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CHAPTER 1. DEFENSE REFORM INITIATIVE 

Background 

Secretary Cohen introduced the Defense Refonn Initiative (DRI), in November 1997, to 
pursue fundamental rcfonn in how the Defense Department conducts business. The scope of the 
DR! has broadened over time while the priority and need for refonn is unchanged in its 
importance. 

The DRI Report released in 1997 identified four pillars of defense reform: 

Re-engineer; Consolidate; Compete; and, Eliminate. 

Over 1il)lC these four pillars have evolved and reform efforts in the Department arc now 

organized around our major business processes: 


• Quality of Life; 
• Financial Management; 
• CCl]11plJtition; 
• Infrastructure Reduction; 
• Acquisition; 
• Logistics; and, 
• Cyberspace. 

As some rcfaml initiatives reach their goal and other, new initiatives begin, the stmcture of 
the DRI will continue to evolve. The purpose and underlying principles, however, remain the 
same: proyiding a consistent point on the horizon toward which the 000 leadership can steer as 
they move on the road to reform. 

Reform l\1emonmda and Directives. One very visible sign that the Defense Reform 
. Initiative i~; aggressively applying to thc Department the key business principles of American 

Industry can be found in Management Refoml Memoranda (MRM's) and Defense Reform 
Initiative Directives (DRID's). To date, the Department has issued a total of 17 Management 
Refoml Memoranda and 52 Defense Refon11 Initiative Directives covering a wide range of issues 
for changing the way the Dod does business. As of September 2000, action on two-thirds of 
these are complete. Many of the early Directives dealt with downsizing in 050_ These 
downsizing efforts arc complete. Many of the open Directives deal with process changes that are 
currently underway. 

A. STREA~ILINING 

I-laving themselves reduced, restructured and reenginecred since the height of the Cold 

War, America's An11ed Forces now find themselves buttressed by support organizations 




that have failed 10 affect proportionate changes. As a result, there is an adverse imbalance in 
efficiencies between the warfighters and those who support them. 

Reducing tbe Size of Headquarters Staffs. The experience of American business is 
instructl"e. Commercial secwr refomHi demonstrate that business practices require recngineering 
headquarters staff. Toward that end, Secretary Cohen made a series of decisions 10 reduce and 
restruc1ure DoD headquarters elements ~- the Office of the Secretary of Defense {OS D) staff: the 
Ddense Agencies, the 000 Field Activities, and the Joint Slaff. Three central principles guided 
efforts to streamline tbe Department. First j Department headquarters should be flexible enough to 
deal with future challenges. Second, OSD should focus on corporate· level tasks. And third. 
operational !1ianagement tasks should be pushed to the lowest appropriate level. 

The Secretary of Defense \vas committed to reenginccring headquarters staffs at all 
li.:vc!s. Tcwanj this end. he reduced and restructured the stam; nearest to him - thc Office of the 
Secretary of Defense and the Joint Staff. The Secretary directed that OSD slalTbe cut by one· 
third by the end or fiscal year 1999. This waS accomplished. . 

The Joint Staff will be reduced by 29 percent by fiscal year 2003. Defense Agencies arc 
moving forward with reductions of21 percent hy fiscal year 2001. This goal was adjusted in the 
fiscal year 1999 BUdget. Field Activities \vill exceed their required 36 percent reduction. Lastly, 
Military Department Headquarlers will be reduced by an additional 10 percent by fiscal year 
2003, 

The Defense Reform Initiative also mandates staff cuts for the Headquarters of Military 
Departments and Major Commands, By 2003, the Headquarters staffs of the Military 
Departments; and Major Commands will be reduced 10 percent from fiscal year 1998 levels. 
Taken together with previous reductions begun in the early 19905, the Headquarters components 
of the Military Departments and the Combatant Commands will reduce their Headquarters staffs 
by a total of29 percent and 22 percent, respectively. 

Reducing the Numbers or Committees. In 1997, Defense Refonn Initiative (DRI) 
noted that over 550 boards, commissions and working groups existed throughout the 
Department. \\'hi\C perhaps individually advantageous at the time of their creation, the aggregate 
effect of so many committees and boards involving so many employees resulted in too many 
liours not spent on core missions and functions. The Defense Refoml Initiative immediately 

, eliminated 22 boards and committees. The DR] also called for a 25 percent decrease in the tolal 
number or committees remaining. 

111e Department I!xcecdcd this goal hy reducing tbe number ofcommittees Lo 338, .. a 40 

percent reduction. Periodic reviews and reassessments continue to ensure that the number of 

committees remain under control, and that existing committees remain relevant and focused OIl 


their primary goals. More importantiy. the reviews will help the Depurtment mailllain its 40 

percent reduction. 




B. CREATING THE DEFENSE THREAT REDUCTION AGENCY 

The Defense Reform Initiative includes efforts to re~aligll the Department of Defense to 
meet more effectively the evolving threats to the United States, threats quite different than those 
of the past. Among those ofgreatest concem is that posed by the production, proliferation and 
use of weapons of mnss destnlction - chemical, biological and nuclear weapons, 

In November 1997, lhe Department's cITorts to address this threat were divided among 
three separate agencies and the Office of the Secretary of Defense, an approach ill-suited to 
toda.y's world. As part of the ORI, Secretary Cohen directed the creation of a single organization 
to carry out programs desIgned to address prolifet"Jlion and counter threats posed by weapons of 
mass destruction. The Defense Threat Reduction Agency or DTRA bcc~l!nc operational in 
October 1998. 

Reporting to the Under Secretary of Ddcnse for Acquisilion and Technology, DTRA 
consolidates and transromls the efforts of the Otl~Site Inspection Agency, the Defense Special 
Weapons Agency. the Defense Technology Security Administration and some missions and 
respon!11bilitics of the Office of the Assistant to the Secretary of Dcfelisc for 1\uclcar, Chemical 
and Biological Defense Programs. 

A Threat Reduction Advisory Commitle~ ofdistingmshed outside scientists. executives 
and ronner govcmmenl leaders was created to advise and assist DTRA on a wide range of 
matters. DTRA is now tbe cornerstone of the DoD's efforts to confront and control weapons of 
mass destruction, 

C. 	CREATING THE JOINT SPECTRUM CENn:R 

On March 23. 1998. the Deputy Secretary of Defense directed the creation of the loint 
Spectrum Center in Defense Refonn Initiative Directive (DRID) 31. DRID 31 realigned the 
duties and responsibilities in the spectrum management arell being performed throughout the 
Department as follows: 

• 	 The Office of the Assistant Sccretnl'Y of Defense for Command, Control, Commul1ieatit . .-ms 
and fntelligence (OASD (C31)) designated a Special Assistant for Spectrum Management to 
be the DoD focal point fO!' specuum management j with a stafT of three individuals, to carry 
out tlw poticy, plnnning, and oversight functions associated with DoD spectrum; 

• 	 The Director, Defense lnfonnation Systems Agency (DISA), established an office of 
spcctmm analysis and management, asSIgned appropriate resources to coordinate joint 
spl"Ctmm matters, and assIsted OASD(C3I) in conducting strategic spectrum planning; and 



• 	 The MHltary Departments, while continuing to fund their personnel and administrative 
SUpP,)rt, co~locatcd their respective frequency management offices with the DISA office of 
spectnllTI analysis and management. This co-location facilitated mutual eoordimuion .toU the 
development ofjoint positions for 000 spectrum management. While Military Departnicnt 
personnel continued to report to their respective Departments, they coordinated with the 
DISA office ofspectfllm analysis and management for joint spectfllm management issucs. 

Beyond the high-level guidance put forth III DRID 31, assigned functional areas for the Joinl 
Spectrum Centcr include, but arc not limited to: 

• 	 Serving as the DoD spectrum management focal point and authority for intemalional 
([TU and NATO) and national potie),. planning, and oversight; 

• 	 Overseeing the DoD Electromagnetic Compatibility Program (EMCP); 
• 	 D(!vcloping policy to slippo11 DoD spectrum requirements; 
• 	 Providing spectrum management policy guidance to DISA OSAM, the MfLDEP 


Spectmn1 Management Offices, and the Joint Spectflln1 Center (JSC)~ 


• 	 Providing policy guidance to the JSC; 
• 	 Serving as the Chair and regularly convening the Spectrum Management Review Group 

(S'\1RG) which serves as the Defense Spectrum Oversight Working Group; 
• 	 Representing the Department on spectrum matters in Nalional and in~ernationallorums; 
• 	 Interfacing with Congress, the Administration, and Federal agencies on spectrum issues; 

and 
• 	 Partieipaling in tlle development of interagency and international agreements relating to 

sp(~etrum, 

D. 	 COMPETITIV~: AND STRAn~GIC SOURCING 

In an tf'J. of changing security inlerests, lhe Department of Defense must reallocate funding 
to meet tbe needs of the warftghtec Improved business processes are no longer a luxury, but a 
necessity, 

Str~Hegic Sm~rcil1g is a program ror performing functional assessments to dctemline if 
processes calt be c1immated, improved or streamlined - regardless of whether the activities arc 
commercial or mherenHy governmental in natufC, For functions that are commercial in nature, 
the Ofllcc of Malwgemcnl and Budget's Circular A-76 and its Supplemental Handbook detail 
procedures for delcnnining whether tllose activities should be perfonned by the Department of 
Defense, another federal agency, or ihe private sec{or. 

In November 1997; the Depamnent announced a goal to compete 150.000 positions between 
Fiscal Years 1997 and 2003 under the A·76 process. In 1999, 1he Departmen1 embraced 'he 



broader concept of stmtegic sourcing. The Fiscal Year 2001 budget provides for the study of 
over 244.000 positions between Fiscal Ye~lrs 1997 and 2005, 

In fiscal YCilr 1997, the number ofpositions competed untlerthe A-76 process was just over 
26,000. In Fiscal Year 1998. over 39,000 positI<ms were studied, and in Fiscal Year 1999. 
almos! 56,000. From Fiscal Years 1997 through 1999, over 121.000 positions were ~tudied; 
leaving the Department well on the way to its goal 0[244,000 by FIscal Year 2005. 

The Dcpilrtment expects thts combined process will save approximately $1 L 7 hi Ilion dollms 
from Fiscal Years 1997 to 2005. The commitment to achieving this goal is so strong that Ihese 
projected savings have already been rcaHocatcd to other defense priorities, including force 
modemi7:'ltion. 

E. 	 TRANSFORMII'iG ACQUISITIOI'i AND LOGISTICS 

Begun prior to the creation of the Defense Refonn lnitiative, Aequsition Reform and 
Logistics Transfonnation were fonnaUy rolled into the DRI in ) 998. 

Acquisition Reform. To build ~l 21 st century military capable of meeting 21 st century 
missiollS, the Department of Defense must equip its Am1cd forces with the latest technologies 
and tools. This, in turn, requires an acquisition system that provides our forces with the highest 
quality goods in the most affordable and efficient fashion possible. 

To that end, the Department started pursuing Acquisition Reform in 1991, This refoml effort 
envisioned a rccnginecred acquisition system that focused on: 

• 	 managing suppliers, rather than supplies; 
• 	 providing high~qm\Jity support with fewer organizations based on tough pcrformullce 
• parameters; and 

" ensuring the public's (rust and conlidencc in DoD, 


Logistics Transformation. Building upon the logistic successes ofworld~class pcrformarice 
Within the commercial sector. the Department of Defense is changing to a vision of integrated 
supply ch<lins focused 011 meeting warflghter requirements at the point of need. To meet these 
requirements, DoD is moving to accomplish the followhlg goats: 
• 	 Satisfy customer requirements at the point of need; 
• 	 Reduce cycle times 10 meet dynamic wadighting requirements; 
• 	 Replace large investments in infhstructurc with infommiion visibility. agility, and rapid 

transportation; 
• 	 Create robust partnerships with the commercinl St."Ctor; and 
• 	 Reduce organizational echelons to only those that benefit the yvarfighter. 

F. 	 nNANCIAL MANAGEMEI'iT REFORM 



Implementing Erfective Systems. The Department's approach for improving financial 
management is to move toward the target architecture of an integrated financial management 
system, comprised primarily of substantially compliant finance, accounting, and critical feeder 
systems. The strategy for achieving an integrated financial management system includes 
consolidating some systems and eliminating others that are not necessary. 

Consolidation efforts are generally complete for the finance functions, and the accounting 
systems consolidations are still undenvay. As of September 2000,76 finance and accounting 
systems were operating - down from 324 in 1991. The goal is to reduce the number of systems 
to 38 by :1005. 

These consolidations achieve genuine benefits. For example, when all thc DoD's one million 
civilian payroll accounts were consolidated into a single system, 26 separate systems were 
eliminated and 348 payroll offices closed. In 1999, a typical civilian payroll technician handled 
over 2,100 accounts, compared to 380 in 1991. These actions have led to an accuracy rate of 
over 98 percent for all military and civilian pay. The DFAS is developing improved metrics for 
measuring the accuracy and timeliness of payroll operations. 

The Department's effort to integrate systems, however, is not simply to reduce the number. 
The consolidation, standardization, and modernization of the Department's financial management 
systems will enable the Department to eliminate its outdated non-compliant linancial 
management systems. Accounting and finance systems are compliant when they substantially 
mect fedcral financialmanagemcnt system requirements, adhere to applicable federal accounting 
standards, and usc the U.S. Standard General Ledger at the transaction level. The Department is 
expecting to eliminate all non-compliant systems by Fiscal Year 2005. 

The OF AS Corporate Inronnation Infrastructure, or DClI, established in 1997, is being 
implemented to help modernize finance and accounting systems and support ruture financial 
activities. Dell will support the use of common standard data for the collection, . 
storage, and retrieval or financial information. It will also sirnplify and standardizc 000 finance 
and accounting transactions. Included in DClI is an ambitious efrort to standardize and share 
acquisition data. This will greatly improve the interactions between 000 procurement systems 
and the financial systems that process and account ror payments of procurements. 

Reengineering Business Practices. A critical aspect of the Department's financial 
management rcrorm is to exploit successful business practiccs from both the private and 
government sectors. The goal is to make 000 business practices simpler, more efficient and less 
prone to error. A management oversight structure was developed to involve the Department's 
senior leaders in the financial improvcment process. This structure includes a 0-0-0 Financial 
Management Steering Committee and Working Capital Funds Policy Board. These entities 
actively engage in approving and monitoring the Department's financial management rcform. 

Changes implemented by the Derense Finance aild Accounting Service, or OF AS, as a 
result ofcompetition studies have produced annual savings of$23 million by streamlining 
administration, operations, racilities, and logistics, and by consolidating debt and claims 



management and v.enrlor payments, The Department is using public-private competition - the A­
76 process - (0 improve functions and reduce costs, Currently, A~76 studies arc underway in the 
several areas, such as transportation accounting, depot maintenance accounting, and civilian, 
rCliree and annuitant payrolL To date, approximately Qnc~third of the DF AS operations, 
mcusured in tenus of costs, have been either outsourced, competed for olltsourcing, or are being 
subject to an outsourcing competition, 

The DFAS is promoting the paperless exchange of financial infonnation through a variety 
or iuitiatives. Ek~rmllic Document Management and worldwide web applications arc enabling 
on-llnc:\ real-time access to documents needed to perfoml bill paying and accounting operations. 
Electronic Funds: Tmnsfer. or EFT, is being used to reduce the cost and improve the accuracy and 
timeliness of disbursements. Over 98 percent of DoD civilian and military employees have their 
flay directly deposIted mto their perSOna! hank accounts. The dircct deposit pm1icipmion rate for 
twvel payments is 94 percent In 1999, EFT' accounted for alwut $63 billion, or 90 percent of the 
iolal contract dollars disbursed by the Department 
Electronic Data Interchange. or EDI, is enabling the OFAS to send remittance infommtion 
directly to vendors. The DFAS is currently processing ED[ contracts and contract modifications 
iJ!to its limmce and accounting systems, The DF AS also is implementing a web-based invoicing 
system that provides industry with an economical method to submit electronic invoices. 

Through its. Joint Electronic Commerce Program Office, the Department has fieJded the 
web~based Cenlmt Contractor Registration, or CCR. that provides ali 000 procurement and 
payment offices with a single SOUI'CC of valid and reliable contractor data. The CCR capahillty 
also helps the DF AS capture up~froIll corJirJ.ctot financial systems data that facilitates EDI lind 
EFT payments. Finally, the Dcpartnicnt i5llhplemcnting the Defense Cash Accountability 
System, or DCAS. DCAS allows DoD to electronically collect and distribute disbursement 
voucher data. DCAS is expected to reduce the D-o-D disbursing cycle from over 90 
days to forty~efght hours, 

G. ELIMINATING EXCESS INFRASTRUCTURE 

Base Realignment and C.l0sure. Base Realignment and Closure, or BRAe, is the single 

most important rcronn initiative·- botb because it is needed to shrink unnecessary Departmem 

inftastmcture to match 21 sl century needs, and because it promises the greatest savings. 


As a result of the first four rounds of BRAe, the Department of Defense wili save $l4"S 
billion dollars by 2001. with recurring savings of about $5.7 biHion each year thereafter, This 
money will be reapplied to critical, higher priority programs such as modernization and milit,try 

, readiness. TIle Department rCl11l1ins hopeful that it will be allowed to pursue two more rounds of 
huse closure in the fumrc. Please sec Chapter 3 for more iletaileu information on this importuHt 
initiative. 

Disposal of Excess Facilities and Structures. Installation commanders are often forced to 
divert funds to operate and maintain obsolete and excess slructures. These costs come at the 



expense of morc important requirements, and could be avoided by dcmotlshl!lg or disposing of 
the unnecessary facilities. 

As dl!tailed ill the 1997 Defense Refoml Initiative Report, the Military Services surveyed 
their installations and identified over 80 million square feet of buildings, including morc than 
8,300 individual structures that could be demolished in the near future. This is a sizeable 
amount. .. roughly equiva.lent to 12.3 Pentagons...and the Pentagon is one of the largest offlce 
buildings. in the world. The Department needed to eliminate these excess structures a.nd redirect 
the operations and maintenance funds being spent on them to higher prioritics, The ~epartment 
has also identified additional excess non~bui1ditig structures ~~ such as towers and storage tanks ~ 
and is demolishing these as well. 

During the first two years of this initiative, 1998 and 1999, the Department eliminated about 
31 million square feet of excess space, exceeding the two-year goal of25 million. Tije phm in 
2000 is to eliminate an additional 15 million square feet, bringing the total to 40 million square 
fect of excess space eliminated. Progress to date indicates that the Department will again exceed 
its .\nnuaJ dispoS.ll goal, The Department estimates that projected cumulative savings from 
dispo'<ll through fiscal year 2003 will be S160 million. 

H. 	CREATING THE DEFENS~: MANAG~:MENT COUNCIL 

Defense Management Council (DMC) waS established as the Board of Directors to overSee 
the contiml(!d reengineering orihe Dep<Jrtment of Dcfcllse. The DMC ensures that refoml 
initiatives directed by the Seeretary of Defense are carried out, recommends refonns to the 
Secretary, tlnd reviews the Defense Agencies' pcrfonnance CQntracts. The OMC is a first ~ an 
attempt 10 create a "Board of Directors" of the senior military and civilian leadership of the 
Department to provide directIon on a range of critical refonn and reroon-related issues. It has 
met, on avcrage, once a month since its creation in December 1997. 

The Deputy Secretary of Defense chairs the Defense Management Council. Membership 
includes: 

• 	 Ihe Under Secretaries of Defense for Acquisition, Technology, and Logisl.ics. Policy. 
Comptroller, and Personnel and Readiness; 

• 	 the Vice Chairnum ofthc Joint Chiefs ofSLaff; 
• 	 the General Counsel; 
• 	 the Assistant Secretary of Defense for Command, Control, communications. and Intelligence; 
• 	 the Under Secretaries of the Army, Navy, and Air Force~ 
• 	 the Vic.c Chiefs ofStnff of the Anny and Air Force~ 
• 	 the Vice Chief of Naval Operations; 
• 	 the Assistant Commandant of the Marine Corps; 
• 	 the Director of Administration and Management; and 
• 	 the Director, Defense Refonn Initiative. 

http:dispoS.ll


The Coordinating Group for the Defense Management Council. The Coordinating Group 
(CG) is the staffaml of the Defense Management Council. The Coordinating Group reviews and 
prepares issues for DMC attention and resolution. The Coordinating Group consists of primary 
and alternate members representing their respective DMC principals. 



CIIAPn:R 2. DEFENSE REFORM INITIATIVE BUSINESS CHANGES 

A. ELECTRONIC COMMERCE/ELECTRONIC BUSINESS 

The Defense Refonn Initiative is aggressively app~ying to the Department the key business 
principles that American Industry has successfully llsed to become leaner and morc nexiblc. One 
orthe most important of these initiatives is the commitment to integrating Electronic Commerce 
or Electronic Business into every facet or 000 business. 

Most of the Department's business affairs are paper intensive and, therefore, people 
intensive, expensive, and slow. The crushing weight ofpapcr is felt in virtually every corner of 
the DoD's business operations - from contract administration to procurement to acquisition to 
finance to travel and payment operations. As a result, it was crucial that the DepaJ1ment rapidly 
transition to Electronic Commerce, thereby reducing Departmental overhead and als~ presenting 
a customer-friendly interface to private enterprises, including small businesses, that heretofore 
have round it difficult and expensive to do business with the Department. 

The Joint Electronic Commerce Program Office (JECPO). The Joint Electronic 
Commerce Program Office (JECPO) was created in May 1998 to develop the 000 roadmap for, 
and facilitate the transition to, Electronic Commerce or Ee. Serving as the Department's EC 
facilitator, JECPO has excelled in its efforts to establish a robust EC infrastructure, thereby 
allowing for promotion ofintemet-based business tools. JECPO's successes to date have been 
encouraging and are a testimony to the cooperation the organization has received from within thc 
Department and from industry. The momentum has clearly been established. As technology 
evolves, all 000 organizations need to integrate EC tools into their husiness and managcment 
practices. 

Department of Defense Electronic Mall (E-Mall).UnderJECPO.sdirection. the 000 
Electronic-Mall (E-Mail) began with the expansion of the Defense Logistics Agency's E-Mail 
and now provides "one-stop shopping" for all 000 employees. The Commodity and Servicc 
"corridors" contained therein allow 000 users virtually unlimited access to the goods'and 
services needed to conduct operations. The E-Mail provides a single point of entry and search 
across all internet-based DoD electronic catalogs, as well as a growing number of commercial 
catalogs, for customers to buy both products and services. Purchases are simply placed through 
use of a government purchase care\. Tlwre arc currently i3 Million items in the E-Mail, and the 
sales in FY 99 totaled 551.5 Million. 

Paperless Contracting. Another important reform pursued through the JECPO is Paperless 
Contracting. The Paperless Contracting goal is to remove 90 percent of the paper from contract 
writing, administration, finance, and auditing. To facilitate the elimination of these paper-based 
contracting activities. the JECPO has assisted the contracting community in placing 
requirements, contracts, modifications, invoices, vouchers, and receiving reports on the World 
Wide Web. 000 accepted, and exceeded, Vice-President Gore's National Perfomlance Review 

• 




goal of 50% paperless contracting transactions by year 2000; 83% of the Department's 
transactions are cllrrently paperless. 

New Business Opportunities Home Page. To support worldwide industry access to new 
000 business needs, the JECPO created the New Business Opportunities Home Page. Industry 
partners, large and small, are able to use this home page to identify all 000 solicitations, bid on 
those desired, and see awards that have been madc through the use of a single search engine. 

Central Contractor Registry (CCR). Before conducting business with 000, industry 
partners lllUSt be registered. This not only sets them up to do business with the Department, but 
also !lLcilitates electronic payment. To do this, the JECPO created the Central Contractor 
Registry or CCR. The CCR is a central database containing 000 industry partners' procurement 
and financial information. The registration process is perfonned once for every business entity 
with annual renewals. The CCR is accessible on the Internct for registration and for inquiry to 
verify registration before making awards. Perhaps the most important feature ofCCR is that it is 
easy for a small business to register and obtain or furnish information required to be a 000 
business partner. 

Purchase Card Program. Another Defense Refonn initiative supported by the JECPO that 
has experienced success in streamlining the contracting process is the 000 Purchase Card 
Program. The goal was to have 90% of all 000 purchases under S2500 made using the 
government-wide purchase card by the year 2000. The Department exceeded that goal. On July 
20, 1998, use of the Government Purchase Card was authorized in 000 for non-procurement 
busincss areas such as training costs, medical scrviccs, non-appropriatcd fund payments, goods 
and services, and all military interdepartmental purchase requests. Before the purchase card, 
buying supplies and services was labor and paper-intensive, and often required numerous 
approvals. In Fiscal Year 1999, $8.7 million transactions in the Department were made using the 
card resulting in savings of$26 million. Ifwe calculate a conservative $20 savings p~r purchase 
card transaction, the DoD's cumulative minimum savings from Fiscal Year 1994 through Fiscal 
Year 1999, was $175 million. 

Electronic Commerce Conference Working Groups (ECCWG). Last but not least, 
spccial mention needs to be made of the Department's partnership with Industry in the. area of 
Electronic Commerce. On May 4 1999, Deputy Secretary Hamre hosted the Defense Refornl 
Electronic Commerce Conference in the Pentagon. Over 120 Industry CEO's and Presidents 
attended the meeting. DoD was represented by an equal number of senior 000 managers. At 
the conference a number of recommendations were made concerning issues of common concem 
to both Government and Industry. The conference highlighted four issues ofparlicular interest 
-- Informa1.ion Security, Perfornlance Measures, Incentives for Adoption of Electronic Business, 
and Software Quality and Interoperability Management. Four Working Groups of Government 
and Industry subject area experts were subscquently fonned to tackle these issues - olle group 
per issue. They presented 29 recommendations to peputy Secretary Rudy de Leon for 
consideration at a follow-up conference in the Pentagon on June 20, 2000. The Deputy,Secrctary 
has taken these rccommendations and asked the Department's Chief Information Officer to draw 
up a plan to implement them. 



B, REICNCINEERINC I}EFE:'IISE TRANSPORTA nON 

The current processes to document and pay for transportation services are inefficient, 
expensive, and administratively burdensome for both the Department of Defense and commerclul 
camelS, Thai's why the Department is recnginccring its transporwtion documentation tInd 
financial processes to reduce infrastructure, climinute govenmH':nt~unique documents, and create 
a single documentation and billing process ror all modes oftwnsportation. 

We arc achieving these goals by using a third party bank to pay commercial transportation 
bil1s, aIld by eliminating government shipping documents such as government bills of lading and 
military manifests. The U.s. Bank's PowcrTmck third-pnrty payment system decreases the 
number of payment transactions that the Defense Finance and Accounting Service (DrAS) must 
process. Tbe system also p~lyS carriers within :3 days ofconfinn3tion that service was provided l 

and maintains an on-line auditable record. 

Prior to the February 1999 implementation of the PowerTrack system, DFAS paid an 
transportation invoices. Between February and December 1999, the Department oC Derense 
processed over 1.3 million Bills of Lading. DFAS processed 760,000 Govemment Bills of 
Lading using the "As-Is" process. After PowerTmek began processing in February, DFAS lost a 
significant portion of its bill of lading workload. As a result, PowerTraek paid 530,000 of the 
tndividual carrier bills of Inding that DFAS would have otherwise paid, In tum, PowerTrack 
consolidated these 530,(H)O individual bills onto only 475 monthly bank invoices, usmg 7,500 
lines of accounting, and submitted them to DFAS for reimbursement The net result is DFAS 
only had to process 475 bills instead of 530,000. 

Our e,bjcctive is to transfer the entire carrier payment responsibility to PowerTntck. with 
DF AS paying only consolidated monthly hank invoices. As a result. OF AS Will need a much 
smaller infi'astructure to support transportation payments, Since Fehnlary 1999, PowerTrack has 
processed nearly 41 %) of DoD domcstic frcight transactions, While DFAS IS beginning to rca!tze 
immediate savings, total savings envisioned by Management Reform Memorandum (5 will be 
attained once all shipments are processed through PowerTrack, 

By using a third party system like PowerTrack, we can commit to paying earners within three 
days after transportation services are provided, (u fact, metrics collected from July to December 
1999, show that by using PowerTrack just over 94% of the transactions are being paid in less 
than tbrel: business days, rather than 30 to 90 days as in the past. The Department is also 
eliminating 1.6 million govcrnmcntwunique transportation doclimenlli and replacing them with 
cleetrolllcally generated commerciul documents, These documents require less data, and they arc 
the same documents that commercial carriers use for their commercial shippers, The end result 
is less administrative burden, and a standard process Cor our carriers, 



C. IMPROVIi'iG ACCOUN'rABIUTY 

Performance Measures. RcsuHs·drivcn performance management allows munagers to tr.lck 
progress toward their goals, !lag possible problems, anLl continuously improve. It also u!lows 
managers to identify priorities and allocate limited financial resources. During FIscal Y car 200f}, 
the Defense Refonn Orftce worked with DoD componenls to create perfonnance measures for 
the various refonn dTOr1s. The project created 41 perfonnance measures that focused on cost 
savings. process efficiencies. and improved customer service. These performance measures will 
help proviue the infomlation required to effectively manage the reform efforts in the Dcpartm(';IlL 

Ocfense Agency Performance Contracts. Under the Defense Refonn Initiative, 
performance contracts are filling a long recognized nced for stronger Dcpllrtmental oversight of, 
and increased accountability within, the Defense Agencies and separate Pield Aetivit.ics. In 
addition, perfonmmce contracts provide a: needed vehicle to ensure greater customer participation 
in future planning at the Defense Agencies. As of Fiscal Year 2000, nine Defense Agencies have 
developed annual performance contracts outlining performance requirements and new initiatives 
agreed to by the organization, its customers, the Defense Management Council, and the Office of 
thc Secretary of Defense, 

ln addition to requiring contracts, the DRI fonned the Defense Agency Task Force, or DATF. 
consisting of executives from cuch organi7A1tion with a performance contrdct and representatives 
from each Military Service. stafr from the Office of the Secretary of Defense. and the Joint Staff. 
The DATF is an oversight body charged with providing dir~'Ction and guidance to those involved 
in the perfonnancc contract process, Using working groups established for each organization 
and a steering group 10 give ovemll direction. the DATF provides progress updates and 
recomlllcndations to the Defense Ylanagcmcnl Council rcgarding the contracts and rcsults of 
perfonnance against the contract metrics, 

During January 19'-)8, four organizations completed ()ne~year perfonnance contracts that 
covered Fiscal Year 1999. lllCSC organizations, the Defcnse Finance and Accounting Service, the 
Defense Contract Audit Agency, the Defense Logistics Agency, and the Defense Health 
Program, worked vcry closely with their customers and the staff in the Office or the Secretary of 
Defense 10 identify critical management mctrics for usc in the contracts. 

During FiSCHl Year 2000. signi fiellnlly improved performance contracts were developed for t! 
lotal of seven organizations using lessons learned from the Fiscal Year 1999 comracLprocess. 
These contracts, in addition to being mlllti~year contracts covering fiscal year 2000 through 
2005. include new rccllginccring actions to be taken by the organizutions to jrnprov;!: the way 
ccrhlin business functions arc performed. 

Increased customer involvement was also stressed when drafting the: Fiscal Year 2000 
through 2005 performance contracts, as evidenced by the inclusion of "additional commitments'· 
required of other Department of Defense Components. These additional commitments highlight 
the joint effort necessary, b~ both the service provider and their customers; to achieve success in 
meeting the stated contract pcrrorn1ance goals, 



For fiscal year 2001 and beyond, all nine of the organizations required to develop 
performance contracts will submit them to the DMC for approval. These contracts will coincide 
with long range planning doeumcnts submitted by each organization in May of every year and 
will be a linking tool between those long-term plans and the annual budget submission. 

At thc end of each Fiscal Year, the OSD staff will conduct a rcview of performance results 
against stated perfomlance contract metrics. The review will highlight successes as well as 
problem areas and help both the organization and its customers improve communications, initiate 
joint solutions to problems, and develop improved metrics for future contracts. 

AlthClugh thc DRI only requires ninc organizations to submit performance contracts to the 
DMC, other Agencics and Service entities arc using the performance contract format to devclop 
their own internal management tools. This effort has been supported by the Defense Agency 
Task Force whenever possible. 

Perfornlance contracts have achieved several important things already. First, the level of 
communications between the organizations and their customers has improvcd dramatically. 
Second, organizations submitting perfornlance contracts must carefully articulate what their 
business areas are, who their customers arc, and must assign appropriate resources to'each 
business area. Finally, the Defense Agencies and Field Activities have available to them an 
important management 1001 that focuses on making continuous improvement in the way the 
Department of Defense conducts its business affairs. 

D. 	 PRIVATIZING HOUSING 

A top Department of Defense priority - and among the most important aspects of our Scrvice 
members' lives - is the quality oflheir housing. About a third of our personnel live in'DoD­
owned housing ... much ofil in need of rev ita liz ali on or replacement. DoD owns about 300,000 
housing units. ApproximatcJy 200,000 units are old and in need of extensive repair. However, 
using traditional military construction practiccs and funding, it would take 30 years and about 
$16 billion dollars to improve them to an acceptable condition. 

In January 2000, Secretary Cohen announced a major 3-prong initiative to improve military 
housing, which includes thc following components: 

• 	 Increase housing allowances to eliminate the out-of-pocket costs being paid by Service 
members for off-base housing in the United States; 

• 	 Increase reliance on the private sector through privatization; and 
• 	 Maintain military construction. 

The first prong is intended to lower average out-of-pocket costs from 18.8 percent currcntly, 
to 15 pcrcent next year, and eliminate them all together by Fiscal Year 2005. This will be 



accomplished through a gradual increase in housing al1owances, making more money available 
to Service members to pay for housing. Service memhers will realize an immediate impact rrom 
higher allowances, because it will improve the quality and availability of existing ofT~base 
hoosing options. The initiative also rurther strengthens ongoing efforts to eliminate DoD's 
inadequate on-base family housing hy risea! year 201 0 through the increased use of privatization 
as well as traditional military constmction, the last two prongs of this effor!. 

The OoD's ;"1ilitary Housing Privatization Initiative, which Wl1S signed into law in 1996, 
provides powerful tools to help acquire. operate and m.aintain DoD's hQusing, These' tools help 
DoD decrease expenses and eliminalc traditional costs by fundamentally revising the way we 
fund and huild housing. The initiative '1lso provides incentives to the private sector 10 botter 
leverage private scctor financing. Over 1,000 units were privatized in Fiscal Year 1998. Nearly 
2.700 additional units were privatized in Fiscal Year 1999. bringing the cumulative total to aboul 
3.700 units. The Department is working on privatizing an additional 24,300 units in Fiscal Year 
2000, to reach a cumulative total of approximately 28,000, 

Larger allowances increase the income available to private sector developers, improving the 
quantity and quality of privatized housing. The Department will continue to review and 
encourage housing privatization projects by each Service. The combination of incrcased 
allowances and expanded use of privatization will allow for more efficient use of cUlTent family 
hOllsing c:onstruction funding, the third prong of Secretary Cohen's initiative. Increased 
availability of quality private sector options will relieve some pressure for on~base housing, 
reduce the need to maintain older, high cost units, and better allow resources to be dcvote,.'() to 
improving and maintaining needed Oil-base housing. 

Using all three prongs of Sccretary Cohen's housing initiative together will greatly improve 
lhe availability and quality of living for our Service memhers, which will help us attract and 
retain topwquality personnel. 

E. ENERGY MAl'iAGEMENT 

The Department of Defense spends over 56 billion a year Oll energy ~ $2.3 billion on its 
buildings and facilities alone. In fact, DoD consumes thrcc~quartcrs ofthe total encrgy used by 
the Federa.l GovcrnmenL By Presidential order, the Dod must decrease its cunsumption of 
energy .md water. The President's goal: by 2010, DoD must reduce energy consumption in its 
buildings 35 percent below 19851evd5. The Department is also required to nxluce associated 
greenhouse gas emissions, and to increase the use ofrenewable energy, 

The Department has made great progress in meeting the Prcsidenes gonl. rcducing energy 
consumption by more than 19 percent since 1985. The DoD is continuing to work toward the 
2010 gout by upgniding existing buildings with energy emdent systems, and using new 
sustainable design techniques to increase the energy efficiency of new construction. The DoD 
also plans to privatize aU availability utility systems. Currently, 312 systems are privately owned 
and OI)Cmted, and 2,300 systems are being considered for privatlzation. Conveying utility 



systems ~o the private sector will save money. enhance energy efficiency, and allow the 
Department to focus on overall energy usc and costs. 



Chapter 3 - Creating the National Jrnagery and Mapping Agency 

The National Imagery and Mapping Agency (NIMA) WaS established by the ~NatiolU!l 
Imagery and Mapping Aet or 1996, efrective 1 Octobcr 199G, under thc National Defense 
Authorization Act for Fiscal Year 1997, 

Creation of NIMA followed more than a year of study, debate and planning by the 
defense, intelligence and policy-making communities as well as the Congress. NIMA 
incorporates the Defense Mapping Agency, the Central Imagery Office. and the Defetise 
Dissemination Program Office in their entirety; the mission and functions of CIA '5 National 
Photographic Interpretation Center; Hnd the imagery exploitalioll, dissemination and processing 
clements of the Defense Intelligence Agency. l\'ationul Reconnaissance Office, and Defense 
Airhome Reconnaissance Office, 

By eliminating the organi:<:ational barriers among rrogran1s and members of the imagery 
and gcospatial communities. NIMA creates an environment where resources and information can 
fuse to serve the expanding demands for imagery, and imugery-dcrived and geospatinl 
infonll:ltiol1 and products, The creation ofNIMA and the mission wilh which it is charged 
represents a fundamental step toward achieving the Department of Defense vision of creating 
dominant battlespace awareness, 

By centralizing responsibility for imagery, imagery analysis and geospatial infomlation, 
NIMA will be better able than ils scpaflltc predecessor organizations 10 exploit the tremendous 
potcllti~tl of enhanced collection systems, digital processing techuology and the prospective 
expansion in commercial imagery, 

t 



CIIAPTER 4 -- REFORMING DEFENSE ACQUISITION PRACTICES 

Background 

000 is in a new environment: (a) the acquisition budget has dropped by over 66% from 
1986 and will remain at lower levels for the foreseeable future; (b) the nation no longer faces a 
monolithic threat but a number of asymmetrical threats; and (c) the greatest advances in 
technology are occurring in the commercial market place, where we have limited access. In this 
environment DoD must be the World's smartest, most efficient, and most responsive buyer of 
best-value goods and services that meet our warfighter's needs from a globally competitive 
industrial basco In order to operate in this new environment, we had to refonn QlIr acquisition 
practices. 

Secrelary Perry spearheaded reform with his vision statement, Acquisition Reform - A 
Mandatefor Change. Based on Secretary Perry's vision, 000 led the effort to implement 
change, which ultimately led to the President's kick off for Acquisition Refonn in October 1993 
and resulted in the Federal Acquisition Streamlining Act of 1994 (FASA). On October 13, 1994, 
President Clinton signed FASA, making it easier for the government to acquire goods and 
services from the commercial market place. F ASA made changes in procurement law by 
exempting the purchase of commercial products from several statutes and expanded the 
definition of a "commercial Product". 

The Clinger-Cohen Act of 1996, which consisted of two parts, followed F ASA. The first 
part is the Federal Acquisition Reform Act of 1996 (FARA) which made additional changes to 
increase government use of commercial products. F ASA and F ARA allowed for reduced 
government oversight, simpli fying contracting procedures and bringing government practices 
closer to commercial practices. 

The second part, legislation that furthered acquisition reform in information technology, 
is the Information Technology Management Refornl Act (ITMRA) of 1996. ITMRA improved 
how federal agencies select and manage information technology resources. For 000, it singled 
out the role ofinfornlation technology and national security systems in improving DoD's 
operations and procedures. Investments in infonnation technology must provide improvements in 
mission performance. In June 1997, Secretary Cohen named the Assistant Secretary of Defense 
for COl1ll1land, Control, Communication and Intclligence as the ChierInformation Officer for the 
Dcpartment and required each Military Department to appoint a CIO. 

The commitment for reform continued with Secretary Cohen's submission of the Section 
912(c) Report required by the National Defense Authorization Act for Fiscal Year 1998. This 
legislation required the Secretary to submit to Congress an implementation plan to streamline the 
acquisition organizations, workforce, and infrastructure. Secretary Cohen presented his Section 
912(c) Report to Congress on I Apri11998. In this report, Cohen provided the Department's 
actions to accelerate the movement to the new workforce vision. This plan included studies of 
fourteen different areas, including Command, Control, and Communications Integration; 



Requirements and Acquisition; Integrated Test ·and Evaluation; (lrice-based AcqUlsition; and 
FutufC Acquisition Workforce. The findings oflhese section 912c studies became the basIs for 
additional reforms and were reflected in policy changes, 

DoD has achieved a large measure of success with acquisition reform. The Qepartmcnt 
has mad~ a number ofcritical and historical changes that arc now being institutionalized and 
beginning to bear fruit. As a result of Secretary Perry's Matu/afe for Change. FASA, Clingcr­
Cohen Act, and the Section 912c studies, the most significant initiatives are as follows; 

A. 	F ASA and FARA allowed us to reform the way we buy goods and services. 

• 	 ImpJementation of FASA and FARA. The Department led the effort withitl the executive 
brancb to implement both FASA and FARA. For FASA, the Department formed 11 tcams 
consisting of multi-functionul experts rrom across the government The teams. produced 28 
rutes in less than J0 months while conducting 9 public mectings, They involved industry in 
the development of the rules and implemented training ror OUt' workforce. 

• 	 Deflmsc Acquisition Pilot Programs. F ASA provided special authorities for five Defense 
Acquisition Pilot Programs (DAPS) as a result of Fiscal YCllr 1995 Defense Authorization 
Act. The Fiscal Y car 2001 Defense Authorization Act authorized continuation of the pilot 
programs through FY 2007, The five programs ure; Joint Direct Attack Munition (JDAM); 
Fire Support Combined Anns TacJical Trainer (FSCATT); Joint Primary Alrcrufi Training 
System (JPATS); Commcrciul DerivHtive Engine (eDE); and Commercial Derivative 
Aircraft (CDA). The pilot progrnms werc afforded statlltory relief under provisions oftbe 
FASA. In addition, USD(A&T) designated certain medical, subsistence, and clothing items 
of the Defense Personnel Support Center and the C~130J Aircraft program as regulatory 
relief-only pilot programs. All seven of tile pilot programs were granted regulatory rclicfby 
the USD(A&T). The pilot programs are realizing substantial progress iii demonstrating Ihm, 
through the use of commercial products and commercial practices, Jlillitary items can be 
acquired with improved development and delivery schedules. at reduced cost; and with 
subslantial gains in in-house efficiencies. 

• 	 Commercial Items and Practices. The Department hus: been championing the usc of 
commercial items to meet its requircments whenever practicaL The use of commercial items 
allows us to take advantage of the innovation offered hy the commercial marketplace and 
ensures that we have access to state of the art technology while reducing our ovel?"1ife­
cycle costs. as in our Commercial OperatIon and Support Savings Initiative (COSSl). As 
important as the use of commercial items is the adoption ofcommercial practices when we 
buy goods or services, whether tlley arc commercial or no1. The use of commercial pmcticcs 
allows us access to vendors who would not otherwisc do husiness with 000. In many cases, 
the commercial practices of these companies are superior to the ones we call out in our 
military specifications and slandnnls, thus improving tbe quality of the products we purchase. 



giving us greater flexibility in dealing with support of those products and reducing the Ii fe­
eycle costs. Equally as important is our encouragement to the companies that make up the 
DoD industrial base to move to commercial practices so they can be more competitive in the 
global market place. 

• 	 Promoting and Stre~'mlining the Use of the Government-wide Purchase Card. With the 
creation of the micro-purchase threshold the Department had a unique opportunity to reduce 
the time and effort we expend to procure relatively low dollar value, low risk items and 
services. Through the usc of the purchase card and the use of EC/EDI we order goods and 
services from our desktops and take delivery when it is needed, reducing our own internal 
costs of procuring and storing those items. This gives our managers greater flexibility in 
managing their limited resources and getting the mission done. We established a National 
Perfomlance Review (NPR) Goal to simplify purchasing and payment through use of 
purchase card transactions for 90% of all DoD purchases. 

• 	 Satellite Broadcasts - Since 1996, the Department conducted and sponsored activities and 
events to train the acquisition community's workforce. Working with our indust'ry partners 
and other federal agencies we have conducted training programs through the use of satellite 
broadcusts. These satellite broadcasts have proven to be an effective means to provide timely 
and accurate infomlation about how DOD is changing the way it acquires needed goods ancl 
services. The satellite broadcasts included e~ucational videos and an opportunity for workers 
in the field to ask questions, on the air, of a panel 0 f experts from Government and industry 
in th<: various refonn areas. Field response to these programs has been very positive. 
Training topics have included FASA implementation; the Simplified Acquisition Threshold 
and FACNET; the Single Process Initiative; the Overarching and Working-level Integrated 
Product Team Process; and Electronic Commerce/Electronic Data Interrace; Multiple Award 
Task and Delivery order Contracts; FAR Part 15 rewrite; Performance Based Service 
Contracting; Market Research; Cost as an Independent Variable; and Earned Value 
Management, Oral Presentations, FAR Part 12 Commercial Acquisitions, Past Perfonnance, 
and Contract Pricing. Our viewer participation includes both government and industry. The 
broadcasts are taped and subsequently distributed through the Acquisition Reform 
Communication Center. Guests on ,these broadcasts have included Secretaries Perry and 
Cohen and Deputy Secretaries Hammre and DeLeon. 

• 	 Electronic Commerce/Electr:onic Data Interchange. The Department led the effort in the 
Federal government on the implcmcntation of elcctronic commerce/elcctronic data 
interc.hange (EC/EDI). The Department put together a team to identify where the biggest 
retum from the use ofEC/EDI was in the procurement process and to develop a plan for 
implementing EC/EDI throughout the Department. The team's recommendations were 
adopted and the Department has automated over 200 hundred contracting offices doing over 
60%) of the Department's contracting actions. 



• 	 Acquisition and Logistics Reform Week: This event was initially held forone'day. with tho 
first AR Day was held on May 31 t i 996, The objective was to communicate Ihe message of 
acquisition refonn 10 our workforce and industry partners, A second event, was conducted in 
Mareh 1997 and emphasized implcmem",ltion ofour acquisition reform, The first AR Week 
was held March 17-21, 1997 expanding the 1996 AR Day cancep't and focused on using 
tcamwol'k as a catalyst for making acquisition reform the norm, Top lcadcl's from the 
Department participated including Secretary Cohen and the ehajnnan vfthe Jomt Chiefs of 
StarfGeneral Shelton, For the first time, industry and civilian agencies participated in the 
development and delivery of training on government acquisition issues, In addition, the 
Department undertook to provide training; to' the entire acquisition community, DoD, civilian 
agencies and our industry counterparts, During this. week, acquisition workforce members 
around the world will focus on implementation of our acquisition reform initiatives-the 
ones most critical to their team, and {he work yet to be done in effectively applying them to 
the team's mission, Feedback from the Acquisition Workforce indicated that the value of 
Acquisition Rcfonn '.\leek was such that it should be scheduled on an annual basis. 

B. Clinger-Cohen allon'ed us to reform the wny we buy information tecbnolo~y, 

• 	 Usc and Collection of Past Performance. Use of past performance in source selection ",',.IS 
identified as one of the most important changes the Department could make to improve the 
quality of the products and services the Department purChased, Past Pcrfol111unce.lnformatioll 
(PI)I) is very ~lscftll in motiv.lting contractors to improve their performance because of the 
potential use of that infonnation in future source selections. It is equally useful as a means of 
communication, providing feedback nnd additional pcrfornmncc incentives for ongoing 
contracts. A contractor that delivers what thc contract requires without extensive follow~up 
effort 00 our part is clearly delivering better value than a contractor that charges the same 
price, yet needs constant surveillance by our personnel to ensure performance. Througb a 
business sector approach, we automated the collection of past perfonnance infonnatlol1 Into a 
database where the infonn,alion co1lccted between sectors is available where appropriate, 
Additionally, we prepared a Past Pcrfommnce Guide to assist contracting ofliccrs in the use 
and collection of this data. 

• 	 Protest Reform. Refonlling the protest process for aequisitions within 000 was,a priority 
for tht: DepartmenL In the infonnation technology arena, for instance. there wasn'l a single 
major iT buy that wasn't protested. These protests required the dedication of substantial 
resources by both government and industry and in the Hnal analysis mOl'e often than Hot, 

added little value to the government acquisition process, In addition, we did not do a good 
jon across the Department in trying (0 resolve disputes over the pre-award process with our 
iOtil,lstry partners. This drove them In many cases to me a protest at lhc General Accounting 
Office in order to obtain information that would allow them 10 delemline why they were not 
the successful offeror. By instituting regulatory refonn and obtaining legislation, we have 
provided industry with rnorc informaliol1 c:1flier in the process, given them a pro~ess for 



dealing directly with the contracting omccr in resolving issues relatcd to awards of contracts 
and reduced the frequency with which IT procurements are protested. 

• 	 Othl~r Tnmsactions Authority. The Defense Advanced Research Projects Agency was 
given authority in Section 845 of the FY 1994 National Defense Authorization Act to use 
"Other Transactions" (instead of commonly used contracts) for prototype projeets that are 
directly related to weapon systems. "Other Transactions" are more flexible than contracts 
since many statutes do not apply. The Section 845 prototype authority was made available 
for Department-wide use on a trial basis in the FY 1997 Authorization Act. The FY 2001 
Authorization Act continued its use through 2004, but added several limitations such as 
requiring the use of "non-traditional" defense contractors. 

C. 	Sccn~tary Perry's Multdtlte for Challge rcformcd how , ...·c develop and produce systcms. 

• 	 Military Specific.dion/Standard Reform. As a forenlllner of this reform, Under 
Secretary Dcutch issued a policy memorandum on February 14, 1994, which recognized 
Intemational Standards Organization (ISO) 9000 as a valid substitute for MIL-Q9858. 
However, thc reform rcally began on June 29,1994, when Secretary Perry approved the 
recommendations of the Military Specifications and Standards Process Action Team and 
issues a memorandum titled Specifications alld Standards - a New Way ofDoing Business. 
The intent of the recommcndations was to movc from rcJiance on detailed design 
specifications and process standards to stating requirements in performance terms. The 
Secrctary's direction was to use pcrfomlance specilications (either commcrcial or military) 
in new solicitations and contracts. Ifperfomwnce specifications could not be used because 
they wcre not cost effective, were not practical, or did not meet the users' needs, 
commercial design specifications should be used. Design specific military specifications 
and standards could only be used with a waiver by the Milestone Decision Authority. In 
Seplember: 1997 Under Secretary Longucmarc further stated: "It is Department of Defense 
policy to not require standard management approaches or manufacturing processes in 
solicitations and contracts, but rather to rely on performance based requirements whenever 
practicable." 

• 	 Rewrite of DoD Dircctiyc 5000.1 and DoD 5000.2 Instruction - In 1996, the 000 5000.1 
and 5000.2 Defense Acquisition Policy manuals were re-written to match the guidance of 
Secretary Perry. The manual underwent a significant re-write and went from 1000 pages to 
100 pages to reflect the streamlined process. 

• 	 Single Process Initiative - The Single Process Initiative (SPI) was an extension of military 
specilications and standards refoml and enabled us to change numerous existing contracts 
simultaneously in contractor facilitics. This allowed us to take advantage of single proccsses, 
which provide access to state of the art technologies, more efficient business processes and 



reduced overhead costs. As of January 1998 we have accepted 829 initiatives at 273 

contractor facilities and dozens more are under consideration. 


• 	 Federal Acquisition Regulation (FAR) Rc-write. DoD formed a process action team 
(PAT) to study OUl' pre-award process to dctcnninc what changes could be made to hclp us 
achieve our vision ofheing smarter, faster, better and cheaper in our acquisition system, A 
number of areas were studied where relatively minor changes would have a significant 
impflct on the quality ofour procurCnlenl process. The PAT recommendations include 
realigning our approval autborIty levels for sole source procurements, increasing 
communication in the pre-award process, providing offeror:;. better and more timely 
dcbrlefings, and eliminating offerors from the competitive range \vho did not have agood 
chan=c of getting the .award. Mostnf the recommended changes were implemented in the 
rcwrUcofFAR Part 15. 

• 	 Integrated Product & Process Devclopmcntllntegrated Product Teams (lPPD). (lPPD) 
and Integrated Product Teams OPTs) would be used throughout 000. IPPO is a widely 
defined management technique that brings together representatives from several disciplines 
in IPTs at the very start ofa project. This allows for early~on and continuous insight by all 
stakeholders in a program. It also encourages team members to work togcther in'an 
atmosphere ortnlst and cooperation to make a program successfuL The IPT approach 
reduces the probability of raising lnst minute, major issues that could delay a program by 
integrating timely input from all team members Wilh varied functional backgrounds. 
Through IPTs we do a better job ill structuring programs to be successful, idenlify and 
resolve issues in a timely manner, and reduce the time it takes to go through the decision 
cycle. There arc ~hree types of IPTs. Overarching IPTs (OIPTs) provide top-level strategic 
guidance, functional area leadership, and a forum for issue resolution. Working LevcllPTs 
(WIPTs). of which there can be several as detcl111ined by the requirements ofeach program, 
serve as a major advisory body to the Progmm Manger. Program-level IPTs (PIPTs) arc 
formed bct\vccn the program officc stutTand the contractor and, again, serve as an advisOlY 
body to the Program Manager. 

• 	 Open Systems InitiatiVe. The Open Systems Approach is both a technical approach and a 
prefclTcd huslness stmtcgy that allows DoD to field superior .combat.capability quicker, and 
at a more affordable cost. Applying widely used interface standards in weapons systems wiil 
enable multiple sources of supply and technology insertion. Open systems are designed to 
Improve performance and lower cost or weapons systems by taking advantage of competition 
and innovation in the commercial market. They mitigate obsolescence by facilitating 
technology insertion. In addition, open systems scrve to insure that we always have access to 
cutting edge technologies and products, and prevent DoD from being locked into proprietary 
technology. In a global rnarkct, everyone, including potential adversaries, will gain 
increasing access to the same commercial technology base. The military advantage goes to 
the nation that has lhe best cycle time to capture the very best cOfnmerciaHy available 
technOlogies, incorporate them in weapons systems, and get them fielded first. Moreover, 
since t;oalition opera.tions with U.S, Allies place a high premium on interoperahility, it is 



essential that 000 systems are compatible and can be sustained through a common logistics 
support structure. Open systems specifications and standards promote standard interfaces 
and interoperability with our Allies. 

• 	 Dcf(~nse Acquisition Deskhook. The Defense Acquisition Deskhook is an automated 
refc[cnce tool that provides acquisition information for all functional disciplines and for all 
Services and 000 Agencies. It is designed to provide easy access to the most current 
acquisition infornlation. Since release of the operational test version in May of 1996, the 
Deskbook has grown from 30 to 250 megabytes ofinfornlation, from a CD distribution of 
1,000 to orders for 27,000 (includes Deskbook CDs provided to government personnel and 
those sold tlirough the Government Printing Office), and boasts a llser community of 
approximately 500,000 across OSD, the Services and Agencies, and Industry. The Defense 
Acquisition Deskbook is an automated reference tool that provides acquisition infonnation 
for all functional disciplines and Services and 000 Agencies. It is designed to provide easy 
access to the more current acquisition infornlation. 

• 	 Streamlined Testing. Secretary of Defense Perry outlined five themes to refoml and 
improves the test and evaluation process and better supports streamlined acquisition. These 
themes arc: 

I. 	 Early tester involvement, especially the operational tester, in the development of a 
system to identify potential problems early so that they can be addressed as the 
system is being designed. 

2. 	 Combining development test (0'1') and operational test (OT) activities to enable 
more efficient usc of test resources. 

3. 	 Combining testing with training or field operations to reduce the cost of testing as 
well as improved its realism. 

4. 	 The use of modeling and simulation (M&S) to support resolution of test issues has 
migrated to the Simulation, Test and Evaluation Process (STEP) where M&S tools 
used in system design are being used to resolve test issues. 

5. 	 Test personnel and organizations participation in the ACTO process to assist ACTO 
planning and evaluation and to support ACTO transitions to acquisition at advanced 
milestones. 

• 	 Advanced Concept Technology Demonstrations. The Advanced Concept Technology 
Demonstration (ACTO) program is designed to address early the doctrine and the concept of 
operations needed to fully exploit new capabilities. The objective of this program is to 
address critical military needs by building field-able prototypes and providing them to the 
operational forces so they can make an assessment of military utility in realistic combat 
environments. To make this assessment, the user must integrate the capability into the 
orgalllzation and must develop the doctrine, operational concepts, tactics and procedures to 
take advantage of the capability. They must also train both the operators and their command 
structure. In an ACTO, the test of military utility is perfonnance after being integrated in the 
field. 



• 	 Education of the \Vorkforce. A solid foundation for the education ofthc workforce has 
been established under the Defense Acquisition Workforce [mprovemeIl1 Act (DAWfA). 
The Defense Acquisition University, using its consortium of schools, has established 81 
courses with over 12QO offerings educating approximately 35,000 members of tile workforce 
pcr year. 'nlC material in these courses is work performance specific and incorporates all of 
the Department acquisition rdorm initiates. The courses are moving from the tmditional 
classroom delivery at the schools to on~sjte where the workforce is located. DAU is 
dcvc~loping modem technology distance lcamillg methods for teaching these c~urses. The 
first course using distance learning technology all the internet is available to our sludents. 
This is only a start and more work needs to be done to evaluate all course for technology 
based instmclioll. 

• 	 Civil-Military Integration (eMI). Increased integration between the civilian and militmy 
sides of the business world is requircd for fully I'eforming how the Department procures 
services am} products. CM[ initiatives ilrc varied in nature, but the primary areas are with 
Perfi)mlanCe Bas:OO Service Contracting, FAR Pan 12 Rewrite and Packaging Ref01111. The 
Undf;r Secretary for Acquisition, Technology and LDgistics released a policy on April 5, 
2000 that at u minimum, 50% ofservice acquisitions, measured in both dollars and actions, 
are to be pcrfonnancc based by the yeur 2005. Service based requirements are to be 
articulated using the desired end result, mther than required methous of perfonllancc, FAR 
Part 12 is the federal regulation on the purchase ofcommercial items. It implements the 
Government's preference for the acquisition of commereial items contained in F ASA by 
cstahlishing acquisition policies m.ol'C closely J'csembling those ofiha commercial 
marketplace and encouraging the acquisition of commercial items and components. As the 
Dcpartmem increasingly utilizes commcrcial practices. the FAR Part 12 Rewri1c will 
continue to streum line government procurement making acquisition professionals more 
eflicient in the acquiring of goods and services_ 'n Packaging Reform. the Department is 
pursuing pilot programs to allow participants the l1exibility of packaging in accordance with 
commerdal shmdards, in lieu of military packaging specifications. Pilot participants report 
significant savings in cycle time and packaging material cost reductions. 

• 	 C::lrccr Deve(opment and Rotations. On May 29, 1996 Under Secretary Kaminski 
establIshed the Civilian Career Development program in OUSO{A&T), to be admlntstered hy 
the Director, Acquisition Program Integration, The Civilian Career Development Program is 
an opportunity for OUSD(A&T)'s career civilian staff mcmbcrs to seek out and complete 
developmental assignments In government or industry. The intent is for developmental 
assignments to be flexible, tailored to individual and organizational needs. and hroadly basIXI. 
The progr.rlll is entirely voluntary, This program helps both the overall OUSD(A&T) 
organization :md the individual members of the career staff to accomplish two key objectives, 
First, il will increase organiLational productivity and effectiveness by providing A&T with a 
broadcr perspective and increased appreciation for diverse mission requirements. Second, it 
will broaden the experience base of the A&T career staff The career development program 



will provide an opportunity for A&T employees to refresh their skills, learn more about other 
organizations, and gain additional career experience. 

D. Section 912c Studies reformed hon' n'e manage our processes. 

• 	 Sec1ion 912c Report. In carrying out the defense strategy for the 2pl century, Secretary 
Cohen outlincd fundamental reform in how the Department conducts business by 
implementing a revolution in business affairs. Five focus areas were studied in the areas of: 
I) Restructure of Research, Development and Test; 2) Restructure of Sustainment; 3) 
Increase Acquisition Workforce Education and Training; 4) Move to Integrated, Paper-Less 
Acquisition; and 5) Future Focus areas. 

• 	 Section 912c Studies. ,From the five focus areas outlined by Secretary Cohen, a total of 
fourleen studies were chartered with key experts from across the Services and OSD, and 
orten including members from industry and other government agencies. These studies and 
their final report or policy release dates are as follows: I) Development of an 
Implementation Plan to Streamline Science & Technology, Engineering, and Test and 
Evaluation Infrastructure with the final report dated July 1999; 2} Establishment of a Joint 
~onlmand & Controlilltegration/lnteroperability Group with the final report dated October 
1999; J) Establishment of a Study Group to Implement Reenginecred Product Support 
Practices within the DoD with the final report dated July 1999; 4) Establishment ofa Study 
Group on Program Manager Oversight of Life-Cycle Support, better known as the Section 
816 Report to Congress, dated February 1999; 5) A Plan to Accelerate the Transition to 
Perfimnance-Based Services released in June 1999; 6) Continuous Learning for the Defense 
Acquisition Workforce policy dated December 1999; 7) Commercial Business Environment: 
Accelerating Change final report of November 1999; 8) Implementation Plan to Recruit, 
Develop. Reward & Retain Technology Leaders final briefing dated July 2000; 9) Future 
Workforce final report released in April 2000; 10) Moving to a Paper-Free Contracting 
Process by I January 2000and addendum policy written in July and May 1997; II) 
Transition to a Digital Environment for Acquisition Programs policy and guidance dated July 
1997; 12) Establishment of a Study Group to Analyze Implemcntation of Price-Based 
Acquisition within the DoD final report dated November 1999; 13) Summary of the Defense 
Science Board Task Force 011 Test and Evaluation final report dated September 1999; and 
14) Establishment of an Oversight & Steering Group to Review the Adequacy of the 
Requirements Generation System to Fulfill Current & Future final report dated August 1999. 

• 	 Road Ahead. On 2 June 2000, Under Secretary 1.S. Gansler, USD(AT&L), released The 
Road Ahead -- Accelerating the Transfornlation of DoD Acquisition & Logistic Processes 
and Practices. The report provides highlights of several of the key Section 912c studies and 
provides a roadmap to continue future refoml efforts. 

• 	 Rewrite of DoD Directive 5000.1 and DoD 5000.2 Instruction. On October 232000, 
Deputy Secretary of Defensc Deleon signed the revised DoD Directive 5000.1 and the 
Department published the new 000 5000.2 instruction and Regulation. This rewrite of 



DoD's hasic guidance for the acquisition of major systems was lnlcnded to accomplish 
several things: rapid acquisition with demonstrated technology; timc~phased requirements 
and evolutionary development; integration of' acquisilion and logistics; integrated tcst and 
evaluation; intcroperability; cost as a requirement that drives design, procurement, and 
support; and increased competition, 

The grcalcst impact oflhese changes will be increased flexibility and a greater emphasis on 
proven technology. There are multiple process paths to entering system acquisition, 
dep!!nding on the maturity of the technology, A system must achieve provcl1technology 
hefore entering systems level work at Milestone Band [ull system demonstration must be 
completed before committing to low rate production at Milestone C. Hopefully. this will 
rc1i<:vc some pressure on the program managers by aIlowing them to fully develop 
tcchnology before i1 is integrated into a system. Another area that will be impacted is 
considering toial owncrshlp cost early in the process to allow design tf<lJeorfs to occur carly 
on to help lower support costs. 

• 	 Transforming Acquisition and Logistics. To successfully trans[onn the acquisition 
process, DoD has established tbree strategic goats. The goals are to quickly field high-quality 
defense products through reduced cycle times; lower the total ownership cost of defense 
products; and reduce the overhead cost of the acquisition and logistics workforce and 
infrastructure. The DoD 5000 policy for systems acquisition rewrite wilt address integration 
of acquisition and logistics early tn the process to stress the. importance of designing in cost 
effective support into the design. 

To meet the challenges of Joint Vision 2010, DoD is tnmsfonlling logistics fmm the mass 
model of the 20th century to a highly flexible. lean model for the 21st century. Building on the 
commercial sector's logistic successes ofworld-cJass performance. DoD envisions integrated 
supply chains that focus on meeting warfighters' requirements at the point ofnced. To meet 
these requirements. DoD is moving to replace a large infrastmcturc with infomtation and 
rapid transportation, reduced cycle times: based upon commercial practices. and limited 
{..'cbclons within the process 10 those that clearly demoilstrate value. 

• 	 AC(Juisition \Vorkforce Task Force. The Department of Defense (000) is on the precipice 
ar.l crisIs tlmt the rcst of the public and private Sectors \viii also encounter-an agc·rcl<ltcd 
talent drain. More lhan 50 percent of the Acquisition Workforce will be retirement eligible by 
2005 requiring a surge in recruiting at all levels. While addressing this challenge, the 
Department has u unique opportunity to change lIs civilian workforce culture. DoD must 
attract quality people by offering them quality work; work that is challenging. satisfying and 
importunt. 

A number of factors have comhined to change the education, training, and experience 
rcquircmcnis thut will he needed to serve in the DoD Acquisition Workforce in the 21st 
century. First, OUtsourcing, base closures, and technological innovations have created a need 



for a more multi-functional, multi-skilled worker with advanced education and broad 
acquisition experience. Second, 000 has cxpc~icnced a smaller candidate pool and fierce 
competition with private industry to hire the same people. Third, the present workforce is ou! 
ofbal:mce with respect to the number of mid-career level acquisition professionals available 
to replace the aging workforce. Unless immediately addressed, this situation will leave many 
acquisition organizations without the talent and leadership needed to move into the 21 u 
CCnlury. 


