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. MEMORANDUM 

THE DEPUTY SECRETARY OF DEFENSE 

• WASHINGTON. 0 C. 20)01 

: JUL l7 1981 

FOR Sl;CRETARIES OF THE HILITARY DEPARTMENTS 
.CT~!RMAN OF THE JOINT CHIEFS OF STAFF 
UNDER SECRETARIES OF DEFENSE 
ASSISTANT SECRETARIES OF DEFENSE 
GENERAL COUNSEL 
ASSISTANTS TO T~~ SECRETARY OF DEFENSE 
DIRECTORS OF THE DEFENSE AGENCIES 

SUBJECT: Increasing Competition iri the Acql,lisition Process 

The value of competition in the acquisition process is 
one of our most ~idely accepted concepts. We believe that 
it- reduces the costs of needed supplies and services, im-proves 
contractor performance, helps to combat rising costs, increases 
the industrial base, and ensures fairness of opportunity for .. 
award of government contracts. Despite our beliefs and 
efforts at furthering competition, there is a serious concern 
that ~ur achievements are not ade~uate. Many ip government 
and industry believe that we award too many contracts without 
adequatr. competition. 

I am therefore asking that· managers at ai'l levels renew 
t~eir effotts to obtain maximum competition for their con­
tractual requirements. I have directed that my memora~dum 
dated April 30, 1981, on "ImpToving the Acquisition Process"' 
be amended to add a recommendation on competition. A copy 
of th~t·recommendation is attached. It ~ill receive the 

·same intensive implementation and follow-up attention as the 
ear1 i'·r recommendations, 

Achievement of competition in acquisition crosses many 
functional areas: procurement, program_ management-, engi-neering, 
financial management, legal, supply, maintenance, and others. 
For thi~ reason, individuals who have responsibility for 
coordinating these disciplines must become personally involved 
to ensure that appropriate plans and proced~res are followed. 

·. 
I request that each Military. Department '!nd Defense 

Agency having procurement authority establish management 
objectives for the enhanceml!nt of competi·ti.on. Please send 
your plans for this program to the Under Secretary of · 
Defense for Research and Engineering within 60 day~ of t~e 
date of this letteT. 

Attachment 
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Recommendation 32 

,~SF. COMPETITION IN TH! ACQUISITION PROC!SS 
I 

Compealm:lm"M o basic cornerstone of the free enterpril!!le ayAtem. \lhen 
applied to1Jiiitttii++alent, i.t. as11ures fairness, avoids favoritism, obtsins lover 
prices, and«Hhlit b better performance. F.silure to obtairi competition for 
Government•'""K*Ht1hP ... re•ults not only ·in a lolls of these benefits but in a 
loss of c~-~ the inteRrity ahd quality of the acquieition piocesa. 
Such losae.~ca·~ry aerioua effect on the ability of the DoD to accomplish 
its bARic i'!'f'"f&HS*"'b · 

Compe+lf£1$kllll 'lt.'ml. be ohtAinl"d onlv hv mr.t1culouA pbmnin~ And hv thP 111upport 
of manAR•ne:nt=t·mD ]PVP)A. It tnvnlv'""' stll function~t~l dilllcipltnr!ll AA,.ocilltfld 
with thf'! MfQJ'If1m11St"'= proc.eiiiA -- not tm~t thr prncurPmP.nt or contrl'lrttnR function. 
Spect'al t41lJff•f1"4* ifnr rnhAncln~ COmfJet\tlon hAV~ been drv~lop~d fnr dlfff"r~nt 
c.C:mnodltia'CJIIdi'4J~Pi~Wtceft. ~ome n•qu\rr Adctitional rl'lrly fundtn~ to nc::hteovr 4

-

RiRniflcart••s"II"IO* ·in lAter phltfteR. Trc.hnlca.l o'"deflllgn comp~ptton mAy. 
supercede ~·~~deration" during ndv,.ncrd or ~nR;ineerinR df"velopmPnt phARefll 
for new ecpdJI&am ·competition .!'lhould be extended to the f'xtent poRfllihlP bPyond, initial aGQi1111111i ....... And should include 11 fe cycle costs. 

RecoMauAHI' IUD~- Require the Services and ·Defense AR;enciefl to establish 
mana~emeti.t tJIBill6 amp -to increase competition by setting objectivr!'l. 

Advat!!l!!!!-:~11 decreaR~ c~-~tract cost!;~, improveo performAnce, avoid the 
appearanced-"satpt1tism, and inc'rease confidence in Defense·procurem~t. 

- 0 

~D~t~·~·~·~"!.!'!'!5!!•~-- Increases management costs and lenR;thenft preftward lead:time. 

Aetisn:- liEd - Direct that acquisition manaR;ement activitif"!'l eflltabl!sh 

'appToprla~<~~:j::::v::v::o:::~:· ~$etion. FJut ~- i~~~cf 

. ., 

.·.;;t,.,.._ed More lnfonaation: 
>~proved: .----
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.M. Z7 3_o·l PH '81 
THE UNDER SECRETARY OF DEFENSE 

RE'5EAACH AND 

ENGINEE,.ING 

WA!iMINGTON. 0 C. Z0)01 

MEHORANDUH FOR THE SECRETARY OF·DEFENSE 
DEPUTY SECRETARY OP DEFENSE 

17 JUL 1981 

SUBJECT: C0111petition in Defense Pra<:urement - ACTION MEMOIIAIIDUH 

· Atta~h•d i~ a m~orandum to the Services and DefenRe ~gencie~ requesting 
increaRed effort to enhnnce competition in the Procurement proceAs. 

Over the pnRt S y~nr"··the dollarn of procurement placed under price 
competition h"ve VAried ft:om n lQIJI' of 26 percent in n 1978 to ·• high of 
30 peycen~ in FY 1976. For the first 6 months of FY 1981, price competition 
vas 35 percent. Host of the real improvement r~flected in Fl 1981 to date 
is due to petroleum, whic~ ia currently in long supply and ve are ahle to 
obtain competitive offers for our requirements. 

' . ~ 
In terma of numbers c.f·pr.ocurement aci.ions, we are placing about 40 percent 

under competition. The la'rge bulk. of these are transactions und'er $10,000, where 
we can use simplified procurement procedures (telephOnic quotes and short-form 
con~racta, etc.). ' 

·Price competition, of courae, ia not the only competitive category. Pro­
curement& reau}ting from technical and deaign competition where price ia only 
one factor in the source selection were 10 percent in the first 6 months of 
FT 1981--a alight increaae over the comparable period in FT 1980. Moat of our 
major weapon system production ~ontracta are the result of earlier technical 

·and desi~n comp•tition. 

Congressional committees and individual members have frequently expressed 
concern that too many DoD procurements are not awarded competitively. We must 
perform our procurement milltflion efficientl.y, and competition. ia our single 
moat effective approach. We have initiated an effort by the Logiatica Hana~e­
ment Inatitute to identify in the commodities and aervtcea we purchaae those 
where opportunity to enhance competition exist& • 

• 
The attached memprAndum eAtablishea competition aa your 32nd reca.aendation 

for acquiaition· improv"'ent and it requeata the ServiC:ea &nd Defense Agenciea 
to establish management objectives in thia area and initiate plana and pro­
cedure& to carry out the objectives. 

Recommendation: That you sign the Attached memora~ua. 

Attac1111ent 
M atated 

Prepared by: Hr. Fioher, x70B95, 27 July 1981 

--···-
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THE OEI'\JTI SECRETARY OF DEFENSE 

WASHINGTON D.C. JOJOI 

·' 
•, 

Apr.il ·Jo, 1981 

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS 
CHAIRMAN OF THE.JOINT CHI~FS OF STAFF 
UNDER SECRETARIES OF DEFENSE 
ASSIStANT SECRETARIES OF DEFENSE 
GENERAL COUNSEL 
ASSISTANTS TO THE SECRETARY OF DEFENSE 

SUBJECT: Improving the Acquisition Process 

On 2 March 1981; I directed a 30-day assessment of 
the Defense acquisition system with the priority objectives 
of reducing cost, making the acquisition process more effi­
cient, increasing the stability of programs, and decreasing 
the acquisition. time of military hardware. The report, 
delivered to' me on 31 March 1981, provided many specific 
recommendations and posed a number of major issues for 
decision. 

I have discussed the 'report with the Steering Group, 
the Joint Chiefs of Staff, the Service Secretaries, and 
the Under Secreta~ies and selected Assistant Secretaries of 
Defense. Based on- the report and those meetings, the 
Secretary and I have decided to make major.changes both in 
the acquisition.philosophy and the acquisition process 
itself. We are convinced that we have now a historic and 
uniqti~ opportunity to significantly improve the Defense 
acquisition system. We ask for your cooperation and assist­
ance in carrying out these decisions. 

The acquisition decisions are recorded in detail in the 
attachments to this memorandum. I would like to highlight 
here the major decisions and their' implications· for DoD in 
the following paragraphs. 

DoD Acquisition Management Philosophy 

The DoD management philosophy that I described in 
my 27 March 1981. PPBS decision memorandum also applies to 
the acquisition policy and process. Through controlled 
decentralization, subordinate'line executives will be held 
accouotable for the execution of policy decisions and programs 
as appcoved. The review of the acquisition process is a good 
example of participative management where the Services and 
other DoD staffs, working together, have jointly agreed on 
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what should be done. All points of view were considered prior 
to decision. Now that decisions are made, the Secretary and 

·I expect full support of DoD staffs and the Services in 
tmplementation. • 

' I affirm the following acquisition management principles: 

1; We must improve long-range planning. to enhance 
acquisition program stability • 

• 
2. Both OSD and the Services must delegate more 

responsibility, authority and accountability for programs; 
in particular, the Service program manager shou·ld have the 
responsibility, authority and resources adequate to execute 
efficiently the program for which he is responsible. 

. 3. We must examine evolutionary alternatives which 
use a lower ri11k approach to technology. than solutions at 
the frontier of technology. 

4. We must achieve more economic rates of producti?n. 

S. We mu•t ·realist·ically cost", budget, and fully 
fund in the FYDP and Extended Planning Annex, procurement, 
logistics and manpower for-major acquisition programs. 

6. Readiness and sustainability of deployed weapons 
are primary objectives and must be conside~ed from the start 
of weapon system programs. 

1. A strong industrial base is necessary for a strong 
defense. the-proper arms-lengt~ relationships with industry 

· should not be ·.interpreted by DoD or industry as adversar1al. 

DoD-OMB and Congress 

Many of the decisions announced in this memorandum 
can be implemented within DoD's legislative authority. Some 
deci•ions need to be coordinated with OMB. A number of 
re<;ommendations wi 11 need· Congressional action before final 
implementation can take place. In those latter cases, we 
will work closely with appropriate Congressional committees 
and their· staffs to explain and justify our recommendations 
for changes to legislative requirements. 

DoD-Indu•try Relationship 

While DoD sho~ld be tough in contract negotiations 
as part of the buyer-seller relationship, this does not 
mean that~relationships between management and indu•try 
should necessarily be adversarial. Industry and government 
have a shared responsibility and must assu~a new spirit of 
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cooperation. A healthy, innovative, and competitive 
industrial capability is a primary national objective. 
I direct all top DoD management, in OSD, in JCS, and in 
the Services, to ensure this is understood at all levels. 

~conomies, Efficiencies and Savings 

A primary objective in streamlining the DoD acqui-
sition process.is reducing costs. All DoD staffs and . 
Service managers should keep this uppermost~n their minds. 
We all must be more aggressive and imaginative in looking 
for ways to sSYe_money throbghout all phases of the acquisi­
tion process. I look to each of you to use your enhanced 
authority to bring about· major savings and improved methods 
of operation. 

Decjpions to Improve Acquisition Policy and Process 

The Secretary and I are determined to reduce substan­
tially cost overruns, ·deploy adequate quantities of needed 
systems that are operationally effective and ready, and do 
this in ·the shortest possible time. We are convinced that 
the .actions directed in the attachment will significantly 
contribute to achieving these objectives. The major deci­
sions for improvement can. be summarized [n four categories: 

Reduce Acquisition Cost 

o Increase program stability by fully funding R'D 
and procurement at levels sufficient to ensure efficient . 
cost, supportability and schedu~e performance, and minimizing 
changes to the approved P'Pgram. 

o Implement multi-year procurement to improve production 
processes, increase economy-of-scale lot buying, decrease 
financial borrowing costs and reduce administrative burden 
in contra:ting. 

o Reduce administrative costs by simplifying proce­
dures, seeking relief from costly legislative requirements 
and reducing the number of DoD regulation• and directives. 

o Encourage capital investment to increase productivity 
in the defenae industry by improved contracting, more reason­
~ble riak aharing, and increaaed incentivea • ... 

o Promote Servicea use of economic production rates 
.to reduce unit coats and decrease acquiaition time. 

o Require Services to budget to moat likely coat to 
reduce cost overruns and provide stability. 
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Shorten Acquisiti~ Time 

\ 

. ~ ' 
o Implement Preplanned Product Improvement 
coats and decrease acquisition time. 

.-

to reduce 

o. Provide adequate • front end" funding for test hardware. 

Improve Weapons Support and Readiness 

o· Stress acquisition strategies that provide incentives 
to contractors to attain reliability and maintainability. goals. 

o Establish readiness objectives earl; in development · 
programs, 

Improve the DSARC Process . 
o Move toward controlled decentraliJation of the acquisi­

tion process to the Services. 

o Reduce the data and briefings required by the Services 
and other DOD staffs. ._, 

o . Tie the acquisition p~ocess more closely to the PPBS. 
• 

Implementation of the Decisions 

Implementation of the decisions announced in this 
memorandum is as important as the decisions themselves. Many 

'decisions, even those within DoD's au~ority, will take "time 
to imp~ement fully. ,.. large number of DoD managers will have 
to take part on a worldwide basis. 

I assign overall responsibility to the Under Secretary 
of Defense for.Research, Engineering &nd Acquisition for moni­
toring and follow-up of all decisions in thia report. I expect 
him to establish an appropriate implementing and reporting 
aystem. The first report.will be submitted to me ·by~he end 
of May and every month thereafter until further notise· 

Both the'secretary and I appreciate·the work y#and your 
ataffa have provided during this assessment. 

Attachments 

/ 
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10. 

11. 
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SUMMAR¥ or MAJOR RECOMMENDATIONS AND ISSUES FOR DECISION 

RECOMMENDATIONS 

Management Principles 

Preplanned Product Improvement 

Multiyear Procurement 

Increase Program Stabili_ty 

Encourage Capital Investment 
to Enhance· Productivity 

Budget _to Most Likely Costs 

Economic Production Rates 

Assqre Appropriate Contract 
Type· 

Improve Support and Readiness 

"Reduce the A~inistrative Cost 
and Time to Procure Items 

Budg<:t Fund.s for Technological 
Risk 

Front End Funding For Test 
Hardware 

. ·- ...... 

IMPACT 

·NEAR LONG 
TSRM TERM 

(1 YEAR) 

X 

X 

X· 

X 

·. X 

X 

X 

X 

X 

X 

X 

X 

REQUIRED ACTION 

·I NftRNAL
1
0MB OR RESPON-

ONLY CONr.RESS 

X 

X 

X 

r 
X 

.X 

X 

X 

X 

X 

SIBLE 
ALSO OfFICE 

X 'SDP.E 

ASD(PA,E) 
/ 

X lJSDRE 

ASO(C) 

USDRE 

SORE 

ASD (MRJ(' 

X US ORE 

US ORE 

US ORE 
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X 

X 

X 

X 

X 

X 

X 

X 
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X ~ -
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SUMMARY OF Ml\JOR RECOMMENDATIONS !\NO ISSUES FOR DEC IS ION .. 
COORDI~ATIC:I 

IMPACT REQUIRED ACTIO~ 
RECOMMENDATIONS "' .. 

" ...l 

NEAR LONG RESPON- ·~ ~ u .. 
"' TERM TERM SIBLE 

:> c;2 o'"' ... 0 0 u 
1 YEAR) OFFICE .. u-. "' Vl::O: m< ..., 

:::> < ..:- ,;( .:: . 0 

; 

13. Governmental Proqrama X X US ORE X X X 

14. Reduce the Number of DoD 
D~rectives X X US ORE X 

15. fundi,nq Flel<ibi lity X X JI.SD(C) X X X"· 

16. Contractor Incentives to I 
Reliability and Support X US ORE X X 

• 
17. Reduce DSARC Briefing and 

Data Requirements X X US ORE X X X X >: 

18. Budgeting .for Inflation X X ASD(C)/ X X 
D.(PA' 

19. Forecastinq Business Base at 
Major Defense Plants X X JI.SD(PA' X 

20. Improve the Source selection 
Process ·X." X US ORE X 

21. Standard Operational and 
Support Systems X X US ORE X X 

22. Provide More Appropriate 
Design to Cost Goals X X USDRE X X 

~ 3. Assure Implementation X X US ORE X 



SU~ARY OF MAJOR RECOHHENDATIONS AND ISSUES FOR DECISION 

ISSUES FOR DECISION 

A. DSARC Decision Milestones 

Alt. '1: Reduces current four 
SecDef decisions to three. 

Alt. 2: Reduces SecDef 
decisions to two. (II and III) 

*Alt. 3: Reduces SecDef 
decisions to two. (I' and II') 

Alt. 4: Elimin~tes SecDef 
decisions; delegates to Service 
secretaries. 

IHPACT 

NEAR LONG 
. TERH TERH 
1 YEAR) 

X 

B. Hission Element Needs State~ent X 

• Alt. 1:. Service submits HENS 
with POH •. SecDef approves HENS 
by accepting POH. 

Alt.· 2: Eliminates HENS. Con­
gressional Descriptive Summary 
would document Milestone 0. 

C. DSARC Membership 

Alt. 1: Maintain status.quQ. 
• Alt. 2: Would include appro­

priate Service Secretary or Chief 
as full member . 

• Approved Alternative 

X 

X 

X 

X USDRE 

• 



SUMMARY Of MAJOR RECOHHESDATIONS AND ISSUES FOR' DECISION 

• -
COORDINATION 

IMPACT REQUIRED ACT IOS 
"' .. 

ISSUES FOR DECISION 
·I NTERNAL,OHB OR i RES PON-

0 - .. 
NEAR LONG .... 

~ tJ ... -
TERM 

:> - 0~ 
... 

' TEIUI ONLY . CONGRESS SIBLE .. ·o 0 o"" tJ 

(1 YEliR) ALS0 OffiCE .. "' ·::! ~~ ::!~ " "' :::> 0 

D. Defense ll~uisiHon Executive X X USDRE 

*Alt. 1: Would retain USDRE as 
Dl\E. • 

Alt. 2: Would designate 
DepSecDef as Dl\E. .. 
E. DSARC Review Criteria X X USDRE 

I 

' lilt ·1: Continues 
. 

present 
systern. ' 

* Alt 2: Doubles $ guidelines 
' for major systems tp $200M RDT'E . 
' 

and $1B Procurement in FY 80 $. . 
' • F. DSARC-PPBS Decision Intearation X • X USDRE X X 

... 7 

lilt 1: Continue present prac-
tice. . 

* Alt 2: Provide that DSARC re-
viewed programs be accompanied by 
assurance that sufficient resources 
are in FYDP an·d EPll to execute the 
recommended program. DSARC review 
would certify program ready for 
next stage. 

Alt ] : Have ORB assume DSARC 
functions. 

·..; 

*A~,eroved Alternative 
I 



SUMMARY"Or MAJOR RECOMMENDATIONS ~~D ISSUES fOR ~ECISION 

ISSUES FOR DECISION 

G. Program Manager Control of 
Support 

• 
Alt 1: Would continue preseqt 

system. 
Alt 2: Services submit support 

resource requirements and readiness 
objectives with POH for systems 
entering early produqtion. 

*Alt 3: Same·as 2 but gives 
Program Manager more influence over 
support resources, funding and 
execution. .. 
H. Improve Reliability and Support 

*Alt 1: Requires e~rly decision 
on system support approach, objec­
tives and resources, and incentives 
to balance risks in reliability and 
support. 

Alt 2: Does not require up-
front efforts to reduce risks . 

. Shifts focus to fixing problems· by 
su~sequent re-design of hardware 
and incorporation of fixes. 

*Approved Alternative 

. .~' 

IMPACT 

NEAR LONG 
TERM TERM 

(1 YEMI) 

X 

X 

REQUIRED ACTIQS 
I Ill ., 

u 
II NTERNAL,OMB OR RESPON- .... 

> · ONLY . CONGRESS SIBLE .. 
ALSO OfFICE 

., 
"' 

r 

X D(MRA'L X 

• 

X USDRE X 

COORDINATION 
~ 
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Recommendation 1 

MANAGEMENT PRINCIPLES 

I 
The Steering Group recommends that the Deputy Secretary of 

Defense reaffirm the following ~ajor acquisition management 
principles: · 

1. An improved statement of long-range Defense policy, 
strategy and resou~ces will' be provided. to the Services in order 
to establish a framework for military objectfves, goals, and 
mission planninq to enhance program .stability. 

2. Responsibilfty, authority and accountability for programs 
should be at ~he lowest levels of the organization at which a 
total view of the program rests. · 

. . . ;· 
3. Service Program Managers should have the responsibility, 

authority, ·resources, and guidelines (goals and thresholds) 
adequate to efficiently execute the program. This should 
include.the system specific acquisition strategy for attainment 
of the required operational and readiness capability, and appro­
priate flexibility to tailor the acquisition strategy to estimates 
of the development priorities and risks. · 

4. Evolutionary alternatives which use a lower risk approach 
to technology must be examined when new programs are proposed •. 
·solutions at the frontiers .of ~echnology must provide an alternative 
which o§fers an evolutio.nary aptJroach. Pre-planned P.roduct Improve­
ment (PI) should become an .integral part of the· Acquisition Strategy. 

. --
5. 

goal of 
Achievement of economi'c rates of production is a 

the acquisition process. 
fundamental 

6. The Services should plan to realistically budget and fully 
fund in the FYOP and.Extended Planning Annex (EPA) the R&D, procure­
ment,· logif.tics and.manpower costs at the levels necessary to protec~ 
the acqui~tion schedule established at program approval points, and 
to achieve acceptable readiness levels. . · · 

7. Improved readiness is a primary objective of the acquisition 
process of comparable impottance to reduced unit cost or reduc~d 
acqui~tion time. Resources to achieve readiness w~ll receive the 
same emphasis as those required to achieve schedule or performance 
objt!ctives. Include from the start of weapon system programs 
designed-in reliability, maintainability and support. ·. 

8. The prope.r • arms-length" buyer-seller relationship ~hould 
not be interpreted by government or industry as' adversarial. · The 
DoD should be tough in contract negotiations. But we~pons acqui­
sition should be managed on a participating basis uslng industry 
as a full constructive team member. A strong· industrial base is 
necessary for a strong defense. 

Approvedr 
Idea Needs More Development: 
I Need More. Information: 
Disapproved: 

\ 



Recommendation 2 • • 
.' PREPLANNED PRODUCT IMPROV?&ENT 

A revolutionary system development approach which uses new 
• and untried technology to meet a military threat can offer 

dramatic potential payoffs, but fre.quently ends up with large 
cost increases and schedule slippages. · 

An evolutionary apptoach offers an alternative which m1n1mizes 
technological ·risk,, and consciously inserts advanced technology 
through planned upgrades of thos.e, 'deployed subsystems which offer 
the greatest benefits. In this manner the lead. ·time to field 

, tecbriological advances can be shortened while an aggressive 
scheduling of fielded perfo~ance improvements can be expected 
during the service life of the· systems. This concept is called 
P~eplanned Product Improvement (P3I), and is commonly used ~n 
commercial industry. · • • Recommendation -·,Most new and exist;ing systems should be 
.partit1onea for perfor11111ince growth through the applicatio'n of • 
sequential upgrades to !Cey subsystems iq order to reduce development_/ 
risk, and take best advantage .of technological advance. . . · '\.· 

Advantages- Can·reduce acquisition time; reduce develop­
ment r1sk aad cost, and.enhance fielded performance through the 
deployment of upgrades. A. revolutionary approach can always be. 
adopted when .the .demands of the threat or o.ther compelling · 
military needs require such an approac~. 

Disadvantages - The performance needed to meet a critical 
threat may dictate the use of distant technology,,but the factors 
involved in such a decision are seldom incisive. Therefore, the 
choico between alternatives is not likely to :be absoLutely clear. 

Action Required:· 

USDRE, working with.the Services, develop within 30· 
days a plan for implementing Prep}ann<id Product Improvement including 
definitions and criteria far application. 

USDRE request the Ser~ices. to e~~luate ongoing programs 
to determine potential for payuff from :he applicat·ion of preplanned 
product improvement, and to present results at the next DSARC. 

- USDRE assu~e Services have fixed the resPonsibility for 
review of opportunitie~ for product improvement after .any system 
reaches the field, and to develop a product improvement plan. 

~ Approved: , 
Idea Needs More Development: 
I Need MorP Information: 
Disapproved: 
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Recommendation 3 

./" 

Recommendacion: Encourage extensive use of multiyear 
procurement based upon a case-by-case benefit/risk analysis. 

Aeyantages: · · Multiyear pro~urement could resui t in average' 
dollar savings of 10 to 20\ in unit proc·1rement cost through 
improved economies and efficiencies in production processes, 
economy-of-scale lot buying, decreased ffnancial borrowing 
costs, better utilization of industrial facilities, and a reduc~ion 
in the administrative burden. in the placement and ac:ministration 
of contracts. In addition, the ~tim~lated investment in produ~tion 
equipment will result in lower-defect, higher quality products. 
The market stability will also enhance the continuity of subccn­
tractcir supply lines and thereby decrease acquisition time. Surge 
capability will also he improved. 

Disadvantages :• This .funding technique fences in money and · ' 
commits future Congresses. If used to excess, it would significantly 
reduce the flexi!Jility of the ·secretary of Defense to respond to \. 
•mfoteseen changes in the external threat. If a multiyear procure-\ 
ment was ;tsed to lock in a border line program, costs would. be \ 
increased if the program was can.::elled. In order to avoid these 
.potential disadvantages, the following criteria are recommended 
as general guidelines to screen potential· m)lltiyea.r candidates: 
(1) significant benefit to the Government; (2). stability of 
requirements, configuration, and funding; and (3) degree of 
ccnfidenc("'in co·st esti'mates and contractor capabilities. 

Action Required: 

a. Ge~eral Counse~ must respond in writing £o Congressman. 
Daniel's Bill HR 745. 

b USDRE and ASD(ComptrollPr) should brief Appropriation and 
. Armed 'services Congressional Comn:" I: tees on rrycommended multiyear 
procurement.procedures and concepts. 

c. USDRE should prepare special policy memorandum to the 
Military Departments for SecDdf siqnature defining procedures and 
requestl~a identiftcation of potential FY 83 multiyear procuremP.nt 
candidb. · •'::J; · 

• d. ·usoRE and ASD(Comptroller) should modify DoD Directive 
7200.4 and the Oefense Acquisition Regulation (DAR) and should 
interface with vMB to modify Directive A-ll as required: 

e SecDef will present FY ~~ President's Budget. containing 
. mulHyear candidates. 

Approved: • 
Idea Needs More Development: 
I Need More Information: 
Disapproved: 
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Recommendation 4 

INCREASE PROGRAM STABILITY IN THE ACQUISITION PROCESS 

Program instabilbty is inhercn~ly costly in oath time and 
monE;Y• The 47 major proqrams covered by the December 31, 1980, 
Selected Acquisition Reports (SARs)· reflected total cost growth 
of 129 percent over the Milestone II estimates. Reasons for 
growth are economic or inflation (27 percent), quantity changes· 
(26· percent), estim.ating cl1anges (18 percent), schedule changes 
(13 percent), support changes· (7 percent), engineerino chanqes 
(5 percent), and other changes (2 percent),. ·Forty one. (4.1) 
percent of all cost growth.is due to quantity and schedule changes. 

Of the 47 programs, 19 'have had quantity increases, 2n 
quantity decreases, and 8 are unchanged. Schedule changes have 
resulted in reduced costs on 4 programs and increased casts on 
41. The most common cause for these changes is' financial. The 
budget levels and rel;>tive priorities of competing progt:ams force 
tough decisions to terminate programs, reduce the number of weap­
ons, stretch the development prugram, delay.~lanned·production or 
stretch the planned buy. 

Recommendation: SecDef, OSD and Services should fully fund 
the R&D and procurement of major systems at levels necessary to 
protect the acquisition schedule established at the time the pro­
gram is baselined, currently Milestone II. Limit stretch~outs 
due to funding constraints (except when mandated by the Secretary 
or ·Congress). Es'tablish procedures wh'ich will phase the 
scheduling of sequential milestones so that manpower "peaks and 
valleys" can be ~inimized consistent with balancing ~he risks.· In 

·general, only changes which are directed by changed requirements 
or development problems should be made. 

' . 
. Advantages: Reduces costs and s-aves time· by stabilizing 

scnedules, quanti ties, and production rates. IHll enhance the 
aoility to plan force modernizations. ' 

Disadvantages: Budget flexibility will be reduced • 

. Action ~equired: secDef directs that during program and 
budget reviews by OSD (ORB) the 5ervice Secretaries must expiain 
and justify differences between program baselines established at 
Milestone II and the quantity and funding in the program or budget 
under review. 

ASD(C) and ASD(PA&E) include above direction in FY-83 POM 
and Budget Guidance. ~ 

Approved: ~ 
Idea Needs More Development: 
I Need More Inform'!ltion: 
Disapproved: 
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Recommendation 5 

ENCOURAGE CAPITAL" INVESTMENT TO ENHANCE PRODUCTIVITY 

Productivity in the defense sector of th.e U.S. economy has 
been l""'"}ing, in large part because of low levels of capiti\l 
inveo~nent compared to U.S.· manufacturing in general. Cash flow 
problems., tax policy, high"interest rates, and liow return on 
invE!s~ent (ROil tend to limit available investment capital. The 
industry views low profits and program ~nstability as precluding 
investment in capital equipment. This situation has two major 
implications: a tendency to shift from defen~e to commercial 
business, ~nd a decrease in funds available for facilitization. 

Recommendation: Encourage .capital investment. 

Advantages: Will increase long-term investments which should 
lead to lower unit costs of weapons systems. Increase productivity. 

Disadvantage~: Earlier Government disbursements. some 
reduction in tax revenues. 

Action Refiuired: USDRE should have.the prime responsibility 
to implement t e· following actions working closely with General . 
CoUnsel, Legislative Affairs, and the Service Material Commands. 

a. General Counsel should support legislative initiatives 
. to permit more rapid capital equipment depre~iation and to 

recbqnize replacement depreciation costs by amending or repealing 
Cost Accounting Standard (CAS) 409, "Depreciation of Tangible 
Assets." · 

b. Structure contracts to permit companies to share in cost 
'reductions resulting· from ·productivity investments. Modify the 
Defense Acquisition Regulation (DAR) profit formula. l\llaw for 
award fees inversely proportional to maintainability costs. 

c. Increase use and frequency of milestone billings· and 
advanced fundi~g. Expeaite paying cycle. 

d. Provide for negotiation of profit levels commensurate 
w~th risk ~nd contractor investment; ensure that recent profit 
pc~icy changes are implemented at all levels. 

e. Instruct the Services of the need to grant equitable 
Economic Price Adjustment (EPA) clauses in all appropriate 
procurements. Contract price adjustments made in accordance 
with EPA provisions should recognize the impact of inflatio~ on 
profits. Ensure that t·hese cl3uses ·are· .extended to subcontractors. 

f. Increase emphasis on Manufacturing Technology Programs. 

g. Provide a consistent policy which will promote innovation 
by giving contractors all the economic and comnercial incentives 
of the patent system. Provide policies to protect proprietary 
rights and data. 

h. General Counsel should work .to repeal the V1nson-
Tramroe 11 Act. 

Approved: · l)r 
Idea Needs More Development: ~ 
I Need More Information: 
Disapproved: 
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P.Pcommendat ion r, 

BUnr.E'T' 1'0 'lOST I.!KE!.Y' COSTS 

Intentionally low initial cost .-.stimates are a prime c.ontri­
bution to apparent cost growth. Program costs are sometimes pur­
posely understated either because lloD.is forcing a proqram to fit 
available funding rather than the funding it takes to do the job, 
or because the contract~rs are purposely lowering their cost esti­
mates in order to win a contract with hOpes pf recovering costs on 
follow-on contracts. Either practice is referred to as• "buying in." 
When the actual cos'ts become apparent, DoD is severely criticized 
for cost overruns and there are insufficient funds available to 
procure at economic production rates. Also, the negotiated contract 
cost docs not include futu~c r.n~inccrinq chanqcs or post-contract 
award negotiations which can drive costs hiqher. 

Recommendation: r.equire the Scrv1ces to budqet to most likely 
or expected costs, includinq predictable cost increases due to risk. 
Provide incentives for acquisition ·officers and industry to make 
and use realistic cost estimates. 

Advanta~es: Less cost orowth. More realistic long-term de­
fense acquis1tion budget. Increased program stability. 

Disadvantages: Difficulty in determining if a contractor is 
providing realistic estimates. 'Political difficulty in rejecting 
bids that project prices lower than costs. Difficult to budget . . 
_funding greater than publicly-known contractual fund1ng. · 

Action Required: ASD(C) requ~re the· Servic_es to budget to most 
likely or expected costs including predictable cost increases due to 
risk, instead of the contractually agreed-upon cost. USDRS and the 
services provide incentives for acquisition officers 'and contractors 
to accurately project costs, including financial incentives and per­
formance evaluation .considerations to DoD personnel, and profit in­
centiv~e to industry to .reduce costs. 

Approved: . ~ 
Idea Needs More Development: ____ _ 
I .Need More Information: 

• Disapproved: 

' 
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Recommendation 7 

ECONOMIC PRODUCTION RATES 

The cost and time needPd tn put a weapon system into the 
field can be reduced by establishing and sustaining economic 
rates of production (i.e., the rate at which unit cost ·~oesn' t 
decrease significantly with further rate increases). Tight 
budgets and stronq competition between programp have forced 
many programs to accept fundinq levels in the budget which will 
not sustain an economic ·rate of productiOn. 

A commitment to ~conomic production rates cannot rule out 
sound arquments for lower (or hiqhcr) rates. For ~x~mpl~. the 
Serv~ces may wish to stretch n proqram over a numb~r of yP.~r~ 
in order to preserve a warm production base to permit rapid 
mobilization to meet a crisis or war. However, this r~quire~ 
stockpiling of materials, parts and subsystems to b~ effective. 

Recommendation:· Services must use economic production 
rates in their proqram· and budqct requests .. or· explain and be 
prepared to defend the reason why a different rate was s~lected. 

Advantages: Save time and reduce cost of acquiring new 
. sys terns. 

~sadyaqtaqes: Will buy out the total system faster 
(shorter production run for a given quAntity) with peak funding 
competing with other systems, possible workload fluctuations in 
certain industries with occasional dead time and possible erosion 
of the industrial base. Can incre~se cost of correcting support 
problems. 

Action Required: Secretary of Defense establish policy , 
requiring. services to fund proqrams at economic rates or justify 
any ·differences during budget reviews by OSD and the DRB. USDRE 
and ASD(C) include this requirement in the FY 83 proqram and 
budget guidance • 

. Approved: ~ 
Idea Needs More Development: __________ _ 
I Need More Imformation: 

· Disapproved: 
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Recommendation 8 

ASSURE APPROPRIATE CONTRACT TYPE 

Industry has repeatedly. over a long' period, expressed serious 
concerns about the recurring use of the· wrong type of contract. In 
particular. fixed price contracts are frequently employed for 
RDT&E and early production, which have legitimate cost uncertain­
ties. This leads to a hlgh risk situation for the contractors and 
to cost overruns for DoD. Current DoD policies and reqU'lations 
give guidance as to the use of appropriate contract typws, however. 
this guidance is not beino followed in the field. 

Recomm~nd~: Giveth~ Proor~m Manaocr~ th~ r~~pon~1bility 
to tailor contract types to balnncc proqram needs and co~t s~vinqe 
with realistic assessment of an acceptable balance4bf r.ontractor 
and ~overn~ent risk. Recommendation 1/Manaqement Principle l 
states that the Program Managers be qiven the authority to deter-
mine the specific acquisition' strategy. . 

bQvantaoes: Precludes a company from beinq forced to assume 
cost risk beyond their financial ability. 

May increase competition if contractor risks 
are recognized. ' 
• 
Gives the Program Managers more flexibility to 
accommodate program needs. 

bisadvantages: Government assumes more cost risk. 

Actign Required: USDRE establish an OSD. Service. Industry 
working group to develop an ·implementation plan to ensure that 
appropriate contract types are used. USDRE and the Service 
.Secretaries ensure that. Program Managers have the responsibility 
for determining the appropriate contract type. USDRE should 
ensure that the regulations are clear on this point. 

Approved: ~ 
Idea Needs More Development: __________ _ 
I Need More Information: 
Disapproved: a 
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Recomm~ndation 9 

If.IPROVE SYSTEt·l SUPPORT AND REAJ)INESS 

• As a result of recurring problems with weapons system surport. 
the recent revision of acquisition policies includes a maJo• em­
phasis on support issue·s. including reliability, maintenance. 
spares, test equipment. and maintenance manpower. These recent 
policies are generally sound, are not directly influenced by the 
major acquisition process options·presently under consideration 
and can be undertaken under any option. 

To be effect-ive the policies require Secretary of Defense 
commitmer:tt.: The need for this specific commitment results from 
the competition among the conflicting ~bjectives of high perform-
anc~. lowei cost, shorter s~hedulcs. be~ter reliability nnd. · 
maintenance, anlr support; 

Eecommendation: Establish readiness objectives for each 
development program to include estimates of the re~diness level 
to b~ achieved at early· fielding and at maturity. Implement 
acquisition policy establishing ''designed-in'' reliability and 
readiness capabilities. The .implementation must emphasize the 
objectives of shortening the overall time to deliver equipment to 
the troops which meet mission and readiness needs: the need fo~ 
improved estimates of the R~D and support resources required: and 
additionally, ask t~at some force elements(s) be targeted for a 
major improvement in designed-in support capability to be less 
dependent on a suppOrt. tail. ' 

Advantages: Clarifies that improvement in readiness is a 
major objective of the 'Administration, and that implementation 
must take pl?ce. 

Disadvantages: 
resources early in 

Will require additional 
acquisitio'n programs. 

technical effort and 

lf,ction Required:. MRA~L drl!{t SecOef policy letter to be 
·issued Within thirty days, reafN.rming weapons support policy and 
objectives, and tasking the Services to develop implementing 
guidelines, including procedures:for addressing support early in 
acquisition programs. 

' . 
J.pproved: . 
Ides Needs More Development:--.,---­
I Need More Information: 
Disspprov,d: · 
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Recommendation 10 · 
·~ . 

REDUCE THE ADMINISTRATIVE COST AND TIME TO PROCURE ITEMS 

In 1974, less stringent requirements were established for 
DOD Contract procedures associated with purchases under $10,000. 
The ·purpose was to reduce both' the time and paperwork costs to 
a level commensurate with the value of the item being purchased. 
over the years the tendency of a bureaucracy to take precautions 
has,expanded the paperwork associated with a procurement, and 
inflation has reduced the purchasing power of the dollar until 
the $10,000 item of 1974 would· cost almost twice that much to 
purchase today·. 

A similar inequity exists in the administrative procedures 
governing contract !undinq execution. Department of Defense and 
Service procedures place numeroUS administrati-ve requirements on 
the obligation of funds, They provide unnecessarily cumbersome 
safeguards for the public interest, to a certain extent thereby, 
thwarting that int~st, There is also a general tendency ·to 
apply. the most burd'!rnsome procedures, ever. if administrative . 
shortcuts· are allowed. The DoD is tnotivating ·its contract and 
fund·administrators to avoid the least possibility of criticism 
rathe~ than to use economic procedures. · 

a. Recommendation: Raise the SlOK limit for purchase order 
contract use to $2SK to accommodate inflation and reduce unneces­
sary paperwork and r~iew. Letter is enroute from Joint Logistics -
Commanders to DEPSEC~F recommending change. Proposal is cur­

.rently in staffing at OMB for inclusion in the Uniform Procure­
ment System (UPS·) and as a legislative initiative. 

Action R~uired ;.- DEPSECOEF recommend that OMB (OFPP) ·· 
initiate chan to 10 USC 2304. · 

b. Recommendation: Raise threshold for contractor costing 
data input from $100K to SSOOK to accommodate inflation and 
reflect current auditing procedures. (Pap.eOtork· load is such 
that only data for contracts over SSOOK is actually audited 
to!1ay. ) 

·· Action Retu1red: DEPSECDEF recommend 
initiate legis ative.change to ~bC 2306. 

that OMB (OFPP) 

c. Recommendation• naise threshold for Service Secretary 
review of Contract Det·ermination and Findings (O,F) for ROT'E 
from $100,000 to $1 million. Current level was set io mid-
1960&. Higher level would still cover 90 + \ of.expenditures 
(dollars). Higher limit supported by JLC. 

10 
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Action Required: DepsecDef recommendation to OMB (OFPP) for 
approval; subsequent chanqe to Def~nse Acquisition Requlations (DAR). 

d. Recommendation: Encour~ge greater use of class (D,Fs) which 
'allows one D&F to cover multiple contracts. Reduces total volume 
of contracts. which must be -reviewed, thus speeding up process inq 
time. 

Action Regt:ired: USDR&E prepare policy statement encoura_ging 
greater use of class· D&Fs. · 

e.· Recominendation: Raise reprogramming thresholds from S2M 
to SlOM for RDT&E appropriations and from SSM to $25M for procurement. 

·Thresholds were set 10 years ago with no inflation accommoda.tion. 
Greatly reduces Service flexibi.litj to answer program. 

Action Required: Ren~w SecDcf/D~pSecDef efforts to obtain 
Conqressional Committ:ce approval_ {IIJ\.SC, SASC, l!A.C, SJ\.C). 

. A.dvantag~s <.all above recommendations): Provides immediate re-
lief (rom unnecP.ssary paperwork burden. Reduces admlnistrativc 
lead time, which will result in reductions in in-house and industry 
overh'ead cost. Suppt)rts a far more efficient .~overnmcmt cash flow ~ 

. mao1agemen t. 

Disadvantages; Less opportunities for legal' reviews. 

f. Recominendation: Eliminate the need fo'r non-Secretarial· level 
O&Fs for compet1t1ve negotiated contract awards. 

Advantages: Reduced paperwork and administrative lead times. 
In conjunction with recommendation C above, to increase D'F thresholds, 

·the D'F requirement would be considerably reduced. 

Disadvantages: Many smaller procurement actions would not ~e 
reviewed above prngram office level. 

Action Re~uired: 
review publicaw. · 

SecDef submit recommended legislation to 

• g. Overall Action: USOR'E prepare implementation plan and re­
quired SecDef letters within 60 days. Tie cost thresholds' to inflation. 

-~ Idea Needs More Development: 
I Need More Information: ----

1\pproved: 

Disapproved: 

' . 
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Recommendation 11 

!NCORPORI\TE TilE USE OF BUDGETED FUNDS 
FOR TECHNOLOGICAL RISK 

Material development and early pr duction programg are subjPct 
to uncertainties. Program managers o explicitly request funds to 
address these uncertainties usually ind these funds deleted 
either in the-DoD PPBS process, by MB, or by Congress. Then when 
such uncertainties occur, undesira le funding .adjustments are re­
quired .or the program must be dela ed until the formal funding process 
can respond with additional dollars. 

The 1\rmy has initiated, and Congress has accepted, a Total Risk 
Assessing Cost Estimate (TRI\CE) to'explicitly address program un­
certainties in the development of RDT&E budget e~timates. The 1\rmy 
is studying the apRl~cation of this concept to early production cost 
estimatcg. The other Services lack a similar concept to justify ' 
reserve funds for deali~g with developmental uncertainties. 

Recomme_ndation: Increase DoD efforts to qu.antify risk and 
expand the us<: of .budgeted funds to deal with unc,.rtainty. En­
courage all Services .to use such budgeting where appropriate. · 

1\dvanta~es: Cost estimates will be more realistic over time. 
Programs wil be more fully funded and. overall programs will be 
more stable. 

Disadvanta~es: Can encou~age a more costly treatment of > 
problems that m1ght be solved in other ways (self-fulfilling prophecy). 
Higher initial program estimates would result in 'fewer programs 
within a stated total obligation authority. 

1\ction Required: SecDef emphasize the regu~rement to eval­
uate, quantify and plan for risk. USDRE direct all Services to 
budget funds for risk. In particular, each Service should•review 
the TRACE concept and either adopt it or propose an alternative 
for their use' to USDRE within 60 days. 

1\pproved: · ~ 
Idea Needs ~ore Development: 
I~eed More !nformation: = 
Df,approved: 
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Recommendation 12 

PROVInE 1\DE'JUI\TE l'RO"<T E"<n Fl''lnjtlG l'OR "'E§"' 11.'1".'1'•11\~P. 

Weapon system development prDgrams often have too few test 
acticles to allow parallel tests for performance, rcliabilit~J 
etc.,_ and in ·order to shorten development time without substantially 
increasing risks. Procurement of too few test articles forces a 
sequent1al approach whereby the available test articles are 
dedica~~d exclu~i~ely to development·testing. Consequently, 
operational and other testing cannot'be accomplished concurrently 
(within acceptable levels of risk) to save time. 

In addition to dcsiqninq for the major performance objectives, 
in~r~a~ccl cmpha~is .should he r>laccd on rlcsiqninq for reliability 
t1y provi:1inq artc~uat~ rlcsiqn marqins, while qivinq full consirt~ra­
tion to aclc~uatc t~stinq, (ault isolation and maintainability. 
Ad~'lU<ltC test hardw~"lre should he rrovided in the program to r~rrni t 

·early combined environmental tests o~ the sUbsys~cms anrl ~ubsc~ucnt 
system tests, to allow iteration of the nesi~n using the test-fix 
test process to achieve early design maturity. 

' Recommendation: Provid~ sufficient test hardware to meet 
the subsystem, system and software engineers' needs to properly 
engineer and test development of the end item hardware using 
parallel testing ~o reduce overall schedule time. The number 
of tes~ articles must be. defined and explained durinry preparation 
of Service programs and budgets. 

Advantages: Saves time in the total acquisition process by 
emphasiz1ng reliability up front and eliminating lengthy and 
costly problem identification and cor~ection effort: also allows 
realistic concurrent development and operational testing. 

Disadvantages: Requires increased front end fundinq. 

Action Required: 
identify plans !or and 
system and system test 
and risks. 

USDRE ensur;e that the acquisi t'ion strategy 
funding required to acquire adequate sub­
hardware to teduce overall schedule time 

1\pproved: . 
Idea Needs More Development: 
I Need ~ore Information: 

.Disapproved: 

./ 
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. Re~ommendation 13 

GOVERNMENTAL LEGISLATION RELATED TO ACQpiSITION 

O~er the past decade, the acquisition process has become 
overburdened with governmental legislation and require~cnts. 
Individually, these regulations have worthwhile objectives: 
collectively, they impose a costLv and burdensome requ~rement on 
industry and the acquisition process. 

RQco~endation: Seek DoD .relief from the more burdensome 
requirements of governmental regulations. 

Advantages: Less cost to contractors in doing business 
with the Government. Reduce program costs. Simpler contracting 
procedur~a. Faster contract awards. 

Disatlvantages: Reduced benefits which are considered impor­
tant nat~onal goals. Request for relief will certainly spark 
debates with the various interested ~roups. 

Action Required: USDR'E establish joint OSD.- and Service 
team to we~gh tbe ~mpact of the various governmental require-

.ments and .regulations on the. efficiency and effectiveness of the 
tota1,DoD acquisition and contracting process. Industry and OMB 
should participate to the maximum extent possible, A report 
shbuld be prepared for the DepSecDef within 45 days. 

• 
Approved: 
ldea Needs Mare Development: 
I Need More Information: 
Disapproved: • 
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P.ecommenda t i_on 14 
~ .: . 
~j. 

REDUCE THE NUMBER OF DOD DIRECTIVES 

. . 
The current acquisitioh directive refers to 114 (up from 

15 in 1971 and 26 in 1977) ~eiated directives and instructioni. 
The Services emulate these directives i:> implementation wtth thei:­
own implementing instructions. There is rarely a challenge to 
these well-intentioned directions, nor is there a cost-benefit 
check performed. ·Program manager .and industry initiatives are 
often stilted by overregulation. With each new directive addi­
tional paperwork, manhours and other direct costs are expended 
in compliance. Conqressional, r.~o, industry, OSO, and OFPP 
studies have indicated that contracyoally imposed manaq~m~nt 

. systems and data requirements cost ro cents out of ever~ 
contract dollar. With.defcnse contractinq approachinif $100 
bil-lion a year, it means that these manaqem.ent-imposed require­
ments. cost approximately$~ billion ~er year. A 20' improve~ 
ment would save $116 million per year. 

Recommendation: P.educe the number of direc-tives. ReqUire 
that the Defense Acquisition Exec~ive be the sole issuer of DoD 
directives related to acquisition. This would not mean that bAE 
would draft all such documents,· only that DAE would have fin~l 
r~view and releasing authority. 

Advantages: COordinates reqUirements and reduces the- isSuance 
of superfluous directives. Will reduce program costs to the 
extent that directives require ieror~s. data, documentation. 

Uisadvantages: Adds an additional layer to the process of 
issuing or revising a directive. Places the PAE in control of 
directives for areas of acquisition for which he may have little 
expertise. 

J>.ction Required: USDP.E establish a joint. OSD, Service, In­
dustry team to provide recommendations within 90 days to sub­
stantially reduce the number of directives, and the documentation 
required in contracts. 

Approved: 
Idea Needs More Developrr • .::nt: 

~· 

' 
I Need· More Information: 
Oisapproved: 

• 
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Recommendation 15 

FUNDINr. FLEXIBILITY 

jf• 

• i 
'· ·: 
•. ! 

'Program. continuity requires that we budget for procurement .· r.: 
funds more than a year in advance of the actual transition d~te 
of major ac~uisition programs from R&D to procurement. Since 
most development .program schedules are success or:lented, some· 
times the procurement transition date arrives and· the system , 
is not ready to buy. Because p~ocurement funds have been 
budgeted, there is considerable pressure to proceed wfth pro·. 
ductio~ rather th~n accept program delay. If .the Secretary .,. 
(and/or.Mili~ary Departments) had the authority to transfer 
these procurement funds to R&D to correct deficiencies without -­
the prior approval of OMB and Con~ress, it could significantly 
d~creasa the-time· involved in resolvinR oro~ram problems. 
Section 714 of P.L. 96·527 (DoD Appropriation Act) provide~ a 
general authority for Transfers, not to exceed $750 million 
between DoD appropriations. Its use requires a determination 
by SecDef that such'action is in the National Interest and 
must have pr lor approva 1 by OMB. Our current rep rogr.ammi n~ 
arrangements with the Congressional Oversight Committee pro- ~ 
vide that any such transfer is of "special interest of the 
Congress" and· requires their pri•:r ap!JrOva'L in effect, negat· 
ing the independent us.e of transfer authority by- the Department. . . . 

The proposal would require the.support of the Oversight 
Committees and OMB. Ideally, such approval should be included 

/for the._general provi~ns of. the Appropriations Act as a sub- 1 
s~"ti'dn of 734. We will- have to .work closely with Congress to 
e ure that this authority would apply only to the 'movement of 
fun programmed for an indtvidual weapon system, and would 
not be used to transfer funds -between programs. .-

Recommendation: Obtain legislative authority to transfer 
indiv1dual weapon system_ Procurement funds to RDT&E~ 

Advantages: 

\ 

p 

P'rovides DoD with more flexibility to res.olve 
~eapon·system funding deficiencie;. 

Avoids program delays associated with OMB/ 
Congressional review! and approval of funding 
adjustments. . · .. . 

~aintains projram stability by enabling pro· 
gram manager ·to resolve problems within total 
available acquisition funding of the program 
involved. 

16 
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. Disadvanta9~: 

•' I 

• 

OMS/Congressional visibility occurs after 
the fact • 

• 
Could jeopardize current appropriation 
and authorization process. 

Could jeopardize current reprogramming 
arrangements with Congre~s . 

May be destabilizing. 

Action Required: ASD(C), working with the General Counsel,· 
OMB and Congress establish procedures for DoD approval of the 
transfer of funds in a given fiscal year from Procurement to RDT&E 
for al'l lndivldual weapon system when the Secretary of Defense 
Cetermines tOat it is in the National Interest to do so. 

Approved: 
Idea Needs More Development: 
I NPed More Information: 
Disapproved: 

• 

• 

. •' 
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Recommendation 16 · 

CONTRACTOR INCENTIVES TO IMPROVE REL~ABILITI AND SUPPORT 

Industry has said that even though there ,is recently more atten­
tion paid to "support" in boD solicitations, there is a widespread 
belief that performance and schedule are DoD's principal objec­
tives. There is a need for industry to apply more of their design 
talents to reducing reliability.and support problems. Beyond · 
this a need to improve the identification and specification of 
maintenance ~npower constraints 'and for industry to include 
these constratnts in the designs. 

Recommendation: Acquisition strategies should identify the 
approaches to incentivize contractor attainment of reliability 
a~d maintainability ~R&M).qoals and reduce maintenance manpower 
and skill levels. These should include the approach taken in 
the RFP evaluation, as well as specific awards, incentives and 
gua·rantees, such as specific rewards for improving reliability. 
The Services should develop greater expertise in support related 
contractor incentives through analysis of experience gained on 
DoD programs. 

Improvements should be developed in the method of projecting . 
critical maintenance manpower skill limitations and translating 
these int.o de.sign constraints and objectives for inclusion in 
RFPs ana specificatiqns. 

Advantages: Improves ·reliability and support. Reduces 
maintenance manpower requirements. 

Disadvantages: Incentive~ other.than competition require 
additional f~nds. 

~1:21i Reauired, USDRE working with the Services, develop 
gu1delines to include the approaches to incentivize contractors 
to improve support within 60 days, followed by a USDRE and 
Service evaluation of incentives within the ~ext year. 

USDRE develop with the Services,within one year, improved 
approaches to translate maintenance manrewer skill projections 
into system design objectives. 

~ 
Approved: ~ 
Idea Needs More Development: __________ _ 
I Need More Information: 
Disapproved: 

.v 
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Recommend at ion 17 

DECREASE 0~1\RC BRIEFING liND DATA llEQUI!lEMENTS 

Ourinq recent years there has been a growing t~ndency to 
centralize the decision process within the DoD. This practice 
has multiplied throughout the numerous levels _of authority in 
each of the Services, and has complicated the review process. 
This practice has, i1 and of itself, lengthened the acquisition 
cycle: created cost increases due to delays in decisions: con­
fused the authority, responsibility and accountability of the · 

·designated Services Managers: and has .stifled innovation which 
could-produce program improvements leadi~q to cost savings. 
The principle of decentralization should be applied to acquisition 
management. 

Recommendation: Emphasize the requirement to achieve 
appropriate delegation of responsibility,· authority ·~nd accounta­
~ility to and within each Service for system acquisition to.· 
reduce the time and effort required for DSARC and Service major 
system re'liews. 

Advantages: Reduced systemJost and shorter acquisition 
cycles •.. More efficient report in by and within the Services. 
More streamlined program management. More efficient DSARC 
and other program reviews. Potential el~mination of layered 
management resulting in lean organizati'ens. 

Disadvantages: Some risk of losing a thorough functional 
analysis of the system(because of the elimination of more detailed 
reviews. 

Action Re(!uired: USDRE make explicit the changed character 
an~ ·the reduce number of brie~ings and data for the DSARC review. 

Approved;· 
Idea Needs" More Development: 
1 Need Mote Information: 
Disapprove: 
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Recommendation 18 

i 
BUDGETING WEAPONS SYSTEMS FOR INFLATION 

Historically, inflation predictions have been lesser 
than the actual inflation that come to pass.- The situation 
has been most severe in major we·apon prOgrams that spend out 
slowly and extend into those years when inflation estimates 
have been poorest. The result is that unpredicted inflation 
has cut heavily into real program by as much as $6 or $7 
billion a year. 'In aadition to the serious underfunding of 
major weapon and other purchases, D.oD.'ia charged with poor 
management because of the amounts of cost growth in current 
dollars appearing in reports and tn the pr~cess . 

.... 
. 

Recommendation: Review various meth~~s and alternatives 
for budget~ng more realistically for inJla~ion. 

· · Required Action: Comptroller and P~'·E develop in more 
,.: . . d<!tail the. var~ous alternatives addressing the inflation issue 

• _.. -as related to planning and budgeting for major acquisition 
programs and provide a decision paper to the Deputy Secretary 
of -Def~ae within 30 days; discuss draft options with OMB and 
appropriate Congressional staff. 

Approved: ~ ~ 
Idea Needs More Development: 
I Need More Information: 

' 
Disapproved: 

. . 
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Recomm~ndation 19 

FORECI\STING OF llUSINESS !li\SE CONDITION AT 
MAJOR DF.Ff.NSE PLI\NTS 

• 
The business base at key defense ~lants is not adequately. 

considered in DoD program development. Cross-Service impacts and 
the effects of non-DoD work distorts business base projections and 
seriously increases overhead costs. This has caused larqe cost 
gr.P"':th for certain weapons systems. Too little consideration is 
given to this factor in DoD planning and decision-making . 

• 
Recommeridation': The Services will increase the effort to co­

ordinate proqra~m1ng information that affects other Service over­
head costs at given defense plants. Proqram offices will provide 
proqram projections to plant representatives so that overall 
bu~incss projcc~ions can b~ made ~vailable to th~ Service~ for 
rlannlng ,,nd budgr.tinq. 

Advantages: Better cost estimates and lower co~t to the 
qovernment.- --Prov-i-des-more realistic cOsts anrl ,;tability. 

l\£tion Re~uired: Contract 1\pministration functions will be 
directed to ma1ntain a business base projection, and government 
offices will be directed to support this effort and utilize.these 
data in planning and budgeting. The OSD Cost 1\nalys·is Improvement 
Group (CAIG) will maintain a data exchange for the Services to 
assist in improved forecasting. 

Approved: · · ~--
Idea Needs More Development: 
I Need More Information: ----
Disapproved: 

• 
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Recommendation 20 

IMPROVE THE SQJJRCE SELECTION PROCESS 

Some DoD competitively-selected contractors have performe~ 
poorly. In some instances, source selection criteria do not 
sufficiently take into account past performance or plans for 
future phases of a program. Also, the credibility and realism. 
of contractor cost proposals are not always challenged. 

Recommendation: Improve the source selection process to 
place added emphasis on past performance, schedule realism, 
facilitization plans and cost credibility. De-emphasize the 
importance of iowest proposed cost. Devote more attention to 
evaluating contractors• pcrformaricc durinq and at the time of 
contract completiori. Provide award fee contract structure to 
encourage goOd performance. This both provides an incentive 
for good performance, and a measure of contractor pcrform8ncc 
to be used in future source evaluations. Establish quality 
ratings where possible and ensure these past performance ratings 
are available for use by source·selection personnel. 

~dvantages: Eliminate poor performers. eliminate proposals 
that are unrealistically priced, thereby reducing the risk of 
bux-ins. 

Disadvantages: 
implement and apply • 

May limit comp~tition. Will be difficult to 
fairly • 

Action Required:' USDRE modify the source selection directive, 
DoDD 4105.62, to-emphasize the objectives stated above. USDRE 
establish a DoD system for recording, documenting and sharing 
contractor performance. 

Approved: 
Idea Needs More Development: 
I Need More Information: 
Disapproved: .. 

. •. 

, 
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Recommendation 21 

DEVELOP P.ND USE STP.NDP.RD OP£RATir:lNP.L P.ND SUPPORT SYSTEMS 

New· subsystems and support systems are developed that are 
peculiar to specific weapon .systems, yet have many performance 
features in common with other systems. Use 'of standard, off­
the-shel~ subsystems and/or. support systems for some of the long 
lead time items can reduce development time. 

Recommendation: Identify and develop standard subsystems 
and support systems or their technology (independent of weapon 
systems) to meet projected weapon system needs. Support a 
proqram of weapon support R'D to put diagnostic, repair, and 
loqistic technology on the 5helf. 

P.dvantages: f.arlier deployment with lower risk. Enhanced 
siipportability. Reduction in operating co'sts. 

Disadvantages: Standard systems or technology may not ~e 
best match for the ~eapon system needs. Requires increased' 
fundin~ to implement. Could be overemphasized. 

P.ction Required: 
a proposed program for 

USDRE working with the Services su~mits 
FY.82 and beyond within six months. 

P.pproved: ~-
Idea Needs More Development: ______ __ 
I Need More Information: 
Disapproved: 

• 
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Recommendation 22 

PROVIDE MOP.E 1\PPROPRIATE DESIGN TO COST r.QALS 

Design to Cost (OTC) fee awards are made as a result of 
paper analysis. There is little or no tie to actual costs in 
production. DTC incentive fees and 'awards are payable during 
and at the conclusion of Full-Scdle Development. Award is based 
.on the forecasted aver-age cost_ for the produc;tion quantity. 

Recommendation: Provide app~priate incentives to industry 
by associating fee awards to actual costs achieved during the 
early production runs. 

Advantage~: ·Tics award to "real" achievement. Mc1k.es DTC 
meaningful. 

Disadvantages: Changes i.n program (rates, 
flation, etc.) complicate .analysis of results. 
be~ween DTC~ffort and award payment. 

quantity; i.n­
Lonqcr time 

Action Required: Insure program managers and contractinq 
officers develop contract terms and procedures to provide for 
the payment of Design to Cost (!lTC) awards and 'incentives based· 
upon costs actually achieved during early production runs. Base 
payments on demonstration that initial costs are on track with 
DTC goal for total forecasted·production. 

Approved: ~ 
Idea Needs More Development: 
I Need More Information: 
Disapprove: 

'• 
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Recommendation 23 

1\SSURE IMPLEMENTATION OF 1\CQUISITION PROC:ESS DECISIONS 

The acquisition process has been studied many times by m~ny 
organizations.· Most of the recommendations presented here have been 
made before. HOwever. few of these recommendations have .. been imple­
mented.' Congress, GAO, OMB, OFPP, industry, and OSD have continu­
ously criticized the Services for not following DODD 5000.1 and DOD! 
5000.2. II recent Navy acquisition study reviewed the implementation 
status of past acquisition process studies and found that of SO 
recurrent recommendationS, some progress is perceived to.have occur­
red in 29 and almost no progress is perceived to have occurred in 
the remainder. 

II difficulty with implementing recommendations regarding the 
acquisition process is the great number of players involved to make 
implementation succeed. T.his t-cquircs persistent, intcn!;ivc, fol­
low-up P.ffort to~akc 5urc that the recommendations r~nlly do take 
hold. The most common r~ason for non-implementation i~ simply that 
relcntless.acti~on· the part of top management \s not taken to 
insure that recommendations arc, indeed, implcme~d. oso has, in 
the past, focused a great amount of management attention on policy. 
development and resolution. However, OSD has not monitored imple-
mentation of the policies on a program basis. • 

Since poten.t.ia'i decisions could lead to major changes to the 
pro~ess and even to DoD organizations and their roles, it will be 
difficult for the existing DoD organizations to execute changes 
without high level attention by the SecDef and DepSecDef. Elimina­
tion of the complexity inhe~ent in the current process is masked 
unless the many different types of changes are considered in terms 
of the aggregate administrative an• reporting load generated. 

II fundamental. determination which is required for each decision 
is whether implementation should reflect centralized control under. 
OSD or decentralization to the Services. In selected areas a uni­
formity of action across Services may be desired. 

Recommendatio;: Ensure that a ~etermined management translates 
approved recommendations into implementable direction anrfixes 
responsibility so that management has visibility of the tions 
taken. ~ 

,. 
Advantages: This plan will not succeed without a well planned, 

intensiv~. high visibility, relentless implementation phase. With­
out this effort, this report will degenerate into another study. 

Disadvantages: Implementation will require a priority and 
time comm1tment from all levels of management ranging from the. 
SecDef to the Program Manager for a number of years. 

Action Required: a. Assign overall r~ponsi.bility to USDRE 
for mon1toring and follow-up of all decisions made in this report. 

b. USDRE will assign a prime responsibility 
for action on every recommendation and decision ~n this report. In 

. ge!'i'r,ai<, these assignments have been .,peci fied und~r. the "1\ction 
Required" sections: however, in certain cases spec1f1c act1on res­
po~sibilities will be defined in the immediate future. 
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c. USDRE should consider utilizing a working 
group containing 050 and'Service representatives to assist in imple­

mentation. 
d. USDRE should consider utilizing a number 

of creative techniques to translate the intent of these recommenda­
tions to all levels. This could include formal training sessions, 
conferences, video taped training films, articles, and policy letters. 

-· 
e. Both the SecDef and the DepSecDef must 

maintain a personal interest in ensuring that the changes are imple­
mented, that there is continuous action to improve the acquisition 
process, that periodic r~views take place, and that all Services and 
OSD staff be made aware of the SecDef priority inter~st on this 

subject. 

1\pproved: 
IdeA Needs More Oevelopmen~: 
Need More Information: 
'Disapproved: • 

• 

I 
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-MA.JOR !SSUF.S FOR nr.CISiml 

This section prPsents for decision the major issues identi­
fied in the Defense sxgtcms Acquisition Review. 

• 

A. Issue: WHAT SHOULD IJE THE SECDEF (DSARC) DECISION MILESTONES? 

The current p~oce~s· provid~s four discrete SecDef decision 
points. All of the alternatives discussed below retain the 
current' "milestone" process structure. However, all alterna­
tives e~ther de-emphasize or reduce the number of formal OSD 
level milestone reviews and SecDef decisions. Under some 
alternatives certain milestone reviews are delegated to the 
Service Secretaries. The secretary of Defense decision author­
i(y and acquisition policy responsibilities are maintained and 
exercised through the PPBS process and/or by invoking explicit 
di8approval•of proposed Service program acquisition decisions 
at any stage in the cycle. There are four alternatives shown 
schematically on page -

Alternative One (Page D-11) reduces the current four discrete 
SecDef dec1sion milestones to three (with flex·ibility for onlx 
two) by altering Milestone Zero. 

Miles·tone Zero SecDef review and 
the annual Planning, Programming 

• I . . 

decision ~s accomplished through 
and Budg~ing System,(PPBS). · , 

A1thouqh Milestone I is retained, a SecDef decision would gen­
.erally be necessary only when a program requires a significant 
prototype (Advanced Development) phase. When held, Milestone I 

documentation would be reduced. 

Milestone II and III reviews would continue to be conducted by 
the OSARC with final approval action by the SecDef. Any p.re­

.IJr post-Miles.tone III reviews deemed ·necessary wo:Jld bP lleld at 
"lhe Service level except under unusual circumstances. 

Con: 

Reduced administrative burden. 
Increased flexibility · 
Initial development program reviews and 
decisions are speeded. · 

\ 
May be perceived as a leBsining bf s~cDef 
control. 

• 
Alternative Two (Page D-16) reduces the number of formal SecDef 
DSARC·rev1ews to Milestones II and III. 

Milestone 0 would be reviewed by OSD during PPBS as in 
Alternative One above. ~ 
Milestone I would be delegated to the Service se·cretaries. 
SecDef ~uthority and oversight is maintained through notifica­
tion of Service decisions with veto/disapproval authority if 

necessary. 
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Milestones II and III receive a full DSARC review and DSARC approval. 

Pro: Further delegation of. program responsibility and 
reduction in administrative burden. 
Front-end process is speeded as in Afternative One. 

Con: Further reduction in SecDef control over acquisi­
tion of major programs at front-end: may restrict 
SecDef ability to redirect due to program momentum. 
May not be considered proper implementation of 

I'A-109 with regard to Milestone I (A-109 requires 
,secDef to retain decision authority at the four· 
Milestone Decisions). 

Alternative Three (Page D-19) reduces the SecDef decision.mile­
stoncs to two, but ensures full SccDc( involvement in major proqram 
initiation, and improved program definition for program go-ahead. 
The first decision. point, "Requirements Validation: (equivalent 
to combination of Zero and One), serves as a .full DSARC/SecDef 
review and approval of major program initiation including threat, 
weapons concept, risk and schedule, readiness, and affordability 
goals. At this poin·t a 11pecific "not-to-exceed" dollar threshold 
'is establish~hich sets the funding to. carry the program through 
Concept ~ation and early Full-Scale Development activity up to 
the second decision point, "Full-Scale Development and Production." 
The goals to· be athi.eved by, and the timing of the second SecDef 
deci.sion .point are deflned at the first deci'!!ion point. 

The Program Go-Ahead, second SecDef decision point, occurs some­
what later than Milestone II· in a "normal" program scheLule, and 
it·· is ·selected to coincide with Preliminary Design Review. SecDef 
retains source veto/disapproval of a Service ~reposed action and 
program plans which shall include Full-Scale Development and Pro­
duction, the program plan for Test and Evaluation, Support and 
Readiness, and the total acquisition strategy. 

The production program review is delegated .to the Service Secretary 
if there are no major changes to the program approved at the second 
decision point by the SecDef. 

Pro: - ·The administrative burden is reduced by fewer 
OSD leve·l reviews. 
The ·review levels are. linked more closely to 
major expenditure increases. 
Program convnitment is delayed u"ntil program 
technical, performance and cost factors are 
more accurately determined. 
Provides more efficient transition between 
development. and production. 

con: Same Cons as above: .in additi6n the divergence 
from ~-109 language is more acute. 
No separate SecDef production decision required. 
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Alternative Four (Page o-24) eliminates all SecDef dec.ision 
milestones and delegates total program review responsibilitY. 
to the Service Secretaries. The DSARC could be invoked at 
SecDef discretion but generally the SecDef would exercise con­
trol and decision authority on a by-exception veto/disapproval 
basis. Milestone Zero would be conducted through 'the PPBS 
process as described,earlier. 

Pro: This alternative goes the furthest toward 
decentraliza~ion and reduction in adminis­
trative burden. 

con: SecDef direct control of major acquisitions is 
substantially reduced. Perceived violation of 
the intent of A-109 as regards agency· head · 
responsibility. 

Action: USDRE .revise DOD Directives 5000.1/2 appropriate to 
alternative sel·ected.· 

Dephion: 

current: (Four SecDef Milestone Decisions) 

Alternative 1: (Three SecDef Milestone Decisions) 

Alternative 2: (TWo.SecDef Milestone Decisions) 

Alternative 3:" (TWO SecDef Milestone Decisions) ~.· 
Allternative 4 I (Zero SecDef Milestone Decis~ons)· 

ACQUISIT10N PROCESS ALTERNATIVES· 

-
I I I 
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B. Issue: SHOULD MENS BE ELIMINATED/REVISED~ 

Problem: The.Mission Element Need Statement (MENS) is an 
1nternal ·DoD docwnent used to support the SecDef .:iecision at. 
Mile.stone 0. .The MENS HI required by DoD implementation of 
OMB Circular A-109 (1976) requirements to state needs in t~rms 
of mission and that SecDef should certify the need. The M~NS 
was to be 5 pages or less.· In practice staffing has increased 
and detailed justification information often requested by OSD 
has contributed directly to perceptions of growth in the.' 
"front end" of the acquisition.cycle. There are 30 MENS 
currently approved. 

Alternative One would require submission of the MENS (shortened 
tor as currently required) no later than with the Service POM 

thus· linking the acquisition and PPBS process. SecDef approvol 
of MENS would be by accepting POM in the absence of specific 
disapproval. · 

Pro: 

Con: 

Consfsterit with reduced SecDe·f review options. 
Better integration of acquisition and PPBS 
processes as "new starts" would ~e re'liewed 
in the context of the· full SP.rvi.:e/DoD budge,t 
formulation pro~ess. 

SecDef decision authority 
exercised by exception in 
::- t 

retained, but 
.tho! budget process. 

' ' 

Some reduction in SecDef visibility and , 
inf~uence over preliminary program plans. 

Alternative Two would eliminate MENS document entirely; 
Congressional ·Descriptive Summary (and otber POM documenta-. 
tion already required) would document Milestone o. 

PJ;O: 

Con: 

' . 
Reduced paperwork, simplified program 
documentation. 

MENS has .been given considerable visibility 
'in OFPP; OMB, and GAO, could be viewed as 
circumvention of A-109 though MENS not 
specifically required by A-109. 

Action R~uited:. USDRE revise DoD Directive 5000.1/DoD 
Instruct1on 5000.2 appropriate for alternative selected. 

Decision: 

Alternati;re 1 
Alternative 2 

I Need More Information 
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C~ Issue: SHOULD DSARC MEMBt:RSII!P BE REVISED? 

Problem: serv1ce Secretari.es. !lave statutory responsibility for 
the execution of.contractuaJ and financial responsibilities for 
their departments, yet they are not voting members of the DSARC. 
Service Chiefs also have no vote although they will be respon­
sible for developing and operating 'the systems under consideration. 

Alternative One would maintain current membersn<p. (USDRE, 
Chairman' USDP; ASD(C); ASD(MRA&L); ASD(PA&E); Chairman, JCS; 
plus others in special cases). 

Pro: Retains DSARC as a SecDef staff advisory counciL 

Con: Could place the DSARC in a position·of recommend­
ing a position that is contradictory to that of 
the Service line executive responsible ·to the 
SecDef without explicitly reflecting the Service 
position. 

Alternative Two would include the appropriate Servi=e Secretary 
or Serv1ce Ch1ef as full members of DSARC. -

Pro: .:. ·Provide SecDef with a broader advisory council. 
Reduces adversary nature of current p~ocedure • 

. • 
Con: Reduce the independence of the DSARC a~SD 

advisor to SecDef. 
Increases the size'of the DSARC. 

• f 

Action Required: USDRE revision of DoD Instruction 5000.2 
· reqlilred. 

Deciaion: 

Alternative 1 ----~r-~-
Alternative 2 ~ 

I Need More Information ----------~ 

• 
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D. I3sue: WHO SHOULD BE '~'IlL DEFf.JE ACQUISITI0:-1 ·EXECUTI"f. ( DAE)? .. 
Problem: Current. policy nC'JUi_rcs that a DJ\E be designated by 
the SecDef to be the principal advisor a~d staff assistant tor 
the acqu1sition ~f defense systems and equipment. The USDRE is. 
designated the DAE. However; the scope of the function en­
compasses ·procurement of material to support and sustain the 
force~ There is continuing ·competition between modernization 
readiness, maintenance of forces and sustainability. ~he USDRf 
has primary staff responsibility for force modernization effcrts 
of DoD. 

!\lternative One would retain USDRE as the DAE. 
I 
Pro:· .. 

Con: 

The USDRE is clearly the OSD executive with the 
greatest technical knowledge and systems develo­
opment expertise. 

Primary USDRE responsibility is developing 
weapon systems as opposed to operating, main­
taining, or supporting the military force. 
The effort to rationalize and fund competing 
programs suffers because USDRE could be an 
R&D proponent himself. 

Alternative Two would designate DepSecDef as DAE. 

Pro: 

Con: 

Decision: 

• 
Improved balance between modernizing and oper­
ating the force• and a more coherent defense 
program could result from having DepSecDef 
chair both the DRB and the DSARC. 

Increases the level of DepSecOef involvement in 
the acquisition process. USDRE is the OSD 
technical and system development expert. 

Alternative 1 
Alternative 2 

I Need More Information 

·--·· 
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F.. Issue: WHAT SHOULD &E TIIF: C::ll!TF.R!ON _FOR SYSTEMS PEV!f'WED W{ 

DSARC? 

Problem: Currently, there 8re·ovcr 50 major programs Uc:.i~natcd 
for DS/IRC review. Althouqh dollar thresholds (currently SlOOM 
RDT&E or SSOOM procurement in FY 1980 Sl are "guidelines," they 
are generally the rule of thumb used -to select major p)'"ograms. 
Major program designa~ion is derive~ by subjective judgment based 
upon joint Service ~a~icipation, estimated funding, manpower and 
support requirement's, risk, politics, and other Secretary of 
Defense interests'!"-·~. 

Alternative One would continue present system. '. 

Pro: 

Con: 

The current system allows flexibility in 
designation, and does not force uncontentious 
programs to become major strictly because of 
large in~estment. 
-~ 

The largely subjective·criteria causes un­
certainty, and may be susceptible _to an 
arbitrary_designation. 

Alternative Two increases dollar guidelines for major S}9tem 
designation to $200M ,RDT&E and $1B procurement in FY 80 $. 

Pro: The number of Service -DSARCs and DSARC would 
be .reduced· approximately 25% while still 
insuring review of the most expensive major 

:: systems; 
Uncertainty and the opportunity for arbitra~y. 
unnecessary designation are reduced. . 

Con:'- Reduces number of major systems of significant 
investment not reviewed at Secretary of 
De'fense level. 

Action Required: USDRE revise DoD Directive 5000.1/DoD 
Instruction SOOO. 2 if Alterna'tive Two is adopted. 

' Decision: 

Alternative 1. __ ~~~---
Alternative Z ~ 

I Need More Information 

--
33 

•• 

.. 
• 



--:---:----------~---... ,. -~-

F. I ssuc: HOW SHOULD THE DS/IRC/PP!lS DEC! S I 0'1 BE I 'HEra•ATr:rJ? 

Problem: It has been t.J'le perception that a u;.A.RC endoro~mcnt 
and subsequent .S~cOef approval commits the SeCDef/Service to 
fund the program as approved, This has led to confusion as 1.0 

. program status and stability. The DSA.RC process reviews sinr;l~ 
programs at significant r.tilestones to determine readines::; to 
proceed to the next phase. It is not feasible in that context 
to ass·ess ·the financing· of a major program vis a vis othet 
Defense requirements. In contrast, the PPBS addresses a~l 
programs within a resource allocation framework without ~n 
in-depth review of technical ispues and program structure. 
This "9isconnect," the lack of explicit resource commitment 
(including support and manpower) resulting from a successful 
DSARC review and subsequent SecDef approval, is frequently cited 
as a flaw in the acquisition process. 

Alternative One continues present practice. 

Pro:· 

Con: 

Allows funding decisions during POM/budqet 
·development. 

Fosters program instabilities when·DSARC program 
is not supported in PPBS cycle. 
May void contract with industry. 

Alternative Two resolves the interface problems by providing that 
programs rev1ewed by the DSARC will be accompanied by assurance 
that sufficient agreed to resources are in the FYDP and EPA or 
can be programmed to execute the program as recommended. DSARC 
review would certify the program ready to proceed to the next 
acquisition stage. Affordability in the aggregate would be a 
function of the ~PBS process. 

Pro: 

Con! 

This would lead to DSARC endorsement of fiscally 
executable programs and fosters program 
stability .through resource commitment. 

Funding constraints· may be set without regard. to 
technical issues. 

Alternative Three has the DRB assume the functions of the DSARC. 
This also makes DepSecDef the Acquisition Executive. 

Pro: 

Con: 

Decisions made by single body; no need to 
tevisit in ahother forum. 
Forges a closer linkage between the acquisition 
process and the PPBS. 

Current DRP membership not optimal for technical 
program reviews. 
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Action Required: Alternative 2--DAF. enforce current DoD 
. Directive 5000.1 affordability policy and USDRE revioe 5UOO.l 
to strengthen policy and eliminate confusion. 

Alternative 3--tlSDRE revise DoD Directive 
5000.1/Dc.Jl Instructior. 5000.2 to reflect changes in role and 
membership of DRB. 

Decision: 

Alternative -1 
Alternative 2 
Alternative 3 

I Need More Information 

.• 

- -·-- . 
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G. Issue: l'ROGPA.'I· MMIAGER CONTROL OVEP I.Or.ISTICS ~~m !;UPPO~T 
,RESOURCES 

Problem:. Three proqramniin'l and budg!'ting problems .HP dis in­
centives for proqram manaqers to provide syst~m support .Jntl 
readiness. 

1, Support program and bud<Jet requirements are based on 
experience related measures ( unrelated to readiness·) instead 
of a system's support ~equirements and readiness factors. 

2. Budget review by appropriation categories. The tieldi.ng 
of a weapons system involves several appropriations: R&D, 
procurement, militar~ construction, operation and maintenance 
and military personnel. ~ormally budget decisions in these 
accounts occur without visibility of the impact on indivi~ual 
system's support or. readiness. 

3.· Budget exec~tion. Some weapon su~port funds (spares, 
traininq, depot) are controlled by Service activities not 
responsible to the}. program ma_nager. Sometimes prioritieS do 
not match the pro~am manager•s' and funds are diverted to fund. 
other requirements. ' 

The Program Manager may not know of or participate in !'PBS 
decisions wqich impact on his system•s support. Once decisions 
are made oofhis system's support, they may be altered by an­
othPr activity during budget execution •. This-is particularly 
critical early in FSED as well as during the transition to pro­
duction when large initial support resources are spent. At any 
gi.ven time, there would be an estimated 15-20 weapons total 
involved in transition. Procurement of spares with contracts 
separate from the system production contract increases spares 
costs. 

OPTIONS: Alternatives .2 and 3 below would apply to selected 
weapon systems, those nearing production or in early production 
(15-20 systems). ~ two year trial is recommended for the 
selected alternative. 

Alternative One would continue present management system (use 
traditional/experience related measures to review system support 
program and budget requirements; review budget by appropriation 
categories. · · 

Pro: 

con: 

No cost. of •change. 

Disincentives for program manager t'o provide 
system support readiness r~main. Budget review 
and budget execution problems are not addressed .. 
Little program manager input to support budget 
execution. 
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Alternative Two would have Services submit with the POM support -
resource.requirements and readiness objectives, by weapon system, 
for systems entering/or in early ·production. Direct OSD to have 
a einglR review o~. support associated with individual systems. 

Pro: 

Gives more PPBS visibility of the combined effect5 of r.;a_·or 
support decisions on readiness objectives. 

Removes- PPBS disincentives by· reducing independent budget/ 
PPBS decisions without visibility of effect on program as a 
whole. 

Would move in the direction of ~ more mission oriented hudqet 
decision process. • 

Con: 

Some extra work for the reviewers. 

Alternative Three is the same as two but would additionally de­
velop procedures to give the PM more control of'support resources, 
funding and execution. Services would develop implementing 
approaches to deal with the problems identified on this issue. 
The basic option should give the Program Manager a voice in support 
resource allocation and budget execution process through in­
creased and centralized resource visibility and coordination by 
the PM on changes to his plans. 

~ 

Giving the Program Manager a voice (or coordination) in major 
support resource decisions for his program would improve re­
sponsibility. 

Con: 

A moderate step requires procedural changes and may or· may not 
be effective. More direct ·control of many resources would un­
balance the overall use of logistic resources by the Service. 

Action Required: ASD(MRA&L) letter to Services stating objectives 
to give more-incentives to ~M. ASD(MRA,L) would work with the 
Services to define and evaluate implementing options. Initial 
letter can be prepared within 30 days. 

Decision: 

I Need 

Alternative l 
Alternative 2 
Alternative 3~ 

More Information __ __ 
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!!. IssUe: IMPROVING RELIABILITY AND SUPPORT FOR SHORTEtlED. 
ACQUISITION CYCLE 

Problem: In response to serious readiness and reliabilily prob­
lems_in many of the· systems we now operate, there have been 
1ncreases 1n Service and OSD efforts to define reliability ond 
support objectives and to demonstrate their accomplishment pr1or 
tc major production commitment. Reeent acquisition polfcies 
include this increased emphasis. 

' The new focus on shortening the development process is poten-
tially in conflict with inltiatives to improve reliability and 
support. Whereas the fastest acquisition approach involves 
initiating production prior to test of development models. the 
hiqhest confidence of achieving rel1ability and other support 
qoals in fielded hardware·involves iterative desiqn and testinq 
before high rate production. A balance must be struck on each 
program. Many of the serious problems in current systems 
result from ~ot striking the correct balance. 

For those systems which are run on a fast track, there are re­
quirements for additional early funding tb design in reliability 
and support characteristics - i~uding the need to pay this 
price in parallel or competing developments. Additional in-house 
talent must be brought to bear. and industry incentives need to 
be applled to avoid previously.experienced support problems. 

Because of the relative priority of reliability and support 
efforts compared to performance objectives, and the current 
shortage of in-house talen·t to address these problems, specific 
top management· attention, priority and stress on support re­
sources is needed. 

oAlternative One modifies the current acquisition procedures to 
require a specific early decision (circa Milestone 1 on many 
progaams) on the approach, additional resources and incentives 
which will be used to balance the risks in the reliability and 
support area·on each program. The vehicle for decision can be 
an acquisition strategy prepared by the Program Manaqer. This 
should include an option which goes as far as possible in extra 
efforts (desiqn, parallel testing, contractual) to increase the 
likelihood of achievement of support objectives on concurrent 
programs. 

Pro: Earlt decision on degree of concurrency sets in 
mo~ion long lead steps to reduce support risks. 

~ - ~ Rl!aults in conscious decision to balance all the 
If,· .. objectives in the light of Service and DoD 

priori ties. · • 
Gets additional early resource needs considered. 
Provides clear support objectives to PM . 

..... 
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Con: Wil.l require more up-'front funds. Will be 
viewed by some ~s addressing support too early. 
Addit1onal responsibilitY for PM (but the 
clear decisions may be helpful) .. · 

Alternative Two shifts more of the focus to fixing reliability 
and support problems experienced in fiel~ing the system by 
subsequent redesign of production hardware and incorporation of 
fixes. Rely more on interim contractor support while problems 

are being fixed •. 

Pro: Easier to do •. 
Leaves program manager freer to make the 
trade-offs wtthout Service involvement. 

Con: Requires more funds to fix later. Histortcally­
difficult to get funds for major fixes. Less 
likelihood of avoidinq support problems. 
Congress will criticize the early fielding 
problems. 

Action Required (If Alternative one is selected): USDRE issue 
guidance adding early assessment of support options to the 
current procedures. This could be part of a decision on over­
·all acquisition strategy. Additionally request the Services 
to revise and develop s~pport related planning guidelines. 

' 
Decision: 

Alternative 1 
Alternative 2 

I Need More Information 

,..I 
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