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Chapter 1  
The Defense Reform Challenge

Overview

A good portion of what the DoD seeks to accomplish in Defense Reform involves the introduction, into the DoD business processes, of many practices and techniques that, while commonplace in the commercial environment, are neither often nor consistently practiced in the government arena.  In recognition of this, the Secretary of Defense reported to Congress under Section 912(c) of the National Defense Authorization Act for Fiscal Year 1998 his intent to direct the Under Secretary of Defense (Acquisition and Technology) to develop a program specifically aimed at providing training on commercial business practices. The Under Secretary chartered the commercial business environment study team to develop a broad program to avail the acquisition workforce of vital perspectives and training in key commercial business practices pursuant to that directive. The team was tasked to work in partnership with the private sector to the extent practicable. 

Charter

The team was specifically chartered to determine how to develop organic or identify commercial training on commercial business practices for the acquisition workforce within DoD with the following objectives:

· Determine the target audience for commercial business practices training.

· Develop a strategy for implementation and deployment of commercial business practices training. 

· Propose new or modified training courses for acquisition workforce certification under the Defense Acquisition Workforce Improvement Act.

· Determine resource requirements to implement recommended strategy.

Assessment of Defense Acquisition Organization

The DoD business enterprise must provide optimal support of the warfighter within the constraints of sound fiscal and economic policies. In the final analysis, support of the warfighter is measured by success in winning and preventing wars.  However, providing optimal warfighter support efficiently and effectively within the constraints of sound fiscal and economic policy is the ultimate measure of public trust for the DoD enterprise.  Although DoD insiders may have a radically different perception of the success of their efforts, a January 11, 1999 editorial in USA Today provides this view:     

While there’s widespread agreement that military readiness is falling short, there’s equal agreement that tens of billions are wasted annually.  As new money arrives, the incentive to spend more efficiently will decline.

Take the Marines request for ammunition.

A Defense Department inspector general’s audit found that the corps used two different methods for determining munitions requirements, but it never validated either of them.  So, it couldn’t know if it had enough munitions or was just distributing them improperly.

More money won’t solve that problem or others that audits have disclosed, such as that 25% of the services’ procurement officers aren’t qualified; or that the services lack proper cost accounting, so their books are unauditable; or that poor parts management means repair crews spend 40% of their time tracking down parts; or that $90 billion in equipment lent to contractors is unaccounted for.

Such mismanagement is one reason Defense now spends two-thirds of its budget on overhead and only a third on its combat troops, the reverse of 15 years ago.

Indeed, a Defense Department board of science and business experts recently found the department could switch $30 billion annually out of overhead if it aggressively used private business practices, including outsourcing of accounting, maintenance, firefighting, building and other nonmilitary services.

Again, the above comments do not reflect thinking within DoD, nor that of the majority of the study team members who recognize that many improvements have been made in DoD business processes. However, such an indictment of DoD’s business processes in a national newspaper considered to reflect mainstream opinion would indicate DoD is far from achieving, let alone maintaining, the public trust. Such a perception of mismanagement by the general public is in itself a threat to national security. The ultimate result of a perception that the DoD squanders its funds is a lack of public support for funding legitimate warfighter needs.  

In recent years, the DoD has undertaken many initiatives to reform and improve its business processes.  These include the Defense Reform Initiative, Acquisition Reform, Logistics Reform, and Financial Reform.  Too often, reform initiatives, even an extremely successful one such as the introduction of the Government Purchase Card, are viewed as disparate efforts as opposed to an effort to effect a strategic, organization-wide transformation. While streamlining processes and procedures and providing efficiency improvements, these reforms have failed to provide a coherent, compelling, DoD-wide vision of what change should entail and what tools, training, and resources are needed to succeed. 

Furthermore, many reforms have been stymied by the functional silo organization within the DoD.  Each silo is an area of functional expertise that should support and facilitate an acquisition. However, as illustrated in figure 1-1, these functional silos and endless review points fragment an acquisition causing continual rework and delays.  Currently, there is no single point of ownership for balancing stakeholder interests on each acquisition request.  

Figure 1-1. Defense Acquisition Today: Functional Silos and Endless Review Points
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The importance of bringing together diverse functions to support an acquisition is recognized by the existence of the program management discipline and the program management reviews conducted for major systems. However, cross-functional communication is neither frequent nor sufficient across the enterprise.  The importance of integrated teams—including members from within diverse DoD communities—has been acknowledged through the integrated products team (IPT) initiative. However, much remains to be done to increase the effectiveness of teaming across diverse DoD communities to foster a best practice based learning environment to support the warfighter. 

Methodology

The commercial business environment study team faced several challenges. The readily apparent challenges were the large throughput of students that any DoD education and training program would undergo and the broad spectrum of skills and experience levels within the workforce. Although not unanticipated, a diversity of views on specific commercial business practices that are adaptable to the DoD enterprise environment represented a significant challenge in achieving consensus within the team.

After much exploration of the former issues, we concluded that an action team approach, using the broadest spectrum of delivery and reinforcement techniques, will be able to address student needs and training goals by matching them to the best delivery method.

In order to address the greatest challenge of this team, we used a commercially facilitated strategic alignment session to identify commercial business practices the team was willing to embrace and to develop an enterprise vision in which those practices would operate. The result is a team consensus that successful commercial enterprises tend to be those that are able to identify best practices and adopt those practices to achieve organizational goals.  In order to achieve this type of organization for the DoD, the study team focused on a business model that would accelerate a transition to an organizational structure that embraces best practices, empowers all enterprise players, and achieves optimal solutions at the lowest costs in support of our warfighters. The warfighters, the nation’s Defense needs, and the public trust demand the DoD business enterprise embrace such a business model.

The underlying premise of the business model is that acquisitions are not all the same and, therefore, should not be managed in the same way. Individual approaches should be tailored based on such factors as dollars, risk, and complexity. The best-practice Defense action team features acquisition processes that are tailored to fit the dynamics of applying good business judgement to respond efficiently and effectively to differing customer needs.  Figure 1-2 illustrates this model, in which acquisition knowledge and expertise are developed around purchasing and supply management dynamics. Optimization is achieved by managing cost, quality, and cycle-time drivers simultaneously.

Figure 1-2. Portfolio Approach to Acquisition Management
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Report Organization

This report outlines our vision for overcoming the challenges to instituting Defense Reform through a cultural transformation, and a comprehensive solution for instituting and sustaining Defense Reform. Chapter 2 sets forth our vision for creating an integrated cross-functional team that is guided by good business judgment and given authority commensurate with its responsibility. Chapter 3 identifies a commercially proven business model for accelerating change that has been used successfully at world-class organizations like General Electric and Motorola. Chapter 3 also lays out a plan for applying this acceleration change model to Defense Reform. Chapter 4 describes new roles and responsibilities within the DoD that focus on cross-functional teaming.  It also sets forth a suggested curriculum for fostering these new roles. Chapter 5 describes corporate universities, which are the primary vehicle for driving key organizational change initiatives at many corporations. Chapter 6 discusses the need for a DoD Corporate University to sustain Defense Reform changes. The remaining chapters of our report provide information on education and training delivery methods and education providers. The use of these delivery methods and education providers, like the acceleration change model have immediate benefits. Indeed, our commercial business environment initiative has already established pilot programs that are currently underway.  These include an online course developed in cooperation with the National Association of Purchasing Management (NAPM) and the National Contract Management Association (NCMA) entitled “Integrating Commercial Practices with Government Business Practices: Managing Suppliers” and an executive education program with the Darden School entitled “Competing in a New Business Environment.”
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