D ESO DY
Copy 17 of 146 copigs,

- ) .-~ [

5 445
mm,mwmwmmm

IDA REPORT R-366

LINKING ACQUISITION DECISIONMAKING
WITH NATIONAL MILITARY STRATEGY

David R. Graham
Herschel E. Kanter

Martin J. Bailey Barbara A. Bicksler

Albert M. Bottoms Robert P. Hilton, RADM. USN (Ret.)
Walter M. Locke, RADM, USN (Ret.) Samuel H. Packer, RADM, USN (Ret.)
Paul H. Richanbach Gorman C. Smith. BG, USAR (Ret.)
Jake W, Stewart, CAPT, USN (Ret.) George H. Sylvester, LTG, USAF (Ret.)

DTIC

October 1990 ELECTE &%
maY2 11991 §

Prepared for
Office of the Under Secretary of Defense for Acquisition

" DISTRIBUTION STATEMENT A

Approved for public release;
Distribution Unlimjted

91-00137
AR AR

INSTITUTE FOR DEFENSE ANALYSES
1801 N. Beauregard Street, Alexandria, Virginta 22311-1772

91 5 20 018




DEFINITIONS

10A publishes the tollowing documents to report the resuits of its work.

Reports

Reports are the most authoritative and most carefully considered products IDA publishes.
They normally embody results of major projects which {a) have a direct hearing on
decisions affecting major programs. (b) address issues of significant concern to the
Executive Branch, the Congress and/or the public, or (c) address issues that have
significant ecanomic implications. |DA Reports are reviewad by cutside panels of experts
to ensure their high quality and relevance 16 the problems studied, and they are rsleased
by the Prasident of IDA.

Group Reports

Group Reports record the findings and resuits of IDA establishad working groups and
panels composed of senius Individuals addressing major issues which otherwise would be
the subject of an DA Report. IDA Group Reports are reviewed by ths senior individuals
responsible for the project and others as selscled by IDA 1o ensure thsir high quality and
relevance to ths problems studied, and are released by the President of IDA.

Papers

Papers, also authoritative and carefuily considerad producis of IDA, address stedies that
are narrower in scope than those covered in Repons. IDA Papers are reviswed 1o ensure
that they meet the high standards expectad of refereed papers in profassional journals or
Tormal Agency reports,

Documents

1DA Decuments are used for the convenience of the sponsurs or the analysts (a) to record
substantive work done in quick reaction studies, (b) to record the proceadings of
conferences and meetings, (c) to make available preliminary and tentative results of
analyses, (d) to record data developed in the course of an investigation, or (€) to forward
infarmation that is essentially unanalyzed and unavaluated. The review of DA Documents
is suited to their content and intended use.

The work reported In this document was conductad undar contract MDA 902 89 C 0003 for
the Department of Defense. The publication of this 1DA document does not indicate
endorsement by the Department of Oelense, nor should the cuntents be construed as
re”:ecting the official position of that Agency.

This report has been reviewed by (DA to assure that it meets high standards of
thoroughness, objectivity and scund analytical methodofogy and that the conclusions stem
from the methodology.

Approvad for public refease; distribution unlimited.




DISCLAINER NOTICE

THIS DOCUMENT IS BEST
QUALITY AVAILABLE. THE COPY
FURNISHED TO DTIC CONTAINED
A SIGNIFICANT NUMBER OF
COLOR PAGES WHICH DO NOT
REPRODUCE LEGIBLY ON BLACK

AND WHITE MICROFICHE.




Form Approved
REPORT DOCUMENTATION PAGE OMB No. 0704-0188
Pubiic mporting burden for this colisction of information (s eetmeed 1 Gverage 1 hour Rer responas, inckuding the tims for reviswing inscructions, g enisting dala aoUrGes, gathering and

maintsining the data needed, and compieting and reviewing the coliection of information. Send ding this burd

Including suggestions or reducing this buiten, NVM&MWMHWMWNMQWMMW Sule 1204, Aringkn,
VA 22202-4302, and 10 the Chlice of Management and Budget, Paperwork Reduction Project (0704-0188), Washington, DC 20503,

mwmym-pudﬂwhwndm

October 1990

1. AGENCY USE ONLY (Leave biank) 2. REPORTDATE 3. REPORT TYPE AND DATES COVERED

4. TITLE AND SUBTITLE
Linking Acquisition Decision Making With National Military Strategy

Aumon(s& David R. Graham, Herschel E. Kanter, Martin J. Baile
BarbaraA icksler, Albert M. Bottoms, Robert P. Hitton, Walter M. (ocke.

Samuel H, Packer, Paul H, Richanbach, Gorman C. Smith, Jake W.

5. FUNDING NUMBERS
C-MDA-903 89 C0003

TA-T-G6-678

7. PERFORMING ORGANIZATION NAME(S) AND ADDRESS(ES)

Institute for Defense Analyses
1801 N. Beauregard Street
Alexandria, VA 22311

8. PERFORMING ORGANIZATION
REPORT NUMBER

IDA Report R-366

9. SPONSORING/MONITORING AGENCY NAME(5) AND ADDRESS(ES)
Under Secretary of Defense for Acquisition
The Pentagon
Washington, DC 20301

"10. SPONSORING/MONITCRING

AGENCY REPORT NUMBER

11. SUPPLEMENTARY NOTES

12a. DISTRIBUTION/AVAILABIUITY STATEMENT
Approved for public release; distribution unlimited.

12b. DISTRIBUTION CODE

13. ABS TRACT (Maximum 200 words)

gave rise {0 the Goldwater-Nichols Act in 1986. The report then describes the

This study describes the Defense Department's processes for planning, guidance, and decisionmaking and
assesses how weli they suppoit the Secretary of Defense in developing effective, integrated military forces. First it
describes the management practices advocated by the Packard Commission and earlier independent reviews of '
defense management, for designing and executing acquisition programs that are consistent with national military
strategy and projected budgets. Next it reviews the long-standing concerns with DoD management that ultimately

1986, including actions 1o implement Secretary Cheney's Defense Managernent Report. Finally, the report presents a
prototype management system to illustrate one approach for establishing the advocated management practices within
axisting DoD organizations and processes, and offers an agenda for implementing this proposed system.

resulting changes within DoD since

14. SUBJECT TERMS

Acquisttion, Defense Management, Packard Commission, Defense Reform,
Golkdwater-Nichols Act of 1986, Defense Guidance, Planning

15. NUMBER OF PAGES
156

16. PRICE CODE

—
NSN 7640-01-280-6600

17. SECURITY CLASSIFICATION 18. SECURITY CLASSIFICATION 9. SECURITY CLASSIFICATION |20. LIMITATION OF
OF REPORT OF THiS PAGE OF ABSTRACT ABSTRACY

Unclassified Unclassified Unclassified uL

Standard Form 208 (Rev. 2-80)
Frescrbed by ANS| Snd. 739-18
20-102




IDA REPORT R-366

LINKING ACQUISITION DECISIONMAKING
WITH NATIONAL MILITARY STRATEGY

David R. Graham
Herschel E. Kanter

Martin Jj. Bailey Barbara A. Bicksler
Albert M. Bottoms Robert P. Hilton, RADM, USN (Ret.)
Walter M. Locke, RADM, USN (Ret.) Samuel H. Packer, RADM, USN (Ret.)
Paul H. Richanbach Gorman C. Smith, BG, USAR (Ret.)
Jake W. Stewart, CAPT, USN (Ret.) George H. Sylvester, LTG, USAF (Ret.)
October 1990
-
1DA

INSTITUTE FOR DEFENSE ANALYSES

Coniract MDA 903 89 C 0003
Task T-G6-678




PREFACE

This study was requested by the Office of the Under Secretary of Defense for
Acquisition to provide an independent review of the management processes for linking
acquisition decision making with national military strategy. The management system for
strategy formulation, planning, guidance, and decisionmaking has been the subject of
numerous reviews and critiques since the Department of Defense was created in 1947,
Many long-standing concerns have been addressed in the management reforms that have
been underway since the Packard Commission met and the Goldwater-Nichols Act was
adopted in 1986. This study describes the changes that have resulted, assesses dic degree
to which recent reforms have resolved these long-standing concerns, outlines a prototype
management system consistent with the management principles established in the Packard
Commission and earlier reviews, and offers an agenda for completing Secretary Cheney's
proposed reforms to implement the Packard Commission's recommendations.

This study was conducted under coniract MDA 903 89C 0003; task order number
T-G6-678, "Linking Acquisition Decisionmaking with National Military Strategy."

The study relied, in part, on interviews with more than 50 individuals within the
Services, the Office of the Secretary of Defense, and the Staff of Congress. The authors
thank these individuals for their contribution to this study.

‘The authors also thank the IDA review panel, which provided essential guidance at
scveral stages of the study and reviewed earlier drafts of this report. The panel was chaired
by William Y. Smith, General, USAF (Ret.), and included Dr. Jacques Gansler, Andrew
J. Goodpastor, General, USA (Ret.), Professor Samuel Huntington, Dr. James G. Roche,
and William: Small, Admiral, USN, (Ret.).

Valuable reviews and comments also were provided by Mr. Seymour Deitchman,

Top

Mr. Rodney McDaniel, Mr. Philip Major, Mr, Thomas Christie, Captain Jerome Murphy,

USN, Captain Steven Wood, USN, LtCol Keith Fendcr, USA, and Dr. Leland Jordon.
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Finally, we thank our editors, Kathleen O'Boyle, Shelley Smith, and Eileen
Doherty for exceptional support, and most especially Teresa Dillard who prepared the
graphics and typed numerous drafts and the final manuscript.
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EXECUTIVE SUMMARY

The Secretary of Defense is the senior Defense Department official responsible for
developing effective, integrated military forces in support of the nation's security
objectives. The defense management system is intended to support the Secretary in this
task. This system should assist him in developing an overarching vision of needed defense
capabilities consistent with acceptable levels of risk and available resources, as well as in
overseeing the activities of the diverse and powerful component organizations charged with
implementing this vision. Since the creation of the DoD following World War 1II,
numerous reviews of the defense management system--by Presidential commissions,
independent study groups, and DoD itself--have identified improvements needed to better
integrate forces and programs through the development of stronger linkages between
decisionmaking and national military strategy. Recent attempts to incorporate such
improvements include the Goldwater-Nichols legislation (1986), the Packard Commission
(1986), and a number of internal management reforms. Secretary Cheney's Defense
Management Report to the President (DMR), issued in July of 1989, established a mandate
for implementing the Packard Commission’s recommendations.

This study takes stock of the progress toward implementing these reforms--and
offers an agenda for their completion. During 1989 and early 1990, the study team
reviewed the DoD management system as it relates to strategy and acquisition, examined
the conceptual and historical issues in this area, and interviewed current DoD managers to
determine what changes are being made in organizations and practices. This report
summarizes the analysis, findings, and recommendations of the study. The report--

»  describes a management system for planning, guidance, and decisionmaking

that embodies the Packard Commission's management principles for linking
decisionmaking with strategy.

»  assesses existing management practices and shows how needed changes can be
made within existing DoD organizations and management processes.

One general conclusion of this study is that DoD's weapon modernization programs
are linked with strategy, in the sense that each Service or DoD component designs
programs that support its roles and missions. However, the Secretary's ability to integrate
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these programs continues to be hindered by the lack of an integrated planning framework
that meshes force planning with realistic projections of defense budgets, and by the lack of
an effective linkage between planning and decisionmaking. Our findings are summarized
in the following three sections, which focus on each of the three main elements of the
management system that support the Secretary in planning and decisionmaking.

A. STRATEGY FORMULATION, PLANNING, AND GUIDANCE

In the formal structure of the DoD, the Joint Strategic Planning System (JSPS),
managed by the Chairman of the Joint Chiefs of Staff (CJCS), is intended to provide the
Sccretary with a recommended National Military Strategy. The CJCS also specifies the
military forces capable of achieving national security objectives within prescribed budget
guidelines. Drawing on this integrated planning, the Secretary develops guidance for the
military departments and defense components who manage the programs that raise, arm,
and equip these forces.

1. Strategy Formulation and Integrated Planning

In reviewing the defense management system, the Packard Commission and earlier

defense management reviews found that these planning mechanisms had not been effective
" in integrating defense programs. Service-level planning was disjointed--often dene within
the major warfare communities within each Service--and only loosely related to overall
resource constraints. Joint military planning, which could have integrated these Service
plans, traditionally focused on a large “planning force" that did not reflect budget limits
and, hence, provided the Secretary only a general strategic framework that did not closely
translate into guidance for programming and budgeting decisions. The OSD planning
processes for developing the Defense Planning Guidance relied largely on committee
consensus and also used overly optimistic budget trends, thus precluding the early
resolution of broad resource allocation issues.

These weaknesses in planning were found to contribute to two fundamental
problems in the DoD management system. First, the meshing of component programs and
budgets was done primarily in the programming and budgeting processes, where a well
understood, unified strategic perspective was lacking. The short-range time horizon--two
to five vears--of programming and budgeting processes, coupled with the lack of any long-
range :orce design for guiding decisions, caused program and budget reviews to become
mired in the detail of specific, near-term budget issucs. Moreover, the process did not
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include effective participation from joint military officers as proponents for integrated
forces.

A second broad concern was that the process did not systematically consider the
long-term financial consequences of near-tenn acquisition decisions. Because of the long
acquisition cycle, this exclusive focus on the early years' spending biased decisions toward
over-commitments, which ultimately led to wasteful program cutbacks and stretch-outs.
This problem was compounded in the second half of the 1980s by DoD five-year fiscal
plans that overestimated the size of the defense budgets that would be ultimately approved
by Congress. More recently, Secretary Cheney has issued much more conservative fiscal
guidance, although there is no guarantee that even these funding levels will be realized.

Some significant changes have been made since these problems were observed.
Most importantly, Goldwater-Nichols and NSDD-119 implementing the Packard
Commission recommendations charge the Chairman of the JCS with defining integrated
force goals linked to a range of budgets and planning scenarios in support of national
military strategy. This proposed process still awaits full implementation: the goals
developed in the 1989 cycle of the JSPS continued to focus on force structure for a single
planning scenario, as was done in the past.

QOverall, we conclude that there presently remain three areas in which the DoD-wide
planning supporting the Secretary's guidance could be strengthened:

*  Where the traditional process for preparing the Defense Guidance was largely a
committee process, DoD-wide planning should be an analytical process that
formulates and examines strategic choices and planning options that reficct the
uncertain security environment and projected budgets.

*  Where the traditional process did not explicitly link goals with resources, this
planning should mesh resource and medernization planning with JSPS force
planning in order to consider likely long-range resource constraints.

»  Rather than produce a lengthy list of objectives and directives, the process
should integrate thesc analyses across missions, Services, and functions in
order to present the Secretary with coherent assessments of force and resource
options that are related to strategy.

This study describes a prototype planning process for implementing such an approach,
which is consistent with the process outlined in the Packard Commission and the DMR.
The three main elements are as follows:;

» Planning Initiation: The Secretary would begin the planning process by
framing the issues to be addressed and postulating strategic options to be

ES-3




explored with respect to national security goals, operational strategy, forces,
and resources.

» Analysis: The staffs of OSD, the CJCS, and the Services would analyze
these proposed options from both a force planning (net assessment) and
resource standpoint. The CICS would be responsible for postulating force
development goals based on military net assessments. The Secretary's staff,
supported by the military departments, would assess the investments required
for those options. These assessments would yield a long-range (15-year)
modemization roadmap for achieving force goals and would establish paraliel
goals for technology development and defense industrial infrastructure.

+ Integration: The planning would be summarized in a format that would
integrate options and analyses across missions, Services, and functions and
would offer staff recommendations. The executive summary would describe
the broad strategic choices and recommendations relating to national security
objectives, operational strategy, forces, and resources at a level appropriate for
the Secretary's review.

This process could provide the Secretary with the needed vision of strategic options and
their resource implications. It would allow him to be better able to respond to--and help
lead the nation through--the changing security and budgetary environment.

2. Guidance

The reviews of the defense management system have also concluded that the
Defense Planning Guidance should be the backbone of the system, conveying the
Secretary's vision and long-range goals and the roadmap for achieving them. The DMR
has proposed to address these longstanding concerns by substantially strengthening the
Defense Planning Guidance. Unfortunately, not all of the DMR's proposals have been put
into action. Most significantly, the first DPG following the DMR was issued without the
proposed planning scenarios, long-range goals, and roadmap.

Hence, the DoD still needs to implement the DMR's recommendations in the next
cycle of the Defense Planning Guidance as follows:

» Linking Planning with the Defense Planning Guidance. After
reviewing the alternative strategic choices, goals, and roadmaps developed
through the proposed planning process outlined above, the Secretary and his
senior advisors would review the Defense Planning Guidance and decide
whether or not to modify it. (The guidance is intended to remain relatively
stable once goals are establisied.)

ES-4




-

+ Adopting the DMR's Proposed Structure for the DPG. Consistent
with the DMR's recommendations, the DPG should include the following:

--  Planning scenarios for several contingencics.

-- Long-range goals for forces, technology development, and the defense
infrastructure.

- A 15-year resource roadmap projecting an estimated range of budgets
consistent with the Secretary's planning goals.

In providing goals and guidance, the Secretary must balance the need to be specific
enough to guide decisionmaking with the need to be general enough to allow subordinate
organizations the flexibility required for effective management. The need for flexibility--
which is increasingly well understood in today's evolving global security environment--
should also be emphasized by selecting a range of planning scenarios that represent
plausible future military tasks. This study suggests prototype formats for goals, including
long-range goals for forces, technol- Jy development, and infrastructure.! It also presents
an example of a financial roadmap that summarizes the modernization programs and
budgets required to achieve these goals. These prototype examples are intended to provide
a starting point for developing the format for the next Defense Planning Guidance.

B. PROGRAMMING AND BUDGETING

The Secretary's responsibility for ensuring that near-term program and budget
decisions form an effective and integrated defense program can be accomplished by
ensuring that these decisions follow from the department's long-range goals.
Programming and budgeting begins with the development of Program Objective
Memoranda by the Services and defense agencies. These proposals are reviewed by the
DoD senior staff in the Defense Planning and Resources Board (DPRB) program and
budget reviews. Recent steps intended to improve the DPRB review process include
establishing a single executive secretary for all DPRB activities to enhance continuity, and
increased participation by joint military organizations in all phases of the process.

Experienced Pentagon practitioners strongly believe that the main reason why
program and budget decisionmaking has not been more effectively linked with planning is a

Although this study focuses on IDoD planning and decision making, there is a growing recognition that
DoD must better integrate its R&D and infrastructure programs with those of other government
agencies and the commercial sector. The roadmaps for technology and infrastructure provide a
management framework for addressing these issues. See Paul Richanbach, et. al., The Future of
Military R&D, IDA White Paper, July 1990,
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lack of discipline that has allowed participants to circuinvent the orderly procedures built
into the defense management system. They argue that we do not nced a major overhaul of
the programming and budgeting process; rather, procedural linkages must be made
sufficiently clear--and formalized if necessary--to allow the Secretary to discipline
participants to frame choices and issues in terms of long-range goals and strategic
objectives.

Traditionally, a major source of this instability in the resource allocation process has
been the practice of basing plans and programs on overly optimistic budget projections,
which causes issues to be reopened at each stage of the process as budget top lines are
ratcheted downward. Hence, more realistic budget projections for planning and
programming are an important prerequisite for strengthening the linkages between planning
and decisionmaking. The study dcscribes some additional procedural linkages. First, the
program and budget reviews conducted by the Defense Planning and Resources Poard
should begin with a review of the DPG's goals and resource roadmap. Second, program
and budget issue papers should evaluate Service proposals in terms of their consistency
with these goals and roadmaps, along with any other appropriate factors. Third, changes
in the international security environment, projected budgets, or individual programs due to
delays or cost changes, should be reflected in revised roadmaps. (Unrevised benchmarks
would be maintained for execution reviews so that they would provide a perspective on

cumulative program experience.)

In sum, the Secretary could establish a stronger linkage between planning and
progrtamming and budgeting by adopting procedures such as outlined above. Specifically,
this study describes a process in which:

+ DPRB program, budget issue papers, and reviews would follow from the

Guidance. The Sccretary's program and budget reviews would incorporate the

DPG's long-range goals and roadmap as primary benchmarks for judging
Service POMs.

» DPRB execution reviews would track program progress using the Guidance as
benchmarks. Execution reviews would compare program execution against
the DPG's gozls, roadmaps, and fiscal guidance.

These steps would provide a far more explicit linkage between planning and
decisionmaking than exists today. They would contribute to continuity in decisionmaking,
and provide a basis for tying near-term decisions to long-range strategic considerations.

ES-6



C. ACQUISITION DECISIONMAKING PROCESSES

As with programming and budgeting, the processes for defining the individual
acquisition programs that form the building blocks of the military forces also should be
linked with the planning process. Progra:ns are generally defined within the "requirements
processes” established by the Service warfare communities and defense agencies. The
Defense Acquisition Board (DAB) and the JCS Chairman's Joint Requirements Oversight
Council (JROC) are the principal acquisition oversight mechanisms for ensuring that
individual acquisition programs fit within an integrated and effective force.

The Packard Commission and earlier reviews found that the lack of an integrated
framework for defining and reviewing acquisition programs created two basic deficiencies
in the process; First, in the absence of such a framework, the Services and defense
agencies that originate program requirements lacked the integrated planning scenarios and
roadmaps neeced to ensure that their programs were consistent with overall modemization
objectives. Consequently, they have tended to focus on the modemnization needs identified
by their respective warfare communities. When action has been taken to integrate the
proposals of these communities--in order to fill gaps, eliminate overlaps, or develop new
technological approaches--such action has largely taken the form of ad hoc interventions by
the Secretary of Defense, President, or Congress. There have been numerous examples
over the years, including the Polaris missile, the cruise missile, and several aircraft
programs. Hence, the Services have not monopolized the process for defining programs,
but at the same time, the DMR's proposed roadmap would provide the Secretary with a
more coherent and effective mechanism for integrating programs.

Second, the Defense Systems Acquisiti~» Review Council (now renamed the DAB)
lacked the needed perspective and process for examining broad tradeoffs across programs
and for considering long-range program affordability. Hence, these reviews examined
programs on their individual merits, rather than judging them in the context of overall
modernization objectives.

This study describes how the DMR's proposed roadmap could be used in DAB
decisionmaking to address both of these concerns. The proposed procedures are as
follows:2

2 DoD is presently revising the 5000 series regulations goveming acquisition. These new regulations are

moving in the direction of the proposals outlined here.
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* At Milestones 0 and I of a proposed new program, the DAB should manage a
competition of ideas among technologies, approaches, and sponsors to ensure
that appropriate options are explored within each investment area,

»  Milestone II, when significant resource requirements begin, should be the main
decision point for committing to the production of a particular program.3 At
this point the DAB, DPRB, and JROC should ensure a selected program fits
within the overall roadmap for modernization--programs passing Milestone 11
are thus consistent with strategy and projected budgets.

»  The DAB should confirm the validity of program-level data relating to costs,
performance, threats, and schedules as a basis for decisionmaking, particularly
at Milestone II.

These procedures would broaden the focus of the DAB from reviewing individual
programs on technical and administrative grounds to the management of an overall
modernization program within the parameters established in the Secretary's modernization
roadmap.

D. CONCLUDING REMARKS

The recommendations offered in this report reflect the view that a major overhaul of
the defense mangement organizations and processes is not required to create substantially
stronger linkage between strategy, planning, and decisionmaking within DoD. Major
changes in recent years lay the groundwork for effective long-range planning, and the
agenda offered here can establish improved practices within the existing framework. This
is not to say that the proposed changes are marginal or easy to implement; adopting the
practices outlined above will require a concentrated long-term effort by the Secretary and
his senior staff.

It is sometimes argued that planning is impossible in strategica'ly uncertzin times
such as today. However, it is precisely in such times that effective planning is most
valuable. After several years of relative stability, it is necessay now to reassess the
appropriate options for future military forces across missions, Services, and deploynient

3 As this report was being prepared for publication, the 1990 Defense Science Board Summer Study
proposed an R&D strategy for the 1990s that would establish a multitrack acquisition process. The
acquisition decisionmaking paradigm described in this report would apply to the DSB's "mainstream”
programs, which include traditional major acquisition programs. The DSB's proposed "fast track”
prototype programs are not intended to be deployed in large numbers, and therefore could pass
Milestone II and enter full-scale development without identifying production funding in the investment

roadmap. Scc, 1990 Defensce Scicnee Board Summer Study: "R&D Strategy for the 1990's, Sumiary
Briefing,” undated.
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status. A systematic assessment of plausible strategic choices and budget alternatives
would increase the Secretary's ability to manage uncertainty, adapt to unfolding events, and
provide the needed leadership in the national political process. Important planning issues
have been, or are being, addressed throughout the defense community, including the major
aircraft revicw, the major warship review, and the total force study. The proposed
management system provides a mechanism for integrating the results of these diverse
analyses and relating them to broad strategic choices and projected budgets.

Finally, it should be emphasized that this study has focused on the internal
management of the DoD. However, introducing a longer range perspective in defense
decisionmaking requires cooperation throughout the national security decisionmaking
apparatus, especially between the executive and legislative branches. If there is no political
consensus on national security objectives and budgets, improvements in the DoD
management system alone cannot ensure that resources are efficiently used to develop an
effective military force at an affordable level. Hence, the DoD-related proposals outlined in
this stady provide only one building block for an improved defense management process.
The principles outlined by the Packard Commission and carlier defense management
reviews, which would emphasize a longer range perspective in defense decisionmaking,
should be adopted in both the executive and legislative branches.




I. INTRODUCTION

In his role as the principal architect of the nation's military forces, the Secretary of
Defense must advise the President and Congress on how best to allocate limited resources
among the alternative Service and defense agency programs proposed for operating,
maintaining and modernizing forces. Integrating these proposed programs effectively
across missions and functions, and over time, is the essence of linking program
decisionmaking with the national military strategy. This study examines the defense
management system as it has evolved to support the Secretary in this task.

The three main elements of the formal defense management system that are the
focus of this study include the processes for:

»  Strategy formulation, planning, and guidance;
¢«  Programming and budgeting; and
* Defining major acquisition programs.

As the defense management system is currently organized, the Secretary's responsibilities
for strategy formulation and planning are supported by the Chairman of the Joint Chiefs of
Staff (CJCS). He proposes a National Military Strategy, and describes a broad mosaic of
total forces needed to achieve national security objectives. Drawing on this design, the
‘Sccrctary guides and reviews the programs of the military departments and defense
components.

DoD programming and budgeting begins with the development of proposals by the
Services and defense agencies. These proposed programs are reviewed by the Secretary in
the Defense Planning and Resources Board (DPRB) in which the comprehensive DoD
programs and budgets are forged. Individual major acquisition programs are reviewed in
the Defense Acquisition Board (DAB). Employing these management processes, the
Secretary is responsible for defining and selecting the most effective programs that fit
appropriately within the mosaic of forces and for allocating resources to achieve an
appropriate balance among programs.

The subject of this study--how the defense management system can best be
organized and employed in designing effective, integrated forces--has been a central themie
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in defense management since the founding of the department following World War II. In
proposing the formation of the DoD in December 1945, President Truman described to
Congress the need for "unified direction of land, sea and air forces." The first reason he
gave for creating a new Department of National Defense was as follows:

We should have integrated strategic plans and a unified military program

and budget. ... We cannot have the sea, land and air members . . .

planning their programs on different assumpticas as to the nature of the

military establishment we need. (emphasis added) !
In the 45 years since then, numerous Presidential commissions and ind~pendent studies of
defense management have examined DoD organizations and management processes for
planning and decisionmaking. They have considered the appropriate framework for
designing a unified military force, as well as for implementing such & design in day-to-day
decisionmaking.

These reviews have consistently concluded that the required defense managersent
system calls for a strong process for strategy formulation, planning, and guidance within
the joint military organizations and the Office of the Secretary of Defense (OSD). Recent
attempts to redress tne long-standing concemns with planning and guidancs include the
Packard Commission (1986) recommendations, the Goldwater-Nichols iegislation (1986),
and a number of internal OSD managemen reforms. Secretary Chenecy's Defense
Management Report to the President (DMR), issued in July of 1989, established a mandate
for completing the Packard Commission's agenda for improving DoD planning and
guidance.2

A. PURPOSE AND SCOPE

This study revisits these issues in view of the many changes made in the defense
management system in recent years. The specific tasking was 10 assess "the degree to
which the development and acquisition of weapon systems is currently linked to and
determined by the national military strategy and to recommend improvements where
necessary or desirable.” The study was commissioned by the Office of the Under

1 Alice C. Cole, Alfred Goldberg, Samuel A. Tucker, Rudolph A. Arimakcr, eds., Documenss of the

Department of Defense, (Washington, DC.: Office of the Secretary of Defense Historical Office, 1978),
pp. 7and 11,

Packard Commission, A Quest for Excellence, Final Report to the President by the Blue Ribbon
Commission on Defense Management, (Washington, DC: U.S. Government Printing Office, 1986),
p. 10,
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Sccretary of Defense for Acquisition (USD(A)), in part to respond to a Congressional
request in the FY 1989 Authorization Act (see Exhibit I-1). It was intended to provide:

= A conceptual framework for integrating acquisition decisionmaking with
national military strategy;

» A description of how existing...[organizations and processes]...work and
interrelate--both in theory and in practice;
»  Alternatives for possible improvements; and

» A recommended course of action,3
This report summarizes the study and our findings and recommendations.

To put this study in perspective, two observations are in order. First is that the
United States has had a fairly clear, overarching sirategy since World War II, based on
containment, deterrence, and forward defense. As world events and the specific elements
of that strategy have evclved, so too has the implementation of that strategy. In the main,
T1.S. forces have adapted to the strategy, as demonstrated by shifting mission emphasis
and deployments over the years. In addition, in a qualitative sense, virtually all weapons
can be said to be linked to our basic strategic goals since each contributes in some way to
warfighting capability. Therefore, the primary question that was addressed in this study
was not whether sirategy exists or whether our forces are linked with strategy, but rather
how the linkage could be strengthened and resources apportioned more effectively through
improvements in the management systemn supporting the Secretary of Defense. Because the
focus of this study is on management practices, we neither evaluate the National Military
Strategy nor evaluate the current defense program or budget. Political decisionmaking
processes are addressed only to the extent that these processes affect tt¢ Department's
ability and incentives to plan.

The second observation is that problems in introducing a long-range perspective in
defense decisionmak.ng have roots that extend throughout the national security
decisionmaking apparatus. Shaping a long-term, integrated defense program requires some
measure of consensus and cooperation within the national-level political decisionmaking
process. A degree of goodwill between the President and Congress is required to establish
a consensus on a course of direction for defense among national-level policy makers;
otherwise, the process inevitably degenerates. The management system proposed in this

3 These are quoted from the project task order, IDA task order number T-G6-678.
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Exhibit I-1. Congressional Concerns and the Study Mandate

SEC. 7.32. LINKAGE OF NATIONAL MILITARY STRATEGY AND
ACQUISITION PROGRAMS
(a) FINDINGS.--Congress makes the following findings:

(1) The Final Report to the President by the President’s Blue Ribboi
Commission on Defense Management (the “Packard Commission”), th
Defense Acquisition Study of the Center for Strategic and International
Studies, and the Report of the Commission on Integrated Long-Term Strateg:
(referred to as "Discriminate Deterrence”) have separately identified
significant deficiencies in the integration of weapon acquisition programs of
the Department of Defense with national military strategy.

(2) There is no established process involving the Office of the Secretai™ o
Defense and th2 Joint Staff in which strategy, policy, operational concepts,
and resource constraints are fully debated, coordinated, and translated into
weapon acquisition programs. The dominant role of setting requirements for
new weapon systems remains with the headquarters staffs of the military
departments, and the requirements developed by those departments often do
noi appear to have been rigorously evaluated in terms of their overall s THE
contribution to national military strategy. ISSUES

(3) The requirements and planning process of the Department of Defense is
not constrained by realistic projections of future defense budgets.
Consequently, the process is fiscally unrealistic and, therefore, largely
ignored in the subsequent planning and budgeting process. This process
often results in disparate plans that do not optimize the potential contribusion
of the acquisition programs of each military department to the objectives of
national military sirategy.

(b) SENSE OF CONGRESS.--In light of the findings in subsection (a),
it is she sense of Congress thai--

(1) to ensure that the United States develops and acquires the proper mix of
weapon systems to supporl national military strategy most effectively am
efficiently, the Office of the Secretary of Defense and the Joint Sigff shoulc
better define the links between national military strategy and specific
acquisition programs;

(2) the Office of t e Secretary of Defense, the Joint Staff, and th
headguarters of the unj, ied and specified combatant commands should more
clearly define the necessary operational capabilities and concepts of
operations as part of the requirements process and should explicitly consider
alternative acquisition programs based on probable levels of resources likely
to be approved by Congress and trade-offs among the acquisition programs
of the military departments;

(3) the Secretary of Defense should ensure that resulting acquisition
programs clearly reflect the objectives of national military strategy; and

(4) the Secretary of Defensc should commission an independent study to

[assess the degree to which the development and acquisition of weapon THE CHARGE
systems is currently linked to and deiermined by the national military strategy TO THE
recom improvements wher 3 r desirable. I STUDY GROUP

Source: National Detense Autherization Act, Fiscal Year 1988, Conference Report io
Accempany H.R. 4264, U.S. Heuse of Representatives, 100th Congress, 2d Session

Report 100-753, Government Printing Office, Washington, DC, July 7, 1988, pp.
90-91.
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study is intended to help the Secretary provide needed leadership in national-level
decisionmaking councils, but adopting this system will not in itself solve the problem from
the broader national perspective.

B. HISTORICAL PERSPECTIVE

The Department of Defense and the position of the Secretary of Defense were
created in 1947 in large measure to establish a comprehensive authority within the executive
branch that could be given the responsibility, staff, and procedures for integrating the
programs of the individual military branches into a coherent overall program that best meets
national security objectives. Over the years since then, several attempts have been made 10
improve the Secretary's ability to accomplish this task, and a large number of independent
studies have assessed the adequacy of the existing organizations and processes.

Several studies of lasting historical significance have bcen undertaken. Those that
have addressed how planning and decisionmaking contribute to defining i.itegrated defense
programs are reviewed in this section:

»  The President’s Blue Ribbon Defense Panel (Fitzhugh Commission, 1970);

*  The Commission on Government Procurement (1972);

»  The Defense Organization Study (1979);

»  The Carlucci Initiatives (1981);

+  Toward a More Effective Defense (1985); and

» The Blue Ribbon Commission on Defense Management (Packard
Commission, 1986).
These studies were reviewed by the study team to provide an historical perspective on the

issues addressed in this study, and to illustrate the kind of management system that has
been recommended by ousside reviewers over the years.

The management issues relevant to relating acquisition decisions to national strategy
have their roots in World War II. President Truman's 1945 message to Congress on
National Security was wide-ranging and explicit in describing the unsatisfactory nature of
the planning and command relationships, the lack of "unified direction of land, sea and air
forces."* As we shall see, these words have been echoed throughout the post-World War
II cra by civilian and military officials and independent reviewers of the defense

4 Cole, et al., op. cit., p. 7.
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managen.ent system. Thus, issues addressed in this study should be judged based on a
40-year history of attempts to create the needed defense management system,

The compromise that produced the DoD and unification in 1947 left the Army and
Navy intact as departments, and created a third one, the Department of the Air Force. A
formal allocation of tasks was included in the compromise, part included in the statute, part
in an Executive Order. There was no Chief of Staff of the Armed Forces, who would
make recommendations on strategy and budget. Some research activities were to be
coordinated by a Research and Development Board, composed of a Chairman and
representatives of each military department, rather than a separate office reporting to the
Secretary of Defense. ‘

The experience in the early days of the DoD is summed up by General David Jones,
a former Chairman of the Joint Chiefs of Staff, in his reflections in 1983 on the evolution
of the defense marnagement system:

President Truman's attempt to rectify the problem encountered a great deal

of resistance and generated a great debate within Congress. The resulting

National Security Act of 1947 created a National Defense Establishment and

a secretary of defense, but the latter’s authority was severely constrained
and little was done to solve the fundamental organizational problems.

Although the secretary's authority was significantly increased by changes in

1949 and 1953, the individual services--including the newly independent

Air Force--continued to dominate defense matters. This was borne out by

President Eisenhower, who in a 1958 Message to Congress stated, 'the

truth is that most of the service rivalries that have troubled us in recent years

have been made inevitable by the laws that govern our defense

organization,'’s

The passage of the "Department of Defense Reorganization Act of 1958" in August
1958 reflected President Eisenhower's frustration with what he saw as unnecessary and
inefficient, but inevitable, inter-Service rivalry and duplication and the Secretary's lack of
control over the development of new weapons.® The new Act established the authority of
the Secretary of Defense to create agencies to deal with common problems and to assign

and transfer functions among the Services and Agencies.” In particular he was authorized

5 David . Jones, "Introduction,” in Archic D. Barrelt, Reappraising Defense Organization, (Washington,
D.C.: National Defense University Press, 1983).

6 The text of messages and laws, with some discussion, is presented in Cole, et. al., op. cit., pp. 3-5.

7

These powers were not unlimited. Cenain of his actions were still subject to a veto by either the
House of Representatives or the Senate (Ibid., pp. 197-198).
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to assign development of new weapons to any department or agency and operational use to
any Service.

These reforms provided the legal and political muscie for Secretary Robert
McNamara to assert his leadership over the DoD. His management innovations of the early
1960s, sharply controversial, included the forceful application of the strengthened authority
of the Secretary of Defense and the establishment of the Planning, Programming, and
Budgeting System (PPBS). Both were unquestionably significant improvements whose
full potential is still to be realized. To establish the linkage between natio.al strategy and
decisionmaking, McNamara established a system of "Draft Presidential Memoranda"
(DPMs) that provided overviews of the various missions on a DoD-wide basis,
emphasizing missions rather than Services. In addition, program execution was centralized
through a number of DoD-wide Agencies that were to rid the DoD of Service parochialism-
-at least in a number of DoD activitics and programs.$

The McNamara reforms were less successful in centralizing decisionmaking than
cither their opponents or proponents claimed. Thus the Fitzhugh Commission (1970)
reported:

Despite the broad authority vested in the Secretary of Defense by the
Mational Security Act of 1947, as amended, experience demonstrates that in
practice,the tools available to the Secretary to exercise effective control of
the Department are seriously deficient.

The continuing inter-service competition seriously degrades the decision-
making process through obfuscation of issues and alternatives, and leads to
attempts to circumvent decisions, repeated efforts to reopen issues that have
already been decided, and slow unenthusiastic implementation of policies to
which a Service objects.

The results of such 'parochialism' are, for example, reflected in the
development of the AX aircraft by the Air Force and the Cheyenne aircraft
by the Army for the close air support role; the lack of enthusiasm for airlift
expenditures by the Air Force and the Fast Deployment Logistics program
by the Navy, both intended to support the Army; the organization of the
operational command structure to provide a balance among the Services for
senior officer billets; and the continued failure to resolve the issue of the
best balance between land and carrier-based tactical air.?

8 For a discussion of the use of analysis se¢ Enthoven and Smith, How Much Is Enough, (New York,

Harper and Row, 1971) and Clark A. Murdock, Defense Policy Formation: A Comparative Analysis
of the McNamara Era, (State University of New York Press, 1974), see especially pages 45-50.

9 Fiuhugh Commission, Report 1o the President and the Secretary of Defense on the Department of
Defense, (Washington, DC.: Department of Defense, 1 July 1970), p. 21. The report is reprinted in its
entirety in Defense Acquisition: Major U.S. Commission Reports (1949-1988), Vol. 1, prepared for
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In reviewing the status of the defense management system, the Fitzhugh
Commission concluded that "[T]he Secretary of Defense does not presently have the
opportunity to consider all viable options as background for making major policy
decisions, because important options are submerged or compromised at lower levels of the
Department. ...A need exists for an independent source of informed and critical review and
analysis of military forces and other problems—particularly those involving more than one
Service, or two or more competitive or complementary activitics, mi-sions, or weapons."10
The Commission concluded:

There is no organizational element within OSD that is charged with the

responsibility for broadly supporting the Secretary of Defense in long-range

planning which integrates net assessments, technological projections, fiscal
planning, etc. ...In order to provide an overall balance of forces, to prevent
wasteful duplications, and to develop effective but more economical
alternatives to those conditioned by traditional approaches of the Military

Services, OSD requires an internal long-range planning capability. ...To

the extent such a capability exists in the current OSD organization, it is too

fragmented and too limited by the pressure of more immediately urgent

assignments to be effective.l!
One of the Commissions recoramendations was therefore to create a long-range planning
group "for the purpose of providing staff support for the Secretary of Defense with
responsibility for long-range planning which integrates net assessments, technological
projections, fiscal planning, etc."!2 In any case, this was one of only two
recommendations that was explicitly rejected by the DoD.,

The Commission also supported the inclusion of fiscal guidance into the PPBS, as
well as separate JCS input via a Joint Forces Memorandum Despite the Commission’s
concerns with Service parochialism, and its support for measures already undertaken to
strengthen the JCS as a separate entity, there were no additional recommendations to
change the role of joint organizations in tlic process, or to improve the Secretary of
Defense's ability to control the Services' weapon planning activities.

use of the Defense Policy Panel and Acquisition Policy Panel of the Committee on Armed Services,

House of Representatives, 100th Congress 2nd Session (Washington, DC.: U.S. Government Printing
Office; November 1988), pp. 139-384.

10 Fitzhugh Commission Report, op. cit., p. 29.
11 Ibid., p. 31.
12 1bid., p. 59. Documents of the Department of Defense, op. cit., pp. 258-259.
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In 1972, the Commission on Government Procurement went over some of the same
ground, with more emphasis on acquisition and procurement.!3 The Commission's Report
emphasized at length the lack of systematic attention to establishing mission needs for new
systems in approved, clearly defined mission arcas. It said that the right questions were
asked too late, when systems had been fully developed, and alternative options ruled out.
It also emphasized the early use of competing system concepts, and competing contractors,
as a way to generate information about the best attainable candidates for improving the
forces. It spoke at length about the problem of cost growth and the need for reliable,
forward-looking cost estimates early in development,

in the second half of the 1970s, President Carter initiated a number of
organizational studies of the Executive Departments. The Defense Qrganization Study--
commonly referred to by the names of the three directors of its component studies, the
Ignatius Report, the Steadman Report, and the Rice Report--addressed departmental
headquarters, the national military coramand structure, and defense resource management
respectively.14 Again, the needed rcbalancing of Joint versus Service influence in
decisionmaking was addressed. The three studies once again expressed concern that the
defense organization, as then constituted, was unable to offer timely joint military advice,
whether on long-range planning, resource allocation, or even military operations. The
Services were seen to overshadow the Joint Staff and the Commanders-in-Chief (CINCs)
and their organizations.

At the outset of the Reagan administration, early in 1981, Deputy Secretary Frank
Carlucci reviewed the DoD PPBS and developed a detailed proposal to alter it.!5 His
proposals emphasized "...a system of centralized control of executive policy directon and
more decentralized policy execution."16 He described a system in which he and the
Secretary would

...concentrate on major policy decisions, definition of planning goals and
the allocation of resources necessary to strengthen the horizontal integration
of our four Services into a balanced Armed Forces Team to meet our
national military strategy. To support these policies and plans, we will hold

13 Report of the Commission on Government Procurement, (Washington, D.C., December 1972.)
14 For a description of these studies, see Barrett, Reappraising Defense Organization, op. cit. p. 2.

15 Frank C. Carlucci, Management of the DOD Planning, Programming and Budgeting System,
Memorandum For Secretaiies of the Military Depariments and others, March 27, 1981.

16 1bid, p. 1.
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cach of the Service Secretaries responsible for the development and
execution of the necessary programs and the day-to-day management of the
resources under their control. Through this controlled decentralization
[emphasis added], subordinate line executives will be held accountable for
the execution of our approved programs and policy decisions.1?

In the area of planning, he said:

...we must both improve strategic planning in the early planning phase of
the PPBS cycle and strengthen long-range planning throughout the other
phases of the PPBS. This calls for a more disciplined planning process that
will provide the framework, goals and objectives, the appropriate military
strategies, and the risks associated with the optimum allocation of available
TESOUrces.... ... We need...to assure realistic, serious, and pragmatic
straiegic planning,!8

Thus it is clear that Deputy Secretary Carlucci saw the same problems with the
planning system that had been observed by earlier officials and commissions, i.z., the
Secretary nceded a mechanism to define and translate military strategy into acquisition
programs. On the other hand, there appears to have been less concern about control of the
Services and the ability of the Presidest and the Secretary of Defense to control the Service
programs. To the contrary, the concem was that the system was over centralized, not only

in the management of weapons acquisition programs, but in the determination of those
programs.

In the early 1980s concerns continued to grow regarding defense management and
the degree to which Service programs were integrated by the Administration’s policies of
controlled decentralization. In 1985, an independent panel of defense experts conducted an
in-depth and extensive review of defense management issues. With respect to the
contribution made by strategy formulation and planning in defining integrated defense
programs, the panel concluded that OSD's strategic and policy thinking did influence
decisions. However, rather than making an integrated contribution to the plarning phase,
they found that "OSD relies on detailed involvement in individual program and budget
decisions to produce, inferentially, an overall military plan."19

The panel also found that "joint military planning is not constrained by realistic
projections of future defense budgets. Consequently, ...JCS planning documents are

17 Ibid., p. 1.
18 Ibid., p. 2.

19 Barry M. Blechman and William J. Lynn, Toward a More Effective Defense: Report of the Defense
Organization Project, (Cambridge, Massachusetts: Ballinger Publishing Company, 1985), p. 26.
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ignored in the the programming and budgeting process."?® To remedy this, the panel
recommended two measures [that] would make the planning phase more meaningful:
1. The responsibilities of the Under Secretary of Defense for Policy

should be expanded to ensure that program and resource decisions reflect
mission-oriented planning.

2. The chairman of the JCS, with the assistance of the Joint Staff, should

be charged with preparing force planning recommendations constrained by

realistic estimates of available resources.?!
In the area of planning for acquisition, the panel recommended that the Department develop
an overall, long-range capital investment roadmap. The panel concluded that OSD has not
provided the needed "overall framework and set of guidelines within which Service
acquisition decisions can be supervised and coordinated. The military Services thus
develop weapons independently, each according to its own sense of natonal priorities."22
The two main purposes this roadmap would serve were described as follows:

First, it would integrate long-range Service acquisition plans, providing a

road map in each major mission area that linked national strategic objectives

with major acquisition programs. Second, it would serve to highlight the

aggregate demand on the overall resources that the Department of Defense is

likely to have available over the next fifteen years, forcing early assessments

of the tradeoffs that competing commitments to major weapon systems

make necessary. In this manner, the plan would help focus greater attention

on the costs of burdening the budget with too many major program starts. 2

The problems that such over-commitments create in managing individual v eapon
programs had been emphasized in two earlier studies. In 1978, a Defense Science Board
task force concluded that taking on too many programs "causes an increase in the length of
the acquisition cycle...[and]...also results in increased acquisition costs due to the costs of
inflation and the costs of constant reprogramming."?# A subsequent study by the Air Force
Systems Command reached a similar conclusion after studying the experience with the
programs it managed:

The study established that program instability (large unplanned changes in
program funding and/or schedule) is the major causative factor of cost and

20 1id.. p. 26.
21 1bid., p. 27.
22 1bid,, p. 32.
23 Ibid,, p. 33.

24 *Report of the Acquisition Cycle Task Force: Defense Science Board 1977 Summer Study.”
(Washington D.C.: Office of the Under Secretary of Defense for Research and Engineering, 15 March,
1978.) p 83.
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schedule growth. Further the study demonstrated that program instability
results directly from the compou