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Mr. Chairman, Sen. Inhofe, members of the committee:

Thank you for this opportunity to report to you on the Air Force’s efforts and progress on acquisition reform.  Your support, which has been so crucial to our success to date, will be vital as we work together to ensure that we continue to delivery to our warfighters capabilities they need to ensure victory. 

I am pleased to report that the Air Force has come a long way in reforming the way we do business.  Through our two previous sets of Lightning Bolt initiatives and through our other groundbreaking innovations, we have moved steadily toward a system that embraces the best practices of industry and government, ensure that our acquisition and sustainment professional have the training and the authority to innovate and challenge the status quo.

The successes have been impressive.  Here are a few examples:

The C-17 Globemaster III: Our multi-year procurement of the last 80 aircraft allowed delivery five months ahead of schedule and saved at least $5.4 billion.  We are pleased that Congress last year gave us authority to build on that success with another multi-year procurement.

But it was not just in initial procurement that we have innovated with great success.  By using commercial (FAR Part12) procedures, we moved from concept to first production of the Extended Range Fuel Containment System – the centerline fuel tank – in just 20 months and began delivery of this new capability on aircraft 71.

Integrated Space Command and Control (ISC2).  This program consolidated mission functions of Cheyenne Mountain Ops Center.  By developing the system through a series of spirals, we were able to deliver new capability ahead of schedule.

F-16 FM Immunity. Instead of traditional procurement methods, we used a commercial, GSA catalogue solution. The result was a delivery date of 12 days, instead of 180. Initial operating capability was reached just 120 days after contract award.

Joint Direct Attack Munition (JDAM). With the support of Congress, we made JADM a pilot program for lean acquisition.  As a result 140 much-needed JDAMs were delivered just 23 months after the start of Engineering and Manufacturing Development, we accelerated to 1400 units in three months and unit cost dropped by 50 percent.

Small-Diameter Bomb (SDB).  By using an innovative source selection method we held open discussions with contractors throughout a nearly paperless source selection process.   The result was that the time from RFP to selection was cut from an expected 10 months to 4 months and the proposals received from competitors were all highly responsive to the request. 

These are just a handful of the successes.  I’d be pleased to share more of them with you.  But the point is that we have proven repeatedly that when we put our collective minds to it, and when we can win your trust and support for innovation, together we can do things smartly. 

Despite the impressive progress to date, much remains to be done if we are to achieve the President’s and Secretary Rumsfeld’s goal of truly transforming the way we conceive, develop, test, purchase and sustain our systems.  We must do a better job of learning from successes in individual programs and institutionalizing them across the Air Force.  

The task may be difficult, but the goal is clear:  We must reduce the cycle times for moving new technology from the laboratory to the battlefield.  At the same time, we must improve our ability to estimate both costs and schedules and greatly reduce the number of program surprises that undermine confidence in our programs and disrupt our progress.  We are committed to the challenge that lies before us.  Indeed, we really have no choice. 

Even though the United States Air Force unquestionably has unparalleled combat capability, the events of September 11 and afterward show vividly that we now face a battlefield characterized by unpredictable, asymmetric threats that demand fundamental change.   Agility, urgency, and collaboration are paramount.  We can no longer treat requirements, acquisition, and sustainment as isolated, independent processes.  We must build strong, enduring partnerships between our warfighters and our acquisition and sustainment professionals, so that our warfighters have the tools they need to fight and win wars.   We also must seek out every appropriate way to draw on the vast knowledge base in the private sector – including non-defense industries. 

Fortunately, Secretary Rumsfeld, Secretary Aldridge, and the Service Secretaries are fully engaged.  We have no lack of support at the top!  In fact, I believe we have a unique opportunity to make lasting change.  Recognizing that, we already are moving out.

The Air Force launched six new initiatives –Lightning Bolts 2002 – to address critical areas of our acquisition processes that need systemic improvement.  Together, they form the core of what we call “Agile Acquisition.” 

They focus on:

· Streamlining our processes to eliminate non-value added steps

· Freeing managers to innovate and giving them a single place to come to for help in removing bureaucratic roadblocks. 

· Sustaining, refreshing and revitalizing our workforce.

· Ensuring that we are getting the best possible value from the increasing share of our procurement money that is devoted to services contracts.

· Establishing a “knowledge pipeline” with industry to ensure constant communications and improvements in processes on both sides of the government-contractor fence. 

· Establishing collaborative spiral development as the preferred way of doing business and requiring heretofore-unseen levels of collaboration between our warfighters and the acquisition communities.

Each of these initiatives will substantially increase our ability to respond more quickly and reliably to our warfighters needs.

Streamlined processes.  We are now in the review process for a new Air Force acquisition regulation.  This new 20-page document will replace the current 250-page version.  More important than its length, however, is its approach. Our goal is to replace our current high prescriptive regulation with one that, within all the bounds of acquisition law and existing DoD regulation, allows our program managers to tailor their acquisition strategies to their program.  This new regulation, scheduled to take effect by mid-May, is a major part of the foundation needed to achieve acquisition excellence. 

Freeing managers to manage and providing them the help they need to succeed.  In December, we stood up the Acquisition Center of Excellence and appointed one of our most innovative and senior program managers to run it.  The Center is leading the effort to draft the new regulation.  It will also become the focal point for lessons learned as we experiment with innovative acquisition strategies.  And, most importantly, it will become the place for Air Force acquisition professionals to turn when they need help pushing through the bureaucracy.   Already, the ACE is asked daily for advice. 

Sustaining and revitalizing our workforce.  No matter what processes we adopt, people will always be the key to achieving acquisition excellence.  I know this committee is aware of the changes we face in the human resources arena.  They are similar to those faced throughout the government, only worse.   As you are aware, nearly half our of technical workforce will be eligible to retire in the next five years.  That represents a potentially crippling brain drain and comes on top of significant personnel reductions over the past decade that have already resulted in lost talent, institutional memory and mentoring capability.  

The numbers are troubling.  Our acquisition workforce has been drawn down by 42% from FYs 89-01.  For the last 2-3 years we have begun seeing symptoms indicating that the acquisition workforce has been cut too deeply.  The following is an excerpts from  testimony provided to House Appropriations Committee S&I staffers during a visits to the Air Force Flight Test Center.

 "While end strength has continually decreased since 1989, workload has dramatically increased.  Modeling and simulation, ground testing, test planning and engineering analysis, evaluation, and reporting workloads have dramatically increased since 1989.  The nature of testing has changed.  A major part of the T&E workload has sifted from flight dynamics (performance, flying qualities, airframe flutter and loads) to avionics and electronic warfare evaluations.  This shift has been caused by the development of exceptionally complex and totally integrated avionics and electronic warfare systems that must be extensively tested prior to delivery to the operational testers and, ultimately to the warfighter.  Consequently, our need for engineers (particularly systems engineers) is higher than ever as older platforms such as the B-52, C-130, C-5 and T-38 undergo upgrades and as new systems are integrated to achieve the full-spectrum, effects-based capabilities our warfighters need. 

 The continuing shortage of acquisition personnel means resources are not available to develop new techniques and data analysis tools for weapons systems.  Impacts are seen in all phases of the test process, and ultimately can result in either a delay in fielding the system or the lack of adequate testing which can cause system problems that don't surface until operational testing or after the system is fielded."

 Overall, acquisition workforce reductions are best evidenced by the decline in corporate knowledge.  To avoid reductions-in-force during acquisition reductions, the AF has aggressively utilized Voluntary Separation Incentive, Voluntary Early Retirement, management reassignment placements, and normal attrition.  As a result, many of the people that have left were those with the greatest seniority, which has seriously degraded our experience levels. 

Agile Acquisition addresses some of these problems.  First, we plan to expand the use of the Acquisition Workforce Demonstration Program, which gives us great hiring flexibility and gives managers the ability to reward outstanding achievement.  Your support for this program, which was implemented in my headquarters organization and at Edwards Air Force Base, California, has made a huge, positive difference.  We have measurable, verifiable results that show that the tools given us by this demonstration project are working to improve the workforce.  We need to move aggressively to implement this approach throughout the acquisition workforce.

Air Force Materiel Command also has taken on the critical task of re-engineering our acquisition training so that we, as our Lightning Bolt says, begin “breeding innovators.”  Today, too much of our training is focused on how to follow processes.  We need to train people to think, take reasonable risks and innovate.  We will do that through a new “Change Culture University,” a virtual schoolhouse that will offer entry-level and refresher training throughout every acquisition professional’s career.  The huge personnel turnover we face in the next decade is daunting, but it is also a once-in-a-generation opportunity to mold a new workforce and ensure that it is ready for the 21st century acquisition challenges. 

Managing services contracts.   The Air Force recently established a Program Executive Officer for Services Contract.  In this role, the new PEO s will be the Air Force focal point for all matters of Services Acquisition.  The PEO will provide centralized AF senior leadership on services acquisition, particularly for efforts over $100M in value as well as all A-76 studies involving more than 300 positions.  Additionally, the PEO will facilitate the use of Performance Based Services Acquisition (particularly focused on performance-based specifications) and assure the appropriate application of lessons learned from multiple experiences.  The PEO will also ensure that the Air Force balances its concentration on services efforts post award and not just on  pre-award issues.  

Sharing information with industry.  We must find better way to cultivate understanding between the government and industry on acquisition policy.  Obviously, when we buy from industry, we have an obligation to the taxpayers to ensure that we get the best value for their money.  At the same time, both sides in this relationship can benefit from the other’s vast knowledge stores.  We must, within the context of the buyer-seller relationship, create a “knowledge pipeline” with industry -- and not just the defense industry but also with those who have never thought of doing business with us.  We briefed some of the top leaders of the defense industry on this idea in December and the reaction was very encouraging. Over the next six months, we will be working to further develop this idea. 

Collaborative spiral development.  This is the area with the greatest potential to enable transformation and significantly reduce cycle time and increase credibility.  All too often, our long cycle times and our program breakages have their roots in the way we conceive, plan and start our acquisitions.  Our processes are too serial and allow each community involved to work too much in isolation.  Too often, the warfighter decides a capability is needed and works for months or years to develop a 100 percent solution that is given to the acquisition community as a requirement.  The acquirers then struggle to come up with an acquisition strategy that will meet the requirement within a limited budget.  Because we are looking for a “big bang,” all-at-once delivery of capability, the development timeline -- which drives both schedule and cost -- is long and fraught with possibilities for things to go wrong.  On major systems, our cycle time has steadily grown to approximately 11 years.  If we include the time to develop the requirements and select a contractor, the time is more than 13 years.  Imagine the changes in technology, threat, and manufacturing capacities circumstances that occur during that timeframe.  Given the odds, it is not amazing that we have programs that break; it is amazing that more of them do not get in trouble. 

There is a better way. With collaborative spiral development, we will bring the warfighter, the scientists, the acquirers, the tester, the budget planners, the logisticians and anyone else who needs to be involved together from the start to develop realistic, incremental and disciplined plans to delivery new capability to the warfighter as quickly as possible.   We will change the mindset that says we won’t deliver a product until we can deliver the 100-percent solution.  Instead, we will work together to understand the trades that must be made, to ensure that capability is delivered as soon as possible and to assure the warfighter that each successive spiral, even if it is not fully defined at the outset, will bring increased capability. 

By delivering capability in increments, with a period for the warfighter to “use and learn” at each increment, we can incorporate what is learned in each new spiral.  Because the spiral will be short, schedules and cost estimates will be more reliable and programs will be less subject to funding fluctuations.  There will be many opportunities to rapidly inject new technology as a system develops as well as to look at requirements and re-prioritize as world events and threats change.  Bringing the communities together will help us ensure that our science and technology programs are focused in areas that truly address the warfighters long-term capabilities roadmaps.  It will also allow us to collapse our testing schedules, replacing the separate and often-repetitive Developmental Testing and Operations Testing regimes with a single, integrated and rigorous verification program. 
This new approach will require all of us -- in DoD, in the Congress and in industry -- to change the way we think about systems development.   For this to work we must be willing to accept and fund programs that are not fully defined 10 years down the road.   Let me be clear:  We are not asking for a blank check.  But we will be asking for an understanding that highly developed plans that claim to predict the exact state and cost of complex technology a decade or more into the future are, at best, speculative and often provide little more than a false sense of security.   We believe the collaborative spiral approach, which demands success in increments, will allow everyone involved -- including the Congress -- to determine repeatedly if we are on the right track.  It will force all involved to re-evaluate programs regularly as they move through spirals and learn from experience.  It will offer the opportunity to accelerate those programs that become higher priorities and fix or kill those that are not performing or, due to changed circumstances, provide marginal utility. 

These initiatives will help increase budget stability and improve cost and schedule estimates across Air Force weapons system program acquisition.  More importantly, they will enable us to accelerate the delivery of new capabilities that the warfighter can use. 

One of our “pathfinders” in this new way of working is the Unmanned Combat Aerial Vehicle program.  We are hopeful that by using a highly collaborative spiral approach we will deliver the first fieldable prototype UCAV to the warrior as much as five years earlier than we would have through the traditional, serial, all-or-nothing requirements and acquisition approaches.  The first deliverables will not give the warfighter everything he or she wants, but that is OK.  We will deliver a capability that the warfighter can use and learn from, with the experience being fed back into the next spirals. 

Other initiatives

Two other critical components of acquisition excellence are the expanded use of commercial acquisition processes and increased leverage of the commercial market.   As an example, the Air Force is aggressively pursuing an innovative concept to develop critically needed airlift capacity into the commercial air cargo market that would be available to the Air Force in time of war. This effort (Commercial Application of Military Airlift Aircraft or CAMAA) would first, incentivize air cargo carriers to put variants of the C-17 (BC-17s) into commercial service and then contract for airlift service, when needed, through a CRAF-like call-up arrangement. With your support, this program has the real potential to provide capability at significant savings to future budgets, and completely transform the way we buy airlift and, potentially, other military capability.  One advantage I would like to highlight is that this concept gives the Air Force the flexibility to meet the nation’s wartime airlift requirement without the peacetime ownership costs.

Several of the FY03 Omnibus proposals that the Air Force supports would provide needed flexibility to the Air Force and DoD in conducting and fielding R&D projects, allowing us to manage depots more efficiently, privatizing services, and most importantly providing additional measures to support contingency operations in ENDURING FREEDOM and Homeland Defense.   These measures include doubling the Simplified Acquisition Threshold for procurements made inside the United States in support of contingency operations, and extending “other transaction” authority beyond prototyping to production for our non-traditional defense contractors.   

In addition, the Air Force supports a number of initiatives being pursued by the Department of Defense to improve the efficiency of the acquisition process by adopting more commercially friendly acquisition practices, streamlining processes and striving toward e-business.  These initiatives include expanding Federal Acquisition Regulation coverage on commercial contract types and incentives, ensuring test and evaluation processes support evolutionary acquisition, and creating an electronic business vision and roadmap for defense acquisition.

Mr. Chairman, the Air Force leadership is absolutely committed to achieving acquisition excellence.  We are challenging everything we do and looking for ways to do them faster, cheaper and better.   I assure you that our sense of urgency could not be higher and we are marching in lockstep with Secretary Aldridge and his staff to ensure that we do not lose the momentum that is building behind this effort.  And, as always, we look forward to working with you to ensure that our warfighters have the tools they need to ensure decisive victory, no matter what the threat.  Thank you again for your continuing support. 

