army

We identified potential reductions of $72.0 million to the Army’s fiscal
year 1991 request for.information technology resources—$4.9 million in
procurement funds and $67.1 million in operation and maintenance
funds. Table 1.1 shows the potential reductions to specific programs.

Table «.1: Potential Reductions to the
Army’s Information Technology Budget

Standard Installation/
Division Personnel
System III
(SIDPERS-3)

Dollars in millions

Fiscal year 1991

Operation and Other
Army programs maintenance procurement
SIDPERS-3 $129 $4.9
SLP 54.2
Total $67.1 $4.9

Description of the Program

SIDPERS-3, initiated in 1982, was to replace-all existing Army nilitary per-
sonnel systems used by the active Army, the National:Guard, and the
Reserves. In addition, it was to improve personnel services oy auto-
mating functions such as organization and persennel recordkeeping,
manpower accounting, and personnel management reporting. In fiscal
year 1988, however, the Army decided to focus the SIDPERS-3 develop-
ment effort on the active Army because of congressional concern about
potential duplication between SIDPERS-3 and the Army Reserve Compo-
nent Automation System (RCAS). RCAS is being developed to meet the unit-
level administration and functional support requirements of the Army
Reserve and National Guard.

In September 1989, the Major Antomated Information Systein Review
Committee (MAISRC) conducted a veview of SIDPERS-3.} ThisTeview was
the first conducted by MAISRC, since the Army’s earlier ccst estimates did

'Tlus comamittee was created within the Office of tha Secretary of Defense (OSD) to provide oversight
and ensure prudent fiscal management in acguiring major information systems.
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Potential Budget Reductions—Army

not exceed the threshold for a major system.? SIDPERS-3 was in the design
phase of life-cycle management (milestone I) with Army officials pro-
Jecting design completion and review (milestone II) by February 1990.
However, during the September review, MAISRC raised questions about
whether the Army had selected the best program alternative in terms of
system cost, hardware, and software. As a result, although the Army
had spent about 7 years and more than $20 million selecting the concept
and design for SIDPERS-3, MAISRC told the Army to go back and revalidate
the system’s design, which included assessing available alternatives.
Despite these concerns, MAISRC allowed the Army to continue design and
development of the system.

On September 26, 1990, MAISRC held a milestone II review of SIDPERS-3 to
consider the status of the program and whether its progress was suffi-
cient for a milestone II approval. Although important progress had been
made on development of the relational data base and on standardization
of data elements, MAISRC found that (1) the problems identified at the
previous MAISRC review had not been fully corrected, (2) design activities
and development planning did not meet requirements for milestone II
approval, and (3) life-cycle cost and benefit estimates could not be vali-
dated. On the basis of these findings, MAISRC denied milestone 11
approval for SIDPERS-3. MAISRC also placed restrictions on the Army’s con-
tinued development of SIDPERS-3. The Army may conanue only specific
activities associated with data base development, data element stand-
ardization, and pilot software development. And, prior to returning for a
MAISRC review, the Army must complete planning activities required by
life-cycle management policy. In addition, MAISRC directed the Army to
cease further obligaticns and expenditures on activities not specifically
authorized in the MAISRC System: Decision Memorandum dated October
30, 1990.

Funding requested in fiscal year 1991 for sIDPERS-3 includes funds for
hardware, system design, training development, and testing, Table 1.2
shows requested fiscal year 1991 funding.

2\When a project exceeds program costs of $25 million in one year, $100 million total, or is of special
mterest to OSD, life-cycle management policies require that this system be subject to a MAISRC
review or MAISRC can delegate this review to the sponsoring service.
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Table 1.2: SIDPERS-3 Fiscal Year 1991
Budget Request

Dollars in millions

Source of funds Fiscal year 1991
Operation and maintenance $128
Procurement 49
Military personnel 2
Total $18.0

Source: Army 43A-1 exhibit for SIDPERS-3.

Results of Analysis

We identified potential reductions of $17.8 million—$12.9 million in
operation and maintenance funds and $4.9 million in procurement
funds—to the Army’s fiscal year 1991 budget request for SIDPERS-3. Our
prior review showed that the Army has not adequately considered (1)
alternatives to developing SIDPERS-3, and (2) the implications of Defense’s
ongoing effort to eliminate duplicate automated information systems in
common administrative areas.3

Although the scope of SIDPERS-3 has been reduced significantly, the
Army’s cost estimate to develop and deploy the system increased from
$80 million in 1985 to $151 million in 1990. In addition, the estimated
date for full deployment has been extended by almost 3 years to March
1993. In September 1990, we reported that the Army has not adequately
considered alternatives to SIDPERS-3. Analysis of alternative approaches
is required to (1) ensure that the best available approach is selected, and
(2) avoid duplication and unnecessary expenditures on new systems. In
addition, in this report we raised our concern that the Army’s assess-
ments of alternatives have not considered the implications of Defense’s
ongoing initiative to eliminate duplicate automated information systems.
One goal of Defense’s Corporate Information Management initiative,
which was started in October 1989, is to establish single automated
information systems for areas such as warehousing and financial man-
agement that are common to all the military services and Defense agen-
cies. Although military personnel is not one of the eight common areas
already identified for study, the Secretary of Defense is likely to include
military personnel management in the Corporate Information Manage-
ment program before SIDPERS-3 can be fully developed and deployed.

3Army Automation: Decisions Needed on SIDPERS-3 Before Further Development (GAO/
IMTEC-90-66, Sept. 5, 1990).
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Given Defense’s intention to establish single automated systems for
common management areas, the Committee may want to direct the Sec-
retary of Defense to determine whether it is prudent for the Army to
continue to develop a unique military personnel system. Further, the
Committ.e may also wish to withhold the $17.8 million requested for
the design and development of SIDPERS-3 in fiscal year 1991 untii (1) the
Secretary of Defense determines it is prudent to continue the develop-
ment of SIDPERS-3, and (2) MAISRC determines that the system’s concept is
valid.

Strategic Logistics
Program (SLP)

Description of the Program

SLP was initiated in 1989 as an umbrella concept for modernizing and
integrating Army logistics—encompassing supply, maintenance, trans-
portation, services, and distribution management. In a January 1990
report, we recommended to the Secretary of the Army that a single
supply system be established that provides the inventory supply system
manager with systemwide asset visibility.* The Army has established
SLP as its method for achieving a single supply system. SLP is a long-term
Army initiative to create an integrated, single logistics system for the
early decades of the 21st century. SLP is designed to proceed in an evolu-
tionary manner to enhance logistics through the use of rapid
prototyping. Enhancements would be focused on existing systems where
current processes are less than optimal, or where the potential exists to
strearnline overall logistics functions.

For fiscal year 1991, the Army is requesting $54.9 million for sLp. The
Army plans to sperd $31.8 million of this amount for (1) developing
functional descriptions and software for the prototypes, and (2) con-
ducting prototype testing, If the prototypes support the original hypoth-
esis and are demonstrably cost effective, the concept will be turned over
to the acquisition managers to either develop new systems to support
the concept, or to enhance existing systems or those that are emerging
(i.e., currently under development). The Army plans to spend an addi-
tional $437.0 million on automation for sLp through fiscal year 1997 for
a total of $540.6 million. Table 1.3 shows the fiscal year 1991 requested
funding for sLp.

4Army Inventory: A Single Supply System Would Enhance Inventory Management and Readiness
(GAO/NSIAD-90-53, Jan. 25, 1990).

Page 9 GAO/IMTEC91-17BR Potential Reductions to Defense's ADP Budget Request




Appendix [
Potential Budget Reductions—Army

Table 1.3: SLP Fiscal Year 1991 Budget
Request

Dollars in millions

Source of funds Fiscal year 1991
Operation and maintenance $54.2
Military personnel 6
Total? $54.9

2Numbers are rounded and may not add precisely.
Source: Army exhibit 43A-1 for SLP,

Results of Analysis

SLF Does Not Follow Defense
Life-Cycle Management Policies

Our analysis shows that this program is not adhering to several of the
principles of Defense’s life-cycle management policies. For example, it
has not been reviewed by MAISRC, nor has MAISRC delegated review
responsibility back to the Army. Also, SLP may be duplicating, in part,
the work being undertaken by Defense’s Corporate Information Manage-
ment (CIM) initiative.

Although the Army did not request funding from Congress for sLp in
fiscal year 1990, it redirected $42.5 million from other programs to ini-
tiate this project. Our analysis of these reprogrammed funds showed
that $25.4 million (60 percent) of the $42.5 million was designated for
the contracting of activities associated with the development and imple-
mentation of prototype systems. When a project exceeds program costs
of $25 million in one year, $100 million total, or is of special interest to
0D, life-cycle management policies require that this system be subject to
a MAISRC review or MAISRC can delegate this review to the sponsoring ser-
vice. However, we found that SLP was not reviewed by MAISRC or dele-
gated to the Army for review.

Provisions of Defense’s Directive 7920.1—Life-Cycle Management of
Automated Information Systems—govern programs, projects, and activ-
ities eoncerned with the design, development, deployment, and opera-
tion of automated information systems. This directive establishes a
milestone review and approval process as the basic control mechanism
for life-cycle management. In addition, it establishes that approval must
be obtained at each of six major life-cycle management phases, known
as decision points, before program management may proceed to the next
phase.

The first decision point within life-cycle management is the Need Justifi-
cation Phase. The purpose of this phase is to document a mission need
and validate that need. The following activities are to be completed
during this phase:
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description of the existing functional concept and capabilities;
identification of the mission, deficiencies, or opportunities;

evaluation of the impact of deficiencies on the performance of the
mission;

optimization of functional processes and procedures; and

identification of essential functional, technical, and financial constraints
and assumptions that may affect potential alternative solutions.

The results of these activities are to be incorporated into the Mission
Need Statement. Approval of the Mission Need Statement (milestone 0)
ends this phase.

The sLP underwent a nmilestone 0 review by the Army’s Major Auto-
mated Information System Review Council (Army Council) in March
1990. During that review, SLP was described as a program to execute and
evaluate “proofs of principles,” that is, rapid prototypes,® and to gen-
erate requirements for improvements in Army logistics. However, we
found that the sLp program office did not present the results of the
required milestone 0 activities. Instead, SLP was presented as a logistics
concept rather than a majur automated system. The program office
emphasized that a considerable portion of the sLp effort is to rework
Army logistics doctrine, policy, procedures, etc. As a result, the Army
Council determined that SLP is not an automated information system and
therefore does not require further review and approval by the Army
Council or 0sD’s MAISRC. However, it was also decided that any prototype
developed for logistic application as a result of SLP analysis will go indi-
vidually through the MAISRC process if the system meets the required
dollar threshold.

We also found that, although the Army Council decided that the SLp pro-
gram should not be subject to any further oversight reviews under life-
cycle management policies, it directed SLP program officials to provide
them with a matrix showing all the systems that sLp could affect, their
program cost, and the last milestone approval of each, to define the
baseline of logistics systems. In September 1990, we determined that the
SLP program office had not yet developed this matrix but planned to hire
a contractor to do so.

During our review we visited the office of Defense’s Deputy Comptroller
for Information Resources Management to ¢ =cuss the SLp program. We
told the Defense officials that we were conc +ned about the Army

5Currently, the Army is considering about 21 potential prototypes.
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Council’s decision that sLP should not be subject to life-cycle imanage-
ment. We noted that the $54.9 million being requested in fiscal year
1991 is for information technology activities such as the development
and support of prototypes, which are usually subject to life-cycle
management.

On the basis of our meetings, Defense officials requested a briefing on
the SLP program from the Army. In mid-October 1990, the Army briefed
Defense officials on SLP. As a result of this briefing, Defense officials
were concerned about how the fiscal year 1991 funds requested for sLp
are to be used. SLP program officials were asked to provide a breakdown
of planned expenditures for fiscal year 1991. In addition, a Defense offi-
cial indicated that MAISRC is considering making the Army’s SLP a special
interest program and subjecting it to MAISRC review.

SLP May Duplicate CIM
Work

A goal of Defense’s CIM initiative is to develop a vision for a particular
functional business area that defines where Defense wants to be in the
carly 21st century in terms of that function, and develop a single,
Defense-wide standard system in support of that area. The Army’s SLP
may be duplicating, in part, this effort. A goal of the Army’s SLp is also
to develop a vision of where Army logistics should be in the early 21st
century and to develop an integrated, single logistics system-—from
“foxhole to factory.”

Officials of Defense’s CIM office were not familiar with the Army’s sLp.
As aresult, they were uncertain whether the Army’s program is dupli-
cating the concept of the CIM initiative. However, on the basis of the
information we shared with them, CIM officials said that on the surface
there appears to be some duplication. CIM officials said they intend to
review the Army’s SLP.

Given that (1) senior Army and Defense officials have unanswered ques-
tions about SLP as a result of their preliminary evaluations, and (2) cim
officials are uncertain about whether the Army’s SLP is duplicating the
cIM concept, the Committee may wish to consider directing the Secretary
of Defense not to obligate any funds for new SLP automation efforts until
these issues are resolved.
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Potential Budget Reductions—Air Force

We identified potential reductions of $74.1 million to the Air Force’s
fiscal year 1991 request for information technology resources. Table II.1
shows the potential reductions to specific programs.

Table Il.1: Potential Reductions to Air
Force Programs

Automatic
Communications
Processors (ACP)

]
Dollars in millions

Fiscal year 1991

Research

development,

Other Aircraft test, and
Programs procurement procurement 2valuation Total
ACP $9.9 $46.5 $56.4
SHFPT $4.0 4.0
UHFSCT 13.7 13.7
Total $23.6 $46.5 $4.0 $74.1

Description of the Program

The Military Airlift Command has embarked on a modernization pro-
gram to replace and enhance high-frequency radios on selected aircraft
used for airlift operations, and on related ground-based systems. Auto-
matic communications processors will be added to each radio. In all, the
command plans to procure about 2,700 automatic communications
processors. About 500 processors will be used with ground-based radios,
and the remaining 2,200 will be used with radios installed on about
1,100 aircraft. The Air Force expects these processors to enhance radio
performance by (1) automatically scanning and selecting proper radio
channels and frequencies, (2) analyzing the quality of communication
links, and (3) adding anti-jam protection for radio communications.

In fiscal year 1988, the Air Force authorized production of 200 auto-
matic communications processors. In September 1988, after contract
award, Defense promulgated an automatic link establishment stan-
dard—Military Standard 188-141A, Interoperability and Performance
Standards for Medium- and High-Frequency Radio Equipment—to pro-
mote interoperability among high-frequency radio systems. In August
1989, the Air Force changed the production contract to redesign the
automatic communications processor to meet requirements set forth in
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the new military standard. Program management officials do not expect
to complete qualification testing to ensure that this redesign meets all
performance standards and requirements until January 1991. At that
time, these officials expect to start production deliveries to retrofit the
200 automatic communications processors acquired under the 1988 con-
tract. These deliveries will not be completed until January 1992,

Through a series of schedule delays, the Air Force has accumulated
$45.5 million from two appropriation accounts—aircraft procurement
and other procurement—for the acquisition of automatic communica-
tions processors through fiscal year 1990. Table I1.2 shows funds (1)
received in fiscal years 1989 and 1990, and (2) requested for fiscal year
1991 for Acp.

Table 11.2: ACP Fiscal Year 1989-90
Appropriations and the Fiscal Year 1991
Budget Request

., |
Dollars in millions

Fiscal year
Source of funds 1989 1990 1991 Total
Aircraft procurement $13.5 $22.0 $10.9 $46.4
Other procurement 09 9.0 0 S.9
Total $14.4 $31.0 $10.9 $56.3

Source: Extracted from information provided by the program office.

Results of Analysis

Acquisition of New Processors
Should Not Be Authorized

We identified potential reductions of $10.9 million in the Air Force’s
fiscal year 1991 budget request. Our analysis shows that this $10.9 mil-
lion is not needed since acquisition of additional automatic communica-
tions processors is premature. Further, we identified $45.4 million in
prior-year funds that were prematurely obligated but not yet spent.
These funds could be used to offset the Air Force’s overall fiscal year
1991 budget request.

In January 1990, we reported that the Air Force had experienced
schedule delays in getting technical engineering changes made so that
the processors will comply with military standard 188-141A.! At that
time, the Air Force expected to complete engineering work in December
1989, and to commence ordering compliant processors. We found that
the Air Force has again experienced schedule delays; it does not plan to
complete formal qualification tests to ensure that these processors
comply with the military standard until January 1991. In addition, the

1ADP Budget: Potential Reductions to the Department of Defense’s Budget Request (GAO/
IMT E€95-12, Jan. 10, 1990).
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Air Force has not yet established estimated life-cycle costs for these
automatic communications processors. This step is required by Defense
regulations before a system is initially deployed.

The number of processors needed to demonstrate initial operational
capability by September 1992 is well within the 200 processors already
acquired under the 1988 contract. The program manager told us that 23
processors are needed for this effort. Nevertheless, in June 1990 the Air
Force awarded a follow-on production contract to complete its planned
acquisition. This award was made 7 months before qualification tests
were to be completed to ensure that the engineering changes made to the
processors meet military standards. According to an Air Force official,
this contract contains a minirmum order quantity of one processor.

The program manager also told us that production of these processors
will not be authorized until after the engineering changes have been
tested and certified. However, Defense Directive 5000.3, Test and Evalu-
ation, requires that a system’s operational effectiveness be verified
before allowing the system to proceed with full-rate production. Since
(1) initial operating capability is not scheduled until September 1992,
and (2) the Air Force has already acquired more than enough processors
to demonstrate initial operating capability, we believe the Air Force
should not authorize any additional production in fiscal year 1991.

However, in June 1990, the Air Force obligated $9.9 mllion in Other
Procurement funds and $29.6 million in Aircraft Procurement funds to
the follow-on production contract. This action alone will procure 815
automatic communications processors: 520 processors for aircraft radios
(aircraft procurement funds), and 295 for ground radios (other procure-
ment funds). The Air Force is also using some of these Aircraft Procure-
ment funds to procure other items such as installation kits, engineering
services for instailation, test equipment, and technical manuals.

In its fiscal year 1991 budget submission, the Air Force has requested an
additional $10.9 million in Aircraft Procurement funds to continue the
production contract for automatic communications processors.
According to an Air Force official, these fiscal year 1991 funds should
provide an additional 172 automatic communications processors to the
Air Force inventory. As we have already indicated, however, the Air
Force needs only 23 of the 200 processors already acquired under the
1988 contract to satisfy planned program needs through September
1992.
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Super-High-Frequency
Portable Terminals

Because the Air Force nieeds less than the 200 processors already
acquired to carry the program through its determination of initial opera-
tional capability in September 1992, the Committee may wish to con-
sider using the unspent $35.6 million in aircraft procurement funds and
$98.9 million in other procurement funds for fiscal years 1989 and 1990
(see table I1.2) to offset fiscal year 1991 budget requests for other Air
Force programs, and to reduce the $10.9 million requested for aircraft
procurement in fiscal year 1991 for automatic communications
Pprocessors.

Description of the Program

The Air Force is currently exploring the use of small, lightweight, and
portable super-high-frequency satellite communications terminals to
provide reliable and secure voice and data communications for highly
mobile combat teams. Such teams include forward air controllers, spe-
cial operations forces, and Military Airlift Command combat control
teams. The Super-High-Frequency Portable Terminal System is in con-
cept development. To assess the feasibility of these terminals, the Air
Force plans to conduct a demonstration and validation project in Feb-
ruary 1992, Table I1.3 shows fiscal year 1990 and 1991 research, devel-
opment, test, and evaluation funds to be used for this project.

Table 11.3: Super-High-Fraguency
Portable Terminals

]
Dollars in millions

Source of funds Fiscal year 1990 Fiscal year 1991
Research, development, test, and

evaluation $2.7 $1.3
Total $2.7 $1.3

Source: Extracted from information provided by the program office.

Results of Analysis

We identified a potential reduction of $4.0 million ($2.7 million of which
is still available from fiscal year 1990 appropriated funds) to the fiscal
year 1991 Air Force budget request for research, development, test, and
evaluation funds. This reduction is based on the fact that the Air Force
is planning to spend $4 million on a demonstration system without
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Appendix II
Potential Budget Reductions—Air Force

Ultra-High-Frequency
Satellite Terminal
System

(1) evaluating alternative solutions to satisfy its needs, and (2) deter-
mining whether similar systems or capabilities are already available
within other military services for satisfying such needs.

We found that the Air Force has not prepared studies assessing its
needs, existing capabilities, missions, and constraints or assumptions
that may affect alternative solutions. Nor has it estimated the costs and
benefits to be derived, or assessed the option of using similar communi-
cations terminals that may be already under development or existing
within the Army, the Navy, or the Marine Corps. Defense policy for
establishing requirements can be found in Directive 5000.1 for major
and nonmajor defense acquisitions. This directive provides that the
basis of need or requirement for each new acquisition must be thor-
oughly reviewed and validated, and that development of new technolo-
gies must be undertaken only after carefully assessing alternative
approaches to satisfy the need or requirements.

Therefore, the Committee may wish to direct the Secretary of the Air
Force not to obligate the $4.0 million targeted for this demonstration
system until the Air Force (1) evaluates alternatives, and (2) determines
whether similar systems or capabilities are already available within the
other military services for satisfying such needs.

Description of the Program

The Ultra-High-Frequency Satellite Communications Terminal program
will provide both air and ground users with secure voice and data com-
munications capabilities. These terminals are expected to allow many
users to share a satellite channel. The Air Force expects to spend at
least $74 million on this program. Table I1.4 shows funds to be used for
acquiring 66 terminals and 2 network control stations for this program.
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Table 11.4: Ultra-High-Frequency Satellite
Communications Terminals

. |
Dollars in millions

Source of funds Fiscal year 1990 Fiscal year 1991
Other procurement $7.2 $6.5
Total $7.2 $6.5

Source: Extracted from information provided by the program office and from Procurement Programs
(P-1) Department of Defense Budget For Fiscal Year 1991, and the Depariment of the Arr Force’s pro-
curement-backup book.

Results of Analysis

We identified a potential reduction of $13.7 million ($7.2 million of
which is still available from its fiscal year 1990 appropriated funds) to
the Air Force’s fiscal year 1991 budget request. While the Air Force
plans to acquire these terminals and network control stations, it has
experienced system integration problems and schedule delays in
building and testing a prototype for the system. As a result, this funding
may be premature at this time.

Because of hardware integration problems and subsequent delays in
system development, testing, and evaluation, the Air Force has slipped
its schedule for the Ultra-High-Frequency Satellite Terminal System
Program. The Air Force had originally planned to complete initial opera-
tional testing and evaluation by July 1990, but later slipped this mile-
stone by 8 months to March 1991. In October 1990, however, an Air
Force program official told us that this testing and evaluation milestone
may be further delayed. The Committee may wish to direct the Secre-
tary of Defense not to obligate the $13.7 million in procurement funds
targeted for the Ultra-High-Frequency Satellite Communications Ter-
minal program until the Air Force (1) completes its initial operational
testing and evaluation, and (2) establishes the number of terminals and
network control stations needed in fiscal year 1991.

Page 18 GAO/IMTEC91-17BR Potential Reductions to Defense's ADP Budget Request




Appendix III

Potential Budget Reductions—Defense Logistics

Agency (DLA)

Standard Automated
Materiel Management
System/Immediate
Improvement

Initiative (SAMMS/T)

We identified a potential reduction of $14.0 million to DLA’s fiscal year
1991 request for other procurement funds. This reduction is possible
because of schedule slippage.

The SAMMS/P initiative is a modernization of the automated supply
support functions of DLA's operational Standard Automated Materiel
Management System (SAMMS). SAMMS supports the DLA integrated
materiel management mission with automated functions for distribution,
requirements, supply control, financial management, accounting and
billing, contractor payment, and cataloging processes. The purpose of
the SAMMS/B initiative is to redesign the system's distribution and
requirements subsystems—which make up about 90 percent of the
application software—and to provide a modern hardware and data base
management system platform for operation of the subsystems. Table
I11.1 shows fiscal year 1991 funding requested for SAMMS/I2.

Table l11.1: Fiscal Year 1991 Funding
Request for SAMMS/I®

Dollars in millions

Source of funds Fiscal year 1991
Procurement $14.0
Operation and maintenance 14.4
Total $28.4

Source: Extracted from DLA's fiscal year 1991 budget request.

Results of Analysis

We identified a potential reduction of $14.0 million from DLA’s fiscal
year 1991 request for procurement funds for SAMMS/I3, Our analysis
shows that this program has experienced delays and that the request for
procurement funds is premature at this time.

In fiscal year 1991, DLA is requesting $14.0 million in procurement
funds to purchase a computer system for a prototype test-bed platform,
which will be used to test and implement the SAMMS/I3 software. Our
analysis showed that because of a 24-month schedule slippage the plat-
form will not be needed until at least fiscal year 1992. Further, we
determined that, in the interim, any necessary design functions to com-
plete concept development and procure and test a Data Base Manage-
ment System could be accommodated by DLA’s current operational test-
bed system at DLA’s Central Design Activity in Columbus, Ohio.
According to DLA’s latest schedule, the SAMMS/I? program will go
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before the MAISRC for a milestone II (Definition/Design) review in Sep-
tember 1991. We believe that it would be premature for DLA to procure
a large computer test-bed for SAMMS/I3 until MAISRC has reviewed and
approved the program at milestone II. Therefore, the Committee may
wish to consider reducing DLA'’s fiscal year 1991 request for procure-
ment funds by the $14.0 million targeted for SAMMS/L.
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Consolidation Studies

Description of the Program In July 1989, the Department of Defense completed a management

review that identified various initiatives that are expected to achieve
substantial dollar savings in operation and maintenance funds beginning
in fiscal year 1991 and continuing at least through fiscal year 1995.
Defense expects to achieve these savings by streamlining management
and operations across the Department and its components. One example
of this streamlining effort can be found in an initiative called Consolida-
tion Studies.

The purpose of this initiative is to achieve savings by (1) consolidating
operations in support areas by eliminating redundant functions,

(2) improving these operations through better systems and procedures,
and (3) reducing headquarters operations without impairing senior man-
agement’s control. The Deputy Secretary of Defense established study
teams to review possible consolidations, management changes, and asso-
ciated savings in the following support areas: (1) supply depots,

(2) inventory control points, (3) maintenance depots, (4) automated data
processing (ADP) design centers and operations, (5) accounting opera-
tions and finance centers, and (6) research and development laborato-
ries and test facilities. Savings from these consolidations are estimated
by Defense at $5.6 billion through fiscal year 1995. Table IV.1 shows
savings anticipated in fiscal year 1991 for this initiative.

Table IV.1: Consolidation Studies
Savings Anticipated in Fiscal Year 1991

i

Dollats in millions

Source of funds Fiscal year 1991
Anticipated savings $360.0
Total $300.0

Source: Budget of the United States Government Fiscal Year 1991,

Results of Analysis

We identified a potential reduction of $300 million to Defense’s fiscal
year 1991 budget request. Although Defense anticipates savings in fiscal
year 1991 because of the consolidation of support areas and reported
this anticipated savings in the President’s budget, no specific appropria-
tion request has been reduced.

As part of our review of Defense’s ADP budget request, we examined the
Department of Defense Justification of Estimates for Defense Manage-
ment Report Initiatives. This document, published in January 1990,

identifies monetary savings that Defense anticipates will result from
various initiatives currently planned or under way. For most of these
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initiatives, the military agencies offset (that is, reduced) their fiscal year
1991 budget requests by the amount of savings expected. However, in
reviewing this document, we noted that the anticipated savings

expected to occur in fiscal year 1991 from the consolidation of support
areas were not offset directly against an appropriation request.

We giscussed the consolidation of ADP design centers and operations
with Defense’s Deputy Comptroller for Information Resources Manage-
ment and her staff. These officials told us that as of July 1990 none of
the teams reviewing the consolidation of support areas had completed
their studies, and until the studies are approved by the Deputy Secre-
tary of Defense, they would be unable to tell us how much of the $300
million anticipated savings for the consolidation studies would be used
to reduce Defense’s ADP budget. But, they did acknowledge that at some
time during fiscal year 1991 the $300 million anticipated savings would
be distributed to specific appropriations. However, through September
1990, none of the anticipated savings has been identified or distributed
against the fiscal year 1991 budget request.

Since Defense anticipates savings of $300 million from the consolidation
of support areas, but did not offset any specific appropriation request,
the Committee may wish to (1) reduce $300 million from one or more of
the specific appropriation requests in order to ensure that the antici-
pated savings are actually taken, or (2) direct the Secretary of Defense
to report back to the Coramittee the actual savings realized during fiscal
year 1991 as a result of consolidations.
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Corporate Information Management (CIM)

Description of the Program In October 1989, the Deputy Secretary of Defense announced an initia-
tive to improve the standardization, quality, and consistency of data
from Defense’s multiple management information systems. This overall
initiative, referred to as CIM, is intended to eliminate multiple automated
information systems or software in common administrative areas that
meet the same functioral requirements. Eight functional areas have
been identified so far: (1) civilian payroll, (2) civilian personnel, (3) con-
tract payment, (4) financial operations, (5) government furnished mate-
rial, (6) materiel management, (7) medical, and (8) warehousing. Within
each of these areas, an effort has been established to develop uniform
and consistent information requirements and data formats. These stan-
dard functional and information requirements will be used to develop
standard integrated management information systems. Further,
according to CIM program documentation, Defense plans to eventually
consider all administrative areas within the Department as future candi-
dates for inclusion in the CIM program.

Defense annually spends approximately $9 billion to acquire, operate,
and maintain general-purpose automated information systems for
admunistrative uses. And, according to Defense reports, over $4 billion
of this amount is annually spent on new development and modernization
(i.e., enhancement). The Office of the Secretary of Defense (0sD) esti-
mates that about one quarter (or approximately $1 billion) of the
amount annually spent within Defense on new development and mod-
ernization could eventually be saved as a result of the CIM initiative. In
addition, as CIM systems are deployed, further savings are expected to
result from reduced operation and maintenance costs. In November
1989, Defense issued its decision to reduce the information technology
budgets of its components to reflect the savings anticipated from cim.
However, rather than have the military services and Defense agencies
immediately trim $1 billion from their budget requests, 0sD decided to
phase in the reduction. Each of the services was directed to take a
reduction of $100 million in fiscal year 1991, $200 million in fiscal year
1992, and about $30U million in fiscal years 1993 through 1995.

Results of Analysis We found that 0sp did not provide any specific direction or guidance to
the services on how to apply the cIM reductions. As a result, fiscal year
1991 budget reductions were inconsistently applied. In addition, the ser-
vices and 0sD have yet to agree on (1) an inventory of systems within
each of the eight functional areas, and (2) the effect ciM will have on
these systems. Therefore, we believe that some of the funds requested
by the services for new development and modernization in fiscal year
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CIM Reductions Inconsistently
Applied

Inventory of CIM Systems
Lacking

1991 may be used for systems that could be significantly altered or can-
celed in the future because of CIM.

Although osp directed *he services to reduce their budgets because of
the ciM effort, it provided no guidance on how to apply the reduction.
Army, Navy, and Air Force officials told us that decisions regarding
where to apply the reduction were left to their discretion. As a result,
reductions were not necessarily taken from systems within the CIM func-
tional categories.!

Neither 0sD nor the military services have come to agreement on an
inventory of systems under development or modernization within each
of the ciM functional areas. 0SD has twice attempted to obtain this infor-
mation. Data calls were issued, by memorandum, in June and August
1990 to each of the services. And, although the services provided
responses to each of the data calls, 0SD officials are still not satisfied
with the quality of the responses received. Without such an inventory,
we were unable to accurately determine what portion of the services’
fiscal year 1991 requested funds are for CiM-related systems.

Since 0sb and the services have not come to an agreement on an inven-
tory of ciM-related systems, the Congress has no assurance that some of
the funds being requested in fiscal year 1991 for system development
and modernization will not be spent on systems that will be significantly
altered or canceled because of CIM.

1At the time the services were directed to reduce their budgets, only six functional areas had been
identified for review under CIM.
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Objective, Scope, and Methodology

Our objective was to review Defense's fiscal year 1991 budget request
for selected information technology programs and to provide informa-
tion to the Subcommittee to assist it in determining whether the pro-
grams should be funded in the amounts requested. We performed our
work in the Washington, D.C., area and in Boston, Massachusetts,
between April and October 1990.

To obtain budget request information, we examined the Procurement
Programs (P-1) Department of Defense Budget for Fiscal Year 1991, as
well as the procurement backup books for the Departments of the Army
and Air Force, and the Defense Logistics Agency, which contain infor-
mation on equipment, contracts, and schedules (including Department of
Defense forms P-22 and P-40). We also examined the information tech-
nology systems budgets (which contain exhibits 43A-E) for the Office of
the Secretary of Defense (0sD), the Departments of the Army and Air
Force, and the Defense Agencies. In addition, we reviewed the quarterly
reports provided by the Defense components to 0sD’s Major Automated
Information System Review Committee.

We met with officials from osD, the Defense Logistics Agency, the Army,
and the Air Force to obtain information on the eight programs covered
in this report. We discussed issues covered in this report with officials
from 0sD, the Defense Logistics Agency, the Army, and the Air Force,
and have incorporated their comments where appropriate. As
requested, however, we did not obtain official agency comments on this
report. We conducted our work in accordance with generally accepted
government auditing standards.
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