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I. OVERVIEW

INTRODUCTION

One of the truly incredible benefits of Society in the United States has been the ability to
create, stimulate, and propagate the continued eflieiency and productivit \ or the industrial and
business community, in the private sector, to power Itde economy, The WV:111114'1U ot 11,densc
(DoD) has a great opportunity to capitali/e on the practices of- this community. l'he Misiness
Management processes of the Department are complicatNi and conflicting, and the sys;ems that
support them are inadequate, relative to the private sector. Improvement in this area oilers a
great opportunity for the Department to operate more effeetively and efficiently to provide
national security to its citizens.

The objective of the present study is to "Assess the Department's progress towards
transformation in areas of business processes, their interrelliolisliip, ,;, their motworrient
structures, and recommend actions for improvements", the business process areas considered by
the Task Force began with the most critica l area Development of the strate,i , y and ollotiVeS of
the Department for the missions it has to support for the National Security object, \ es; and then
moved to the Use and Management of the Depattinent's Resources (money and people) to
support those objectives. The Task Force's studies included the management and process
systems that cover the areas of finance, acquisition, logistics, personnel, and medical:

Task Force membership is shown in Appendix 13. The Task Force is composed of leaders
with both private sector aril government experience at senior levels,

KEY ASSESSMENTS

The Task Force's review concluded the following key iivie,sincnis of the business
processes and the systems that support them:

1. The Department does not have an effective multi-year business plan that al ipti,-; the
resources of the Department, both personnel and linancial. to

2. The capabllity-needs process continues to be do . ninatcd by the lone ptoviders and
Joint Staff, and is under-represented i)y the (i)('(),\,1

3 Logistics performance is well behind \vorfl-clay, standards in respoiv.ivency„
dependability, cost , and inventory Managcment, `.1 he sy ,..lern i!.; sub-option/et( nyi each
structural organization's accountability. and many items arc lost oi unshandlod at
organizational hand-offs.

4. The allocation of the personnel resoniL:es of the Department., both ci I e,nd military,
does not rctlect on mission prioritic,.

5 The Department management does not foci is on f..:utput,,. and metrics (-,f poi lc)rmance with
the same energy and focus as it does on acquiring iesourcc.:,• and accountability for
performance-to-objectives is weak..

6. The Department needs intearated business inaleo.s„errient !.y:aurri ,	supp,,rt the
management of resources and 

racking 
for ti-Rjr use. lif,7 	 ydemn :ire not

interoperable and they du not, reflect best practices.



7. The Department
	

betwr methods for measuring andDefense
performance.

In the remainder of this report the TaA I orce reviewrevIew the stattb of the business inanatin
processes and systems in the Department; expands on the above observations and makes key
recommendations ba..i;ed on these assessments, The Ta4(.. Force's recommendations are
summarized below:

FIVEMAJOR RECOm '")ATIONS

The Department should:

I, Create a resource-constrained, output-metric-based, multi-year business plan (with
effective COCOM involvement).

2. Create a Joint Logistic!, Command to assure end-to-end optimization of the nianaerient
of the DoD supply chain.

3 Achieve better personnel resource utilization by shifting all non-inherently governmental
support to competitive sourcing.

4. Achieve a horizontally-integrated Defense Management Information System using COTS
systems and processes.

5. Enhance the use of customer feedback and commercial best practices or Defense Agency
Management by establishing Agency Management Advisory Committees.

CONSIS UNT WITII PREVIOUS Wilt :ill:DIEN

'the current task tore,: ass .,:ssine'nts and recommendations on business practices are
consistem with previous Defense Science Hoard (I )S studies. The prubieni' of business
process IninslOrmation have been long standing, and although conceptual solutions are well
known, the y have beeii vet difficult to accept and implernen! in the DoD for reasons embedded
in complexity, culture, and mai iagement.

The 2003 DSB Report on rnabling Joint Force Cap;ibilities rcvonnw.mded changing  the
PPBE process to have a sitOnger role for joint priority setting; Ilree of its recommendations arc
as follows:

Assign and enforce clear resport.-;itlittes and accountaiiiiity for force capdbilities among
the jona world (Joint Chiefs, J,Inn Staff, combatant commands); force providers (0 iditary
kl ‘Tarnnenk and defense agencies): and the Office oldie Secretary of Defense. tOSD).
Strengthen the influence or the contbitant commanders in identifying joint force needs
and setting priorities foi tilling those needs.

3. This report also recommends Lhat the Dot) adopt a inulti-year business plan with
responsibilities and accountability for mission execution, and a baseline against which
performance can be measured.



The 2002 DSB Report on The Impact of e-Business on Dor) Acquisition Processes dealt
with the IT infrastructure in the Dor) and recommended the adoption of commereial sot ware
and practices. This study compared Dot) systems and practices with those in industry, and
concluded that. there would he irct benetits to having common, interoperable, commercial
business software in the Department. Advantages would include lower initial eost, lower
maintenance cost, and increased interoperability Few systems were seen as needing to be service
specific.

The 1996 DSB Report on Outsoureim ,, and Privatization recommended shilling all non-
inherently-governmental, support to utilize competitive Rees for better performance ;it lower
costs. Among its conclusions, the report states, -The task foice believes that all nor support
functions should be contracted out to private vendors except those functions which are
inherently-governmental, are directly involved in wart -tenting, or for w inch no itlequat.... private
sector capability exists or can be expected to he established."

There have been three recent DSI3 studies on Logistics Transformation:
1. "Lo g istics Modernization", 199e,
2. "DoD Logistics Transformation'', 1')Q8; and
3. "Logistics 7ransformation Phase II'', 2001,

In 1996, the DSB Task Force recommended providing "unified and specified" CINCs with the
authority and resources to pull required support from the logistics system. Lu 1998, the DSB Task
Force encouraged DoD to empower a logistics systems architect – an owner of the logistics
process. The DSB Task Force in 2001 reiterated that unless the logistics system's architect
controls the budget, real improvement will not he possible.

The Task Force's logistics recommendations are very consistent with these previous
studies. Thus, the Task Force's recommendations are not totally new, as the 1)Sli. at-4 others
have recommended many before.

So then the que.st:on is: Why has BMW Or this been done"' First, there ha ., been no
perceived compelling reason to manage e ificiently kSialliar Lo l	 I. hi the private cector),
Second, decision times are too long, driven in part by risk avoidance and diffusion of authi
Third, the system focuses on allocation ot resources 10 the ki  vice Providers, versus to the
mission priorities. Finally, there is little 	 LU iNe output metrics to monitor ellective
resource utilization, Sub-optimization is more consistent with oigani/ationaI assn:nutICIW;. In
fact, there is little consequence for not meeting or even 	 targets,

In this report, the Task Force ha, ,, ought ways to:
1. Focus resource allocation against mission prioritikee
2. Implement resource constraints,
3. implement mission-based personnel allocation sytern;
4. Manage using output metrie=..e and
5. ,Assure clear accountability,

DIRECTIONALLY CONSISTENT Ny rni Doll) lyAiwitsliw

All of the major receenmendations contained herein arc completely consistent with prior
DSB studies, and – very eneouraginey – recent actions by the I)' ii) have begun to take
significant steps in the directions recomm e nded by this report. '',,pecitieally;

1. At the overall mareigement level, making it explicit that the Deputy See i etary	 fietene
is the COO of the DoD – as recommended b y the "Defeir.e lite,iness Hoare uii JIMV. 1 3,



2005, with the clear delineation of rCSpOnsibilitics (that cover Business management
systems modernization, integrated suppl y chain management. financial mlnagetnem and
auditable financial data, Dor) personnel, etc. .... as shown in Appendix

2, initiating steps toward a more lop . down, resource constrained. multi-year, mission (vs,
supplier)-focused, busiaess planning process * including a new PPBE calendar (that links
programming and budgeting, together).
It can be expected that this new process (initiated over the past year, m response to a
2003 Secretary of Detense,direeted study of the DoD resource allocation process, chaired
by formed USINATS41.„) Pete A hit idge) will meet significant resistance; but it is clearly
moving the DoD in the direction advocated by this report 'S proposed planning process.

3 Establishment or the "Defense Business Systems Management Committee," chaired by
the DepSecDcl and with the 1:51) (AT&I,) as the Vice (Thair (see Appendix F for full
membership and charter). "I his group of senior DoD leaders (Services, Agencies. OSD
and JCS) will be responsible for assuring "world-class business operations in support of
the warfighter," It is intended to be the "governing board" to assure —cross-Department,
end-to-end interoperability of business systems and processes." Implementation of this
"horizontally-integrated," Enterprise Management Information System (a revised version
of the Business Management Modernization Program (13MMP)) has been made the
responsibility (via DepSecDef memo dated March in, 2005) of the US D(AT&L) – with
the full support of the CIO, the Comptroller, the USD(P&R) and the Services and
Agencies clearly going to be required fin successful implementation,

4, Identifying trahsCom as the responsible organization for DoD's "synchronized
transportation, distribution, and sustainment." Of.fieally announced on September 25,
2003, the t J.S. transportation Command was appointed as the "Distribution Process
Owner" (see Appendix G for the announced purpose of this change).
Whilc this doc:Hi't cover the end - to - cnd kiti loF,iNtics process, since it is locwicd on

distribution. it is an important, and necessary. step.
5, Secretarial direction to "shit non -w:IrtiOting military portions to civilians" (For

exarnpl1/4:, refer to Secretary Rumsfeld's statement before the House Armed SCF-ViecS

Committee, February 1(, 2005). When combined wi:h the DoD's response to Pres:dent
Bush's Management Initiative #5 (10 shirt all no t. - inherently_govern i nc ti tal work io
competitive sinirein: Y,) those represent a clear step toward a major  UI p ersonnel
resources; resultiint in a more effective and efficient focus on the DoD mission,

6, The Dot ) has recogniied the value of having senior management ads. isory boards; [or its
Defense. Agencies, and has been working to establish one for the Defense Logistics
Ageno (which inan.igcs an annual budget of 527 11111 on),
1 however, over the past year , due to Political pressure, a number of Defense Agencies
have eliminated tor are in the process of elinuna tug) their advisor* boards. Since
effective and efficient management of the 14 Defense Agencies is so important to the
DoD mission, this report recommenUs that an external advisory board can be of great
value mud the members must be appointed solely an the ba s is of their expertise.

These six steps are explicitly recogni7.ed by the DoD and the &suability of this report's
recommendations. In addition, these six steps ate a sign of tlied necessit y , and their achio ability
with leadership and 	 intU ii steps are alre:id!„ underway, while re,:oi.znizi 	 the



possibility of encountering severe resistance, especially since they go further thAn tho s,c7s taken
to date.

While these steps :Ire directionally correct, this Task Force believes that they do not
go nearly far enough to achieve significant transformation of the management of the
Department's business processes to align resources with the Department's missions.
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BU SINESS PLANNING

CURRENT DOD FISCAL PosrrioN

DoD is in the difficult fiscal position of having to do more with rower available
resources. There is a fiscal train wreck looming on the horizon fed ‘n. al entitlements/non-
discretionary funding is likely to grow in the out-years, which \yin adversely impact DoD 's
available topline.	 This "discretionary tinkling challenge - is further ,..‘omplicated by the
Administration's commitment to "fix" (i.e. hold steady) other potential sources of availabk,
topline, e.g. tax cuts, as a means to halve the federal deficit by 2009 iiven the rising nature of
military personnel compensation costs, annual health ea-e costs, and iaeiliiins pro ltrains, ono
discovers that a sizable portion of "defense discretionary" spcndinr, is not so disetetionary, All
these factors combine to produce a daunting fiscal environment for the Defense Depai

Ficusim I. IMO Defense Budget Authority

As depicted by the chart, above, there are ruur pressures concerning Da) budget authority, The
first is the fact that MELPERS accounts will be mint:. for the nc y t dec:id,.:! The ow-A of

maintaining a highly qualified workfoice in a competitive environmeni
will continue steady growth. Second, O&M is growirp, ;.it a rapid late and will remain

significant expenditure over the near future. Third, P.D .fla will ontinue
weapons development costs increase and Congres ,, reee.ivn pre yaire for contmiwd spenitinp, on
new programs in their respective districts. And, tOurth, expr,:nditure.., fOr the 1)efenc .1h ealth
Program (Dl [P ., arc rising rapidly. Conversely, procurement is	 b(Jiind it	 e(;(ni;try

and full recapiudization will not occur until at best 2018. And, lorn! , -terni	 i.:ontirpic'i to

7



• Choose solutions
• Allocate resources
• Oversee Program
execution

• Enforce the Business
Plan

• Provide and sustain
ready forces

• Propose solutions
• Systems engineering
• Integrate DOTMLPF
• Execute programs

• Advise SecDef
• Joint Concepts & Doctrine
• Oversee operational

planning
• Assess strategies &
support

• Conduct joint operahons
• Devolop operational
concepts

• identity needed
capabilities
Assess solutions

• Defense Strategy
• Assign Missions

be cut, to pay for the	 short • 4:rrri needs of the Ser;ic 	 ,:ays the btapairig OM/

for genuine transformation,

AUTHOR rr AND ACCOUNTABILITY

Figure 2, below, simplistically r)i-eserrls the basic definitions of authority and
accountability. Key responsibilities are underlined for emphasis. Responsibility and
accountability overlap. A!; an example of that overlap, while it is OSD's responsibility to riake
overall, priority solutions ,..utd allocate re ,,,oure•i, the! Ser.:licf and his staff (:%..innot do that
competently without lull .::es to the in-depth expertise of' the force providers. Moreover, OS[)
should also interface closely with the customer, th,!. (fornbatant Commanders, w determine force
capabilities and needs,

ht:tio . 2. Detvivie pkumiliu an.1 prugrnning tend responsibilities

liy contrast, and will be discussed further, the force providers dominate the current
process let dci ai flit the right eapabiliiies, While Figure 2 represents eurreni state, in cAecufion,
the force provleis collect -requirements," translate them into rccotmnended individual (and
Service-centric) prograniS, agL;log:tte the proposed proffatos into proposed biliignS, and usher
them through the joint, OSD, and Congressional gauntlet, During this process, Combatant
Commanders' views of their o\\ u capability needs and excesses ha\ c marginal impact rIn most
major materiel program decision. Be issue is Wh011ICI Wt." 111.11ot 111:itald pi-02,- ratTiS that arc
identified as tlOW requirements 31'0 the IBOSt vproprutc p[a.:fOrMS and vn capons to execute an
integrated, unified military approach to loiat warliOting needs, rather than the approach 0°:,.'acia,

- 8 -



•

(-?c,DeflOSD Lead (a)

JCS(joint Staff Least (j)

COCOM Lead (c)

Force Pro\Adet(.-i Leod ()

propose Solutions
—	 (0

rrtegratc:-	 ttie
VAismess Plan (a)

ii:xecute. pi-091011)s
va1ute BP tc.j)

single Service. A similar problem exists regardirq., the :illocation of huntan resources as vkril be
discussed later).

It seems clear that the Combat:tilt I:outmand;rs reed ttron:‘ influence on the priorities of
needed capabilities and associated YC'soul . 0::s. Only the ( s.orribalarn.	 ininanders have operational
requirements that employ all the ,irincd forces as a _joint 	 decisions o ycl- what to buy for
that joint learn must be made from a joint pctsf14.:ctk c.	 cxer,..ishir far mote itriltorit.)•
on resource allocation, early in the process. The mechanism tin c'usttriri	 cr the
expected value for the resources expended is a multi-year, outp .01 ..61) \-cu Dol.) Bus t :Res.; man,

TY1E BUSINESS PLAN CONSTRUCT

The interactive, resource-constrained construct for creating and executnig the usinchs
Plan is depicted in Figure 3.

FlGuRE 3. OSD multi-year, resourmconstrained, output-baud Busbies', Plan construct.

The critical aspects of the figure inchrie shared responsibilities for nut of the activities.
Although there is a clear lead role (as indicated by the bold underline flint), leet.Ibac;k thioughout
the process, the thesis that must be all activities are Li,ntlueted in a i e‘,ouro: comtrained

environment. The result s disciplined resource allocation to the iniy:ion% pronitilvated in the
national military strategy and the formulation of military requirement  with a tor
coherent execution.
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