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THE CANONICAL ACQUISITION PROGRAM: A CAUTIONARY TALE

A group of individuals who served their country with distinction in combat is assigned to define requirements for the
next generation of a much-needed item of military equipment. Wanting to assure success for U.S. and allied forces in
any future conflict and knowing that the item must perform for many years, the group establishes demanding require-
ments. The engineers, excited by the technical challenges implicit in the requirements, and hoping to substitute techno-
logical capital now for troop fatalities later, design a responsive piece of equipment.

Intense but healthy competition ensues among contractors seeking to develop and produce the new item, each needing to
win the contract due to the immense pressures of the financial markets in which defense firms, operating in a monopsony,
must vie against purely commercial firms for shareholders and access to debt. Each bidder is optimistic that its attrac-

tive cost and schedule estimates will win the work. A winning contractor is finally selected by the government, but must
endure a one-year delay before beginning work while protests submitted by losing bidders—each of which finds in the
labyrinthine Request for Proposal what they believe to be legitimate reasons they should have won instead—are resolved.

Work on the project finally begins, but within a year the Program Manager discovers that the technology needed to meet
the established requirements is not yet fully available. Congress had previously declined to appropriate contingency
funds for the contract or to pay for schedule slack, so it takes nearly two years to obtain additional resources to bring the
technology to maturity. The Program Manager reluctantly proposes a schedule slip—even though this will substantially
raise overall costs because of the need to keep the physical plant open and the personnel associated with the project on
payroll for a longer time. The senior Defense Department executives overseeing the acquisition process, many of whose
positions will be occupied for only a few years by individuals with limited on-the-ground R&D management experience,
approve the schedule change. (Well-intentioned conflict-of-interest rules and other obstacles had discouraged individu-
als with requisite experience from accepting the government positions they had been offered.)

As the development effort stutters and stalls, unforeseen new military threats force modifications in the original require-
ments for the piece of equipment. It soon becomes apparent that the projected unit cost of the item is significantly
underestimated, an outcome exacerbated by unrealistic inflation-rate estimates dictated by the Office of Management
and Budget. Senior acquisition managers therefore decide to halve the total number of items to be produced; to reduce
the test program; to eliminate the reliability growth program; and to defer the purchase of spare parts and training equip-
ment. Having been in place so long as to jeopardize his military career, the Project Manager moves on and a replace-
ment assumes the position.

Seeking to prevent such problems from recurring, a chastened acquisition bureaucracy establishes new regulations, poli-
cies and oversight to better monitor and control future activities, large and small. Seeing this, some politicians who had
questioned the need for the project at its outset, and had doubted its eventual success, seize on a new opportunity to
reduce further the production buy. Understandably frustrated with the program’s progress, Congress also imposes several
additional stipulations, reviews and controls, some of a detailed technical nature.

As a consequence of these developments, unit costs skyrocket further due to the now over-capacity production line that
had been constructed, the low rate of production, the need to amortize fixed costs over a significantly smaller procure-
ment buy, the need to renegotiate thousands of subcontracts due to schedule changes, the demand for additional reports
and reviews, and the inability of the factory to take full advantage of the learning-curve benefits of larger, more rapid
and more stable procurement processes. Unit costs also increase because the law stipulates that most component parts
be purchased in one-year increments rather than in larger, more cost-effective lots.

While the program has slowed, been diminished and grown more expensive, additional demands on the overall govern-
ment budget emerge, some due to unforeseeable events and some due to cost overruns in other government programs,
both military and civil. There is now significantly less money available for the production program than had originally been
hoped (no overall assessment or projection of affordability had been conducted during the initial requirements process), so
production is further curtailed as to both rate and quantity. The media begin quoting the unit cost as a fraction of GDP.

The troubled program is finally terminated due to widespread sticker shock, even though the equipment being devel-
oped is—belatedly—performing up to and even beyond requirements. Everyone involved with the program is shocked
that this could have happened, even though it has happened to program after program for more than fifty years.

The contractor is lucky to break even, and program termination drives experienced personnel away from the defense
industry. Meanwhile, the military officers who served as requirements generators return to their field assignments where
they prepare their troops to go into combat with 40-year-old equipment.
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LETTER FROM THE CHAIRMAN AND VICE CHAIRMEN

This BENS Task Force on Defense Acquisition Law & Oversight is by no means the first of its kind. Indeed, a
recent effort counted that some 262 relevant studies, reports, and publications had been developed and pre-
sented on this issue since the landmark Goldwater-Nichols legislation of 1986. Like this one, all of them urged
significant reform to the nation’s defense acquisition system. Looking even further back, we note the Hoover
study of 1949, the Fitzhugh Commission of 1970, the DelLauer panel of 1978, and the Packard report of 1986
(which led to the Goldwater-Nichols reforms), all of which made similar pleas.

Why add, yet again, to this illustrious list? We believe there are two reasons. The first is that we have not often
been successful at instituting effective change, or at making effective change stick. If we want to improve the
process of acquiring goods and services for our military forces, we must both refine and sustain our efforts.
One more report may not accomplish that, but a failure to try, in our view, falls short of our responsibility as
citizens.

The second reason is that well-intentioned solutions have sometimes sown the seeds of unforeseen future
problems. The acquisition process today does not reflect any rational overall design. It is, rather, a collection of
band-aids laid over other band-aids, each an incremental measure intended to fix a narrowly defined problem.
Anyone familiar with the unintended consequences of the accumulated complexity of law, regulation, policy
and custom over the past quarter century sees the pressing need to simplify a process that has become much
less than the sum of its parts.

One key deficiency of the incremental approach to acquisition reform is that effort has too often been directed
solely at fixing the process inside the Pentagon. Clearly, the defense acquisition system is an enterprise that
critically involves the private sector nationally and globally as well as several branches and agencies of the
U.S. Federal government. In essence, the task is to manage a monopsony involving firms required to obey the
same profit and loss criteria as any purely commercial firm. To tinker with a subset of the governmental ele-
ment within the ensemble of interconnected parts without taking into consideration the effects on the whole
system is akin to trying to tune a violin by adjusting only one string.

It has become cliché, but we ought not let this nation’s current fiscal crisis go to waste. There will be down-
ward pressure on resources for national security, especially as global challenges increase, as national debt
service grows and Medicare and Medicaid entitlements consume ever more of the Federal budget. We should
use that pressure to generate a sense of urgency in making the acquisition process as effective as our men and
women in uniform deserve, and as efficient as the American taxpayer has a right to expect.

Clearly, too, we need to focus on fixing what is broken, not what works. The current acquisition regime does

a better job of delivering acceptable supplies and services to the warfighter than it does complying with the
clutter of competing legislative mandates it must continuously navigate. It eventually delivers the most sophis-
ticated weapons and comprehensive support services any military force has ever possessed, but it does so far
too slowly and at vastly greater cost than necessary. In earlier times we could arguably afford such flaws in effi-
ciency, but we can afford them no longer. We simply do not have the discretion to accept the legal, regulatory,
cultural and organizational obstacles that plague the acquisition system. As we urge in this report, we must
examine the status quo systematically, in all its aspects, in order to make necessary and long overdue changes.
If we do not, we will abet an increasingly sclerotic defense acquisition process that may one day no longer be
able to supply American war fighters with the means to assure this nation’s freedom and security. If we do not
act now, with many advantages still in hand, we will have to act later in far less propitious circumstances.

U fo, b

4 Warren B. Rudman
Chairman i i Vice Chairman
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EXECUTIVE SUMMARY

THE DEFENSE ACQUISITION ENTERPRISE CHALLENGE

When a sitting Secretary of Defense says that our country is fighting two wars with a
“Pentagon . . . wedded to lumbering peacetime process[es] and procedures, stuck in
bureaucratic low-gear,” it should portend an organization focused on efforts to budget
better, spend smarter and cut waste." Occasionally it does, yet the growth of the defense
budget and the supplemental funding provided to fund the Iraq and Afghanistan wars since
2001 has masked the urgency associated with defense management reform in general, and
improving the acquisition process in particular.?

This is not to suggest that fixing the acquisition process can solve the nation’s budgetary
problems, let alone its military challenges. Defense, including the cost of overseas contin-
gency operations, commands only 19.7 percent of the president’s proposed 2010 budget,
one-third of which ($198.8 billion) is for defense acquisition. Nonetheless, the nation can
ill afford the perpetuation of a defense acquisition process so widely considered to be
dysfunctional.

Individuals participating in the defense acquisition process bear a heavy fiduciary respon-
sibility. Not only are they entrusted with billions of taxpayer dollars, but the quality of
their work directly affects the very lives of our soldiers, sailors, airmen and Marines, and,
in turn, the security of our country and its citizenry. While the overwhelming majority of
individuals in the three institutions primarily responsible for the conduct of the acquisition
process—the Department of Defense, participating industrial firms, and the Congress, col-
lectively designated as the defense acquisition enterprise—have evidenced extraordinary
dedication and ability, dissatisfaction with the acquisition process is nonetheless nearly
universal. The extent of this dissatisfaction is reflected in the recent 93-0 vote in the Sen-
ate, and 411-0 in the House, in support of a bill to reform defense acquisition.> All three
of the participating institutions share in the responsibility for the above assessment.

The acquisition process is actually not a unified process: It better resembles a collection of
band-aids layered over each other, each designed in its time to solve some specific prob-
lem, none undertaken in consideration of its eventual impact on the acquisition function
as a whole. Defense acquisition revolves around 15-year programs, 5-year plans, 3-year
management, 2-year Congresses, 18-month technologies, 1-year budgets, and thousands
of pages of regulations.

An effective defense acquisition enterprise must to a considerable degree be trust-based
and founded upon ethical comportment by all parties. Today, a lack of trust interferes with
the relationships between Congress, the Department of Defense, and the defense indus-
try. While the causes are varied, predominant among them is the adversarial nature of

the government-industry relationship that has evolved over the past several decades. The
result is a damaging increase in legal wrangling, protests concerning contract awards, and
lack of candor between the government and the private sector.

Despite these serious shortcomings, most of the equipment produced by the U.S. defense
acquisition process remains the equipment of choice of most of the world’s military forces.
The acquisition process has produced many important contributions, including stealth,
the ability to see in the dark, and aircraft of such capability that U.S. ground forces have
not been attacked from the air since the 1950’s, to name but a few examples of system
successes. The defense acquisition process has also profoundly affected the commercial

“I reject the notion that
we have to waste billions
of taxpayer dollars to
keep this nation secure.”

—Barack Obama

Defense acquisition
revolves around 15-
year programs, 5-year
plans, 3-year manage-
ment, 2-year Congresses,
18-month technologies,
1-year budgets, and
thousands of pages of

regulations.
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The acquisition process,

unlike most government
pursuits, is a business
function. It demands
skills and talents that are
far more common to the
business world than to
government and military

operations.

sphere, having provided, for example, the basis of the commercial jet aviation industry, the
internet, nuclear power, and the global positioning system, all of which are now in wide-
spread civilian use.

Given the myriad problems faced by the nation—including healthcare, the supply of
energy, preserving a survivable natural environment, rebuilding the economy, restoring the
nation’s physical infrastructure, repairing the public school system, and more—it is impera-
tive that national security no longer be burdened with an inefficient defense acquisition
process.

A BUSINESS IMPERATIVE FOR CHANGE

Business Executives for National Security (BENS)—a non-partisan organization of indi-
viduals with business backgrounds in the commercial sector and a few from the defense
sector—was created to provide advice and support to the government on issues in which
its members possess particular experience and expertise. BENS thus established in 2008 a
Task Force to examine the defense acquisition process from a business perspective and to
make recommendations for consideration by Congress and the Department of Defense to
improve that process.

Our system of government—established on a foundation of checks and balances crucial to
preserving our democratic political traditions—stumbles when the same principles are ap-
plied to business functions. The inefficiencies overwhelm the benefits. Today, government
too often appears to place more emphasis on not letting anything go wrong than on assur-
ing that most things go right. In doing so, it has produced an acquisition process that is
agonizingly ponderous to manage and correspondingly slow to produce desired outcomes.
This focus on process contrasts sharply with the demands of the business world, particu-
larly in the high-tech arena where, for example, the Intel Corporation reports that over 90
percent of the revenues it records on the last day of any fiscal year derive from products
that did not even exist on the first day of that same year.

While defense acquisition has far more in common with business than with traditional gov-
ernmental functions, it is not an easily recognized form of business. It consists of a monop-
sony (i.e., a buyer’s monopoly) run by the world’s most powerful customer that makes the
rules and enforces them. Yet, embedded within this monopsony are occasional monopolies
in the private sector affecting specific products. The firms operating in this environment

are expected to compete not only against each other but against the myriad of commercial
firms around the globe that seek equity and debt from the same financial sources.

How might a business perspective improve the practice of defense acquisition?

First, it would ensure that the interests and incentives of all enterprise stakeholders are
communicated, understood and agreed upon.

Second, reform would begin to create an environment where, rather than striving to be-
come error-free on the process side, the acquisition system is aimed at achieving successful
outcomes—that is, providing users what they need, when they need it, and at a cost they
can afford.

Third, it would open lines of communication between DoD and its suppliers—the defense
industrial base in particular as well as the larger commercial sector. The private sector
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operates as a community of buyers and sellers. In defense acquisition such relationships
are at “arm’s length” and legally restrained.

The Task Force stresses these attainable values throughout this report. However, the first
challenge is to recommit the enterprise to certain principles that provide the foundation on
which a sound defense acquisition system and its sustaining enterprise can be built.

CONGRESS NEEDS TO LEAD NECESSARY REFORMS AND OVERSEE THEIR
IMPLEMENTATION

A key to fundamental, systemic change lies with the Congress, which, through the body
of Federal law and its oversight function, shapes the regulatory framework and influences
the culture of defense acquisition. Any attempt to fix the system must first consider the
antecedent of today’s dysfunctional acquisition system, the body of acquisition law. Fun-
damental reform of that body of law is clearly something neither the Pentagon, nor even
the Executive Branch, can undertake alone. The Task Force believes the impetus for reform
must originate with Congress. Through legislation, report language and the power of the
purse, Congress sets the tone and shapes the regulatory framework and behavior that fol-
low.

I.  LEGISLATION SHOULD UPHOLD PRINCIPLES FOR SUCCESSFUL

ACQUISITION OUTCOMES
Successful acquisition outcomes are the result of shared expectations and agreed-upon
goals—as enabled by appropriate laws. Based on our deliberations, review of previous
studies and a comparison of successful business practices, we suggest a set of principles to
underpin the collective acquisition enterprise, which establish the basis for specific changes
in the process. In considering future legislation or changes to current law and in the perfor-
mance of oversight responsibilities, these principles need to be kept in sight:

e Agreement and alignment of interests and incentives of all stakeholders. Achiev-
ing this principle requires establishing a transparent system for setting common
goals, communicating all necessary information and agreeing, in advance, on
metrics for gauging success. Stakeholders are more likely to achieve alignment of
interests if they ask the acquisition process to satisfy fewer needs.

e Strategy and Resources: ends matched to means. Today’s acquisition process is
largely divorced from the security strategy that it should be designed to execute.
Further, the strategy process itself is prone to overemphasizing ends while leaving
ways and means to an entirely separate process called the Planning, Programming,
Budgeting and Execution System.

e Ability to attract and retain able and experienced people. Successful organiza-
tions tailor their personnel recruitment strategies to the demands of the institu-
tion’s mission, put compensation packages in place that mark to marketplace
conditions and align compensation policies with performance. In recruiting top
professionals to join the acquisition workforce, the disclosure, divestment and
potential conflict-of-interest provisions of the federal hiring process remain nearly
insurmountable obstacles.

e Commitment to ethical comportment in all activities. The ethical sense that must
pervade the entire defense acquisition enterprise is based on a foundation of
trust. Today, however, the opposite—a lack of trust—reaches into the relationships
between Congress, the Department of Defense and the defense industry. Trust is

Through legislation,
report language and
the power of the purse,
Congress sets the tone

and shapes the regulatory

framework and behavior
that follow.
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“Higher costs, whether
based on low estimates
or poor enterprise man-
agement, is unaccept-
able and harmful to the

defense enterprise.”

—John Young, former USD
(AT&L)

bolstered by frequent free exchange of information, and the forthright resolution of
differences.

Il. LEGISLATION AND OVERSIGHT ARE NEEDED TO ENSURE IMPLEMENTATION OF
AN AGILE AND EFFICIENT ACQUISITION PROCESS
Perhaps the most pertinent summary of the failings of the defense acquisition process is
to be found in the Blue Ribbon study of 1970 conducted under the leadership of Gilbert
Fitzhugh. It states that the problem is that, “Everyone is responsible for everything and no
one is responsible for anything.”*  While the size of the government’s acquisition work-
force has declined in recent years, in a few cases perilously so, it still exceeds 125,000
individuals—about the size of eight army divisions. While reinforcements are needed in
some areas to make the government a wiser buyer, particularly in engineering and con-
tract and program management, when adding those reinforcements it is important to distin-
guish between the impact of 20,000 workers each with one year of experience and the
impact of 1,000 workers each with 20 years experience. If the objective is to make sound
decisions, as opposed simply to processing additional administrative transactions, recruit-
ing more experienced personnel is a far wiser approach. Unfortunately, the government’s
hiring and employment practices make this a very difficult option to implement.

It is instructive to contrast the scope and size of defense oversight practices with the paral-
lel cadres of major commercial firms—for example, Amazon.com, Procter & Gamble,
Boeing Commercial Aircraft, Microsoft or FedEx. One finds that in commercial practice
comparable contingents are miniscule, particularly with regard to oversight. This is not to
say that things do not go wrong in the commercial sector from time to time—as has been
sadly displayed in recent years—but the overall record of U.S. business over the years has
been remarkable. This is largely because in the business world a premium is placed on
experience, particularly hands-on experience. In the factory, this is admiringly referred to
as “touch labor.”

When addressing the future of the defense acquisition process it is fundamentally important
to recognize that the United States no longer possesses the dominant position it once held
with respect to technological leadership. The leading edge of the state of the art in many
fields no longer resides within defense-oriented firms but rather within the commercial
sphere—and increasingly within the commercial sphere abroad. U.S. firms, having already
moved much of their manufacturing capability overseas, are now, under the pressures of
the marketplace, moving their research and engineering capabilities overseas, as well.
Traditional defense companies in the United States are seeking to diversify into civilian
pursuits, and many commercial firms simply decline to conduct business under the govern-
ment’s non-functional acquisition practices. While the defense industrial base is arguably
as important to the nation’s security as is our Army, Navy, Air Force, Marine Corps or Coast
Guard, viability of that base is rarely even addressed in government circles. Certainly, the
subject of its health has no voice even vaguely comparable to that of the military services.

In addition, the engineering talent base in the United States is withering at the same time
as that base is growing in other countries. Today, nearly two-thirds of the Ph.D.s in engi-
neering granted by U.S. universities are awarded to non-U.S. citizens. The number of U.S.
citizens receiving bachelor’s degrees in engineering has declined by approximately 20
percent over the past two decades—a period of burgeoning technological impact. Such
trends, if prolonged, will have a profound impact on the defense acquisition process, as
well as on the nation as a whole.
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While the shortcomings of defense acquisition are manifold, the issue that has drawn by
far the greatest criticism to date is the high cost, and cost growth, of the products it pro-
duces. Simply stated, we are on an unsustainable cost trajectory. In addressing this serious . .
shortcoming it is necessary to understand its underlying causes—which are predominantly While the shortcomings
attributable to five factors: 1) seeking capabilities that stress, or even exceed, the techno-

. : D of defense acquisition
logical state of the art and then expanding these capabilities as development proceeds;

2) possessing an inadequate understanding of exactly what work is to be performed; 3) are manifold, the issue
producipg and accept.ing unreasonable cost estimates at the outset of devel'opn.went and that has drawn by far the
production; 4) executing the day-to-day aspects of design, test and production in a flawed .

fashion; and 5) failing to provide funds needed to account for contingencies. greatest criticism to date

. . is the high cost, and cost
Over the years many “easy”—but abjectly wrong—solutions have been proposed to deal

with these challenges, often numerous times. Paramount among these: growth, of the products it

e Demanding fixed-price contracts from industry for the performance of R&D. (The produces. Simply stated,
impact of this policy has been, in most cases, to encourage excessive cost quotes we are on an unsustain-
from responsible firms, and winning cost quotes from irresponsible firms.)

able cost trajectory.

e Automatically canceling programs whose cost increases more than some pre-
scribed percent. (Such actions, absent human judgment, are somewhat akin to
dictating to a heart surgeon how much one is willing to pay for surgery with the
understanding that the effort is to be terminated if that amount is exceeded.)

e Assuming that everyone is dishonest, and taking protective measures accordingly.
(While some individuals—and firms—are, unfortunately, dishonest, the cost of
operating under such a broad assumption is staggering.)

e Bringing more of the R&D execution effort inside the government—(The limiting case
of this philosophy is to adopt the arsenal system—as was employed in the Soviet
Union—and abandon the notion of free enterprise in defense procurement.)

e Never permitting requirements to be modified as development programs progress
in order to avoid the appearance of failure, or even collusion. (Such a practice
simply seeks to deny the existence of new knowledge.)

e Putting an end to the alleged industry practice of running up costs in order to
increase profits. (Cost-plus-percent-of-cost contracts have been illegal for over a
half-century.)

The question arises, that if it is so widely recognized that the acquisition process is not
performing adequately, why has it not already been fixed? This conundrum is exacerbated
by the fact that steps needed to “fix” the process, including most of those included herein,
have been widely recognized by many of its participants for many years. The insightful
2009 Defense Science Board report on acquisition provided the answer: “It is in the self-
interest of too many people not to fix the acquisition system: they are financially rewarded
and their career is sustained by keeping things as they are.”> Thus we do the same thing
over and over and yet expect a different result—Einstein’s definition of insanity.

Breaking the cycle demands above all else resolute leadership. It will largely be up to the
Department of Defense, and in particular the Secretary of Defense (because of the factions
within the Department itself), to repair the acquisition process. But he will not succeed un-
less Congress provides him full support against the pushback that will inevitably occur even
to reasonable changes that are proposed. The Congress can also help by modifying some of
its own traditional practices: not providing stable funding; making it extremely difficult to



GETTING TO BEST: REFORMING THE DEFENSE ACQUISITION ENTERPRISE

The Task Force concludes

that the process, not
the product for the war
fighter, has become the
principal focus of the

acquisition system.

award multi-year procurements; providing highly detailed guidance with regard to individu-
al programs; demanding numerous reports and hearings; and legislating arcane albeit often
well-intentioned personnel practices (for example, in the area of conflicts of interest).

In the rather unique case of acquisition, it is appropriate for the Congress to assume a role
more akin to that of a corporate board of directors; i.e., approving objectives and strate-
gies and major projects in support thereof, approving the appointment of senior executives,
appropriating needed resources and monitoring progress, intervening only when the failure
of other corrective measures leaves no alternative. Congress should not try to micromanage
that which it does not adequately comprehend.

The findings and recommendations offered in this report are based on a collection of funda-
mental perspectives embraced by the Task Force. These include:

e Talented, dedicated, experienced leaders are the underpinnings of success; process-
es and organization charts are altogether secondary

e Goals must be clear and, to the greatest extent possible, measurable

* Clarity of individual responsibilities is essential—including assuring individual
consequences

e Authority must match responsibility
e Means must match ends

e Authority, responsibility and accountability must be delegated wherever practica-
ble—and results monitored

e Organizational and individual overlaps and interfaces must be minimized

* Acquiring the skills sets and expertise required for the acquisition of services and
information technology must become an institutional goal

FINDINGS

The Task Force concludes that the process, not the product for the war fighter, has become
the principal focus of the acquisition system. Specific problems tormenting the system
end-to-end include requirements creep, funding instability, poor initial cost estimating,
immature technology and the lack of flexibility to solve problems. These are compounded
by the fact that many individuals with little or no accountability can profoundly impact
funding, schedule, personnel assignments and administrative demands. Too often the
problems that result are not uncovered until operational testing is underway—an activity
that frequently overlaps the production tooling effort and thereby greatly increases the cost
of correcting deficiencies.

We find that there are three overarching categories of shortcomings to which acquisition
failures are largely attributable. These are:

e Requirements: Linkages between the requirements determination, budgeting and
acquisition processes. Today’s requirements process is a highly formalized pursuit
driven by the perceived needs of war fighters and accommodated by engineers in
which the suppliers of financial resources are not consulted. It needs to become
an iterative process involving war fighters who understand the nature of combat,
engineers who understand the limits of technology, and financial experts who can
accurately estimate costs and assess consequences for future budget scenarios.
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e Personnel: Constraints to defense acquisition workforce excellence. Today, the
government too often finds itself with minimally experienced and transient indi-
viduals leading major acquisition programs, able to attract new people only after
long delays, unable to couple rewards to performance, and with many senior posi-  are combined with sound
tions simply unoccupied. Talented and dedicated people can often overcome a
poor organizational structure, but a good organizational structure cannot overcome
inadequate performance. When qualified people are combined with sound organi-  tices, success is virtually
zations and practices, success is virtually assured. The acquisition process, unlike
most government pursuits, is a business function. It demands skills and talents
that are far more common to the business world than to government and military
operations.

When qualified people

organizations and prac-

assured.

e Execution: Adherence to program execution processes aimed at satisfying the
needs of the war fighter. Today, programs are begun without resources to ad-
dress contingencies, with often unproven technology, poor estimates of production
volumes, and no funding flexibility—and are revised frequently. Programs should
not be initiated until: 1) the requirement is clear; 2) funding, including adequate
reserves, is available; 3) the technology is proven; and 4) the system concept is
well-defined. It should be difficult to start new programs and it should be difficult
to change or stop them, once started, absent truly compelling reasons. Failure
to respect the latter has historically led to large sums of money wasted on half-
completed programs found to have problems so as to chase new opportunities
presumed not to have problems.

These findings are discussed below. An overarching recommendation will then be present-
ed for each, followed by a number of implementing actions.

REQUIREMENTS DETERMINATION

The initial step in the acquisition process is the establishment of the requirement for
the goods or services to be provided—and a bad beginning nearly always portends a
bad ending. A major problem with requirements definition is implicit in its very name:
“requirements”—which seems to imply a certain sacrosanct quality or rigidity. A better
term would be “capabilities,” a term that more readily allows for tradeoffs as additional

information is gained concerning cost, schedule and technical feasibility. The initial step in the

The principal shortcomings of the existing requirements process are that: 1) it does not acquisition process is
cogple needs for specific futurg systems to an overall r?atlongl defense strategy; and 2) re- the establishment of
quirements are largely determined by the military services without realistic input as to what

is technically feasible from an engineering perspective, and without adequate input as to the requirement for the

what is affordable from a planning, programming and budgeting perspective. As a result,

e O . oods or services to be
performance overshadows cost, and affordability is rarely considered at all. &

provided—and a bad
[t is important that the Combatant Commanders (COCOMs), who are indeed the ulti-
mate capability users of the products of the acquisition process, have an important role in
requirements definition. However, the COCOMs are extremely focused on current opera-  portends a bad ending.
tions, particularly in wartime, and in general do not possess systems engineering enter-
prises, future technology assessment capabilities, or cost analysis expertise. There needs to
be a balance struck between determination of short-term capabilities where the COCOMs'
views should be preeminent, and the long-term force-shaping developments, which can be
done most responsibly under the guidance of those with enduring institutional responsibili-
ties: the Service Chiefs.

beginning nearly always
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ACQUISITION WORKFORCE

Today’s acquisition workforce is in many areas highly competent, but understaffed in com-
parison to its workload. It is also organizationally misaligned to permit it to feel appreci-
ated as a professional component, and it faces an unprecedented loss of expertise due to
aging and the pull of private sector opportunities. Fixing workforce problems is a leader-
ship issue far more than a process issue. In this regard the Packard Commission stated that
acquisition leadership should have “a solid industrial background.” Unfortunately, indi-
viduals with such backgrounds cannot—or will not—accept positions in the government
acquisition process. Restoring acquisition workforce to excellence requires, above all, the
right people. There are many good people in the system, but that does not make them the
right people. In optimizing the management of relevant skill sets, the flexible, innovative,
cost-effective workforce needed for the 21st century can emerge. It cannot occur on the
quick or the cheap, and could take a decade to restore. The bottom line for the acquisition
enterprise is to recognize and reconstitute a professional acquisition workforce working
side-by-side with its contractor support—and, most importantly, its operational counterparts.

PROGRAM EXECUTION

Most of today’s program execution failures are already well-documented and well-exam-
ined. They tend to be the result of a system that substitutes oversight for insight; confuses
management with rules; is risk-averse and failure-intolerant; is unnecessarily adversarial;

is too often hidebound and encrusted in layers of legislative and policy guidance; and is

administered by bureaucracies better suited to a slower-moving, more resource-rich era.

As a result of imperfect law and misplaced oversight, the acquisition system is at odds
with best practices in the business world. The system has insufficient systems engineering
capability; cost estimating that injects unrealistic optimism into early program definition;
dependence on many individuals with limited relevant experience; and little management
flexibility to fix problems as they occur. And when dealing with development—that is,
providing something that has never existed before—problems will occur, even in the best
-managed programs.

RECOMMENDATIONS

When prescribing modifications to the existing system it is important to recognize that
one size does not fit all. Some acquisitions are more urgent than others, some are of more
modest cost than others, some contain less risk, and some are of a fundamentally differ-
ent character (product upgrades, commercial items or services, international programs,
and information technology). Each acquisition needs to be treated in a fashion befitting
its nature—making it important to have a “fast track” available for the prosecution of some
programs. Past developments have on occasion been “excused” from the regular acquisi-
tion process, but this was usually because they were considered too important to entrust to
“the system.” (The latter category has included classified space programs, gunships during
the Vietnam War, counter-IED measures in Iraq, and others.)

In general, Congress must insist on and DoD must adopt basic, proven business practices
relating to specific aspects of managing the acquisition process. These fundamental prac-
tices generally do not require changes in law:

e Conduct program reviews only at major milestones or when significant deviations
from the plan have occurred
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e Provide sufficient funds and schedule time in program plans to assure intensive
testing, appropriate training and the provision of logistics support

e Prohibit systems engineering contractors from participating in program execution,
other than in their role as the systems engineering contractor, in order to avoid
conflicts of interest

e Make changes only for the most compelling reasons when adopting commercial
products

e Invest substantially in basic and applied research, focusing on potential break-
through areas even though substantial risks may be present

e Establish development planning functions to coordinate the concept development
and refinement phases of all programs to ensure that the capabilities required by
the military as a whole are considered and that interoperability is addressed

e Produce end-items at an efficient rate unless a conscious decision is made that a
warm base must be maintained. In the latter instance, the cost of such should be
treated as the premium on an “insurance policy,” not as a cost overrun
Congress needs to estab-

However, the Task Force believes that specific changes are needed to fundamentally correct  [ish its expectations for
the system’s deficiencies. In some cases, legislation will be necessary and the Task Force L.

indicates where that may be required; in others, Congress needs to establish its expecta- the acquisition system
tions for the acquisition system and through oversight ensure that such change occurs. and through oversight

Our suggested changes can be categorized as those that: 1) are relatively easily made but ~ €nsure that such change
produce marginal improvements to current practices; 2) are more difficult to make but lead  gccyrs.

to a substantively improved acquisition process; and 3) would result in the best system

we know how to produce but would be very difficult to implement. It is the role of the

Congress and the Department of Defense to make judgments as to which recommen-

dations fall within the various categories and which, therefore, are worthy of priority

implementation.

The report’s recommendations are summarized below. The justification for the recommen-
dations can be found in Chapters 2-4 of the report.

IMPLEMENTING ACTIONS: REQUIREMENTS DETERMINATION

The requirements process must be fundamentally changed to emphasize early consid-
eration of affordability, schedule compatibility and technical feasibility, and responsibil-
ity for establishing requirements must be assigned according to time-urgency.

Modify the existing requirements establishment process to make it highly iterative
and interactive as opposed to declaratory, but with strong inputs from the systems
engineering, cost analysis and program planning and budgeting communities. (Im-
plementing Action R-1)

Reconstitute a strong systems engineering capability within each of the Military De-
partments; i.e., within the Service Chiefs’ chain of responsibility. (Implementing Ac-
tion R-2)

Require the major decision support systems in the Department to harmonize the
relationship between national security strategy, military strategy, requirements deter-
mination and fiscal constraints. (Implementing Action R-3)
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Modify legislation to codify current processes, such as Joint Urgent Operational
Needs JUONS), to maintain the influential role of COCOMs in setting and achieving
near-term requirements for the warfigther in both wartime and peacetime. Sustaining
needs should remain with the Service Chiefs (and Defense Agencies, as appropriate).
In each case the “other” party should provide input but not have primary responsibil-
ity for the initiation of requirements. In either case, it should be the responsibility of
the JROC to assure operational compatibility among the Services, working through
the joint requirements organizations with special attention and rapid action for the
near-term requirements. (Implementing Action R-4)

Establish an authority to conduct tradeoffs and, where appropriate, modify require-
ments as additional information is gained on cost, technical risk, schedule and ex-
ternal factors (e.g., threat changes) during the Pre-Milestone A (Material Solutions
Analysis Phase). (Implementing Action R-5)

Make explicit the consideration of time-value in fielding capabilities as a prelude to
defining requirements. (Implementing Action R-6)

Provide appropriate capacity, when establishing new program requirements, for fu-
ture upgrades (space, weight, power, etc.). In seeking new or additional capabilities,
preference should be given to upgrading existing systems as opposed to initiating all-
new systems. Upgrades should be introduced in discrete “blocks,” not in a piecemeal
fashion. An aggressive but sensible prototyping program should be incorporated to
build and test non-production prototypes of reasonable scale that offer significantly
enhanced capabilities. This would have the additional benefit of preserving difficult-
to-rebuild design teams in periods when all-new developments are not being actively
pursued. (Implementing Action R-7)

Strengthen the communication of government needs to the industrial sector and en-
courage the exchange of technical information between the private sector and the
government within the bounds of security and competitive propriety. It is the private
sector that provides the overwhelming share of the goods and services used by the
government and owns most of the nation’s research, development and production as-
sets. (Implementing Action R-8)

RECOMMENDATIONS: ACQUISITION WORKFORCE

The defense acquisition personnel management system should be modified to assure
that key positions in the process are filled by individuals who are knowledgeable and
experienced in acquisition, and who remain in place long enough to achieve at least
major intermediate milestones (e.g., completion of development, establishment of rate-
production, etc.).

Assign to the Service Chiefs responsibility for establishing, managing and maintain-
ing a highly competent acquisition workforce, including education, training, career
path development and succession planning—the latter is rarely done today in any
institutional fashion. Appropriate staffing standards should be created for all critical
positions. (Implementing Action P-1)

Streamline the hiring and rewarding of key acquisition personnel, including provid-
ing appropriate compensation and other forms of incentives. Authority to quickly
employ qualified individuals as well as to dismiss individuals who are not performing
in their assigned responsibilities should be vested in the Secretary of Defense. While
the intent of government ethics regulations is to be applauded, those aspects that
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unduly discourage individuals from accepting government employment (extensive
paperwork, financial burdens, redundant security clearance processes) should be
reevaluated as to their necessity. (Implementing Action P-2)

Amend the Goldwater—Nichols legislation to reinstate the Service Chiefs in the chain-
of-responsibility over the Program Executive Officers (PEOs) and Program Managers
(PMs). Program Managers are the heart of the defense acquisition process and should
be granted commensurate authority. They should be required to have correspond-
ing training and experience. Career paths should be established that permit program
managers and other key personnel to remain in their positions at least from one major
milestone to the succeeding major milestone. Service in the acquisition process must
not damage a military career. (Implementing Action P-3) “You must have a solid,

Establish standards for workforce skills and attention to detail for service contracts mature design before
and information technology (IT) programs that are equivalent to those required for tart tructi
major weapon systems. (Implementing Action P-4) you start construction.

You cannot be negotiat-

RECOMMENDATIONS: PROGRAM EXECUTION o ing standards and adding
The acquisition process should be modified to incorporate relevant practices widely . .
acknowledged in the commercial sector as essential to successful program execution. new technical require-

. . o ments while you are
Employ a set of system acquisition processes tailored to match capability develop-

ment and implementation durations to the threat-response cycle and urgency of op- building a ship. And if
erational needs (currently permitted in th.e DpD SOOOjseries o!ocume.nts).. Revisit t.he you have to make major
dollar-value of a program as the sole criterion associated with designating a Major

Defense Acquisition Program (MDAP). (Implementing Action E-1) changes, you need to
Sustain development planning capabilities throughout a system’s life to permit peri- stop and get them right,

odic insertion of new technology. Related systems engineering capabilities should

be consolidated in the Services and resident in the program offices throughout the because rework kills pro-

system life cycle. (Implementing Action E-2) ductivity”
Initiate Milestone B (Engineering and Manufacturing Development) only after: 1) the —Rear Admiral William
need is firm; 2) the system concept is clear; 3) the necessary funds are likely to be Landay, USN

available throughout the proposed effort; and 4) the technology is proven. Do not
enter serial production until operational testing is satisfactorily completed, including
reliability demonstration. (Implementing Action E-3)

Establish major program milestones and measures of success and approve advance-
ment past milestones only when such measures are satisfied. Systems tests normally
should not begin until key component tests have been satisfactorily completed; and
low-rate initial production normally should not be initiated until key systems tests
have been satisfactorily completed. Whenever feasible, properly monitored devel-
opment tests should be used to augment operational tests in order to reduce costly,
redundant testing. (Implementing Action E-4)

Reinforce reliability as a bona fide performance parameter as current regulation re-
quires. Reliability should be considered to be on a par with such performance pa-
rameters as range, payload, accuracy, etc. This will demand substantial component
environmental testing as well as extensive system tests. (Implementing Action E-5)

Delegate primary responsibility for the execution of a project to the Program Man-
ager, subject to periodic review by a highly limited number of senior officials within
the chain of command. (Implementing Action E-6)

11
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Amend Goldwater-Nichols legislation to reinstate the Service Chiefs in the chain of
responsibility for executive management of acquisition programs. (Implementing
Action E-7)

Grant authority to the appropriate configuration steering board to modify require-
ments, as appropriate, when new information becomes available during devel-
opment. The intent of this recommendation is to adapt requirements to evolving
realities, not to open the floodgates to an avalanche of additional requirements.
(Implementing Action E-8)

Provide resources to deal with contingencies. Funding reserves should be provided
in all program plans, sized according to the risks entailed. Backup technical ap-
proaches should be provided for risky components, and plans should be prepared
for the identification, amelioration and monitoring of program risks. (Implementing
Action E-9)

Maintain program stability: minimize changes to requirements, funding, schedule
and personnel. Fund programs incrementally from major milestone to major mile-
stone rather than on a year-by-year basis. (Implementing Action E-10)

Maintain competition among industry suppliers to the greatest extent possible—
recognizing that in a few cases (e.g., small buys of items requiring major tooling
expense) competition may be inappropriate. Under the latter circumstances it
may still be possible to compete for components or subsystems. When conducting
competitions, past performance and capability should be important considerations,
particularly as they relate to specific individuals assigned to the project at hand.
Independent (of both the contractor and the project office) government-performed
cost assessments should be generated to accompany all contractor proposals. (Im-
plementing Action E-11)

Use, as current law provides, appropriate contract types for all acquisition pursuits:
fixed price instruments for work whose scope is well-defined and cost-reimbursable
instruments (including incentive- and award-fee types) for work that cannot be pre-
cisely defined, such as research and development. Multi-year fixed-price contracts
should be used for production procurements to the greatest extent possible but only
after a proven data package is available. (Implementing Action E-12)

Continually assess adequacy of the future defense industrial base and take appropri-
ate actions to maintain its ability to support the nation’s military needs. (Implement-
ing Action E-13)

CONCLUSION

Congress, in its constitutional role to raise and support an army and navy, et seq., sets
the expectations and tone for the entire enterprise—and must be at the forefront of any
change. Once established either by law or sense of Congress, the acquisition enterprise
must follow the resulting regulations and policies rigorously, but with common purpose.

The Task Force believes implementing its recommendations will lead to fundamental
changes in the way the enterprise acquires defense goods and services. The Task Force
urges Congress to adhere to the principles we have defined and vigorously pursue its
oversight of the process to ensure that it embeds and promotes the equities of all mem-
bers of the enterprise and, above all, serves the needs of the war fighter. For reforms to be
implemented successfully, the Task Force believes that consistent leadership, accountabili-
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ty and effective oversight must prevail across the entire enterprise—Congress, the Defense
Department, and industry.

An appropriate rallying cry is the statement of David Packard, who conducted the seminal
study® of acquisition reform over 20 years ago: “We all know what needs to be done. The
question is why aren’t we doing it?”

13
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INTRODUCTION: BUSINESS IMPERATIVE FOR CHANGE

For more than a quarter century, Business Executives for National Security has served as
the primary channel through which senior private sector executives can help build a more
secure America. BENS is a national, non-partisan, non-profit organization that harnesses
successful business models from the private sector to help strengthen the nation’s security.

BENS formed its Task Force on Defense Acquisition Law & Oversight to review the defense
acquisition system and recommend to Congress and the Defense Department specific and
practical steps to systemically reform the governance and oversight of the process. To do
so, the Task Force brought together in synergy senior business leaders and former govern-
ment professionals from both civilian and military spheres. Business leaders understand
organizational dynamics and best business practices; those experienced in government
comprehend the legal and regulatory environment in which the acquisition system must
operate; and those who have served in military leadership positions grasp the war-fighting
impact of effective acquisition of systems and services. These groups, working collabora-
tively, were supported in turn by a small army of subject-matter experts and advisors who
gave generously of their time and expertise.

Unlike most prior efforts at addressing the acquisition system, the Task Force’s focus in-
cludes the Congress. That is because more than any other single participant in the acquisi-
tion system, Congress shapes the regulatory framework and culture of defense acquisition
through the mandates of Federal law and its oversight functions. We were encouraged in
this focus by the leadership of both the Senate and House Armed Services Committees.
House Armed Services Committee (HASC) Chairman lke Skelton urged BENS to “con-
tribute to the next important chapter in applying best business practices to correcting the
problems that beset our Defense Acquisition System.””

And Senator Carl Levin, Chairman of the Senate Armed Services Committee (SASC), also
wrote on behalf of the BENS effort: “At a hearing of the [Committee] earlier this year
[2008]...testimony reinforced our long-standing concerns regarding the inability of the De-
partment of Defense to field new weapons systems or provide needed services in a timely
manner, contain program costs, and adhere to promised deadlines. . . . | welcome any
constructive effort to make recommendations on how best to improve the processes that
govern the acquisition of goods and services for our armed forces.”®

In addition to such exhortations about the problems we face, over which there is near
universal agreement, new challenges increased our sense of urgency. The Task Force went
to work against the backdrop of an unprecedented confluence of global financial and trade
disruptions with manifest implications for global and national security. This circumstance
has led the Director of National Intelligence to add the economy to the list of threats to
U.S. national security.” We were also mindful of the impact that the nation’s fiscal crisis
will likely have on the resources available for national security. As our definition of threat
broadens, competition for resources among worthy claimants will intensify. That puts a
premium on efficiency as well as effectiveness as we contemplate the reform of the defense
acquisition process.

THE BENS TASK FORCE: OBJECTIVE, SCOPE AND METHODOLOGY

In August 2008, BENS President and CEO General Charles G. Boyd, USAF (Ret.), reported
to the Deputy Secretary of Defense that, in a pilot study BENS had completed with the
Deputy Secretary’s endorsement,’ BENS had identified several key downstream effects of
law and regulatory policy on cultural and organizational aspects of the defense acquisition

House Armed Services
Committee (HASC)
Chairman Ike Skelton
urged BENS to “contrib-
ute to the next important
chapter in applying best
business practices to cor-
recting the problems that
beset our Defense Acqui-

sition System.”

“I welcome any con-
structive effort to make
recommendations on
how best to improve the
processes that govern the
acquisition of goods and
services for our armed
forces.”

— Carl Levin, Chairman,
Senate Armed Services
Committee
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system. He reported further that BENS planned to pursue a more comprehensive review
focused on acquisition law; regulation and policy; and the oversight roles of the Congress
and the Defense Department.'' In late October 2008, BENS convened the Task Force to
fulfill this objective.

As a critical component of national security, an effective and affordable acquisition system
underlies the U.S. military’s ability to maintain, restore and improve its capabilities. Taking
that characterization of the acquisition system’s preeminent purpose as its guiding prin-
ciple, the Task Force focused on the unsettling fact that two decades worth of accumulated
incremental acquisition system process adjustments have produced a system in which con-
cern with process has displaced concern with outcomes. So confusing and time-consuming
is the current legal and regulatory environment for defense acquisition that it suffocates its
own reason for being: aiding the war fighter.

We needed to know how this happened before we could recommend ways to repair the
problem. We began by conceptualizing the subject in its proper, broad scope. A major
vector for this Task Force—one not typically taken in more process-oriented studies—is
directed at what we call the defense acquisition enterprise. We define this enterprise as

a national phenomenon whose many “owners” include all three branches of the Federal
government, the private sector (both as contractor support and as seller), and a large cast
of external advocates and critics ranging from associations and public interest groups to
Federally Funded Research and Development Centers (FFRDCs), think tanks and academia.
These externalities create an environment for the defense acquisition enterprise that is
rarely if ever confronted by purely commercial ventures.

Midway through our assessment we asked the Task Force, along with its subject-matter ex-
perts and advisors, to rank the top conceptual issues in acquisition that had emerged from
our review of earlier analyses and critiques. From a list of over one hundred such concep-
tual issues, four emerged (see below) as consensus selections for principles that underpin
the entire defense acquisition enterprise.

Having defined our objective, established the scope of our effort and constructed a con-
ceptual foundation for it, we devised a comprehensive study approach to proceed.

We examined the full array of causal factors involved—Ilaw; regulation; policy; departmen-
tal cultures; and, not least, the organizational structure in each segment of the congressio-
nal-defense-industrial base triangle—through intensive study, discussion, and debate. The
Task Force carefully analyzed findings from past studies that proposed reforms focused on
the war fighter as customer. We chose the Goldwater-Nichols legislation of 1986 as a logi-
cal starting point, since it is the genesis of today’s defense acquisition process.'

Early in our deliberations, we whittled down the range of “pressure points” in the current
DoD system to three areas that we believe, if changed, could fundamentally alter for the
better the operation of the defense acquisition process. They are:

* Requirements: Linkages between the requirements determination, budgeting
and acquisition processes
e Personnel: Constraints to defense acquisition workforce excellence

e Execution: Adherence to program execution processes aimed at satisfying the
needs of the war fighter
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We questioned numerous expert witnesses—including some Task Force members—and,
based on their evidence, we then devoted much attention to recent assessments that con-
centrated on analyzing these three identified “pressure points.” We believe these analyses
contain the seeds of corrective action that can be applied to restore functionality and ef-
ficiency to the system, if leadership is willing to make the effort. We are a bit nonplussed
that these recommendations have not gained better traction. The reports include:

1. Defense Acquisition Performance Assessment (DAPA), January 2006
http://www.afei.org/documents/DAPA-Report-web-feb2 1.pdf

2. Invigorating Defense Governance, A Beyond Goldwater-Nichols Phase 4 Report,
CSIS, March 2008
http://www.csis.org/component/option,com csis _pubs/task,view/id,4380/type,0/

3. Creating an Effective National Security Industrial Base for the 21st Century: An Ac-
tion Plan to Address the Coming Crisis, DSB, July 2008
http://www.acq.osd.mil/dsb/reports/2008-07-DIST. pdf

4. Report of the Defense Science Board Task Force on Developmental Test & Evalua-
tion, DSB, May 2008 _http://www.acq.osd.mil/dsb/reports/2008-05-DTE.pdf

5. Pre-Milestone A and Early-Phase Systems Engineering: A Retrospective Review
and Benefits for Future Air Force Acquisition, National Research Council, National
Academies of Science, 2008 http://www.nap.edu/catalog/12065.html

The Task Force also recognizes and commends the Department of Defense for contempo-
raneous attempts within the Department to right the process. Of note are:

1. Department of Defense Directive 7045.20, Capability Portfolio Management, Sep-
tember 25, 2008 http://www.dtic.mil/whs/directives/corres/pdf/704520p.pdf

2. Chairman of the Joint Chiefs of Staff Instruction, CJCSI 3170.01G, Joint Capabilities

Integration and Development System, March 1, 2009
http://jitc.thu.disa.mil/jitc_dri/pdfs/3170 01g.pdf

The work of the U.S. Government Accountability Office, too, should not go unremarked.
We relied on it extensively, and made our own efforts to extend it by constructing a matrix
of all recent GAO reports dealing with the topics of requirements, workforce and program
execution. The list of reports ran to more than 50, encompassing worthy observations
reaching into the hundreds. Of particular import is Defense Acquisitions: Perspectives on
Potential Changes to Department of Defense Acquisition Management Framework, GAO-
09-295R, February 27, 2009 (http://www.gao.gov/new.items/d09295r.pdf).

A comprehensive list of materials reviewed, including all relevant GAO studies, can be
found in the bibliography that accompanies this report.

ORGANIZATION OF THE REPORT

The chapters that follow faithfully reflect the Task Force’s objective, definition of scope and
study methods. Beyond that, they also reflect our conviction that an efficient, affordable
acquisition system is both essential and possible as a critical component of the nation’s
security. We do not have such a system today, but rather one that can be fairly character-
ized as distorted and inefficient.

As our definition of threat
broadens, competition for
resources among worthy
claimants will intensify.
That puts a premium on
efficiency as well as ef-
fectiveness as we con-
template the reform of
the defense acquisition

process.

...an efficient, affordable

acquisition system is both
essential and possible as a
critical component of the

nation’s security.

17



GETTING TO BEST: REFORMING THE DEFENSE ACQUISITION ENTERPRISE

18

We begin our assessment in Chapter 1, “Principles for Successful Acquisition Outcomes,”
by defining how stakeholders in the defense acquisition enterprise must press for specific
changes in the process. To achieve the acquisition process we need, the Task Force identi-
fied “defining attributes” of the process to serve as a litmus test for fundamental reform. The
findings and recommendations offered in this report are based on these defining attributes:

e Talented, dedicated, experienced leaders are the underpinning of success; formal
processes and organizational charts are secondary.
e Goals must be clear and, to the greatest extent possible, measurable.

e Clarity of individual responsibilities is essential—including assuring individual
consequences.

e Authority must match responsibility.
*  Means must match ends.

e Authority, responsibility and accountability must be delegated wherever practica-
ble—and results monitored.

e Organizational and individual overlaps and interfaces must be minimized.

e Acquiring the skills sets and expertise required for the acquisition of services and
Information Technology must become an institutional goal.

Our findings and recommendations are then laid out in Chapters 2-4. All are directed specifi-
cally at processes internal to the Defense Department, but all take fully into consideration the
leading role of Congressional initiative and oversight, and also the roles of other actors.

Chapter Two focuses on the requirements determination process for defense acquisition.
Chapter Three examines the critical issue of enhancements to defense acquisition work-
force strategies. Chapter Four concentrates on the application of best business practices to
program execution to ensure that capabilities delivered to the war fighter are timely and
broadly affordable within the framework of both the Defense and overall Federal budget.
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CHAPTER 1. PRINCIPLES FOR SUCCESSFUL ACQUISITION OUTCOMES

Successful defense acquisition outcomes are the consequence of shared and well-under-
stood expectations, as well as agreed-upon goals, on the part of all three major institutional
elements in the defense acquisition enterprise: the Defense Department, industry, and the
Congress. Shared expectations and sound goals are enabled in turn by a legal and regula-
tory environment conducive to cooperation, an environment for which all three sides of
the defense acquisition
PRINCIPLES UNDERPINNING SUCCESSFUL OUTCOMES | triangle have some re-

IN THE DEFENSE ACQUISITION ENTERPRISE sponsibility. Consistency
; . in achieving successful
A. Agreement and Alignment of Interests and Incentives outcomes rests on adher-

of all Stakeholders ing to a set of principles
B. Strategy and Resources: Ends Matched to Means that establish the basis for
specific changes in the
process. Therefore, we
begin our assessment by
D. Commitment to Ethical Comportment in all Activities | defining a list of prin-
ciples that underpin suc-
Figure 1 cessful outcomes (Figure
1). In considering future
legislation, in changes to current law and in the performance of oversight responsibilities,
these principles need to be foremost in the minds of legislators.

Ability to Attract and Retain Able and Experienced
People

A. AGREEMENT AND ALIGNMENT OF INTERESTS AND INCENTIVES OF

ALL STAKEHOLDERS
The alignment of interests and incentives in defense acquisition is largely a question of
gaining and sustaining consensus on what is “right” and what rewards will accrue to vari-
ous stakeholders for achieving alignment. This objective is easy to comprehend, but it has
proven difficult to achieve because each participant in the process tends to adopt positions
that best protect what they perceive as their own equities.

Of course, everyone agrees that the ultimate goal is to assure that America can defend itself
and its founding principles. But the military services, civilian decision-makers at the De-
fense Department, the Congress, and the defense industry differ on how to pursue that goal
because each stakeholder in the process has parochial interests as well as transcendent,
national ones. The inevitable result of these imperfectly overlapping interests is that each
stakeholder must be willing to settle for less than it seeks as a satisfactory outcome. That,

in turn, means that while the defense acquisition system ultimately meets the needs of its
participants and, above all, its ultimate customer—the war fighter—it usually does so more
slowly and at vastly higher cost than necessary. Thus the process is eventually effective for
the most part, but not efficient.

Perhaps the best discussion of the cultural phenomena that defines the defense acquisition
process was offered by the then General Accounting Office in 1992." Its conclusion, which
still resonates, is that stakeholders are more likely to achieve alignment of interests if they
ask the acquisition process to satisfy fewer needs; if, in other words, they pursue fewer and
smaller programs with less ambitious requirements. The reason for this conclusion, however,
is that the more demands placed on a weak and inefficient acquisition process, the less

well it performs. What best serves the war fighter is problematic. However, the Task Force
believes that providing a 70 percent solution on-time is preferable to possibly no solution at
all because the requirements could not be met or costs have become prohibitive.
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The alignment of interests
and incentives is elusive
because today’s acquisi-
tion culture lacks mean-
ingful consequences for

failure.

...the Defense Depart-
ment needs the
equivalent of a business
plan that connects

strategy to resources.
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Management weakness, in turn, results from an excessive diffusion of responsibility. As the
old saw says, when everyone is accountable, no one is accountable. Oversight, usually
conducted in an ex post facto manner, has led one critic to characterize program manage-
ment in the Department of Defense as a “spectator sport.”"*

The alignment of interests and incentives is elusive because today’s acquisition culture
lacks meaningful consequences for failure. This problem can be traced to the fact that
most of the Department’s procurement programs stretch out for so long. The need to meet
key performance parameters is projected so far into the future that current managers know
they will not be around to be held accountable for achieving them. Therefore, conse-
quences are rarely imposed for bad judgment. In the private sector, the time horizons of
programs are much shorter: often measured annually or more often. Further, managers are
generally appointed for the life of the program and, thus, more likely to be cognizant of the
performance measures they will be expected to achieve over the program cycle.

Finally, promoting transparency and accountability throughout the acquisition chain is an
enabler of alignment. It is also related to the establishment of trust throughout the organi-
zation, which must go hand-in-hand with reinforcing leadership’s culture of consequences
at the Defense Acquisition Executive (currently the Under Secretary of Defense for Acqui-
sition, Technology and Logistics) level. If the process is so complex and protracted as to
obscure transparency and accountability, trust will invariably suffer.

B. STRATEGY AND RESOURCES: ENDS MATCHED TO MEANS

Co-equal with misalignment of interests is the serious and persistent mismatch of ends and
means. Today’s acquisition process is largely divorced from the security strategy it should
be designed to execute. A concurrent problem is that the strategy process itself—a White
House-driven interagency effort by definition and law—is prone to overemphasize ends,
while leaving ways and means to an entirely separate Defense Department process called
the Planning, Programming, Budgeting and Execution System (PPBES).

Similarly, the elements of strategic discourse, including the Congressionally-directed
Quadrennial Defense Review (QDR) and the President’s National Security Strategy (NSS),
DoD’s National Defense Strategy (NDS) and National Military Strategy (NMS), occur on a
timetable that is out of sequence with the cycle of the PPBES process. This lack of order
yields an incoherent method of aligning ends and means, and leads to an array of counter-
productive consequences. If any major private corporation tried to run its affairs in such a
manner, it would quickly go broke.

The Task Force believes the Defense Department needs the equivalent of a business plan
that connects strategy to resources. A recent Defense Science Board study'> echoes that
conclusion, and a recent CSIS series of reports offers a guide to remedying the strategy/
resources imbalance.'® The reports suggest improving on capabilities-based planning ap-
proaches to properly link desired ends to ways and means. They also urge establishing a
routine governance tempo inside the Pentagon “that makes use of some unchangeable ele-
ments of the American political landscape, namely quadrennial presidential elections and
annual federal budgeting” as a way to achieve stakeholder consensus.

The Defense Department has initiated a stream of recent changes that may begin to resolve
its most pressing acquisition challenges. In addition to enhanced capability-portfolio man-
agement skills'” it has moved to:
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e Implement a material development decision effort as a starting point for all programs

e Conduct more robust Analysis of Alternatives (AOA) to develop potential mate-
rial solutions to the Joint Capabilities Integration and Development System (JCIDS)
validated capability requirements

* Require a cost estimate to accompany the AOA
e Ensure that systems engineering teams are included in early program reviews
* Re-establish competitive prototyping where practicable

e Require (under Federal legislation) that certifications be met for entry into the tech-
nology development, system development and production phases

e Ensure that preliminary design reviews be conducted before the start of systems
development when appropriate

e Stand up configuration steering boards to review changes to requirements or tech-
nology that could affect cost and schedule

As necessary as these new steps are, they will only add to the complexity of the process “The past erratic pat-
unless the fundamental approach to acquisition policy is changed and applied to the
entire defense acquisition enterprise. Once again, the GAO, echoing the conclusions of
its 1992 report, is leading the way. In recent testimony to the SASC, Michael J. Sullivan, national defense that we
GAO’s Director of Acquisition Sourcing and Management, noted to the committee that
the Defense Department must adopt a more realistic approach to acquiring new systems.
This approach would include: “Resisting the urge to achieve revolutionary but unachiev- again a reality, resulting
able capability, allowing technologies to mature in the science and technology base before
bringing them into programs, ensuring that requirements are well-defined and doable, and
instituting shorter development cycles would make it easier to estimate costs accurately, increased acquisition
and then predict funding needs and allocate resources effectively.”'®

terns of funding for our

have sought to avoid are

in program stretch-outs,

costs, and instability in

GAO’s recommendations, we think, apply not just to the Defense Department, but to the defense planning.”
fundamental way that all stakeholders must view the acquisition process. It is a change in
acquisition culture that, starting at the top, might tip the balance in favor of reduced cycle
times and better outcomes. That said, there will be times when technologically discon-
tinuous efforts must be made: One cannot, for example, make a gradual transition from a
strategic bomber to an ICBM.

—Ronald Reagan

DoD texts often depict the three components of the “Big A” acquisition system—The JCIDS
process, the PPBES, and the Defense Acquisition System—as a Venn diagram with the
circles overlapping at the edges, indicating some sort of essential harmony. In reality, the
three barely touch, coming together only at the Deputy Secretary level. The customers—in
this case the war fighters acting through the military services as chief buyers—are rarely
constrained in their thinking by the question of availability of resources.

The problem is one of operational alignment. What we actually have are three separate
communities: the operators (the professional military); the buyers (the combined military
and civilian acquisition community); and the programming and budgeting community
(who are aided and abetted by the President’s Office of Management and Budget and the
authorizers and appropriators in the Congress). Each community is driven by a different
sense of value that defines their own contribution to the organization.
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Today we have a DoD
portfolio of 95 major
defense acquisition pro-
grams, totaling $1.6 tril-
lion, that is now forecast
to cost $295 billion more

than originally projected.

—US Government
Accountability Office
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Misalignment of ends and means starts with the customer. The customer is generally driven
by a threat scenario or series of scenarios that demand either a material or non-material
(i.e., change in doctrine or tactics) solution. The material solution, by definition, seeks

to overwhelm the threat and is most likely to be a technology application that, in cur-

rent parlance, is “exquisite.” Too often this means that the solution is both beyond current
technological limits and liable to be very expensive. This requirements culture—virtually
all capability proposals are approved by the JCIDS process'>—then cascades through the
system.

Too many programs attract constituencies that, once formed, build an iron-clad case
around the requirement. The PPBES community then instates these programs, with the
improbable costs associated with them, because it fails to account for the high probability
of programmatic changes, delays, technological uncertainties and budget volatility. And
once they become programs of record at the Milestone B (Engineering and Manufacturing
Development Phase), they are nearly impossible to terminate.

The problem stems in part because the customer is unable to distinguish needs from wants
through the lens of resource availability. The discussion on requirements in Chapter 2 of
this report describes in more detail how a return to systems engineering, in which develop-
mental planning occurs before requirements determination starts, may provide a fix to this
problem. There is no doubt that it needs fixing. Today we have a DoD portfolio of 95 major
defense acquisition programs, totaling $1.6 trillion, that is now forecast to cost $295 billion
more than originally projected.?® All things considered, an 18.4 percent cumulative cost
overrun may not be outlandish, but a $295 billion cumulative price tag definitely qualifies
as sticker shock.

C. ABILITY TO ATTRACT AND RETAIN ABLE AND EXPERIENCED PEOPLE

In 2003, Paul A. Volcker, who served as Chairman of the Federal Reserve under both Presi-
dents Carter and Reagan, presided over a national commission charged with considering
the reorganization of the Federal government: “bringing government into the 21st Century.”
One of its conclusions was that the Federal government is not performing as well as it can
or should, in least part, because “the difficulties federal workers encounter in just getting
their jobs done has led to discouragement and low morale.” It is small wonder that the
government has difficulty attracting and holding onto top talent.?’

The Volcker Commission recommended abolishing the General Schedule and replacing it
with a recruitment and retention system based on pay-for-performance principles widely
employed in the private sector. Congress initially warmed to the concept and pay-for-
performance programs were started in various agencies, notably at the GAO, the FAA and
the IRS, in the Pentagon and at the Department of Homeland Security. They flourished

for a while, but strong Federal union opposition eventually forced the initial pay-for-per-
formance systems to retrench. Despite early indications in the Obama Administration that
the effort is not dead, there is a sense that it will be a long time before their use will spread
further in the government.

Nevertheless, the underlying rationale that drove the Commission to its conclusions still
applies. Agencies would perform better if they could tailor their personnel recruitment
strategies to the demands of the agency’s mission, offer compensation packages that reflect
“mark to marketplace” conditions and align compensation policies with performance, hire
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and re-train or reduce employees as agency workloads change, and contract-out when that
is the most effective way to meet mission objectives.

The Defense Department needs to be recruiting on college campuses to replace its current
workers, who have not left as rapidly or in the numbers predicted, but will with certainty
eventually depart and take their experience with them. The time to recruit is now so that
experience can be captured and transferred. However, the workers of the future will be
driven by different motivations from those of the past, a change we see occurring before
our eyes. The Department will have to recruit for clear and compelling missions, not just
for “a Federal job.” It will have to acknowledge that applicants are not interested in jobs-
for-life, and so will have to craft personnel policies to let them leave government service
and re-enter without penalty. Compensation does not have to be market-driven in all cases;
some point to being able to compete with the “dot-edu’s and dot-org’s” rather than with the
“dot-coms.” Finally, with respect to the acquisition workforce of the future, as we point out
in Chapter 3, the key to getting the right talent may lay in making the program cycle time
short enough so that acquisition professionals can see the results of their labors within a few
years rather than over an entire career.

A huge obstacle to attracting and retaining talent is the disclosure, divestment and potential
conflict-of-interest provisions of the hiring process that have become ever more onerous
over time. The current approach errs significantly on the side of excess caution. We need
a more balanced and rational approach. People who willingly take government positions
do so largely for public service reasons, not personal aggrandizement; comparing monetary
remuneration between government and the private sector should make this obvious. Con-
gress should reformulate the law in such a manner that common sense prevails. As things
stand, we are protecting ourselves right out of our own best interests.

D. COMMITMENT TO ETHICAL COMPORTMENT IN ALL ACTIVITIES

Ethical standards that must pervade the entire defense acquisition enterprise are based ulti-
mately on a foundation of trust among institutions. Today, however, a lack of trust reaches
into the relationships among Congress, the Defense Department and the defense industry.
The causes are varied, but at the top of the list is the increasingly adversarial nature of the
triangular relationship, where the divergent interests and equities natural to the acquisition
enterprise are magnified rather than ameliorated by the legal and regulatory environment
in which they now find themselves. Over time, the result has been an increase in legal
wrangling and a growing lack of communication between the government and the private
sector.

The current lack of trust is not inherent to the process. Government can communicate

its needs to the private sector, and the private sector, which provides the overwhelming
majority of the goods and services consumed by government each year, can respond to
supply what is asked of it. Everyone understands the need to establish appropriate prices
despite the truncation of market influences in a monopsony, and everyone understands the
transcendent purpose—aiding the war fighter—that the system ultimately serves.

A new culture should emphasize restoring trust. To do so, however, it must spell out who
is responsible for what, and stipulate how accountability flows from one management
layer to the next. Accountability is hierarchical, not horizontal. Transparency will be
achieved when overseers and managers know their exact relationships to one another and
behave as a team rather than adversaries or competitors. Finally, failure must have con-

People who willingly take
government positions do
so largely for public ser-
vice reasons, not personal
aggrandizement; compar-
ing monetary remunera-
tion between government
and the private sector

should make this obvious.
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In well-run firms in the
private sector, occasional
problems are reluctantly
tolerated, but not disclos-
ing them to management

is a crime.
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sequences clear to all; agreed-upon standards must be rigorously enforced. This can only
happen, however, if leadership sets time horizons that are within the manager’s tenure and
the managers know, in advance, that they will be held to account.

Ethics cannot be legislated, but an ethical sense of doing business can be sustained if the
culture understands and practices trust, accountability, transparency and the enforcement
of consequences. It is a question of leadership.

CONCLUSION

Of the principles noted above, the first twvo—agreement and alignment of stakeholder
interests, and matching ends to means—are fundamental to reframing the defense acquisi-
tion enterprise. While changes in law, regulation, culture and organization will be needed
to put such principles into effect, it takes leadership to embed them and force change in
the system.

If the Congress sets as its expectation the four underpinning principles iterated above,
trust can be restored. A major part of the solution requires increasing transparency and
accountability in the Defense Department and in industry, which has already been men-
tioned. In well-run firms in the private sector, occasional problems are reluctantly toler-
ated, but not disclosing them to management is a crime.

In the early part of this decade, the Office of the Deputy Under Secretary of Defense for
Industrial Policy published a roadmap it hoped would provide “more transparency into the
programs and processes that constitute the military enterprise.”?>  More recently, the De-
fense Science Board produced an action plan aimed at securing the U.S. industrial base for
the 21st century.”> The difficulty is that these rather lengthy treatises read like directives—
not really the stuff of true dialogue.

Changes in law and policy have made it very difficult for discussions and meetings be-
tween government and industry officials to take place outside of formal, open-to-the-public
fora. This kind of distancing would not happen in the private sector if a business wanted

to get to know its customer or resolve a problem. Congress and the Defense Department
(and their lawyers) need to breach the walls that prevent forthright dialogue. Only more
direct and genuine exchanges can give all parties insight into future defense needs and
industrial capabilities, so that both can make the wise investment decisions that serve a
common goal.
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CHAPTER 2. REQUIREMENTS DETERMINATION

FINDINGS: Today’s requirements process is a highly formalized pursuit driven by
the perceived needs of war fighters and accommodated by engineers in which the
suppliers of financial resources are not consulted. It needs to become an iterative
process involving war fighters who understand the nature of combat, engineers who
understand the limits of technology, and financial experts who can accurately esti-
mate costs and assess consequences for future budget scenarios.

ESTABLISHING ENDURING LINKAGES BETWEEN THE REQUIREMENTS
DETERMINATION, BUDGETING AND ACQUISITION PROCESSES

The main obstacle to making realistic trade-offs on cost, schedule and performance as
requirements emerge and are turned into programs is that the three parts of the DoD
decision support system—JCIDS, the Defense Acquisition System, and PPBES—run along
tangential paths. They touch, but are not linked in a way that enables informed determi-
nations on what ought to be acquired. These determinants include: resource availability,
producibility, technical capacity, the threat-response cycle (agility), strategic relevance, and
contribution to joint-warfare capabilities.

Failure to consider each of these determinants results in an incoherent and insufficient
requirements-setting process that ultimately steers the course of the entire DoD acquisition
process. Establishing closer formal linkages among stakeholders early in the cycle would
enhance the system’s ability to make trade-offs so that the Initial Capabilities Document
(ICD) will be resource-constrained, within likely technical capabilities, and reasonably
time-certain on its development schedule from the start.

A more agile and efficient requirements-determination process would:
e Eliminate resources-requirements-producibility mismatches earlier than in today’s
system
e Strengthen relationships between strategy and requirements determination

e Clarify roles for all stakeholders in the requirements generation, acquisition and
programming processes

e Provide early validation of technical maturity and industrial base capability

Consistent with our findings, the Task Force recommends that Congress establish its expec-
tations for the acquisition system and through oversight—legislation where indicated—
ensure that the following changes occur:

Modify the existing requirements establishment process to make it highly iterative and inter-
active as opposed to declaratory, but with strong inputs from the systems engineering, cost
analysis and program planning and budgeting communities. (Implementing Action R-1)

Reconstitute a strong systems engineering capability within each of the Military Depart-
ments; i.e., within the Service Chiefs’ chain of responsibility. (Implementing Action R-2)

The purpose of reinstituting a systems engineering capacity is to synthesize candidate sys-
tems and conduct tradeoffs among capability, schedule, cost and technical risk. In doing
so, alternative concepts should be made available that include upgrading existing systems,
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A strategy that cannot
be implemented or
resourced is not a
strategy, but rather a
critical failure in leader-
ship and management. It
is nothing more than a
statement of hopes and
good intentions

without credibility.

—CSIS, Abandon Ships: The
Costly Hlusion of Unafford-
able Transformation
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developing all-new systems, adopting commercial products, and procuring foreign-made
military products.

Systems engineering capabilities reduce technical risk because they enable a process to
conduct development planning well before the initiation of a formal requirement or need.
Systems engineering focuses on the development of underlying technologies for eventual
integration into future systems, skill sets associated with the activities of the Service Sys-
tems Commands whose existence, unfortunately, was abandoned during the 1990’s largely
as a cost-saving measure. The capabilities subsequently atrophied in the Services.

Conceptually, developmental planning employed analysis to identify gaps in accom-
plishing military strategies; defined concepts to address those gaps; employed modeling,
simulation and, occasionally, prototyping to refine and test concepts; and provided early
systems requirements to the developers for specific capabilities. “Inherent in this role was
the ability to understand the state of the art of the technical possibilities available from
technology centers (laboratories, universities, industry, and so on), as well as to understand
the needs of the user community (war fighters).”**

A robust systems engineering capacity was required to pursue development planning
throughout the course of a weapon’s development, so it is heartening to see the acquisi-
tion community and the Congress regaining their appreciation of the need for strengthened
systems engineering capabilities in the Department—although there is still some incon-
sistency in the definition of “systems engineering.”?> The Task Force strongly believes that
the military services should reconstitute these capabilities, thus ensuring an institutional
memory that can be transferred from program-to-program and can readily draw on existing
technical capacities almost entirely within the military services.

Require the major decision support systems in the Department to harmonize the
relationship between national security strategy, military strategy, requirements deter-
mination and fiscal constraints. (Implementing Action R-3)

Today, the development of requirements through the capabilities-based assessments (CBAs)
process has no apparent, structured relationship to the development of the National De-
fense Strategy (NDS) or the National Military Strategy (NMS). Nor are any of these pro-
cesses tied in a phased sequence to an overarching National Security Strategy (NSS), which
is produced by the Executive Branch “only as needed.” The time horizons and sequencing
of the JCIDS process and development of the strategy documents do not appear to be in
sync, nor does the QDR occur in sequence with the other planning documents. The lack
of rigor and logical sequence in the nation’s strategic planning process increases the dif-
ficulty in integrating JCIDS, JROC, the Defense Acquisition System and PPBES.

To re-emphasize adherence to the “ends matched to means” principle discussed in Chap-
ter 1, the Task Force supports the remedy proffered in the Center for Strategic and Interna-
tional Studies Beyond Goldwater-Nichols series of reports, which suggest improving on
capabilities-based planning approaches to properly link desired ends to ways and means.?¢
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Maodify legislation to codify current processes, such as Joint Urgent Operational Needs
(JUONS), to maintain the influential role of COCOMs in setting and achieving near-
term requirements for the warfigther in both wartime and peacetime. Sustaining needs
should remain with the Service Chiefs (and Defense Agencies, as appropriate). In
each case the “other” party should provide input but not have primary responsibility
for the initiation of requirements. In either case, it should be the responsibility of the
JROC to assure operational compatibility among the Services, working through the
joint requirements organizations with special attention and rapid action for the near-
term requirements. (Implementing Action R-4) Today’s acquisition pro-
Establish an authority to conduct tradeoffs and, where appropriate, modify require-
ments as additional information is gained on cost, technical risk, schedule and exter-
nal factors (e.g., threat changes) during the Pre-Milestone A (Material Solutions Analy- from the security strategy
sis Phase). (Implementing Action R-5)

cess is largely divorced

it should be designed to

A better balance needs to be struck between determination of short-term requirements execute.
where the COCOMs’ views are preeminent and the long-term force-shaping developments,

which can be done most responsibly by those with enduring institutional responsibilities:

the Service Chiefs.

The JROC is piloting a change in the JCIDS process to strengthen the role of the COCOMs
in the requirements generation process through delegating the Joint Capabilities Board
(JCB) authorities to the functional combatant command that is the war fighter’s representa-
tive in the respective capability portfolio management (CPM) sector.””

The most recent change to the JCIDS process provides a less formal seat at the table for the
COCOMs but recognizes their responsibility to lead or support “Senior Warfighting Fo-
rums” to identify capabilities, advocate and prioritize those needs through their Integrated
Priority Lists (IPLs), i.e., their “want” lists, and act as advocates and advisors to the JROC.?®

The Secretary of Defense has complained that “until recently, there has not been an insti-
tutional home in the Defense Department for today’s war fighter.”” We agree and propose
that the COCOM s be given a statutory role in determining short-term requirements.

There have been many approaches to the challenge of linking the requirements determina-
tion process more productively to the overall process of acquiring goods and services. The
most recent commissioned report, the DAPA panel, supports a Joint Capabilities Acquisi-
tion and Divestment Plan, in which the Combatant Commands (COCOMs) would take

the lead in producing 5-, 10-, and 15-year annexes for each of their operational plans that
would define the capabilities required at each of these points.?® The JROC process would
then integrate these requirements across the Combatant Commands. The resulting “time-
phased” plan would in turn guide the Services and other agencies to propose fiscally-con-
strained material solutions to address the needs.

The GAO?', Defense Business Board*?, and recent legislation®* have all indicated a prefer-
ence for fuller COCOM input into the requirements determination phase.

The Task Force believes that these reports and recommendations point to a solution—that
is, greater COCOM participation—but that in and by itself such COCOM participation is
insufficient to correct the inadequacies summarized in our findings. It is true that COCOM
participation may contribute to accurate assessment of the threat cycle, to joint warfare
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“Today’s acquisition sys-
tem should be replaced
with one that recognizes
both the importance of
time-to-need and the
critical role that technical
maturity plays in achiev-
ing program success.”

— Lt Gen Ron Kadish, USAF
(Ret.), Chairman, Defense

Acquisition Performance
Assessment panel
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capabilities, and, to a lesser extent, bring strategy into account (although different COCOMs
have different strategic intents). However, too many of the considerations needed to bridge
disconnects in the process, as it exists today, and the rest of the acquisition system are left
unresolved if the only change is to give added weight to the COCOMs’ viewpoints.

To ensure that early consideration of resource availability, producibility, technical capacity,
and the threat-response cycle (by which we mean agility) become part of the requirements
determination process, the stewards of these determinants—namely the USD(AT&L)/DDRE,
the Director of PA&E, the Comptroller, and the Director of Nll—must be involved in the
establishment of requirements before the Milestone A (Material Solutions Analysis Phase)
marker. The DAPA panel report contains the most compelling solution we have seen to
this problem.

Make explicit the consideration of time-value in fielding capabilities as a prelude to
defining requirements. (Implementing Action R-6)

When the objective is to field capabilities quickly, meeting time constraints would seem
most crucial to the post-technology development (Milestone A-B) phase of the acquisition
process. However, the Task Force views that the consideration of time as a key perfor-
mance parameter must be considered much earlie—before a capability need enters in to
the requirements determination process.

Many considerations—and resulting outcomes—are set in motion by the dictate of time
from drawing board to field. For example, an urgent need would more likely be identified
by the COCOM s in response to an existing threat. That may lead in turn to an analysis of
alternatives that includes only existing off-the-shelf technologies, adaptations of current
designs or even pre-militarized commercial solutions. By contrast, the threat-response
cycle (defined as the time it would take a competitor to develop a future capability, us to
recognize it, and then develop a suitable countermeasure) may be long enough to allow
immature technologies to be brought along or even non-material solutions—changes to
strategy or diplomatic solutions—to be considered.

The explicit consideration of time also informs setting priorities and selecting a tailored
business stream acquisition approach (discussed further in Chapter 4).

Today’s system is not geared to time velocity. Getting through the JROC process alone often
takes twelve months, sometimes considerably longer. Consequently, many ad hoc process-
es, such as the Rapid Equipping Force and the Joint Improvised Explosive Device Defeat
Office (JIEDDO) have sprung up as workarounds.

The Task Force believes that if “need by” time considerations were realistic and made more
specific, considering the threat-response cycle, at the very beginning of the requirements
determination process, not only would time-certain development targets be possible, but that
the bureaucracy itself would respond by moving the requirements generation process along.

Provide appropriate capacity, when establishing new program requirements,
for future upgrades (space, weight, power, etc.). In seeking new or additional ca-
pabilities, preference should be given to upgrading existing systems as opposed
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to initiating all-new systems. Upgrades should be introduced in discrete “blocks,”
not in a piecemeal fashion. An aggressive but sensible prototyping program
should be incorporated to build and test non-production prototypes of reason-
able scale that offer significantly enhanced capabilities. This would have the ad-
ditional benefit of preserving difficult-to-rebuild design teams in periods when
all-new developments are not being actively pursued. (Implementing Action R-7)

Strengthen the communication of government needs to the industrial sector and
encourage the exchange of technical information between the private sector and the
government within the bounds of security and competitive propriety. It is the private
sector that provides the overwhelming share of the goods and services used by the
government and that owns most of the nation’s research, development and produc-
tion assets. (Implementing Action R-8)

Because the current process for requirements determination is unconstrained in most of

its aspects, both the program office and the contractor are encouraged to overpromise to
get a program started. This sets them both on a course to underperform as the program is
executed. This is what comes of not making an evaluation of technical maturity and indus- o, h d
trial capabilities part of the requirements setting process. axpayers are charge
too much for weapons
Our earlier call for increased developmental planning and systems engineering expertise
can be very useful in assessing the readiness of technology when evaluating requirements
proposals. However, knowing the capability—and the capacity—of the industrial base come too late”
remains a weak spot in Defense Department planning.

systems that too often

—Barack Obama

A 2008 Defense Science Board report points the way forward, however, to overcome this
weakness.** It recommends that DoD and Congress shift from a posture of “maximum risk
avoidance” to an objective of “effective and efficient acquisition risk management.” Their
model is “a partnership between government and industry, with both striving for an in-
dustry that is competitive, flexible, adaptive, agile, innovative, low-cost and high-quality.”
Our Task Force believes, as does the DSB, that re-establishing industrial base CEO meet-
ings with the Secretary and Deputy Secretary of Defense and the Service Chiefs would
shore up expectations and uncover concerns. Communications at the top would encour-
age better relations at all levels of the Defense Department with their industry colleagues.
Industrial-base capabilities would be better understood and, in the process, industry would
have a clearer view of where to put their research and development dollars in anticipation
of future defense needs.*
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CHAPTER 3. ACQUISITION WORKFORCE

FINDINGS: Today the government too often finds itself with minimally experienced
and transient individuals leading major acquisition programs, able to attract new
people only after long delays, unable to couple rewards to performance, and with
many senior positions simply unoccupied. Talented and dedicated people can
often overcome a poor organizational structure, but a good organizational structure
cannot overcome inadequate performance. When qualified people are combined
with sound organizations and practices, success is virtually assured. The acquisition
process, unlike most government pursuits, is a business function. It demands skills
and talents that are far more common to the business world than to government and
military operations.

CONSTRAINTS TO DEFENSE ACQUISITION WORKFORCE EXCELLENCE

The acquisition workforce is the backbone upon which the entire defense acquisition
enterprise rests. However, both through conscious job cutting and uncoordinated organi-
zational tinkering, the workforce has atrophied.

The perilous status of the workforce today is the result of intentional downsizing in the
1990’s mandated by the Congress and abetted by the military services.** Gaps in acquisi-
tion workforce skills are the proximate cause of most of the system’s ills. However, the
Task Force feels justified in making these points: The workforce did not make the decisions
to reduce itself; did not place non-acquisition certified people in key decision-making
acquisition positions; did not place multiple and conflicting policies and laws in the field;
and did not cut funding for training and education.

Despite all these considerations and others not mentioned, the existing workforce has
nonetheless provided equipment and services to help the U.S. military remain the most
capable, powerful and respected military power in the world. And the workforce does this
with little acknowledgement or appreciation.

Today’s acquisition workforce is in many areas highly competent, but it is understaffed in
comparison to its workload. It is also organizationally misaligned to permit it to feel appre-
ciated as a professional component, and it faces an unprecedented loss of expertise due to
aging and the pull of private sector opportunities.’” Thus, we believe that fixing workforce
problems is a leadership issue far more than it is a process issue.

In his FY 2010 budget announcement Defense Secretary Robert Gates called for “increas-
ing the size of the defense acquisition workforce, converting 11,000 contractors to full-
time government employees and hiring 9,000 more government acquisition professionals
by 2015.”7%® This is a step in the right direction. However, we distinguish sharply between
the impact of 20,000 workers each with one year of experience and the impact of 1,000
workers each with 20 years experience. We also recognize the need and flexibility that

a contract workforce offers the Defense Department and national security. Contractors
have been a part of our national defense team from our founding, and with good reason.
In addition to serious consideration of what skill sets and capabilities need to be brought
in house to ensure inherently governmental work is being conducted by the government,
it is equally imperative that the legitimate roles and capabilities of a contract workforce
be preserved.
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couple rewards to per-
formance, and with many
senior positions simply
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To restore the defense acquisition workforce to excellence, the Task Force believes that
above all, the right people are needed. There are many good people in the system, but that
does not make them the right people. In optimizing the management of relevant skill sets,
the flexible, innovative, cost-effective workforce needed for the 21st century can emerge.

It cannot occur on the quick or the cheap, and could take a decade to restore. The bottom
line for the acquisition enterprise is to recognize and reconstitute a professional acquisi-
tion workforce working side-by-side with its contractor support—and, most importantly, its
operational counterparts.

To restore vigor and flexibility to a recapitalized acquisition workforce, the Task Force rec-
ommends that Congress establish its expectations for the acquisition system and through
oversight—legislation where indicated—ensure that the following changes occur:

Assign to the Service Chiefs responsibility for establishing, managing and maintain-
ing a highly competent acquisition workforce, including education, training, career
path development and succession planning—the latter is rarely done today in any
institutional fashion. Appropriate staffing standards should be created for all critical
positions. (Implementing Action P-1)

A key question is: Who exactly comprises the acquisition workforce? Many yardsticks
have been used.’* We prefer the definition of the Congressionally-chartered Acquisition
Advisory Panel.* Included in their definition are personnel responsible for:

e Determining and defining agency requirements for goods and services

e Gaining intimate familiarity with the markets in which the agency will seek goods
and services to meet agency needs

* Monitoring and measuring contract performance, including testing of goods, audit-
ing, contract administration, and evaluation of contractor performance

* Managing the programs in which the goods and services acquired are employed

Once the defense acquisition workforce is properly delineated, the Secretary should resur-
rect, in concept, the Policy Guidance Council (PGC) that operated under the auspices

of the then USD(A) in the late 1980’s. The PGC reviewed what was being taught to the
workforce and provided the Defense Systems Management College (DSMC) Commandant
guidance and direction to change/update course content as necessary. PGC membership
commanded the attention of DoD’s highest acquisition enterprise leaders. Those legally
charged with overseeing the DoD acquisition workforce—the DAE, SAEs, Service senior
acquisition leaders—regularly engaged in this important activity.

When Congress passed the Defense Acquisition Workforce Improvement Act (DAWIA) in
November 1990, the PGC was discontinued. DAWIA specified training and certification
for some acquisition workers, but not for the breadth of membership we today consider—
and should consider—as part of the overall acquisition workforce cohort. For the past 18
years, senior leaders have not had a formal mechanism to review collectively and with
regularity the health and development of the DoD acquisition workforce.

The first order of business is to define the acquisition workforce in the broad categories
noted above. Recall the “Big A”-“Little a” characterization. Most training, education
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and certification programs today are aimed at the “Little a” workforce. For the workforce
occupying the requirements, resourcing, test (except test pilots and test engineers) and
sustainment processes no requirements exist for concerted acquisition education, training
or experience beyond a one-week orientation course. The planning, programming and
budgeting workforce has no acquisition-specific training requirements at all. In effect, we
are trusting hundreds of billions of dollars to a large percentage of the “Big A” team that is
poorly or not skilled at all in acquisition procedures.

It is worth noting that in the April 6, 2009, press briefing in which Defense Secretary Gates
announced his Fiscal Year 2010 proposed budget, his reasons for program terminations
and changes focused on the “Big A” overruns and stretch-outs—areas in which the work-
force is not trained, in particular, in the requirements and resourcing functions.!

The main means of motivating and retaining a professional acquisition workforce do not
have to be solely monetary. Rather, they may lay in creating the environment described
elsewhere in this report that calls for fewer and shorter programs. The ability of acquisition
professionals to see the results of their efforts and to gain experience from a wider range

of programs over a career, as well as see more frequent promotions as they move from

one completed effort to the next, could be as strong an incentive, if not stronger, than pay.
Newer workers have consistently ranked having a challenging job over compensation as
their chief motivation.

Streamline the hiring and rewarding of key acquisition personnel, including provid-
ing appropriate compensation and other forms of incentives. Authority to quickly
employ qualified individuals as well as to dismiss individuals who are not performing
in their assigned responsibilities should be vested in the Secretary of Defense. While
the intent of government ethics regulations is to be applauded, those aspects that
unduly discourage individuals from accepting government employment (extensive
paperwork, financial burdens, redundant security clearance processes) should be
reevaluated as to their necessity. (Implementing Action P-2)

The Task Force recognizes that Congress has renewed interest in workforce issues and, as
recently as 2008, has enacted a requirement for a defense acquisition workforce section

in the Department’s Strategic Human Capital Plan. It has also established a Department
of Defense Acquisition Workforce Development Fund ($3 billion over the five-year period
2008-2012).* Results, thus far, have not been obvious. Those legally responsible for the
workforce need to ensure that it is properly trained and equipped to do its job. Given

that this workforce manages over 30 percent of the DoD budget, it makes sense to give it
senior leadership attention—including the Secretary of Defense and the Service Chiefs and
Secretaries themselves.

The challenge of removing disincentives to acquisition-workforce excellence also faces

the whole of Federal government human-capital management. Indeed, over the years, the
Government Accountability Office has put a great deal of effort into assessing best practices
in the field of human capital management. To create incentives in the working population
to seek Federal employment, the GAO urges that government managers adopt the same or-
ganizational concepts that private-sector managers use: become less hierarchical, process-
oriented, stove-piped, and inwardly focused and more flat, results-oriented, integrated, and
externally focused. The major problem is not unmotivated Federal employees but rather the

The ability of acquisition
professionals to see the
results of their efforts
and to gain experience
from a wider range of
programs over a career,
as well as see more fre-
quent promotions as they
move from one com-
pleted effort to the next,
could be as strong an

incentive, if not stronger,

than pay.
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lack of a consistent strategic approach to marshaling, managing, and maintaining the hu-
man capital needed to maximize government performance and ensure its accountability.*

The GAO contends that much of the authority agency leaders need to manage human
capital strategically is already available under current laws and regulations. However,
they point out that implementation requires sustained and inspired efforts by many parties,
including the President, department and agency leaders, the Office of Management and
Budget, the Office of Personnel Management, Congress, and others. Engaged leadership is
the overriding key to success, and that includes Congressional leadership.

Congress needs to work with all involved parties to identify comprehensive legislative re-
forms in the human capital area. These reforms should emphasize the assessment of skills,
knowledge, and performance in connection with Federal employment and compensation
decisions, rather than non-competitive General Schedule “step” increases and inflation
adjustments, as is often the case today. Policymakers should pursue legislative reforms

to give agencies additional flexibility to hire, manage, and retain the human capital they
need, particularly in critical occupations.

With respect to conflict-of-interest and ethics rules that apply to potential appointees and
senior officials, no fewer than 79 provisions in law limit, dissuade or otherwise constrain
such workers from accepting or continuing service.* The Federal application for politi-
cally appointed positions currently runs to over 60 pages. Granted this illustrates the best
of intentions, but this is absurd. It drives away significant numbers of talented, public-
spirited people.

Combining incremental legislative reforms to the hiring process with relief from the oner-
ous disclosure, divestment and potential conflict-of-interest provisions that prevail, would
improve the overall hiring climate for the Defense Department.

Amend the Goldwater-Nichols legislation to reinstate the Service Chiefs in the chain-
of-responsibility over the Program Executive Officers (PEOs) and Program Managers
(PMs). Program Managers are the heart of the defense acquisition process and should
be granted commensurate authority. They should be required to have corresponding
training and experience. Career paths should be established that permit program
managers and other key personnel to remain in their positions at least from one major
milestone to the succeeding major milestone. Service in the acquisition process must
not damage a military career. (Implementing Action P-3)

The Packard Commission, which presaged the Goldwater-Nichols reforms of 1986, envi-
sioned streamlined chains of command and gave greater management control to program
managers. The actual legislation, however, did not follow through on those principles.
Instead, it stripped the Service Chiefs from the acquisition chain-of-responsibility by creat-
ing a DAE-SAE-PEO-PM reporting line. While Goldwater-Nichols did embed the concept
of “jointness” in the acquisition system—since reinforced by the evolution of the JCIDS and
JROC processes—it has had over time the deleterious effect of damping the career progres-
sion paths for officers in PEO and PM positions within their own services.

While 4 years is the regulatory requirement for time-in-position for Program Managers,*
many seek to limit their tenure to minimum time-in-service using waivers and exceptions,
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averaging only some 17 months in position before moving back into operational jobs.** An
additional consequence is that the acquisition career field is not viewed as a profession in
the same sense as are operational billets.

The Task Force therefore recommends that the Goldwater-Nichols legislation be revised
and that the PEO and PMs revert to the reporting chain-of-responsibility under their respec-
tive Service Chief.*”  This move would reconsolidate the Service Chiefs’ control over both
resource allocation (which they already possess) and the acquisition processes, help to
re-establish a more attractive career progression path for officers in the acquisition career
field, and go a long way toward restoring the professionalism of the career field, putting

it on par with the operational side of the Service. The Service Secretaries would continue
their oversight through the Service Chiefs.

Establish standards for workforce skills and attention to detail for service contracts
and information technology (IT) programs that are equivalent to those required for
major weapon systems. (Implementing Action P-4)

In Fiscal Year 2008 the Department of Defense obligated about $200 billion for contractor-
provided services.*® It also spent $32.1 billion on information technology.*> As a percent-
age of all procurement spending, Pentagon spending for services approaches the 60 per-
cent mark. Nevertheless, the defense acquisition system remains a one-size-fits-all process
designed around buying major weapon systems.

The issue is further complicated by the fact that the acquisition workforce, including both
those working in contract development and, later, on contract management, is trained
mostly on the procurement of goods rather than services.

The problems with IT procurement are two-fold. According to General James Cartwright,
USMC, Vice Chairman of the Joint Chiefs of Staff, the challenge facing the Department is
not that the technology is too advanced, it is that the culture for procurement is not work-
ing and needs to change. Acquisition authority and expertise are spread across several or-
ganizations, resulting in lack of timely enterprise-wide architecture and coordination, and
subject-matter competencies required for successful IT acquisition are too often missing.
Funding from Congress is also a problem. The speed with which Congress acts often leads
to procurement of IT that is out-of-date by the time it is purchased.*°

The solution lies in educating the acquisition workforce of the future to become better buy-
ers of products and services. The question of whether the current acquisition system has
enough flexibility to accommodate IT technology cycles and the unique requirements of
service contracting also needs a conclusive answer. In the Task Force’s view, the answer is
that it currently does not.

Of primary importance will be determining the skill-sets workers involved in services and
IT acquisition need to have. Defining skill-sets for different positions and functions will be
required, and appropriate training and certification regimes developed. Finally, a process
to evaluate worker performance should be developed, as well.

Passage of the Services Acquisition Reform Act of 2003 (SARA) acknowledged the govern-
ment-wide need to enhance the skills of and help the government hire workers with ser-

We are trusting hundreds
of billions of dollars to

a large percentage of

the “Big A” team that is
poorly or not skilled at all

in acquisition procedures.

As a critical component
of national security, an ef-
fective and affordable ac-
quisition system underlies
the U.S. military’s ability
to maintain, restore and

improve its capabilities.
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vice contracting experience.”’ However, a recent survey indicated that from fiscal years
2000 to 2005 DoD contracts of all types increased by 100 percent, while its acquisition
workforce remained static, leading one to surmise that the effects of SARA have been
underwhelming at best.>

Similarly, in response to Congress*®, the Defense Science Board was asked to review DoD
procedures and policies for the acquisition of information technology. It recommended
that a separate process specifically tuned to the acquisition of IT be developed based on
current DoD-series 5000 guidelines.>*

The Task Force recognizes that interest is being generated in the area of service contract-
ing—especially with respect to wartime contracting in Iraq and Afghanistan®**—and, as
noted earlier, on the subject of the special requirements for the acquisition of IT. However,
we find very little to support an assessment that “help is on the way” anytime soon. We
believe that fast-tracking workforce training to improve oversight of service contracting and
the procurement of IT would significantly improve system performance, particularly since
these functions continue to claim an increasing share of defense procurement dollars.
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CHAPTER 4. PROGRAM EXECUTION

FINDINGS: Today programs are begun without resources to address contingencies,
with often unproven technology, poor estimates of production volumes, and no fund-
ing flexibility—and are revised frequently. Programs should not be initiated until:

1) the requirement is clear; 2) funding, including adequate reserves, is available; 3)
the technology is proven; and 4) the system concept is well-defined. It should be
difficult to start new programs and it should be difficult to change or stop them, once
started, absent truly compelling reasons. Failure to respect the latter has historically
led to large sums of money wasted on half-completed programs found to have prob-
lems so as to chase new opportunities presumed not to have problems.

ADHERENCE TO PROGRAM EXECUTION PROCESSES AIMED AT SATISFYING

THE NEEDS OF THE WARFIGHTER

Some question why it is crucial or even sensible to change the acquisition process in the
middle of fighting two wars. Some doubt that it is even possible. The Task Force believes it
is both possible and sensible. The reason to change is two-fold.

First, the wars we are now fighting have demonstrated that our current acquisition system
is not agile or efficient in the face of rapidly emerging requirements. Second, we return to
the observation that law and polices enacted in recent years have put the focus on “ad-
ministration” of the system itself over the core purposes of the acquisition enterprise. The
system needs to refocus on outcomes rather than process.

To be clear, we are talking about the “Big A” acquisition process, that is, budget, require-
ments, and acquisition; and the “Meta A” defense acquisition enterprise—the Congress, the
military and civilian employees of the Defense Department and the private sector.

Just as the acquisition workforce needs to regain its professionalism by becoming associ-
ated with the ethos and motivations of the operational side of the Department, the acquisi-
tion process needs to emulate the operational side of the military. The operational mili-
tary “trains the way it fights,” but the acquisition process and workforce are not similarly
exercised or encouraged. We are using processes to support the war fighter during time

of war for which the defense acquisition enterprise, organic industrial base and defense
industrial base do not receive adequate policy guidance, training, or resources. For ex-
ample: Joint Urgent Operational Needs JUONS) are the norm during war but the JCIDS is
the documented process; supplemental appropriations are the norm during war, not the
PPBES; Service developmental testing and operational testing are the norm during war, not
the DOT&E process; Contractor Logistics Support (CLS) is the norm during war, not organic
depots. Ironically, the one sequence that remains unchanged in war is the “Little a” acqui-
sition process. The reason is that that segment of the acquisition workforce is educated,
trained and experienced to manage and execute programs in a number of environments.
For everyone else, it'’s a “pick-up” game.

The war fighter and the taxpayer deserve better. We require an environment where, rather
than striving to make the “on-paper” administrative processes error-free, the acquisition
process aims at achieving successful outcomes. As the Task Force has noted previously, we
need to better align the interests and incentives of all enterprise stakeholders and expand
the lines of communications between DoD and its suppliers—the defense industrial base
in particular, and the larger commercial sector in general.

“We need to figure out
how to build within the

structure of the services,
and the Department of
Defense in general, the
structural capability to
be able to wage war on
a current basis where
we settle for 75 percent
solutions in a matter of
months or weeks, rather
than the long lead-time.”
—Robert M. Gates
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With those objectives in mind, an efficient, flexible program execution process would be
characterized by adaptable acquisition processes tailored to differing procurements (e.g.,
systems, services, information technology), velocity and the threat-response cycle.

Consistent with our findings, the Task Force recommends that Congress establish its expec-
tations for the acquisition system and through oversight—legislation where indicated—
ensure that the following changes occur:

Employ a set of system acquisition processes tailored to match capability develop-
ment and implementation durations to the threat-response cycle and urgency of op-
erational needs (currently permitted in the DoD 5000-series documents). Revisit the
dollar-value of a program as the sole criterion associated with designating a Major
Defense Acquisition Program (MDAP). (Implementing Action E-1)

A key finding of the DAPA Panel was that “acquisition programs need to deliver timely
products.”*® Yet major programs consistently miss their target completions. The GAO
notes that current programs are experiencing an average delay of 22 months in delivering
initial capabilities to the war fighter.” The Task Force believes that the primary causes of
delay are a culture that strives to deliver one hundred percent capability on the first article
delivered, and turbulence in the funding and requirements processes.

Innovation cannot be forecast, so the acquisition process must have the capacity to adapt
to surprise. We recommend a tailored business stream approach that realigns the process
to match capability development and implementation durations to the threat-response
cycle and urgency of operational needs.

In such a tailored business stream approach, time becomes a Key Performance Parameter
(KPP) in an agile and efficient acquisition program. If KPPs are limited in number, the
chances increase that they will be met.

Basing the acquisition-categories (ACAT)*® designations on dollar thresholds no longer
makes sense when the preponderance of programs is for services and IT. If the determina-
tion were based on another standard or set of metrics—say, time-to-field, technology cycle
or urgency—the culture defined by the JCIDS-PPBES-Acquisition System, which values
adherence to process above all else, would begin to change. The Task Force believes that
the problems with lethargy and risk avoidance in the system do not stem from any basic
fault in the guidance. Rather, it is rote adherence to the guidance that causes the system to
underperform.

To succeed we need fewer and simpler procedures. If we propose less, we arrive at more.
In a way, the vast resources of DoD are a deterrent to agility and efficiency: the mere size
of the Department warps the development process. The focus should be on smaller groups
making decisions, with a premium on addressing important needs.

The acquisition system’s goal should be to design mechanisms that work inside the threat-
response life cycle, essentially fitting development time within the cycle (defined as the

period of time we assess that it would take a competitor to develop a future capability, us
to recognize it, and then develop a suitable countermeasure). One way to do this would
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be to create a correspondence between the cycle time of a threat and a domain, where a
domain is defined as a function or a grouping of related capabilities (not unlike the portfo-
lio management concept) such as C? or space.*

Starting with the shortest threat-response cycle (today, IED refresh cycles come to mind)
you legitimize the current process-circuiting models, like the JIEDDO and REF, and build
a range of mechanisms of progressively longer threat cycles. The threat time should not
just consist solely of the cycle time, but also be domain specific (cyber would have a short
cycle time as opposed to the cycle of tactical fighters or surface combatants).

Major domains such as space or cyber could be given general cycle times with the intent
that they will be discarded after a shorter number of years. In the space program, for in-
stance, there are large redundancies and “space qualified” equipment routinely lasts 15-20
years—yet what we really need is the ability to refresh the technology more frequently. The
mindset that we are building for forever needs to change. Perhaps, some systems need
only be made to last 5 years, suggesting a far shorter cycle time for replacement.

Recent upgrades to the JCIDS process begin to account for the need for flexibility and
velocity in the requirements determination process. Our criticisms have not been on the
“how” of that part of the system, but on the “who and when,” as discussed in Chapter 2.

The procurement of IT may require a different set of rules altogether. The Defense Sci-
ence Board concluded that a new acquisition process modeled on commercial practices
should be developed. They indicate that such an IT acquisition process should be agile
and “geared to delivering meaningful increments of capability in approximately 18 months
or less.”®

We also believe that there is enough flexibility in the 5000-series documents to oper-

ate acquisition processes of varying threat-response cycles simultaneously. The deterrent
to doing so is the culture and organizational arrangements that make the bureaucracy a
slave to process. Regulatory bodies make for less time working and more time reporting.
The oversight layers in the Defense Department need to be reduced and oversight burden
shifted to Congress and related domains.

The least flexible part of the system is probably the PPBES. As we begin to shift away from
the wartime procedure of funding near-term requirements and reset within supplemental
appropriations, toward including these necessities in the base budget, the PPBES will have
to accommodate a tailored approach that realigns the acquisition process to match threat
cycles and management of domains.

Sustain development planning capabilities throughout a system’s life to permit peri-
odic insertion of new technology. Related systems engineering capabilities should
be consolidated in the Services and resident in the program offices throughout the
system life cycle. (Implementing Action E-2)

Development planning is a continuous process throughout the entire life cycle of a system.
We have already made a case for reconstituting systems engineering and development plan-
ning capabilities to reconcile potential requirements-technology-resources mismatches early

“[The Rapid Equipping

Force] provides a great
model for how we might
improve the effectiveness
and efficiency of the cur-
rent procurement system
in the future. Rather than
waiting seven years for
95 percent solutions,

we should work to get
capabilities out to the
warfighter as quickly as
possible”

— General Peter Chiarelli,
USA
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in the process—preferably, pre-Milestone A. Such capabilities need to be established and
applied throughout the life of a program, as well. By doing so, they will complement and, to
a great extent, complete the goal of moving to a time-value acquisition process approach.

The value of maintaining a continuous systems engineering capability throughout the
program development cycle enables deep insight into maturity issues and reduces risk.
Technology that is not ready is discarded and the program’s capabilities are readjusted
accordingly—giving us, for example, the 70 percent solution, but on-time and on-cost.
Conversely, development planning can identify technical maturity tipping points, help-
ing to forecast when a technology can be put to use. This ability might allow additional
requirements to be added or permit a “block” upgrade program schedule to be employed.
“There is no one silver
bullet that will correct all Pevelopment planning should be bgsgc.i on the ri§k environment, size of the program,
threat cycle and domain of the acquisition. As with the requirements determination phase,
the Task Force believes that the development planning function should reside with the
military services so that expertise and knowledge can be institutionalized and transferred
from program to program.

of the DoD acquisition
problems. But I believe
that good systems engi-

neering coupled with ef-
8 Initiate Milestone B (Engineering and Manufacturing Development) only after: 1) the

fective development plan- need is firm; 2) the system concept is clear; 3) the necessary funds are likely to be

ning are the two most
important contributors to
successful acquisition.”

— Paul G. Kaminski, former

available throughout the proposed effort; and 4) the technology is proven. Do not
enter serial production until operational testing is satisfactorily completed, including
reliability demonstration. (Implementing Action E-3)

Establish major program milestones and measures of success and approve advance-
ment past milestones only when such measures are satisfied. Systems tests normally

should not begin until key component tests have been satisfactorily completed; and
low-rate initial production normally should not be initiated until key systems tests
have been satisfactorily completed. Whenever feasible, properly monitored devel-
opment tests should be used to augment operational tests in order to reduce costly,
redundant testing. (Implementing Action E-4)

USD (AT&L)

Reinforce reliability as a bona fide performance parameter as current regulation re-
quires. Reliability should be considered to be on a par with such performance pa-
rameters as range, payload, accuracy, etc. This will demand substantial component
environmental testing as well as extensive system tests. (Implementing Action E-5)

The current acquisition structure values performance over cost and schedule concerns.
Yet, the rush to get programs past the Milestone B phase—done mostly to get a program
fully-funded—has created a chokepoint where, instead of the tough technical maturity
decisions being made, programs move forward with unresolved performance risks and
less-than-objective cost projections. For example, in the past seven years the total acqui-
sition budget for all MDAPs has more than doubled from $783 billion to $1,702 billion.
About 44 percent of that growth ($410 billion) is attributed to program cost growth—essen-
tially “cost overruns”—as viewed from the standpoint of the overall acquisition enterprise.
However, 36 percent ($328 billion) comes from changes to program baselines—in other
words, “requirements creep.” The combination of these two factors consume money that
“otherwise could be used to increase quality/quantities of systems [that] war fighters need
now and in the future.”®’
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A key aspect of restoring the development planning capability mentioned earlier is that it
imposes a “time-value of capability” standard at the creation of the system concept (pre-
Milestone A). The standard seeks concepts that can deliver initial operational capability
(I0C) within relatively short cycle times, thus avoiding the risk that of the system becoming
technically obsolete before deployment. Successful development programs that are timely
at I0C often provide platforms for adding further capabilities on successive cycles. Avoid-
ing excessive cycle times also precludes the temptation to add new emerging technologies
and requirements leading to further increase in the development cycle.®?

The current process of requiring program certifications at various milestones attempts to
force the tough decisions that need to be made, but all too often its effect is to hold up the
entire program over a technical shortcoming in one area while other areas could conceiv-
ably have proceeded into the next phase.*® Certification regimes have to be reasonably
flexible based on the overall effect their strict enforcement would have on the program.

Delegate primary responsibility for the execution of a project to the Program Manager,
subject to periodic review by a highly limited number of senior officials within the
chain of command. (Implementing Action E-6)

Amend Goldwater-Nichols legislation to reinstate the Service Chiefs in the chain
of responsibility for executive management of acquisition programs. (Implementing
Action E-7)

Grant authority to the appropriate configuration steering board to modify require-
ments, as appropriate, when new information becomes available during development.
The intent of this recommendation is to adapt requirements to evolving realities, not
to open the floodgates to an avalanche of additional requirements. (Implementing
Action E-8

Provide resources to deal with contingencies. Funding reserves should be provided
in all program plans, sized according to the risks entailed. Backup technical ap-
proaches should be provided for risky components, and plans should be prepared
for the identification, amelioration and monitoring of program risks. (Implementing
Action E-9)

Maintain program stability: minimize changes to requirements, funding, schedule
and personnel. Fund programs incrementally from major milestone to major mile-
stone rather than on a year-by-year basis. (Implementing Action E-10)

If we accept the Milestone B decision point as the “make or break” event in a program’s
life cycle, then the Task Force believes that better oversight of the Engineering and Manu-
facturing Development Phase has to be employed. Program Managers have few defenses
against users adding requirements here. The current use of configuration steering boards
is to be commended. However, this is an area where incentives have to be developed to
hold to schedule and cost.

The preference should be to award resources to programs that are performing well against
their schedule and cost goals. More “off-ramps” need to be provided during this phase so
that program characteristics and capabilities can be re-adjudicated based on the develop-
ment planning assessments. It is also at this point that industry needs to work closely with
program management to ensure that objectives and expectations are aligned.

“...the Service Chiefs
should have primary
responsibility for acquisi-
tion management and the
execution of acquisition
programs. Holding the
Service Chiefs...
responsible for both
resource allocation and
acquisition should...
clarify responsibilities
and [increase] the Chiefs’
incentives to reduce pro-

gram instability”

—CSIS, Beyond Goldwater-
Nichols Phase 2 Report
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“It is critically important
for DoD to articulate a
National Security Indus-
trial Vision and to: adopt
government policies to
implement the Vision,
structure incentives for
industry to achieve the
Vision, and monitor on-
going industrial dynamics
to ensure its realization.”

—Defense Science Board,
Creating an Effective Na-
tional Security Industrial
Base for the 21st Century

“Successful acquisition
requires a stable environ-
ment of trust and
confidence between
government and an
industrial base that is
responsive and healthy.”

—Defense Acquisition Per-
formance Assessment
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Returning the Service Chiefs to their pre-Goldwater-Nichols roles will align responsibility
and accountability to this crucial phase of the acquisition system.

Maintain competition among industry suppliers to the greatest extent possible—rec-
ognizing that in a few cases (e.g., small buys of items requiring major tooling expense)
competition may be inappropriate. Under the latter circumstances it may still be pos-
sible to compete for components or subsystems. When conducting competitions, past
performance and capability should be important considerations, particularly as they
relate to specific individuals assigned to the project at hand. Independent (of both the
contractor and the project office) government-performed cost assessments should be
generated to accompany all contractor proposals. (Implementing Action E-11)

Use, as current law provides, appropriate contract types for all acquisition pursuits:
fixed price instruments for work whose scope is well-defined and cost-reimbursable
instruments (including incentive- and award-fee types) for work that cannot be pre-
cisely defined, such as research and development. Multi-year fixed-price contracts
should be used for production procurements to the greatest extent possible but only
after a proven data package is available. (Implementing Action E-12)

Continually assess adequacy of the future defense industrial base and take appropri-
ate actions to maintain its ability to support the nation’s military needs. (Implement-
ing Action E-13)

The changing shape of resource allocation also affects the supplier base. A competitive
defense industrial base needs to be the goal of any meaningful contract and financial
policy change. The direction of recent changes in government policy in these areas is
not encouraging. Contract incentives and award fees have been cut, certain pass-through
charges have been renegotiated, and several overhead categories disallowed.®*

A recent special report from the Aerospace Industries Association asserts that “the U.S.
aerospace and defense industry must be able to earn a fair and reasonable profit in the
defense marketplace in order to attract capital and skilled employees and provide competi-
tive returns to investors.”®> We agree, and for a compelling reason: For the technologi-
cally sophisticated systems that the Pentagon procures, no other source exists outside of a
healthy domestic market.

Recent deliberations over the expanded use of fixed-priced contracts should be a cause
for concern. Testifying before the Senate Armed Services Committee, former DoD
procurement chiefs Jacques Gansler and Paul Kaminski noted that the use of fixed-price
contracts in developmental programs where cost and schedule are uncertain is not always
in the government’s best interest.®® The Task Force asserts that under those circumstances
it is never in the government’s best interests if it seeks reliable contractors and reasonable
prices.

It is reasonable for DoD incentives policies to reward performance and allow industry

to earn a fair return on its investment. At the same time, industry should expect to pay a
financial penalty for poor performance on its part. The choice of contract type should de-
pend on the maturity of the program and the amount of remaining risk. At times it seems
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as if DoD contracting policies seek to shift the entire risk to the contractor. This is not only
illogical, but, taken to its conclusion, would drive industry out of the defense business—
clearly not an option we should wish to seriously pursue.

Instead, Congress and the Department should recognize that in some areas—research and
development, for example—they should attempt to leverage the incentives that are avail-
able in cost-plus acquisition contracts. Fixed-price contracts become attractive when there
is stability and technical maturity in the design and the validated requirements and specifi-
cations permit the contractor and the government to establish a reasonable fixed price.

“[W]e raised to highest
priority the ‘gunsmith-

ing’ of the acquisition
process, but we lost the
‘marksmanship’ of pur-
pose—what are we trying
to accomplish?”

—John Hamre, former
DEPSECDEF
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CONCLUSION

Seeking value for money
and existing to satisfy the
customer ...translate as
reconciling strategy with
resources and focus-

ing, within current and
expected resource levels,
on the war fighter as

customer.
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Throughout the assessment we chose to view acquisition outcomes in three baskets: 1)
those that are relatively easily made but produce marginal improvements to current prac-
tices; 2) those that are more difficult to make but lead to a substantively improved acquisi-
tion process; and 3) those that would result in the best system we know how to produce
but would be very difficult to implement. We began by defining “principles for successful
acquisition outcomes” in the current enterprise and, in the forgoing chapters, suggested
possible ways forward for the major stakeholders to consider. While there are many
business examples on how to use best practices to improve cultural and organizational
relationships, the unique nature of the defense acquisition enterprise means that some
issues don't yield easily to business solutions. Therefore, we did not attempt to force-fit a
business best practice (except where a business solution fell readily to hand). Instead we
chose to observe, from our perspective, certain key areas and their shortcomings, and, in
most cases, propose solutions suggested in earlier studies and reports.

We take as the enterprise’s overriding challenge the need to return the acquisition pro-
cess to organizational equilibrium. This will require aligning the interests of all enterprise
stakeholders—meaning, in specific reference to defense acquisition, establishing a process
built on two basic best practices from the business community: seeking value for money
and existing to satisfy the customer. In “Pentagonese” these translate as reconciling strat-
egy with resources and focusing, within current and expected resource levels, on the war
fighter as customer.

Congress in its constitutional role to raise and support an army and navy, et seq., sets

the expectations and tone for the entire enterprise—and must be at the forefront of any
change. The acquisition enterprise must with common purpose rigorously follow the regu-
lations and policies established either by law or sense of Congress.

The Task Force believes implementing its recommendations will lead to fundamental
changes in the way the enterprise acquires defense goods and services. The Task Force
urges Congress to adhere to the principles we have defined and vigorously pursue its over-
sight of the process to ensure that it embeds and promotes the equities of all members of
the enterprise and, above all, serves the needs of the war fighter.

The stakeholders, to reiterate, are the branches of the government—with particular focus
on the Congress—the private sector (both as support contractor and as seller) and the
large cast of external advocates and critics, from associations and public interest groups
to FFRDCs, think tanks and academia. With Congress and the Defense Department at the
forefront, it is their charge to change the fundamentals.

In conclusion, we return to David Packard’s rallying cry: “We all know what needs to be
done. The question is why aren’t we doing it?”
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APPENDIX A — TASK FORCE CHARTER

OCTOBER 2008
CHARTER

BENS Task Force on Acquisition Law and Oversight: Business Executives for National Secu-
rity has formed a Task Force to review the defense acquisition system and recommend to the
Congress and U.S. Government steps to systematically reform the governance and oversight
of the process. Congress, through their body of law and oversight capacity, has shaped the
regulatory framework and culture of defense acquisition. As a critical component of national
security, an efficient, affordable acquisition system enables the military’s ability to restore
and improve its capabilities. The time to fix the process is short as unprecedented near-term
fiscal challenges will strain the nation’s resources available to develop and procure the major
weapons systems over the next 30 years in the Department’s proposed $1.6 trillion acquisi-
tion portfolio.

Task Force membership is comprised of senior business leaders, and former and military
government professionals. Business leaders bring to bear an understanding of organization
and best business practices; while those experienced in government recognize the legal and
regulatory environment in which the acquisition system must operate.

BENS: For more than 25 years, Business Executives for National Security has served as the pri-
mary channel through which senior executives can help build a more secure America. BENS

is a national, non-partisan, non-profit organization that harnesses successful business models

from the private sector to help strengthen the nation’s security.

Scope: The Task Force will focus on the past two decades of accumulated acquisition system
processes and the consequences—intentional and unintended—as antecedents of today’s
practices where the process—not the war fighter— has become the client of the system. The
review will examine causal factors: law; regulation; policy; actions; the culture within the
Department; and, the organizational structure in each segment of the congressional-defense-
industrial base triangle.

Process and final report: The Task Force will analyze findings from past studies to recom-
mend reforms that will enable an improved focus upon the war fighter as customer. It will
investigate the application of best business practices to ensure capabilities delivered to the
war fighter are timely and within cost, integration of the requirements determination and
acquisition processes, and enhancements to defense acquisition workforce strategies. The
Task Force will propose process changes that will harness the value inherent in an acquisition
system prescribed in law while ensuring public accountability, and will offer policy recom-
mendations to improve oversight and organizational relationships of all stakeholders.

Timing: The Task Force intends to complete work within approximately 90 days from the start
date, with an additional period to circulate its draft recommendations widely throughout the
defense acquisition community in anticipation of constructive feedback. Members of the Task
Force may revisit the target audience at additional 60-90 day intervals as new administration
and congressional officials begin their roles in government.
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APPENDIX B — TASK FORCE MEMBER BIOGRAPHIES, ADVISORS AND STAFF

TASK FORCE

Norman R. Augustine (Chairman)

Norman R. Augustine is the former chairman and CEO of the Lockheed Martin Corporation. He
served as Assistant Secretary of the Army, Under Secretary of the Army, and Acting Secretary of the
Army and received the Defense Department’s civilian Distinguished Service Medal five times. He
was CEO and chairman of Martin Marietta Corporation; Vice President, Advanced Programs and
Marketing at LTV Missiles and Space Company; and served in the Office of the Secretary of Defense
as Assistant Director of Defense Research and Engineering. He is a member of the guiding coalition
of the Project on National Security Reform and the Advisory Board to the Department of Homeland
Security, and was a member of the Hart/Rudman Commission on National Security.

The Honorable Gary W. Hart (Vice Chairman)

Since retiring from the United States Senate, Gary Hart has been a strategic advisor to major U.S. cor-
porations and a teacher, author and lecturer. He is currently Scholar in Residence at the University of
Colorado and Distinguished Fellow at the New America Foundation. He was recently named chair-
man of the Council for a Livable World and is chairman of the American Security Project. Senator
Hart is currently a member of the National Academy of Sciences task force on Science and Security.
During his 12 years in the Senate, he served on the Armed Services Committee.

The Honorable Warren B. Rudman (Vice Chairman)

Warren Rudman is Co-Chairman of Stonebridge International, where he provides clients with stra-
tegic advice on business development, risk assessment and solving corporate problems worldwide.
He previously served two terms in the U.S. Senate representing New Hampshire, was Chairman

of the President’s Foreign Intelligence Advisory Board during the Clinton Administration and was
Co-Chair of the U.S. Commission on National Security, which called for a department of homeland
security six months prior to the 9/11 attack.

The Honorable Edward C. “Pete” Aldridge Jr.

As Undersecretary of Defense for Acquisition, Technology, and Logistics from May 2001 to May
2003, Edward C. “Pete” Aldridge Jr. oversaw the Department of Defense’s contract decision-making
process. He is a member of the Board of Directors at Lockheed Martin. He has served as President
and Chief Executive Officer of The Aerospace Corporation; President of the McDonnell Douglas Elec-
tronic Systems Company; Secretary of the Air Force; Under Secretary of the Air Force; and director of
Global Crossing Ltd. and Alion Science and Technology Corporation.

The Honorable Michael ). Bayer

Michael J. Bayer is the President and CEO of Dumbarton Strategies, Washington, D.C., a provider
of strategic planning and merger and acquisition counsel. Mr. Bayer also serves as the Chairman of
the Defense Business Board, and is a member of the Sandia National Laboratory’s National Security
Advisory Panel, the Defense Science Board and the Chief of Naval Operations Executive Panel.
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Raphael Benaroya*

Raphael Benaroya is Managing Director of Biltmore Capital Group, LLC., a financial company which
invests in secured debt and Managing Director of American Licensing Group, L.P., a company spe-
cializing in consumer goods brand name licensing. He is an advisor to D.E. Shaw & Co., L.P,, a pri-
vate investment fund and Chairman of Russ Berrie and Company (NYSE). Mr. Benaroya was Founder,
Chairman and Chief Executive Officer of United Retail Group, Inc. (NASDAQ), which operated 500
stores until it was recently sold to a French retail conglomerate. Mr. Benaroya is Vice Chairman of
Business Executives for National Security (BENS).

Denis A. Bovin*

Denis A. Bovin is Co-Chairman and Co-CEO of Stone Key Partners LLC, a strategic and financial
advisory investment bank. Prior to forming Stone Key Partners, Mr. Bovin was Vice Chairman —
Investment Banking, Senior Managing Director and Chairman of the Global Technology, Media and
Telecom Group at Bear Stearns & Co. Mr. Bovin had previously spent more than two decades at
Salomon Brothers, Inc., and headed that firm’s Investment Banking Corporate Coverage and Capital
Markets Divisions.

General Charles G. Boyd, USAF (Ret.)* (ex officio)

General Charles G. Boyd, U.S. Air Force (Ret.), is president and chief executive officer of Business
Executives for National Security (BENS). Before joining BENS, he served as senior vice president and
Washington program director of the Council on Foreign Relations. Following his 35 years active duty
service, he served as the Director, 21st Century International Legislators Project for the Congressional
Institute, Inc. and strategy consultant to then Speaker of the House Newt Gingrich. In 1998 he served
as executive director of the Hart-Rudman National Security Commission.

Admiral Vernon E. Clark, USN (Ret.)

Admiral Clark operates a private management consulting company, CVC Associates, and serves as
a member of the Board of Directors of Raytheon Company, Rolls Royce North America, Stanford
Research Institute and the Armed Forces YMCA. Admiral Clark retired in 2005 after completing the
Navy’s second-longest tenure as Chief of Naval Operations (CNO). He served aboard naval destroy-
ers and commanded the Carl Vinson Battle Group/Cruiser Destroyer Group Three, the Second Fleet,
and the Atlantic Fleet.

Mark J. Gerencser*

Mark J. Gerencser, a Senior Vice President at Booz Allen Hamilton, has led the firm’s Global Govern-
ment business and has served on its Board of Directors. He has spent more than 27 years addressing
National Security and Homeland Security issues, including, terrorism, weapons of mass destruction,
critical infrastructure protection, and cyber. He also created the commercial Enterprise Resilience
Practice for clients in the consumer, financial services, energy and healthcare industries. He now
advises government, private, non-profit sectors and academia on how to create “megacommunities”
to address complex problems in energy, environment and transportation.
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Admiral Edmund P. Giambastiani, USN (Ret.)

Edmund P. Giambastiani, Jr., is Director of SRA International and chairman of the board of direc-
tors for Alenia North America, Inc., and non-executive director at QinetiQ Group. In 2007, Adm.
Giambastiani retired from the United States Navy after 41 years of service. Between 2005 and 2007,
he was the second-highest ranking military officer in the United States, serving as the seventh Vice
Chairman of the Joint Chiefs of Staff. His distinguished naval career included assignments as Special
Assistant to the CIA's Deputy Director for Intelligence; Senior Military Assistant to the United States
Defense Secretary; and Commander of United States Joint Forces Command. He also served as
NATO's first Supreme Allied Commander Transformation.

The Honorable Jamie S. Gorelick

Jamie S. Gorelick is Chair of the Public Policy and Strategy Practice Group and Co-Chair of the De-
fense, National Security and Government Contracts Practice Group at WilmerHale. Previously, Ms.
Gorelick was one of the longest serving Deputy Attorneys General of the United States. Ms. Gorelick
has also served as General Counsel at the Department of Defense. She was a member of the 9/11
Commission; the CIA’s National Security Advisory Panel; President Bush’s Review of Intelligence
Committee; and co-chair of President Clinton’s Advisory Committee to the Presidential Commission
on Critical Infrastructure Protection.

The Honorable Dr. John Hamre

John Hamre was elected Center for Strategic and International Studies president and CEO in Janu-
ary 2000. Before joining CSIS, he served as the 26th U.S. Deputy Secretary of Defense. Prior to that

, he served as undersecretary of defense (comptroller). In 2007, Secretary of Defense Robert Gates
appointed Dr. Hamre to serve as chairman of the Defense Policy Board. Before serving in the Depart-
ment of Defense, Dr. Hamre worked for 10 years as a professional staff member of the Senate Armed
Services Committee. During that time, he was primarily responsible for the oversight and evaluation
of procurement, research, and development programs, defense budget issues, and relations with the
Senate Appropriations Committee.

Dr. Paul G. Kaminski

Dr. Paul G. Kaminski is Chairman and CEO of Technovation, Inc., an advanced technology consult-
ing company. He is Chairman of the Boards of RAND, Exostar, and HRL, and serves on the boards of
General Dynamics, Bay Microsystems, and CoVant Technology. He serves on the FBI Director’s Ad-
visory Board, the Defense Science Board, and the Senate Select Committee on Intelligence Technical
Advisory Board. He served as the Under Secretary of Defense for Acquisition and Technology from
1994 to 1997. Prior to that he was Chairman and CEO of Technology Strategies & Alliances, and be-
fore that served as an Air Force officer for 20 years, where he was involved in program management
of several advanced technology programs including a National Reconnaissance Satellite program and
stealth programs including the F-117 and B-2.

Kent Kresa

Kent Kresa is currently the Interim Chairman of General Motors. He was previously a Senior Advi-
sor to the Carlyle Group’s aerospace and defense group and CEO and Chairman of the Board of
Directors of Northrop Grumman Corporation. Prior to joining Northrop Grumman, Mr. Kresa served
with the Defense Advanced Research Projects Agency, where he was responsible for broad, applied
research and development programs in the tactical and strategic defense arena.
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Ramon P. Marks*

Ramon Marks is a partner in the New York office of Arnold & Porter LLP with over 30 years of experi-
ence representing and counseling a diverse group of American, European, and Japanese clients on
varied matters including complex litigation, major regulatory investigations, and international cor-
porate transactions. In recent years, he has been involved with federal and state investigations, and
related lawsuits in the mutual fund and insurance industries. He has frequently counseled foreign
clients and government organizations on trade and national security law issues and has testified
before Congress on trade sanctions.

General Gregory S. Martin, USAF (Ret.)

General Gregory S. Martin retired from the United States Air Force in 2005 after thirty-five years of
active commissioned service. He was the Commander of the Air Force Materiel Command, where

he commanded nearly 80,000 personnel who are charged with the responsibility for the Air Force
Science and Technology, Acquisition Support, Test and Evaluation and Weapons Systems Sustain-
ment and Logistics missions. Prior to that assignment he was the Commander of the United States Air
Forces Europe. Since retiring, General Martin has been a Senior Mentor with the Joint Forces Com-
mand. He is Chairman of the Durango Group, the MITRE Air Force Advisory Board, and the National
Academies Air Force Studies Board.

Christopher C. Melton Sr.*

Christopher C. Melton Sr. is a co-founding Partner of The White Oak Group and currently serves as
Co-Chairman, Finance and Operations for Dataline, Inc. He also served as Vice Chairman of Finance
and Operations for DataPath, Inc. Prior to the founding of White Oak, he was Chief Executive Officer
of CNP, Inc., a business-to-business technology and service provider. Prior to his post at CNP, he was
CEO of Amplified Holdings, a leading provider of digital technology to the retail and media indus-
tries. Mr. Melton is a member of the Board of Directors of Business Executives for National Security.

John P. Morgridge*

John P. Morgridge is Chairman Emeritus of Cisco. Morgridge joined Cisco in 1988 as President and
CEO, and grew the company from $5 million to more than $1 billion in sales and from 34 to more
than 2,250 employees. In 1990 he took Cisco public, in 1995 was appointed chairman, and in 2006
became chairman emeritus. He teaches management at Stanford University’s Graduate School of
Business and serves on its School of Business Advisory Council. In 1996, he received Stanford’s Ar-
buckle Award for excellence in management leadership. Morgridge serves on the Board of Directors
of Business Executives for National Security.

Arnold L. Punaro

Arnold Punaro is Executive Vice President for Science Applications International Corporation (SAIC),
which he joined in 1997. He worked on Capitol Hill for 24 years for Senator Sam Nunn, serving

as his staff director of the Senate Armed Services Committee for 14 years. He chaired the Defense
Reform Task Force for then Secretary of Defense William Cohen (1997), was a member of the inde-
pendent commission assessing the Iraqi security forces (2007), and chaired the Commision on the
National Guard and Reserves (2006-2008). He is a retired Marine Corps Major General who served
as Commanding General of the 4th Marine Division (1997-2000) and Director of Reserve Affairs and
Headquarters Marine Corps during the post-9/11 peak reserve mobilization periods.
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General Dennis J. Reimer, USA (Ret.)

General Reimer served in the U.S. Army for 29 years, serving as vice chief of staff, commanding
general, U.S. Army Forces Command; and Chief of Staff. After retirement, Reimer served as director
of the Oklahoma City National Memorial Institute for the Prevention of Terrorism, testifying before
the Congressional Subcommitee on National Security, Emergency Threats and International Relations.
He has also served on the boards of Microvision, DRS Technologies, Plato Learning and Mutual of
America Life Insurance. General Reimer is currently on the Board of Directors for consulting firm
Detica, formerly DeticaDFl and DFI International.

Joseph E. Robert Jr.*

Joseph E. Robert Jr. is founder, Chairman and Chief Executive Officer of J.E. Robert Companies, one
of the world’s largest private commercial real estate investment and asset management firms. Found-
ed in 1981, J.E. Robert Companies, together with its financial and operating partners, has purchased
and managed approximately 15,000 assets totaling $28 billion across 17 countries. Mr. Robert is
Chairman of Business Executives for National Security, the US-UAE Business Council, Fight For Chil-
dren and the Washington Scholarship fund. He was awarded Honorary Doctorates from St. John’s
College and Mount Saint Mary’s University as well as the highest civilian honor from the President of
Colombia, La Orden de Boyaca.

Frank V. Sica*

Frank V. Sica is a Managing Partner at Tailwind Capital. From 1998 to 2005, Mr. Sica worked at
Soros Fund Management, LLC where he was responsible for private equity and real estate investment
activities. From 1981 to 1998 Mr. Sica worked at Morgan Stanley, where from 1988 to 1998 he was
a Managing Director in the Merchant Banking Division. Mr. Sica is a Director of CSG Systems, Inc.,
jetBlue Airways, Kohl’s Corporation, NorthStar Realty Finance Corporation and Safe Bulkers, Inc.

Frederick W. Smith

Frederick W. Smith is founder, chairman, president and chief executive officer of FedEx Corpora-
tion. Smith has served on the boards of several large public companies and the St. Jude Children’s
Research Hospital and Mayo Foundation Boards. He was formerly chairman of the Board of Gover-
nors for the International Air Transport Association and the U.S. Air Transport Association. Smith is a
member of the Business Roundtable and the CATO Institute and is co-chairman of the Energy Secu-
rity Leadership Council. He served as chairman of the U.S.-China Business Council and is the current
chairman of the French-American Business Council.

The Honorable Jeffrey H. Smith

Jeffrey Smith is a partner at Arnold & Porter LLP. Mr. Smith rejoined Arnold & Porter in 1996 after
serving as General Counsel of the Central Intelligence Agency. In May of 1993, Secretary of Defense
Perry appointed Mr. Smith to the Commission to Review the Roles and Missions of the Armed Ser-
vices. Previously, he chaired the Joint Security Commission to review security policy and practices in
the defense and intelligence communities. He also served as the Chief of the Clinton Administration
Transition Team at the Department of Defense. Mr. Smith has also served as the General Counsel of
the Senate Armed Services Committee. Prior to working for the Senate, he was the Assistant Legal
Adviser for Law Enforcement and Intelligence at the State Department.
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Robert K. Utley I11*

Robert Utley serves as Chairman of the Board and Chief Executive Officer for Inland American
Communities, a real estate ownership, development and property management firm with operations
nationwide. Utley is also the Chairman of the Board for The Utley Group, a privately controlled
enterprise active in investments in real estate and operating companies, and currently a principal in
numerous real estate partnerships and major shareholder in numerous other corporations. He is on
the Advisory Board and Vice Chair for the Development Board for The University of Texas at Arling-
ton. He is also a former Chairman of the Securities Board of the State of Texas and former Chairman
of the Higher Education Legislative Political Action Committee.

The Honorable David Walker

David Walker is currently President and CEO of the Peter G Peterson Foundation. As Comptroller Gen-
eral of the United States and head of the Government Accountability Office he served as the federal
government’s chief auditor. Prior to this, he served as a partner and global managing director of Arthur
Andersen LLP and in several government leadership positions, including as a Public Trustee for Social
Security and Medicare and as Assistant Secretary of Labor for Pension and Welfare Benefit Programs.
He is chairman of the United Nations Independent Audit Advisory Committee and also serves on the
boards of the Committee for a Responsible Federal Budget and the Partnership for Public Service.

Josh S. Weston*

Josh Weston was CEO and Chairman of ADP, the largest payroll and tax filing processor in the world.
He currently serves on the boards of Gentiva Health Services and J.Crew. His active pro bono boards
include Committee for Economic Development (CED), Business Executives for National Security
(BENS), Atlantic Health System (three hospitals), International Rescue Committee (IRC), Liberty
Science Center (N.J.), N.J. Performing Arts Center, United Nations Association, WNET/Channel 13
(public TV), and Yeshiva University. Mr. Weston received the BENS Eisenhower award in 1994.

ADVISORS

Peter Andrejev

Peter Andrejev has 30 years of professional experience supporting government acquisition programs
in the development of major defense, intelligence, and civilian systems and capabilities. As a Princi-
pal in Booz Allen Hamilton, he directs the firm’s Systems Engineering and Integration (SE&I) service
area. He was named the 2000 National Cost Estimator/ Analyst of the Year by the Society of Cost
Estimating and Analysis (SCEA) and currently serves as its Director of Certification.

Sandy Apgar

Sandy Apgar is a Senior Advisor on real estate to the Boston Consulting Group (BCG), a Senior
Scholar at the Woodrow Wilson Center, convener of the non-partisan Forum on Privatization and
Partnerships, and lead author of “The Promise of Public-Private Partnerships.” As Assistant Secretary
of the Army for Installations and Environment from 1998-2001, Mr. Apgar was responsible for mili-
tary infrastructure, and established the Army’s housing privatization program. His work includes the
introduction of acquisition and contract reforms, including competitive sourcing, request for qualifi-
cations, community development and management plans, and new venture funding.
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David J. Berteau

David J. Berteau is senior adviser and director of the Center for Strategic and International Studies
Defense-Industrial Initiatives Group, where he leads research related to the health and management
of the defense industrial base, including projects on defense acquisition reform. Mr. Berteau serves
on Defense Science Board task forces on the defense industrial structure and on integrating com-
mercial systems into defense. He also serves on the Secretary of the Army’s Commission on Army
Acquisition and Program Management in Expeditionary Operations.

The Honorable Claude M. Bolton Jr.

Claude M. Bolton Jr. served as the Assistant Secretary of the Army for Acquisition, Logistics and Tech-
nology (ASAALT) before becoming the Executive-In-Residence for the Defense Acquisition University
in January 2008. As ASAALT he was the Army Acquisition Executive, the Senior Procurement Execu-
tive, and the Science Advisor to the Secretary of the Army. Over more than thirty years of active
military service, he served as commander, Air Force Security Assistance Center; Program Executive
Officer for the Air Force fighter and bomber programs; and was the first Program Manager for the
Advance Tactical Fighter technologies program. He retired as a major general in the U.S. Air Force.

Pierre Chao

Pierre Chao is a non-resident senior associate with the Defense Industrial Initiatives Group at the
Center for Strategic & International Studies and Managing Partner at Renaissance Strategic Advisors.
He was a Senior Fellow at CSIS from 2003-2007. Before joining CSIS, he was a managing director
and senior aerospace/defense analyst at Credit Suisse First Boston, where he was responsible for fol-
lowing the U.S. and global aerospace/defense industry. He was a member of the 2005 Defense Sci-
ence Board (DSB) Summer Study (Assessment of Transformation), 2006 DSB Summer Study (Strategic
Technology Vectors), and the 2006/2007 DSB Task Force on the Health of the Defense Industry.

William J. Cooper

Mr. Cooper is an Associate with Booz Allen Hamilton’s Modeling, Simulation, Wargaming and
Analysis Team. He has directly supported the efforts of the Joint Staff J-8 in the development and
implementation of the process for identification, validation and approval of joint capabilities. He
has also worked with the Office of the Secretary of Defense Acquisition policy staff to synchronize
the acquisition and requirements processes. Over the last six years, he has worked with three Vice
Chairmen to identify ways to improve the requirements process. Mr. Cooper retired from the Air
Force in 2001 after 28 years of service.

Ronald T. Kadish

Ron Kadish is a vice president at Booz Allen Hamilton who specializes in support for the U.S. Air
Force, Department of Defense, and the National Aeronautics and Space Administration. Mr. Kadish
served as chairman of the Defense Acquisition Performance Assessment, a Federal Advisory Commis-
sion that examined the strengths and weaknesses of the defense acquisition process. Before he left
active duty, Mr. Kadish directed the DoD Missile Defense Agency, where he served as the acquisition
executive for all ballistic missile defense systems and programs. He also commanded the Electronic
Systems Center, which is the Air Force Acquisition Center for Command, Control, and Intelligence.
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Steven Myers

Mr. Myers has extensive experience in program management, systems engineering, and technol-

ogy development for U.S. government programs. He founded the competition management and
program support services firm SM&A and served as its Chairman & CEO for twenty-five years. He
grew the company to nearly $100 million in revenue and supported over 1,200 U.S. government
acquisitions with a total value of more than $340 Billion. Some notable programs include Joint Strike
Fighter, Future Combat Systems, National Missile Defense, Space Based Infrared System, Tomahawk
Cruise Missile, Milstar, International Space Station, Advanced Solid Rocket Motors, and US Visit. The
Company was sold in 2008. He is President & CEO of Dolphin Capital Holdings, which invests in
companies with innovative business strategies. He was recently named Chairman of the National
Security Task Force for the Pacific Council on International Policy.

Steven L. Schooner

Before joining the George Washington University Law School faculty in 1998, Professor Schooner
was the associate administrator for procurement law and legislation at the Office of Federal Procure-
ment Policy in the Office of Management and Budget. His scholarship focuses primarily on federal
government contract law and public procurement policy. He is the faculty adviser to the ABA's Public
Contract Law Journal and also serves on the Procurement Round Table and the advisory board of the
Government Contractor. He served as senior associate dean for academic affairs of the Law School
from 2006 to 2008.

Carol Staubach

Carol Staubach joined Booz Allen Hamilton as a principal focusing on the National Reconnaissance
Office (NRO) market, and later became vice president. She spent 33 years in the Central Intelli-
gence Agency, the last fifteen of which were on detail to the National Reconnaissance Office. Ms.
Staubach served as the Director, Advanced Systems and Technology (AS&T) where she managed the
NRO space technology research program.

Karen Wilson

Ms. Karen Wilson is the director of Acquisition Policy and Industrial Affairs with The Boeing Com-
pany. She has held a variety of acquisition, ethics, supply-chain, finance, and legal positions in the
government (Office of the Secretary of Defense and the Defense Logistics Agency) and in industry
(Honeywell International/AlliedSignal Aerospace, Hughes Aircraft Company, and TRW). She rep-
resents Boeing in a number of leadership positions with trade associations in pursuit of acquisition
excellence and is a frequent lecturer and author on government contract issues.

Christopher R. Yukins

Christopher R. Yukins is Associate Professor of Government Contracts Law and Co-Director of the
Government Procurement Law Program at George Washington University. He is counsel to the firm
Arnold & Porter LLP. He was for several years a trial attorney with the U.S. Department of Justice,
where he handled trials and appeals involving bid protests and contract claims against the U.S.
government. He teaches on government contract formations and performance issues, bid protests,
Contract Disputes Act litigation, and comparative issues in public procurement, and focuses espe-
cially on emerging public policy questions in U.S. procurement.
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APPENDIX C - APRELIMINARY PILOT STUDY: THE DEFENSE INFORMATION SYSTEMS
AGENCY COOPERATIVE REVIEW

In February 2008, with the encouragement of the then-Deputy Secretary of Defense, BENS, in cooperation with the
Defense Information Systems Agency (DISA) reviewed several procurements of an information technology (IT) capability
or service with a goal of identifying and quantifying legislative, regulatory, cultural and organizational impediments that
contribute to the breakdown in the overall acquisition system.®” DISA was a particularly apt target for this pilot project
because IT is a distinctly different subset of all the Pentagon’s procurements and because DISA operates in a joint environ-
ment managing acquisitions for all the military services.

We conducted a series of interviews with DISA and other officials seeking to identify specific procurement inefficiencies
from the perspective of the program manager. More than 20 acquisition process performance issues emerged from the
interviews, but five sources of instability in the acquisition process predominated:

e Application of acquisition law, regulation and policy

e Managing joint programs and reacting to Service-specific concerns
e Management flexibility vs. oversight

e Funding stability for joint-service programs

e Lack of ownership on part of oversight organizations

The take-away from that study was that, although the program managers we interviewed might be closest to the product or
service being procured, the instabilities in the acquisition process were the downstream consequences of actions reaching
back to Congressional intent and the law itself.

OBSERVATIONS FROM THE DISA COOPERATIVE REVIEW
Extrapolated from our DISA work, the following are observations about some of the proximate and ultimate contributors
to the shortcomings in the process. We find them broadly applicable to the entire enterprise.

1. LEGAL

Congress, in its deliberative process of compromise, has an inherent preference to leave terms undefined and provisions
unclear so that no one side’s solutions are precluded. The executive branch is thus put in a position of interpreting the
provision, often without legislative history to guide it. Further, some Congressional pronouncements exist only in “report
language” or “Sense of Congress” resolutions, which while not exactly law, precisely, are often implemented as if they had
such force.

Dating to the report of the President’s Blue Ribbon Commission on Defense Management (Packard Commission) in 1986,
there have been at least nine commissions and panels that have urged reform to the acquisition process. Starting with the
Federal Acquisition Streamlining Act of 1994, Congress sought to give DoD greater authorities over its acquisition system.
Other legislation and regulation followed: the Information Technology Management Reform Act of 1995, the Federal Ac-
quisition Reform Act of 1996, revisions to Part 15 of the Federal Acquisition Regulations in 1997, the Services Acquisition
Reform Act of 2003. The problem with these and subsequent items of legislation (Title VIII of the National Defense Au-
thorization Acts stretching back to 2004 have stipulated 301 individual constraints regarding acquisition policy, manage-
ment and related matters) is that reform-minded legislation is simply not practical because it attempts to impose uniform
requirements for acquisition programs, despite that fact that no two programs are alike.

Another complaint frequently made is that the Goldwater-Nichols Department of Defense Reorganization Act of 1986
(Public Law 99-433) needs to be re-examined with respect to the acquisition chain of command. Removing the Service
Chiefs from that chain is widely thought to have contributed to the “lack of ownership” problem that undermines sound
acquisition practices and encourages instability.
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2. REGULATORY

Prior regulatory changes have effectively elevated the “administration” of acquisition over the purposes of acquisition. In
the words of former Deputy Secretary of Defense John Hamre, “[W]e raised to highest priority the ‘gunsmithing’ of the
acquisition process, but we lost the ‘marksmanship” of purpose—what are we trying to accomplish?” Although the DoD
5000-series guidance was drastically compressed in the 2003 revision, the system remains process-driven and encrusted in
layers of regulatory and policy stricture.

In the 1990s, the end of the Cold War and the rise of technical innovation and excellence in the commercial private sector
encouraged the government to move to procurement of commercial items over items developed solely for the use of the
government. DoD Commercial Acquisition Policy received emphasis beginning in 2001, but the transition has been slow
and uneven. Much of the cause is traced to acquisition processes designed to procure hardware end-items, not cutting
edge, rapid turnover technology, which is more typically an information technology, software, subsystem or component
part.

One glaring shortcoming of today’s process is that while over 60 percent of procurement dollars go to the purchase of
services (and IT), the actual process is geared toward the procurement of major systems, the tellingly named Major De-
fense Acquisition Programs (MDAPs). The regulatory regime is not geared for, nor is the acquisition workforce adequately
trained in, procurement of services. This shortcoming is even more pronounced in the oversight and management of ser-
vice contracts, which are in increasing number being administered with non-organic contractor assistance.®

3. CULTURAL

An acquisition culture exists throughout DoD. Acquisition culture—here defined as the behavior of the participants in
the acquisition process in DoD, the Congress and industry—is an interaction of the participants rather than a method-
ological procedure. Deborah Frank writing in the Acquisition Review Quarterly, Summer 1997, describes it this way:
“Given this acquisition culture, participants operate within its formal and informal rules and expectations. Roles and
rules are defined; the importance of winning is understood. Program survival is intertwined with participants’ needs—
all participants. These include the military services and the Office of the Secretary of Defense (OSD), which feel a need
to perpetuate a mission; contractors, who want to sustain business and acquire profits; overseeing organizations, which
want to find and fix problems; Congress, which needs to satisfy the public (and individual members, their constituen-
cies); and program managers, who want to maintain or enhance their reputations. To further complicate the culture, the
short-term involvement of many participants encourages short term payoffs.” With regard to the latter, the author might
well have added “and encourages deferral of engaging looming problems.”

The environment into which any would-be acquisition reform is introduced is inescapably political. That said, Congress
must be a willing participant to fundamental reform, i.e., willing to relinquish several degrees of micromanagement and
willing to place itself into active oversight of the “process” instead of the “programs.”

A cultural derivative of the political environment is the relationship between buyer and provider, e.g., DoD and the
commercial/defense sectors keep each other at arm’s length and remain adversarial. Such a structure inhibits the free
flow of information and imposes a regulatory cost burden on industry to ensure compliance with the system’s rules.®

4. ORGANIZATIONAL

Large bureaucracies (although today’s acquisition workforce is smaller by historical standards™) are established in DoD
to administer the acquisition system. Such organizational arrangements create unbreakable “fiefdoms” that add to the
length of time it takes to make decisions and give rise to a risk-averse climate in which accountability is suppressed.

According to the Defense Acquisition Performance Assessment, organizational values, which may differ between pro-

cess owners and participants, often lead to incompatible behaviors. They point to unintended negative consequences of
organizational processes and practitioners operating independently of one another.
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If organizations are the process owners, concerned with regulatory compliance, cost, schedule, program control and
oversight, they must contend also with other participants—both inside and outside the organization—who have different
goals and values. On the inside, the workforce may be interested from a personal standpoint in stability, gaining skills,
experience, job satisfaction and promotion. Their outside industrial partners have corporate interests at heart: survival,

growth, predictability, stockholder value.
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APPENDIX D — SYNOPSES OF RECOMMENDATIONS FROM PREVIOUS STUDIES, ANALYSES,
COMMISSIONS AND REPORTS

There have been numerous blue ribbon panels, commissions, task forces, studies, investigations, articles, reviews, and
books published on virtually every aspect of the acquisition process. These selected studies highlight aspects of importance
to this Task Force and provide a starting point for discussion. The selected studies are:

The 1986 Packard Commission

The 1992 GAO Report on Weapons Acquisition

The 1993 Report of the Acquisition Law Advisory Panel

The 2004 CSIS Beyond Goldwater-Nichols Phase | study

The 2005 CSIS Beyond Goldwater-Nichols Phase Il study

The 2006 Defense Acquisition Performance Assessment

The 2007 Expeditionary Contracting Study

The 2008 CSIS Beyond Goldwater-Nichols Phase 4 study: Invigorating Defense Governance

The 2008 GAO report on the DoD Requirements Process

e Nk N =

1. “A Formula for Action: A Report to the President on Defense Acquisition” The President’s Blue Ribbon Commission
on Defense Management was published in April 1986. Informally known as the Packard Commission, it was established
by the executive order of President Reagan partly in response to the public’s shaken confidence in the effectiveness of
the acquisition system. Its goal was to examine the bulk of the Pentagon’s defense management policies and procedures,
including budget processes, the procurement system, legislative oversight, and the leadership structure of the Defense
Department, in order to provide recommendations that would help improve the effectiveness and stability of resource al-
location for defense.

The Packard Report outlines basic problems with the defense acquisition system that are deeply entrenched and have
developed over several decades in an increasingly bureaucratic and overregulated process. While the commission notes
that these problems are usually not due to outright fraud or dishonesty, there were a number of frequently recurring issues
in the majority of cases examined that demonstrated a larger set of underlying problems with the entire system. It should
be noted that the commission only investigated major weapons systems as they would yield the largest cost savings figures
should more effective policies be put in place.

Packard’s Overview of the Acquisition Process. Describing what most experts have come to agree are common systemic
problems in the acquisition process, the process begins with the establishment of “military requirements” for a new weap-
on before development begins. Establishing the need for this (weapon) system is usually accomplished through concepts
known as user pull and technology push, where users (including the Services) either “consider” future equipment specs
relative to current capabilities or outright push for the adoption of new technology. Both of these methods increase the
phenomenon known as “goldplating,” or the inclusion of desirable features that are not worth the extra cost. A small team
is then assembled to define a weapon system to meet these requirements and “market” it to the government; and, with
funding approved, the Defense Department program team is enlarged and provides detailed specifications in preparation
for the Pentagon to invite industry to bid on the program.

Though competitive proposals from contractors may expose various technical problems, the report observes that this

all takes place in an environment that discourages deviating from established specifications, creating a situation where
tradeoffs between performance and cost are not considered. The result is that the participant with the most “optimistic”
bid in terms of cost is awarded the contract, which tends to be negotiated on a firm, fixed-price basis. Once a successful
bidder is chosen, the program is launched by DoD, where it is subject to changes and revisions based on pressure exerted
by special interest groups on the program managers. While trying to balance these competing demands, program manag-
ers must also “sell” the program to Service leaders, OSD, and Congressional committees and subcommittees, a process
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made more difficult by contractor advocacy groups. These pressures may cause the program manager to spend most of his
time briefing his program, as opposed to actually managing and providing oversight over it.

Between a lack of accountability for costs, performance, and schedule at any level as well as an increasingly beleaguered
professional managerial class, the commission notes that the defense acquisition system in the United States faces a num-
ber of systemic problems that must be fixed.

Legislative Recommendations. Congress should create (by statute) a new position of Under Secretary of Defense (Acqui-
sition) and authorize a Level Il appointment in OSD. This new USD would have solid industrial expertise and full-time
responsibility over the entire defense acquisition system, including supervising the planning and performance of new
projects. The Army, Navy and Air Force should each establish a comparable senior position filled by a top-level civilian
Presidential appointee. These “Service Acquisition Executives” should appoint a number of Program Executive Officers
responsible for a reasonable and defined number of acquisition programs.

In terms of workforce, the Defense Department should substantially reduce the number of acquisition personnel to stream-
line lines of authority and cut red tape. Concurrently, federal law should establish expertise requirements and the educa-
tion opportunities for all civilian contractors and civilian acquisition personnel. Lastly, federal laws governing procure-
ment should be re-codified into a single, greatly simplified statute applicable government-wide.

Regulatory Recommendations. DoD should use regulatory means to enhance program stability in two fundamental ways.
First, the Pentagon should fully institutionalize “baselining” for major weapon systems at the initiation of full-scale engi-
neering development. Second, both DoD and Congress should expand the use of multi-year procurement for high-priority
systems. Additionally, federal law and DoD regulations should provide for substantially increased use of commercial-style
competition, emphasizing quality and established performance as well as price. This will not only attract qualified suppli-
ers and secure quality product performance at lower prices, but it will also address the Pentagon’s penchant for focusing too
much on how the manufacturing process is done rather than quality control.

Cultural Recommendations. Beginning with the establishment of “military requirements” and onward, there is a clear lack
of substantive involvement by those who properly understand cost, schedule, and performance implications relative to
proposed technical requirements or changes added to them. From assessing the adequacy of weapons to defining system
specs to negotiated development contracts, possible trade-offs based on cost and performance are routinely ignored in
favor of maintaining the status quo. This ultimately leads to a lack of effective management over these programs. Program
Managers, unable to balance competing demands from special interest advocates, the Pentagon, and Congress, inevitably
become a class of “supplicants” for these programs as opposed to managers. This results in a lack of conditioning and
specialized training among managers to look for inconsistencies between performance, schedule, and authorized funding,
resulting in a high number of cost overruns.

DoD should increase its use of technology and reliance on private industry. High priority should be put on building and
testing prototype systems to demonstrate new technology and provide a basis for realistic cost estimates prior to a full-scale
development decision. This should be done with all weapon systems, as the only consistently reliable way to get informa-
tion regarding performance is by using prototypes that embody new technology. Operational testing and research and
development should employ extensive informal competition with streamlined processes. The Defense Advanced Research
Projects Agency (DARPA) should engage in prototyping and other work on joint programs and in areas not adequately
emphasized by the Services.

DoD should make greater use of components, systems, and services available “off the shelf” in private industry. New or cus-
tom-made items should only be developed when they are not readily available or adequate to meet military requirements.

Organizational Recommendations. Emphasis is placed on balancing cost and performance and enhancing the quality of
acquisition personnel. Per the former, the report calls for a restructured Joint Requirements and Management Board (JRMB)
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co-chaired by the recommended USD for Acquisition and the Vice Chairman of the Joint Chiefs. The JRMB should define
weapon requirements for development providing an early trade-off between cost and performance. Through this restruc-
turing, the JRMB can make decisions on whether or not full-scale development on programs would be initiated, thus
ultimately making it responsible for “affordability” or “make-or-buy” programs.

In addition, DoD needs to attract and retain high-caliber professionals for its acquisition program. Improvements should
be made in the senior-level appointment system, and the Secretary of Defense should have increased authority to establish
flexible personnel management policies necessary to improve defense acquisition. Comparable improvements are also
needed for middle management and line personnel as well as a higher pay and a career mobility management system.

2. The General Accounting Office (GAO) released its seminal report, Weapons Acquisition: A Rare Opportunity for Last-
ing Change (GAO/NSIAD-93-15), in December 1992 shortly after the fall of the Soviet Union. GAO identified two of the
most prevalent factors needing to be addressed in the defense acquisition process: program cost increases and schedule
delays. GAO points out that cost and schedule estimates are interdependent, reinforcing each other and possibly disrupt-
ing the efficiency of the acquisitions process. A schedule delay, assuming program scope is not reduced, will likely drive
program cost up. Likewise, a cost increase will likely prolong a program schedule, unless more money becomes available.
The report stressed two underlying causes of these problems: cultural and organizational.

Culture is described as the collective patterns of behavior exhibited by the participants in the acquisition process as well as
the incentives for that behavior. Participants include the various components of the Department of Defense, Congress, in-
dustry, and critics. Cultural factors do much to explain why problems are so resilient and go beyond issues such as techni-
cal risks, estimation errors, and oversight shortcomings. The acquisition culture has become an environment that promotes
“selling” programs and includes behavior fraught with unfounded optimism and parochialism. Program sponsors often lack
the incentives to present objective risk assessments, report realistic cost estimates, or perform thorough tests of prototypes
when such measures run the risk of exposing programs to disruption, deferral, or even cancellation. As a result there is an
unacceptable level of cost growth, performance problems, and schedule delays. In this sense, acquisition system problems
are the collective responsibility of all the participants.

Cultural Recommendations. Cultural changes must be directed at the system of incentives that has become self-sustain-
ing. Incentives must motivate the participants to produce better program outcomes by emphasizing program affordability
over program survival. One suggestion is to reward program managers for being forthright about program alternatives,
costs, and risks; parochialism and undue optimism should be penalized. A collective effort must be made on behalf of the
acquisition participants, especially within DOD and Congress because it is their actions that dictate the incentives that
drive the process.

An additional, exacerbating factor is that of turnover. As the short tenures typical of high-level DOD acquisition executives
make it difficult for them to change the system of incentives, other participants can wait out reforms they oppose. GAO
found that any successful reform measures will be contingent on the commitment, skills, leadership, and dedication of all
participants in the defense acquisition process.

Organizational Recommendations. DOD acquisition policies require diligent analyses of mission needs, costs, and
alternatives to ensure that cost-effective solutions are matched to valid needs before resources are committed. It takes ad-
ditional time and money to accommodate an expansion in program scope, to overcome technical or production prob-
lems, or to restructure a program to absorb funding reductions. Cost and schedule problems often result from flaws within
the estimates themselves. The desire of program sponsors to keep cost estimates as low as possible and present attractive
milestone schedules has encouraged the use of unreasonable assumptions about the pace and magnitude of the techni-
cal effort, material costs, production rates, and savings from competition. In some cases, acquisition cost estimates have
been kept low by excluding relevant program costs, such as the cost of training equipment, which should be included in
program cost estimates. This is particularly pertinent when more than one service participates in similar mission areas.
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“Concurrency,” which can be broadly defined as the practice of beginning production before the completion of product

development, testing, and evaluation, can be used to expedite the acquisition and deployment of weapon systems. How-
ever, the critical function of the independent operational test and evaluation suffers. Costlier program readjustments may
need to be made in the future.

Minimization of overlap and duplication among weapon systems that perform the same or similar missions is strongly
recommended. To accomplish this, departments must communicate to identify systems that could be mutually beneficial.
Program officers should also be required to submit an up-front determination of how much money can be afforded for a
new program, bounded by a range that reflects uncertainty. The range of costs should be wider early in a program when
uncertainty is greater and narrowed as the program matures.

3. The “DoD Advisory Panel on Streamlining and Codifying Acquisition Laws,” also known as the “Section 800 Panel,”
was commissioned by Congress in 1993 and directed the Department of Defense to establish a panel drawn from both
the public and private sectors outlining a series of statutory reform recommendations designed to simplify the acquisi-
tions process. Time constraints precluded examination of regulations, executive orders, and case law, limiting the review
to over 800 laws surrounding the acquisitions process. Designed to create a practical plan of action with specific recom-
mendations to Congress on how to eliminate any laws unnecessary for the establishment of buyer/seller relationships, en-
sure the financial and ethical integrity of defense procurement programs, and protect the best interests of DoD, the Panel’s
charter called for legislative rather than regulatory reform, clearly understanding that often burdensome regulations are
mandated by statute. The panel’s mission was to provide advice on:

e Streamlining the defense acquisitions process and preparing a proposed code of relevant acquisition laws;

e Eliminating acquisition laws that are unnecessary for the establishment and administration of the buyer/seller rela-
tionship in procurement;

e Ensuring the continuing financial and ethical integrity of defense procurement programs.

Legislative Recommendations. Congress has given clear guidance in many defense authorization bills that document the
need for more effective integration among commercial and military technology. The panel’s conclusions and recommen-
dations are separated into eight areas each discussed as follows:

Contract Formation

These statutes include the fundamental elements that mandate and implement the policy of open competition in the ac-
quisition process. The panel recommended changes to address the need for a balance between an efficient procurement
system and the sound implementation of socioeconomic processes by prioritizing the usage of commercial and other non-
developmental items, both as components and end items.

The Panel proposed modifying the Truth in Negotiations Act to (1) stabilize the threshold for cost or pricing data at
$500,000; and, (2) better utilize the forces of the commercial marketplace by expanding and clarifying exceptions for
adequate price competition.

Amendments should be made to speed the resolution of protests under the current system administered by the Government
Accountability Office and the General Services Administration Board.

Contract Administration

The Panel sought to organize the statutes that address the business relationship between DOD and contractors removing
numerous duplications and repetitions. They also suggested focusing on removing obstacles to greater participation from
small businesses and commercial entities.
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Service-Specific and Major Systems Statutes

The Panel recommended eliminating obsolete and excessively overlapping statutes through a series of sweeping consoli-
dations. To help focus this effort, it suggested identifying broad policy objectives and reporting requirements that do not
impose undue administrative burdens.

Socioeconomic Laws, Small Business, and Simplified Acquisition Threshold

The Panel determined that the pressing need in this area was to establish standardized thresholds and criteria for applying
socioeconomic laws to DoD procurements so that DoD could better support small businesses and minority contracting
requirements as mandated by Congress.

Standards of Conduct

Concerned with consolidating existing ethical requirements rather than creating new ones, they were particularly focused
on the rule-making process in regards to government procurement, contractor certifications, and false claims, recognizing
that various administrative procedures mandated by statutes can be confusing and add cost.

Intellectual Property

The government must respect the market-driven norms of proprietary invention and entrepreneurial innovation. The panel
recommended (1) statutory changes that allow the Secretary to utilize data rights policies that protect commercially valu-
able technology; (2) amendment of the Bayh-Dohl Act to encourage the rapid filing of applications working on federally-
funded research; (3) the elimination of mandatory government recoupment of non-recurring costs in defense products
offered through foreign military sales programs; (4) enacting limitations on the imposition and duration of secrecy orders
applied to certain inventions; and, (5) enhancing the government’s authority to secure copyright protection for computer
programs developed for the government.

Commercial Procurement

The Truth in Negotiations and Competition in Contract Act states that commercial items should be used whenever they sat-
isfy the requirements of the Department of Defense. The Panel recommends reforming DoD’s buying processes to conform
to the private sector list of laws that specifically exempts the purchase of a commercial item; thus any commercial item
meeting the definition of that term is exempt from statutory contract requirements listed in the law.

Defense Trade and Cooperation

There are as many legislative barriers to cooperation in the international arena on defense trade and cooperation as there
are in the domestic context. Their recommendations were that (1) DoD acquisition policy be consistent and reciprocal
with the acquisition and trade policies of US allies; (2) DoD’s acquisition policy be consistent with the promotion of a
strong US defense technology, industrial, and mobilization base; and, (3) DoD acquisition policy must be coordinated with
defense industrial base requirements, allied logistics support, standardization, and sales of US equipment to foreign allies.

4. The Center for Strategic and International Studies (CSIS) published Beyond Goldwater-Nichols (BG-N) Phase I report
in March 2004. The study takes a broad view of defense reform, as is necessary in the new strategic era. BG-N recognizes
that for the United States to fully seize opportunities and confront threats in the 21st century both DoD and its partners in
the U.S. government must adapt to new strategic circumstances, and defense reform may no longer be confined simply

to the institutions and functions of DoD. Concluding that the U.S. national security apparatus requires significant reforms
to meet the challenges of a new strategic era, DoD must adapt not only to the post-Cold War, post-9/11 security environ-
ment but also must cope with many “hidden failures” that, while not preventing operational success per se, stifle necessary
innovation and continue to squander critical resources in terms of time and money. Many organizational structures and
processes initially constructed to contain a Cold War superpower in the Industrial Age are inappropriate for 21st century
missions in an Information Age.
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The key issues that Phase 1 identified for defense reform were: Rationalizing Organizational Structures in the Department
of Defense; Toward a More Effective Resource Allocation Process; Procuring Joint Capabilities; Strengthening Civilian Pro-
fessionals in Defense and National Security; Improving Interagency and Coalition Operations; and Strengthening Congres-
sional Oversight.

5. Beyond Goldwater-Nichols: U.S. Government and Defense Reform for a New Strategic Era: Phase 2 Report was pub-
lished in July 2005. Focusing upon the entire U.S. national security structure, it purports that in an era of fast-moving, un-
predictable challenges, government must be more agile and makes the case that facilitating action is preferable to incentiv-
izing inaction. With a focus on eliminating redundancies that produce inefficiency and conflict, while assuring maximum
alignment of authority and accountability to include clear political accountability to the public through the President and
the Congress, the study asserts that the strategic issue to address is to find a way to shift DoD’s traditional human, physi-
cal, and financial assets to parts of the defense enterprise that address new and increasingly complicated national security
threats. Fundamentally, DoD must implement a less monolithic acquisition process with greater agility, flexibility, and
willingness to identify tolerable risks.

Legislative Recommendations. Restore the authority of the Service Chiefs over the execution of acquisition programs.
[Goldwater-Nichols Department of Defense Reorganization Act of 1986 (P.L. 99-433-October 1, 1986) gave each service
secretary sole responsibility for the acquisition function.]

Regulatory Recommendations. There are often inconsistencies in managerial operations, where acquisition managers apply a
combined corpus of federal, OSD, and Service rules to drive program development, which can be confusing or inefficient.

Cultural Recommendations. To build a truly joint organization, the demand-oriented Joint Requirements Oversight Coun-
cil JROC) must replace the Service Vices with the COCOM Deputies and add civilian representation.

Organizational Recommendations. CSIS identified two major bureaucratic hurdles: highly centralized oversight and con-
flicting guidance. There has been an increasing amount of OSD-level review including milestone, pre-decision, integrated
product team, working integrated product team, and overarching integrated product team reviews. The OSD-level acquisi-
tion organization needs to be the strategic planner who identifies and invests in the technologies that result in enhanced
capabilities to meet current and future challenges.

The report recommends restructuring the Office of the Undersecretary for Acquisition, Technology and Logistics to focus
on technology--how it could be used to address future threats, and how best to procure it. Authority over the management
of acquisition programs should be returned to the Service Chiefs.

To reduce duplication of effort, BG-N recommends combining the logistics and transportation functions into a single U.S.
Logistics Command and fusing much of the J-4 with its counterpart in the Deputy Undersecretary of Defense, who will
report to the Office of the Secretary of Defense.

A DoD-wide rapid acquisition process should be established to attend to pressing needs that straddle multiple Services,
with a universal set of policies and criteria for rapid acquisition and requisite waivers and exemptions from regulations that
impede rapid acquisition.

In order to meet the challenge of rising personnel costs and retention problems, DoD needs to “maximize its return” on its
investments in service members.

Build a COCOM-centric process for identifying and advocating joint capability requirements through an enhanced IPL pro-

cess and that identifies long-term capability needs of the functional commands in order to determine whether a separate
Joint Capability Command is necessary.
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6. The Defense Acquisition Performance Assessment (DAPA) Report was commissioned by Acting Deputy Secretary of
Defense Gordon England and reported out in January 2006. Similar to the environment establishing the Packard Com-
mission, a “crisis of confidence” from DoD leadership and Congressional Committees were cited as reasons to form the
DAPA after recent reports documented massively accelerated cost growth in major defense programs and no appreciable
improvement in the defense acquisition system despite the many recommendations and reform attempts of the past two
decades. The panel comprehensively considered every aspect of acquisition, including requirements, organization, legal
foundations, decision methodology, resource allocation, and oversight. After reviewing more than 1,500 documents on ac-
quisition reform issues, holding open forums for public input, and soliciting experts and government and industry acquisi-
tion professionals, the DAPA Report generated recommendations that sought to simplify and restructure acquisition with a
clear alignment of responsibility, authority, and accountability.

The report is noteworthy both for its accounting for so much of written acquisition literature and its comprehensive discus-
sion of issues and concerns from a “recent” standpoint. In general, current acquisition strategies are too optimistic and do
not adequately address critical issues or consider competition motivators outside of cost; others do not consider manu-
facturing and production base issues or competitive technology maturation and risk reduction. Many major decisions on
major acquisition programs proceed with inadequate data relating to both technical maturity and the stability of require-
ments. The current oversight process is not effective; where it is, it is often considered burdensome and dilutes account-
ability for program performance. Effective personnel policies and training programs are needed to provide highly qualified
Program Managers and other staff with crucial skills to manage development and production. Lastly, and perhaps with a
mark of finality, overruns are not only tolerated, but are anticipated and expected as standard procedure with little to no
consequences. This is done in concert with the government.

Legislative Recommendations. Congress must clear up overlaps in legislative oversight as well as possibly restructure leg-
islative requirements governing profit in order to provide better value for defense contractors. Legislation should be sought
that establishes the Service Acquisition Executives as Five-Year Fixed Presidential Appointments renewable for a second five-
year term and retains high-performance military personnel in the acquisition workforce.

Regulatory Recommendations. So that Combatant Commanders play a leading role in defining capability shortfalls, senior
military leadership become more involved in managing the requirements process and the requirement generation process
be better informed about maturing technologies, DAPA recommends that the Joint Capabilities Integration Development
System (JCIDS) be replaced with the Joint Capabilities Acquisition and Divestment Plan (JCADP). The Joint Requirements
Oversight Council should integrate COCOMSs’ analyses into a time-phased, fiscally-informed JCADP, which should guide
the development of Materiel Solution solicitations.

Enhance the Programming, Planning, Budget, and Execution system stability by programming to high confidence estimates
for all accounts and establishing a distinct Stable Program Funding Account.

Operational testing should be more realistic and limited in its ability to add new performance requirements. A new cat-
egory should be made for an Initial Operational Test and Evaluation result that allows COCOMs to accept useful deploy-
able capabilities. Test planning and criteria development should reflect testing in an environment and threats identified
by COCOMs, not the test community. Program Managers should be given the authority to defer non-Key Performance
Parameter-related requirements, and the Joint Oversight Council should be required to grant approval of all operational
testing in environments other than those in the Test and Evaluation Master Plan.

Cultural Recommendations. A risk-based source selection process should be adopted that will incentivize industry to
aggressively deliver at or below cost. This would discourage the present environment of a “Conspiracy of Hope,” which
occurs when industry is encouraged to propose unrealistic costs, optimistic performance and understate technical risk esti-
mates during the acquisition solicitation process, with the Pentagon being encouraged to accept these proposals as founda-
tion baselines.
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Shift to Time Certain Development and make “schedule” a Key Performance Parameter.

Overall, the acquisition system should be replaced with one that recognizes the importance of time-to-need and the criti-
cal role that technology maturity plays in achieving program success. Therefore, changes need to be made for program
baselines and program managers’ abilities regarding Milestones and technology adoption.

DoD should establish regular roundtable discussions with executives from industry to share and align industry and defense
strategic planning as a means of counteracting the limited competition among the reduced base of defense contractors.

Establish a Blue Ribbon panel of owners of large and small businesses that are not traditional defense suppliers to create a
set of recommendations on eliminating barriers to working with the government.

Organizational Recommendations. Establish a dedicated Four-Star Acquisition Systems Command at the Service level to
consolidate responsibilities and streamline the acquisition oversight process.

Make acquisition a core competency in the Services, comparable to the combat arms.

Direct changes to the DoD 5000 series to require government insight and favor formal competition over make/buy deci-
sions for major subsystems where a Lead System Integrator acquisition strategy is involved.

7. The Report of the Commission on Army Acquisition and Program Management in Expeditionary Operations, commis-
sioned by the Secretary of the Army, dated October 31, 2007 and entitled “Urgent Reform Required: Army Expeditionary
Contracting,” explains the need for increasing the stature, quantity, quality, and career development of both military and
civilian contracting personnel. Since the end of the Cold War, the Operational Army has transitioned into an Expeditionary
Army. However, significant components of the Institutional Army have not yet made the transition needed to support those
operations. These components include: defining operational requirements, financial management, personnel, contract-

ing and contract management, training and education, and doctrine, regulations, and processes. Further in the same time
frame, the military’s increased reliance on contractors has increased the workload, tempo, and complexity of the acquisi-
tion and program management process. This report asserts that addressing the contracting failures evident in expeditionary
operations will require a systematic change in the Army’s acquisition system.

Legislative Recommendations. Although contracting is an essential aspect of expeditionary operations, the Army currently
treats this as a peripheral issue and not an Army “core competence.” There are no General Officers responsible for Army
contracting; rather, this responsibility is diffused among many organizations within CONUS and in the field, resulting in
poor performance, waste, and even fraud. To address this critical problem, Congress must authorize the creation of a core
set of additional General Officers assigned to the Secretary of the Army specifically for contracting positions. The report
recommends the creation of ten (10) new General Officer positions and one (1) Senior Executive Service (SES) billet per-
manently assigned to contracting. These Officers would bring contracting from the Army’s periphery to the core by leading
the assignment of officers, enlisted personnel, and civil servants vital to this area.

Reductions in acquisition personnel over recent decades have further weakened the Army’s contracting abilities. The
report advocated a 25% increase in the contracting workforce (an additional 400 military and 1000 civilian contracting
professionals). Concurrently, the Army needs to rewrite its personnel policies for civilian contractors as these policies pres-
ently impede the use of civilians in expeditionary operations. Army policy can incentivize civilian participation in combat
areas by offering life insurance, long-term health care, extended temporary promotion and tax benefits, and avenues for
civilian prequalification in expeditionary operations.

In addition, the report recommends expanding the Defense Contract Management Agency (DCMA) staffing in order to
address failures in both Army and Defense post-award contract management. It also calls for setting up an Overseas
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Contingency Operations Transfer Fund and ending the practice of incremental funding which has proven to be inefficient,
burdensome, and wasteful.

Regulatory Recommendations. The Federal Acquisition Regulation (FAR) and the Defense Federal Acquisition Regular
Supplement (DFAR) are not appropriately tailored to expeditionary contracting. It takes a highly skilled and experienced
contracting officer — individuals in very short supply at the moment — to be able to navigate and apply these regulations
in the high-stress, quick-paced expeditionary environment. Expeditionary contracting officers need a quick reference tool
amenable to training exercises prior to deployment. An Expeditionary Contracting Manual that provides acquisition rules
of engagement, taking the various phases of an expeditionary operation into consideration in crafting its regulations, is
urgently needed.

Cultural Recommendations. Perhaps the most enduring and trenchant obstacle to reforming the Army acquisition process
is institutional culture. Army ‘culture’ focuses on war-fighting and consequently neither recognizes the critical and complex
nature of contracting nor rewards people in the contracting community. Contracting personnel tend to be characterized
incorrectly as ‘shoppers’ rather than viewed as true professionals. Further compounding the problem is the Army’s general
lack of appreciation of the complexity of service contracts, which today comprise the bulk of outsourced items.

Army culture must recognize that the stakeholders outside the contracting community (i.e. war fighters and the Institutional
Army) play a critical role within the contracting process. Establishing General Officers for contracting is the first and most
vital step needed to drive this cultural change. As one G.O. interviewed by the Commission explained, “Until you put
Generals back in charge of contracting, the career field will continue to get no respect or resources.” Secondly, the Army
must change its approach towards acquisitions training and career development in the following respects:

e Amend Command School curriculum to include instruction on the role of contactors in expeditionary operations.
Operational commanders in particular must understand their responsibilities vis-a-vis the contracting community.

e Define a career path for contracting professionals in the Army. This would include funding career planning pro-
grams. Army military personnel need to start their contracting career much earlier than they do at present.

e Contracting personnel must interface with their customer — the war fighter — on the ground.

The report lauds the U.S. Special Operations Command as an exemplary model demonstrating how to meld the contract-
ing function with war fighters successfully.

Organizational Recommendations. The Army’s current organization gives no contracting commands the responsibility to
synchronize all aspects of contracting below the Army Secretariat level. Instead, multiple commands have responsibility
for contracting, which leads to confusion and inconsistent policy interpretations. The report advises creating a single Army
Contracting Command, reporting to the Commanding General of Army Materiel Command, charged with developing a
relevant and ready expeditionary contracting capability. This Command would have directive authority over all Army con-
tracting capabilities and provide a single focal point for ascertaining the status and readiness of the Army-wide contracting
workforce.

Further modifications will be necessary to streamline the Command’s authority, including:

e The establishment of contract planning (requirements definition) positions, with the operations and training staff
conducting planning exercises at the corps, division, and brigade combat team levels.

e The creation of a separate Army Contracting Promotion Board for both military and civilian contracting profession-
als to ensure the functional independence of contracting professionals.

The report also details a reorganization scheme that would enable the Army to draw on multiple resources to meet any
surge requirement for expeditionary contracting support.
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8. March 2008 brought the final installment of CSIS’s Beyond Goldwater-Nichols (BG-N) project assessment of defense
reform. Invigorating Defense Governance takes a strategic view, focusing on the future efforts of the next U.S. Secretary

of Defense and the Secretary’s senior-most aides to fulfill priority objectives. With so many prior reform efforts on which

to build, the BG-N study team sought to identify the key problems inhibiting effective performance in the Department of
Defense (DoD) and the barriers to reform that prevented earlier proposals from taking root. It concludes that many pro-
posed changes have faltered because they failed to account for and find ways to alter the likely behavior of individuals and
organizations.

Legislative Recommendations. Create a Quadrennial National Security Review across all instruments of national power.
Pilot a competitive analysis precursor to the next QDR. Eliminate much of the detail in the present QDR law. Eliminate the
National Military Strategy and direct the CJCS to provide an annual risk assessment, with SECDEF comments, in its stead.

Regulatory Recommendations. Strengthen the use of goal-oriented performance measurement and assessment tools
throughout DoD.

Cultural Recommendations. SECDEF should use the quarterly meeting process to drive home his highest priorities and
allow stakeholder input.

Organizational Recommendations. Consolidate existing strategic guidance into two documents, one that drives planning
in the mid to long term and an annual document that drives near term processes and priorities. Increase joint analytic
capacity. Enhance COCOMSs’ force development expertise, access, and capacities.

As Goldwater-Nichols taught, the ability to affect incentive structures is the most indispensable ingredient of any success-
ful reform. Attempts to simply rework organizational wiring diagrams or create new and seemingly more nimble processes
will fail unless they are buttressed by changes in the underlying incentives that motivate individual and organizational
actions. The keys to effective governance will ultimately be found not in a proscribed set of institutionalized processes, but
in the ability of the secretary of defense and his principal civilian and military advisers, working closely with Congress, to
make good and timely decisions and ensure their quick execution.

9. In September of 2008, the Government Accountability Office (GAO) submitted a report entitled “Defense Acquisi-
tions: DOD’s Requirements Determination Process Has Not Been Effective in Prioritizing Joint Capabilities” that high-
lights several of the issues surrounding DoD acquisition decision-making. Reviewing the Joint Capabilities Integration and
Development System (JCIDS), GAO found that since its inception in 2003 DoD had not effectively integrated its processes
with JCIDS, resulting in individual services continuing to make 67% of initial capabilities proposals, with little involvement
of the Combatant Commands (COCOM).

Regulatory Recommendations. With nearly all JCIDS capability proposals passing validation, the system is currently add-
ing to an acquisitions portfolio that contains more programs than resources can support. This lack of prioritization is the
opposite of successful commercial companies who must make tough decisions and create a balanced portfolio under tight
fiscal guidelines that addresses “needs” over “wants.” Additionally, GAO found that 80% of programs enter the acquisition
system without meeting previous milestones or undergoing a major review of the system.

Cultural Recommendations. GAO notes that while DoD has begun initiatives to improve JCIDS, the military services tend
to address capabilities that identify mid- to long-term challenges while COCOMs seek results for immediate needs. This
disparity between immediate and long-term needs serves to push the services to continue ordering capabilities outside
the JCIDS structure, missing potential efficiencies and cost savings. GAO recommends that the SECDEF direct the CJCS

to develop an analytic approach to review and validate proposals more efficiently and ensure that the most pressing near,
mid- and long-term capabilities are met.
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Organizational Recommendations. The JCIDS process has proven to be lengthy, with an average of 10 months to validate
a need. Echoing the DAPA panel recommendations that concluded JCIDS did not meet war fighter needs in a timely man-
ner, GAO recommends JCIDS replacement with a COCOM:-led requirements process where services and defense agencies
compete to provide solutions. With the continued reliance on stove-piped solutions to address capability needs, DoD is
losing opportunities to improve joint war-fighting capabilities. The lack of agreement on requirements for the Army’s War-
rior program and the Air Force’s Predator program underscore this issue. The GAO suggests the SECDEF divert capability
development planning resources over to the COCOMs and the functional capabilities board. This would give the COCOMs
the funds and manpower to adequately review and plan capacity strategy with an eye towards the joint mission.
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APPENDIX F — GLOSSARY OF ACRONYMS
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AOA
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CJCS
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COCOM
CONUS

CSIS

DAE

DAPA

DARPA

DAWIA

DCMA

DDRE

DFARS

DISA

DoD

DOT&E

DSMC

FAA

Acquisition Category
Analysis of Alternatives

Capabilities-Based
Assessments

Chairman of the Joint
Chiefs of Staff

Contractor Logistics
Support

Combatant Commander

Contiguous United
States

Center for Strategic and
International Studies

Defense Acquisition
Executive

Defense Acquisition
Performance Assessment

Defense Advanced
Research Projects
Agency

Defense Acquisition

Workforce Improvement
Act

Defense Contract
Management Agency

Director of Defense
Research and Engineer-

ing

Defense Federal
Acquisition Regulation
Supplement

Defense Information
Systems Agency

Department of Defense

Developmental
Operational Test and
Evaluation

Defense Systems
Management College

Federal Aviation
Administration

FAR

FASA

FFRDC

FYDP

GAO

HASC

ICD

IED

IPL
IRS

JCADP

JCIDS

JIEDDO

JRMB

JROC

JUONS

KPP

MDAP

MRAP
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Federal Acquisition
Regulation

Federal Acquisition and
Streamlining Act of 1994

Federally Funded
Research and
Development Center

Future Years Defense
Program
Government
Accountability Office

U.S. House of
Representatives Armed
Services Committee
Initial Capabilities
Document

Improvised Explosive
Device

Integrated Priority List
Internal Revenue Service
Information Technology
Joint Capabilities
Acquisition and Divest-
ment Plan

Joint Capabilities
Integration and Develop-
ment System

Joint Improvised
Explosive Device Defeat
Office

Joint Requirements and
Management Board

Joint Requirements
Oversight Council

Joint Urgent Operational
Needs Statement

Key Performance
Parameter

Major Defense
Acquisition Program

Mine Resistant Ambush
Protected Vehicle

NDS

NIl

NMS

NSS

OSD

PA&E

PEO

PGC

P&L Criteria
PM

PPBES

QDR

REF
SAE

SARA

SASC

SECDEF

SES
USD(A)

USD(AT&L)

National Defense
Strategy

Networks and
Information Integration

National Military
Strategy

National Security
Strategy

Office of the Secretary
of Defense

Program Analysis and
Evaluation

Program Execution
Officer

Policy Guidance Council
Profit and Loss Criteria
Program Manager

Planning, Programming,
Budgeting and Execution
System

Quadrennial Defense
Review

Rapid Equipping Force

Service Acquisition
Executive

Services Acquisition
Reform Act of 2003

U.S. Senate Armed
Services Committee

United States Secretary
of Defense

Senior Executive Service

Under Secretary of
Defense for Acquisition

Under Secretary of
Defense for Acquisition,
Technology and Logistics
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