APPENDIX A

IMPLEMENTING ACTIONS

1.  DoD will increasingly rely on an integrated civil-military industrial base in lieu of a defense-unique industrial base.

A.  Extend milspecification and standard reform to reprocurements.

Why action is critical: The initial military specification and standard reform policy was limited to new acquisitions.  Use of performance based acquisitions is essential to enable logistics reform at all phases of a program’s life cycle.   

Action:  Establish a senior steering group to develop an implementation strategy.

OPR:  DUSD(AR).

Leading Indicator of Change: Ideally, we would use an accelerated rate of increase in the dollar value of performance based contracts for supplies.  Because it will be a year before our databases are able to capture this information, we will use the dollar value of firm-fixed price competitive procurements for products.  The baseline is $7.5 billion in FY 1999.
B.  Incentivize suppliers by using acquisition strategies that give contractors flexibility to innovate and access commercial solutions.

Why action is critical: Need to engage with defense supplier base to define ways to rapidly access commercial technology, reducing acquisition cost and cycle time, while sustaining readiness.  

Action:  Work through the Corporate Councils and Industry Associations to develop flexible acquisition strategies and policies.  As necessary, conduct an Action Acceleration Workshop for Performance Management of Suppliers.   Convene Rapid Improvement Team to develop an action plan for accelerating use of FAR Part 12, establish Service goals, and develop guidance for the acquisition workforce.   Develop policies and issue guidelines necessary to enable long term acquisition strategies to be used to attract commercial vendors to the defense market.  

OPR:  DUSD(AR)

Leading Indicator of Change: An accelerated rate of increase in the dollar value of FAR Part 12 acquisitions with primes.  The baseline is $12.6 billion in FY 1999 with no discernable trend in prior years.
C.  Migrate DoD oversight and buying practices to management of suppliers, not supplies.

Why action is critical: Need to establish strategic alliance relationships among buying commands and suppliers to gain insight into, and apply, business sector best practices in such processes as government property, materiel management and accounting systems, performance-based payments, single process initiative, and past performance.  Need to establish trust in relationships to manage though insight, rather than oversight.  In this way, we will be in a good position to engage with the defense supplier base to define ways to rapidly access commercial technology, reducing acquisition cost and cycle time, while sustaining readiness. 

Actions:  1) Prepare, with industry collaboration a vision for supplier management for the 21st Century to communicate joint leadership objectives for the Revolution in Business Affairs.  2) Develop strategic alliances with key defense suppliers; launch six strategic alliance pilot programs by September 2000.  3) Target specific barriers to Civil Military Industrial Integration for policy change and draft legislative proposals for the FY01 legislative cycle as appropriate.  4) Develop by Summer 2000 a DoD supplier handbook and, as necessary, other DoD and industry training, on-line or in classrooms, to insure effective implementation and institutionalization of these policies.  

Leading Indicators of Change: An accelerated increase in negotiated savings and the estimated cost avoidance from the Single Process Initiative.  The cumulative baselines is $30.6 million in negotiated savings and $523.8 million in estimated cost avoidance as of February 10, 2000.
D.  Expand use of performance-based acquisitions by streamlining procurements for services.

Why action is critical: Performance-based acquisitions provide access to innovative ways to solve Defense problems through use of commercial processes, products and practices.

Action:  Rapid Improvement Teams to refine acquisition strategies/policies, establish Service goals, and develop guidance for the acquisition workforce. 

OPR: DUSD(AR)

Leading Indicator of Change: Ideally, we would use an accelerated rate of increase in the dollar value of performance based contracts for services.  Because it will be a year before our databases are able to capture this information, we will use the dollar value of firm-fixed price competitive procurements for services.  The baseline is $14.9 billion in FY 1999.

E.  Expand the use of price-based acquisition.

Why action is critical: DoD cannot access state-of-the art technology from the commercial sector, nor achieve lower overhead costs depending on defense-unique industries that operate on low volumes.  
Action:  Change the requirements and systems acquisition processes to allow the use of price-based acquisition for research and development, without shifting significant risk to contractors, by understanding value, identifying and understanding risk, and having alternatives.  Educate the workforce to use price-based acquisition to the maximum extent practicable when competition is available.
OPR:  DUSD(AR)

Leading Indicator of Change: A continuing  increase in the dollar value of firm-fixed price, competitive R&D contracts.  Since FY 1994, this indicator has fluctuated with no apparent trend.  The FY 1999 baseline is $2.09 billion.

2.  DoD will adopt a new approach to systems acquisition where price and schedule play a key role in driving design development and systems are reviewed by portfolio.
A.  Develop a way to look at programs on a portfolio basis. 

Why action is critical: In order to operate in the current threat environment, warfighters need to have flexibility in regard to alternative ways to introduce new capability quickly.  Such new capability must be able to interoperate with both U.S. Forces and Allied Forces (in terms of common consumables such as fuel and ammunition and in terms of being able to communicate and transfer data).  To achieve flexibility in delivering capability, there must be a viable alternative to a specific acquisition program.  This alternative does not have to be another version of the system, but must be another solution to the same capability need.  In order to interoperate, there must be a common architecture and common information exchange requirements.  The examination of alternatives and assurance of interoperability can only come when a specific acquisition program is reviewed in the context of the other programs or legacy system with which the specific program must interoperate.  Such a review is done by mission area or portfolio.  The result will be lower cost systems, with capability delivered more quickly to the warfighter.  The warfighter will be better able to use the full-range of capability available.

Action: Change DoD 5000.2-R and CJCSI 3170.1A to require the acquisition strategy to address competition and interoperability.  Ensure that the Milestone Decision Authority addresses competition and interoperability at each acquisition program review.

OPR:  D,ARA and DUSD(AR) with DUSD(IO) and D,DP.
Leading Indicator of Change: Number of DAB reviews in which viable competitive alternatives are addressed and in which interoperability is reviewed.  The baseline is   zero in FY1998.

B.  Implement cost as a mandatory requirement.

Why action is critical: Only the warfighter can determine what a system is worth, compared to other capability needs.  This determination of value will drive design.  This value analysis must be made in terms of both acquisition costs and in life-cycle costs.  Reduction in life-cycle costs will result from identification of key cost drivers and ways to reduce those costs as well as from increasing reliability in new systems and providing for technology upgrades throughout the life of legacy systems.

Action:  Change CJCSI 3710.1 and DoD 5000.2-R.

OPR:  Joint Staff with D,ARA and DUSD(AR).
Leading Indicator of Change: The number of MDAPs with cost as a key performance parameter.  The baseline is one out of 80 in FY 1998.

C.  Implement flexible requirements.

Why action is critical: The time to complete the acquisition process to meet the stated requirement has lagged behind changes in the requirement scenario and the capabilities that are provided by technology advances.  The result has been extensive acquisition cycle times with the warfighter acquiring a capability late-to-need and generally lagging cutting edge technology.  Implementation of time-phased requirements married with use of more mature technology, evolutionary acquisition, and the early use of test and evaluation for discovery will result in reduced cycle times so that the warfighter will get delivery of required systems sooner and in planned increasing increments of capability to meet the evolving threat..

Action:  Change CJCSI 3710.1 and DoD 5000.2-R.

OPR:  D,ARA and DUSD(AR) with Joint Staff and DOT&E.
Leading Indicator of Change: Number of strategies with a planned evolutionary acquisition approach.  The baseline is zero in FY1998.

3.  DoD will transform its mass logistics system to a highly agile, reliable system that delivers logistics on demand.

A.  Identify Section 912(c) Pilot Program product support reengineering initiatives.

Why action is critical: Pilot programs are critical platforms to demonstrate product support reengineering initiatives and assess their value, benefit and application to systems across DoD.

Action: The thirty Section 912(c) pilot programs will develop and submit to OSD program implementation plans including product support reengineering initiatives. 

OPR:  DUSD(L), Program Managers, Program Executive Officers, Services

Leading Indicator of Change: Number of the 30 RTOC pilots that have good, solid product support strategies. The baseline at the time that the Section 912(c) report was disseminated is two, the C-17 and the F-117.
B.  Assess the feasibility of developing a Product Support Working Capital Fund business area.

Why action is critical: Legacy systems are for the most part supported through the working capital fund (WCF) financing mechanism.  In an attempt to move toward commercial practices of leading commercial logistics support entities by developing integrated supply chains for legacy systems, some Program Managers have proposed decapitalization of system assets from the Service and DLA WCFs.  Decapitalization of legacy systems from WCFs may prove destabilizing and could potentially add additional cost to the Service to support all systems.  Developing a new WCF business area to support integrated product support strategies was discussed as an option by the Section 912(c) Reengineering Product Support Team.  This study would evaluate the feasibility of this approach.

Action:  Develop an assessment/evaluation of creating a Product Support Working Capital Fund business area with possible application on a pilot program.

OPR:  DUSD(L), USD(C), Services, DLA

Leading Indicator of Change: The number of RTOC pilot programs with innovative financial strategies that match their innovative product support strategies.  The baseline is zero.

C.  Establish logistics system architecture.

Why action is critical: Without a logistics systems architecture, achievement of a DoD system capable of focused logistics and substantial support cost reductions will be much more difficult if not infeasible.

Action: Establish a logistics systems architecture to coordinate integration and reengineering of business practices and supporting information technology systems so that they operate to achieve total supply chain management in a unified manner.  Preliminary draft expected in May 2000.

OPR: DUSD(L)

Leading indicator of change: The amount of resources programmed by the Services to implement the architecture in their FY 2002 and FY 2003 POMs.  The baseline is zero.

4.  DoD will reduce its acquisition infrastructure and overhead functions.

A.  Continue to implement Service RDT&E infrastructure efficiency initiatives.

Why action is critical: A primary goal of the Revolution in Business Affairs is to achieve more efficient and effective business processes to reduce infrastructure costs.  These savings will then be realigned to the DoD procurement accounts.  

Action:  Implement Service, Defense Agency efficiency goals.

OPR: Services, Defense Agencies

Leading Indicator of Change: A decrease in DoD’s RDT&E infrastructure cost with commensurate reductions in people.  The baseline is $3.7 million in FY 1996.

B.  Reduce DoD facilities and bases. 

Why action is critical: DoD is paying an increasing amount to operate and maintain facilities and bases that are no longer needed.  Reduction in facilities and bases will generate savings that can be realigned to the DoD procurement accounts.  

Action: Request another round of BRAC authority from Congress, privatize housing and utilities where possible, and initiate public/private partnerships where efficient and effective.

OPR: DUSD(IA)

Leading Indicator of Change: Approval of BRAC authority.
5.  The DoD workforce will be trained with the requisite skills to operate efficiently in this new environment and will perpetuate continuous improvement

A.  Deliver team training courses for commercial practices and services.

Why action is critical: As the Department strives to bring about a Revolution in Business Affairs by adopting more commercial processes, practices and products, it is critical that the workforce receive the knowledge and skills to operate in their changing environment and culture.  Education and training using multiple approaches, crossing the spectrum from the classroom to distance learning, with the capability to tailor the offerings to specific individual and team requirements when they need it is critical to prepare the workforce to operate in this changing environment and to achieve enterprise goals.  Education and training are tools to accelerate and achieve continuous change in the organization. 

Action: Offer and deliver courses in FY 2001 within current resources.  Training beyond FY 2001 must either be programmed for or reimbursed to DAU by the program office of team receiving the training.

OPR: DUSD(AR), Defense Acquisition University (DAU).

Leading Indicator of Change: In FY 2001 DAU will offer, promote, and fund ten such training opportunities.  

B.  Implement Phase II continuous learning.

Why action is critical: A key characteristic of a world class organizations is to create and maintain a learning organization that seeks out and adopts best practices to improve individual and organizational performance and establish performance measurement incentives to reinforce transition to a learning organization.  Education and training are tools to accelerate and achieve continuous change in the organization.  Identification of education and training options available and those, which still need to be developed, is important to guide management and the workforce in selecting the most beneficial learning opportunities and meet the continuous learning standards established for the Department.   

Action: First, identify currently available “best practice” education and training for application to the entire acquisition workforce.  Secondly, identify additional “best practice” training or education required, but not currently available. Develop core curriculum.  Identify at least five courses that represent best practice training in acquisition management by October 2000 for each career program.  Identify three focus areas to recommend for continuing professional development for each career program by October 2000.  Report these recommendations for dissemination to the workforce in the annual report required under the continuous learning policy.

OPR: DUSD(AR)

Leading Indicator of Change: Number of acquisition workforce people taking the courses identified in the focus areas.  Baseline is to be determined after the courses are identified.

C.  Restructure acquisition career fields.

Why action is critical: It is important not only to provide the proper education and training to the workforce, it is also critical to provide the correct type and level of training and education to the correct portion of the workforce.  The focus of this initiative is to increase the professionalism of the Program Manager Career Field, identified as those who simultaneously manage cost, schedule, and performance, and better define the requirements for Level II and Level III position certification.

Action: Review all level II and III program management positions for inclusion in a new program management position category by March 2000.  Recommend changes to the career development standards for this new category (education, training, and experience) by April 2000.  Review each critical acquisition position that is retained in the resulting program management position category for assignment specific training, education, and experience (including program office and “rotational” experiences) by April 2000.  Report changes as part of the annual report in October 2000.  

OPR: DUSD(AR), DAU

Leading Indicator of Change: Accomplishment of above actions; a baseline is not applicable. 

6.  DoD will institutionalize continuous change throughout the enterprise.

A.  Establish center to accelerate and manage change. 

Why action is critical: Successful companies have determined that the use of an enterprise change model is necessary to accelerate reform.  The change model is composed of three elements.  1) A senior leader jump-start program where senior leaders must create the vision, identify enterprise goals, establish objectives, and facilitate the changes required to meet reform goals.  2) Chartering Rapid Improvement Teams (RITs) to accelerate and continue change.  3) Establishing a Change Management Center to sustain the efforts begun under the enterprise change acceleration model.

Action: Senior DoD leadership meet with senior executives.  Implement RITs.  Establish change management center.

OPR: USD (AT&L)
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Leading Indicator of Change: An increase in the mean response values on the next Acquisition Reform Survey for the question “to what extent have the acquisition reform initiatives had an impact on your current job.”  The January 1999 baseline is shown above where the scale is as follows: 1 = no impact, 2 = minimal impact, 3 = some impact, 4 = substantial impact, 5 = high impact

B.  Adapt the key facets of a DoD Corporate University to the Defense Acquisition University (DAU).

Why action is critical: Education and training are essential elements of institutionalizing change. Change is further facilitated by a center of knowledge, skills and tools that senior leadership can use to (1) sustain positive change throughout the entire Defense community; (2) inculcate enterprise culture, values, traditions, and goals; and (3) provide job training.

Action: Determine key characteristics of a corporate university and decide how we could change DAU to reflect those characteristics within one year.

OPR: DUSD(AR)/CMC, DAU

Leading Indicator of Change: A decrease on the Acquisition Reform Survey in the percentage of respondents with a neutral, unsupportive, or very unsupportitive response to the question “describe the level of management support in your current organization for acquisition reform initiatives.”   The January 1999 baseline is 25.9 percent.
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