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PRESIDENT'S BLUE RIBBON COMMISSION
ON DEFENSE MANAGEMENT

Clrman
February 28, 1986Mr. David Packard .-.

Members The President *.-AJ

Mr.ErnestC.Arbuckle The White House
Gen. RoberH. Barrow Washington, D. C. 20S00

Mr. Nicholas F. SrdV , C

Mr.LouW. Cabot Dear Mr. President:
Mr. Frank C. Carlucci -"

Mr.W ,WlMP.c lk I have the honor to present the Interim Report
Mr. Barber B. Conable. Jr. Blue Ribbon Commission on Defense Management.
USe#)ma, At the outset of our work, we recognized the

Mrs.CarlaA.HllIs substantial progress made in the last five years to
Adm. James L. Holoway improve the nation's defense. The morale and fighting
USN(Ret) ability of our Armed Forces are higher than at any time

Dr. William J. Perry in recent memory.
Mr. Charles J. Pilliod. Jr. ..

Lt. Gen. Brent Scowcroft Over the years, many dedicated people have
USAF(Re) wrestled with the large, complex and critically

Dv. Herbert Stein important task of managing the Department of Defense.
Mr.R. JamesWoolsev Nagging structural problems have long limited their

success. Our recommendations, a blueprint for further
Director progress, are intended to provide the Administration and
Mr. Rhet B. Dawson the Congress a better overall framework for defense

management.

Secretary of Defense Weinberger has already
undertaken a number of the management improvements we
suggest. His ;onsiderable accomplishments give us great
confidence that our recommendations are sound and can
produce substantially greater efficiency and savings.

We hope that you will accept them, that they
will receive the full and enthusiastic support of the
Congress, and that they will be implemented as soon as'-- ~possible. ~iii

A'-, ,-.Inn For _

-A&I Sincerel

- 'weed 0

i ,//, -,, David Packard
,,ilibuy l*o d

A': W/ o~~r
r i t ftec al I%%

.. Place. Was.-..

.. .. "± -- . kson Place. N., Washington. D.C. 20503 (202) 395.7365L
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With deep respect, we dedicate this report to the ...-
late Ernest C. Arbuckle, a distinguished teacher and . -

practitioner of business management. On Dean '--.
Arbuckle's extraordinary dedication and gentle spirit """
has depended much of our work. ".:
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Introduction

in July 1985, this Commission was charged by the President to conduct a
.study of'iniportant dim-ension, encomnpassing current def'ense management

and organization in its entirety, including:

the budget process, the procurement system, legislative oversight, and
the organizational and operational arrangements, bl)1h formal and infir-
real, among the Office of the Secretary of l)efense, the Organization of'
the joint Chief's of Staff, the Unified and Specified Command system,
the Military Departments. and the Congress."

We have tried to take "5 broad and searchinglook at defense issues, and,to
address the root causes of defense problems. The blueprint f)r change pro-

vided in this, our Interim Report, flows from certain enduring propositions of'
sound national security policy, effective government, and basic management.

The Armed Forces of the United States are now and for the foreseeable
future an essential bulwark against the advance of tyranny. The purpose set

fiOrth two centuries ago by the drafters of the Constitution-to "provide for the
common def'ense"-is one that we can meet today only with Armed Forces of
the utitmost strength and readiness. Maintaining peace and freedom requires
nothing less.

To achieve this military capability, a sense of shared purpose must prevail
in relations between the Executive Branch and the Congress. and between gov-
erminent and defense industrv. Put)lic and private institutions must cooperate
well, to serve tile national good rather than Imere partisanship or special inter-
est. The s)irit of ('o(perationi needled to promote the co(rnhinon (lefense is toolav
inj .eol)ar(lv. This vital spirit must I)e preservedl. Like the effectiveness of' our
ftrces, it ('annot silml)lv be taketI for granted.

The United States" defense effort is all eonlous and complex enterl)rise.
It poses unique challenges-to plan sensibly for all uncertain future, to answer
le%'w antI unexle'tedl threats tO our securit, to husband otll technlogical and .
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industrial capacities and resources. Meeting these challenges will require, we ..
believe, a rededication by all concerned to some basic principles of manage-

ment. Capable people must be given the responsibility and authority to do their
job. Lines of communication must be kept as short as possible. People on the

job must be hel accountable for the results. These are the principles that
guide our recommendations on defense organization and acquisition. They ap-
py whether one is fighting a war or managing a weapons program.

The present structure of the )epartment of Defense was established by
President Eisenhower in 1958. His proposed reforms, which sprang from the
hard lessons of command in World War II and from the rich experience of his
Presidency, were not fully accomplished. Intervening y'ears have confirmed the
soundness of President Eisenhower's purposes. The Commission has sought to
advance on the objectives he set for the Department.

Together, outkrecomnnendations ami designed to achieve the following sig-
nificant results:

Overall defense decision-making by the Executive Branch and the Con-
gress can be improved.

Our military leadership can be organized and chartered to provide the
necessary assistance for effective long-range planning.

Our combatant forces can be organized and commanded better for the at-
tainment of national objectives.

(ontrol and supervision of' the entire acquisition system-including re-
search, development, and procurenment-can be strengthened and streamlined.

Waste and delay in the development of new weapons can be minimized,
and there can be greater assurance that military equipment performs as
expecte(d.

The Department of I)efense and defense industry can have a more honest,
prodlctive partnership working in the national interest.

2 ~ .t .: .-
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low, concern major features of national security planning and budgeting (Sec-

tion 1), military organization and command (Section 11), acquisition organiza-

tion and procedures (Section 111), and govern ment-ind ustry accountability I
(ScinI )



1. National Security
Planning and Budgeting

h le Commission finds that there is a great neced f'or improvement in the O
wav we think through and tie together our- security objectives, what we

spend to achieve them, andl what we decide to buy. The entire undertaking f'or
our niationls (felnse requires more an(I better long-range planning. [rhis will
involve concerted action byour- 1rof'essional military, the civilian leadership of'
the D~epartmient of' lefense, the P~resident, and the Congress.

Todla, there is no rational sNystemi wherelbv the Executive Branch and the
Congress reach coherent and enduring agreement onl national military strat-
egy, the 1 orces to carry it out, and the futnding that should he provided-in
light of' the overall eco nomny and competing claims onl national resources. T he
ab~sence of' such at system contributes substanntallv to tie instability andl uncer-

tanythait plague our- def'ense program. Ihlese cause imb~alances in our z'1iili-
forN 1')(cs adcap~abilities, ncras the csso'procuring militaryii equipmient.
Better long-range planning must be based onl military advice of' anl order

n( t now always available-f iscallv const rained, f'Orward looking, and f'ullv' inte-
grated. [his advice mnust incorporate the best possible assessment of'our overall
mliilary posture Vis-a-vis potenit ial opplonents, andl must candidly evaluate the
l)(Iloiiiil(1n~ Md readliness of' the individual Services and the U nified and
Specified Comanu ds.

I o condluct such planning requires at sharpiened Focus onl major (letense
missions in thie lDepartmenlts pre~isenitat ion. and C onigress' review, of' the (de-
tenIse b~udget . Thie pre'sent miethod0( of' b~udget review, involving dluplicative eci-
tort1 by. inziroits con)Igr(SsiE )Ial co)imit tees and sublconliitlees. centers onl ei-

__[her thle mninutiae of, ine items or the gross dollar allocation to def'ense. and
oblscu~res impoxrtanlt mat ters of, si raegv. operational concepts. and key (letfense
issues. As Senator G;oldwa~ter. C hairman of, the Senate Armned Services Comn-
mitltee, reetyobserved. "The budget process dilstort-s (he nature if' ( n)lgrecs-
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siotial ov'er sight b)v Focusing primarily on thle question of' h()ov much before we

4 answer, the key qjuestio)ns of' what f'or, why, andi~ how well.-
01f greater concern, congressionlal approval of' lie b~udget ol at year-to-year

baIsis 'ont ribu~tes to and( reiforces the IDepa rtmfienIIs own historical p~enchant
fot-(let ense mlanlagemlent by fits andl Starts. Anticipated (leetse doll~ars are al-
wayVs ill flux. I ndIividual programis muitst be hastily and~ rejpeaedly accommllo-

date tosifiigoveall budges, irrespective of'mihlltarv strauegY and plannling.

Binia ~t~ge 11.an oizationl and ap)1ropnaioil of, Iaio -)ogt'atfls
lot nually but only at key milestones. and at foculs onl Strategy atnd op)era-

* coceps ilstd~l f lne tem aC amlong tile most imp~ortant changes
*(la could be inadle to imp~rove (lefenrse planning. They wouldl enhance the

congress inal ro le il fr-amuing good1( nat14ional seci tv p( li(N.
Budget ing batsed oil st ritegv and operat ional concepts also wouild provide *

atfil greater Im provement lin the p~erformnltce oftheli O ffice of tlie Secretary of*
D~efenise thlan would anly legislated reorganization of that Office. Inl general. we
believe. C ongress Should permlit thie Secretary to organize his Office ats hie
chooses to acco)mplishI centralizedl policy' formuitlation mnid decent ralized imple-
iueihtlatiol wiihi thle D~eparmtent.

Tlie C omissio n concildles that niew% procedure~is are reqluiredI to hielp the
Adm 11)1istrnl ant 4) d 1thle Congrt)~ess(0 do lie necessary 1 lng-range lplatil ing andl
uiieaiitligfitl l assess what nilitarv-N fOrcs arle nleeded to mneet ouly national secul-
rity object uses. Public and official debate tiist he broughit to bear )it these
larger (defenlse po duv questio ns. IThe (Comminissionl st rough utrges ado pt ion of' at
process that emphasizes tie lemn I If olsounid. professionail ilfit arv advice pro--

- ~~~idled wit bitt realistic cu It)fnes (II ant ici pated 14 ng-terinl Ftundi ng.

* Recommendations

1To [list it lit iot.-tlu/c.et. and link at scrics of m(ii~ld (letett)1it~tlltis
* ~ilit hi l e cx(hi I~c B1,11](11 andI Cog -%S m, co nici Iet A pi cN ilt t,.
* %Oll op1 ctdtei Ill sitbstI-tu eais follows: .
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Defense planning would start with a comprehensive statement of na-
tional security objectives and priorities, based on recommendations of the
National Security Council (NSC).

Based on these objectives, the President would issue, at the outset of his
Administration and thereafter as required, provisional five-year budget lev-
els to the Department of Defense (DoD). These budget levels would reflect
competing demands on the federal budget and projected gross national prod-
uct and revenues and would come from recommendations of the NSC and the
Office of Management and Budget.

The Secretary of Defense would instruct the Chairman of the Joint
Chiefs of Staff (JCS) to prepare a military strategy for the national objectives,
and options on operational concepts and key defense issues for the budget
levels provided by the President.

The Chairman would prepare broad military options with advice from
the JCS and the Commanders-in-Chief of the Unified and Specified Com-
mands (CINCs). Addressing operational concepts and key defense issues
(e.g., modernization, force structure, readiness, sustainability, and strategic
versus general purpose forces), the Chairman would frame explicit trade-offs
among the Armed Forces and submit his recommendations to the Secretary
of Defense. The Secretary of Defense would make such modifications as he
thinks appropriate and present these to the President.

The Chairman, with the assistance of the JCS and the Director of Central
Intelligence, would prepare a net assessment of the effectiveness of United
States and Allied Forces as compared to those of possible adversaries. The
net assessment would be used to evaluate the risks of options and would ac-
company the recommendations of the Secretary of Defense to the President.

The President would select a particular military program and the associ-
ated budget level. This program and budget level would be binding on all ele-
ments of the Administration. DoD would then develop a five-year defense
plan and a two-year defense budget conforming to the President's
determination.

7
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The President would submit to the Congress the two-year budget and the -

five-year plan on which it is based. Congress would be asked to approve the
two-year budget based upon this plan. It would authorize and appropriate ..

funding for major weapon systems at the two key milestones of full-scale en-

gineering development and high-rate production.

DoD would present the budget to Congress on the basis of national strat-
egy and operational concepts rather than line items. The details of such pres-
entation would be worked out by the Secretary of Defense and appropriate
committees of Congress. Pi-

-. *
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11I. Military Organization
and Command

T 0d a(VO~Itplish niaiingfutl, long-range (let ense planning, certain inodifica-
ho u1s ate nleeded fin our defense estalishmenit.

1'ho. President and the Secretary of' 1ef'ense require military advice that
better integrates the indiv'idual views of' the nation's combatant commanders
and thle C:hief's of* the Services. Todav, there is no) one unif'Ormed officer clearly
responsile_ for providing suich anl integrated view, who canl draw upon the b~est
thuiiking of*, and act ats anl effective spokesman for, our senior military leader-
ship. TIhe current authority of' the Chairman of' the oit hiefs of' Staff' is inl-
sufficient to eniable himn to perform effectively inl this capacity. TVhe Chairman's
adlvisorv relation to thIe President and the Secretary of Defense, thle Chairman's
mand(ate ove% h Joint Staff and the Organization of'the joint Chiefs of' Staff.
anld (lie (hairnfialris place if] thle channfel of'CO commuInications between the Secre-
tar% of' 1et'ense and the C:omiandiiiers-ini-Ch.ief' of' the Unified and Specified
(Comntids ((:1NCs), all must be st rengthened to this enld.

So, too, miust thle views of, (hie Cl NCs be more strongly arid I)WposeftilIk
r'epresenlted than thyare at present within the couincis of' the joint Chief's and
if] Weapons5 reqluirements (lecision-making. Because it Is the responsibility of'
tile Chalimanl to integ'aw thle sometimes con flicting advice of' the Service
Chief's and the (1 NCs into at tiational strategy, thle necessity For inilartialitv
andlo~c v in doing So argues for anlother voice inl thle joint Chief's of, Staf'f
to r'eprtesenit tilie views of' the (1 N( s. For these purposes, and~ to assist the

( harmailin his existing andl additional r'esponsibilities. we coticludIe that the
posit ion of' Vice C hairmiian of' thle Joint Chief's of' Staff should be established.

-. ~'[ 'her'e Is all Inmpor'tant need to provide for' continuity of'advice to thle Sec-
I'etirvN of, IDeFense and thle President inl the absence of the Chairman of' the
Jo(iitt( Chief's of' Mta t. Tlhe cu r'rent system, inl which the niembers of' the joint t
C;hief's of' Staff (J( S) rotate quarterly ats Acting Chiairmian. has provided conti-
n lit v b~etter' than ear'lier' systeils. It also has served to enhance at needled joit
pertsp~ect ive amiong (hle Service C hiiets andl inicrease their' effectivenless inl bothI

t heir JCS; and Service r'oles. Th'le establishment of' at ice ( liianl ats at mleil-

4E9



her of' thlejoint CIhiefts of' Staff having special responsibilities f'or representing
the interests of' the (A NCs and reviewing weapons reqluirements would be anl
important innovation. While underscoring the importance of continuity, the
Comnission Ibelieves thle p~rocedlures under which anl Acting Chairman is desig-
nlate( Iold remlainl flexible. Uinder the President's dlirectionl, thle Secretary ot
IDefense should be permitted to adopt those procedures which are lbest sited P
ito thle particuilar circumstances and~ to revise themi in accordlance with changing
needls.

We find that imp)rovements also al-e needed in the several Unified (i.e.,
itulti-Service) and Specified (i.e., single Service) Comnmandis into which our

* comblat h l"Ces ar'e Organized.
The measu re of, comnmand now accoirded the nation's combatant coim-

nllailderIis nlot alwavs sufficient For our fbOrces to perform with high confidence
* of, success and~ (cohereince of, efb )rt. U nified Commanders require broader aui-

thlritv thail "opelat ioiial comm111and," as nIow unFderstood anld p~racticed,. in or-
* (lei- to mieet the heavy respoinsibilities that their missions laci(e onl theml.

TIhe Uif iedl C oimmanid Plan divides resp~onsib~ilities amrong combatant
commiland(ers too )O dil(itarilv onl the basis of' geographical boundlaries. JFoday,
somie threats overlaj) t hose boundaries and mutst be dlealt with f'unctioially'.

Nloreover, thle currentl command structure reflects command arrange-
* ililts that evolved (luring W~orld Wair 11 to (leal with high-intensity conflict

across5 vast regions (Pt tile glob~e. However well tile laesof' the present com-
* mIaild structure sulit thle contingenlcy of' general war. the%, al-c not always well-

suitedl to thle regional crises, tensions, and conflicts that are commilonplace
todav.

F'ina~lly, loose5 c(ord(iinatioin of, strategic lift of' mlilitaryN forces throughout
* ~ ~ the woll(l10)%% colist iaiiis imilitai'v effectiveness. There are dlemoinstratedl mana-

gei'ial short1falls InI our ability to allocate available an', land, and sea tranlsporta-
tio l ainoliig iiiaiiv claiimants.

Recommendations .

T he spec ifi d iaiig. s recoinilleilded by thle Commission are necessary to
* ~~iSSUI e illif ied( actloll In ouri Ariued Fornces. - Ihev Iinclude tile follo wiing r'e-

forms in] fecderal law~ and D efeinse IDepartmnent pra'ict ices.

* 10



Current law should be changed to designate the Chairman of the Joint
Chiefs of Staff (JCS) as the principal uniformed military advisor to the Presi-
dent, the National Security Council, and the Secretary of Defense, repre-
senting his own views as well as the corporate views of the JCS.

Current law should be changed to place the Joint Staff and the Organiza-
tion of the Joint Chiefs of Staff under the exclusive direction of the Chair-
man, to perform such duties as he prescribes to support the JCS and to re-
spond to the Secretary of Defense. The statutory limit on the number of
officers on the Joint Staff should be removed to permit the Chairman a staff
sufficient to discharge his responsibilities.

The Secretary of Defense should direct that the commands to and reports
by the Commanders-in-Chief of the Unified and Specified Commands
(CINCs) should be channeled through the Chairman so that the Chairman
may better incorporate the views of senior combatant commanders in his ad-
vice to the Secretary. -.

The Service Chiefs should serve as members of the JCS. The position of
a four-star Vice Chairman should be established by law as a sixth member of
the JCS. The Vice Chairman should assist the Chairman by representing the
interests of the CINCs, co-chairing the Joint Requirements Management
Board, and performing such other duties as the Chairman may I
prescribe.

The Secretary of Defense, subject to the direction of the President,
should determine the procedures under which an Acting Chairman is desig-
nated to serve in the absence of the Chairman of the JCS. Such procedures I--
should remain flexible and responsive to changing circumstances.

Subject to the review and approval of the Secretary of Defense, Unified
Commanders should be given broader authority to structure subordinate
commands, joint task forces, and support activities in a way that best sup-
ports their missions and results in a significant reduction in the size and
numbers of military headquarters.

I.. 11p
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The Unified Command Plan should be revised to assure increased flexi-
bility to deal with situations that overlap the geographic boundaries of the
current combatant commands and with changing world conditions.

For contingencies short of general war, the Secretary of Defense, with
the advice of the Chairman and the JCS, should have the flexibility to estab-
lish the shortest possible chains of command for each force deployed, con- ,-

sistent with proper supervision and support. This would help the CINCs and
the JCS perform better in situations ranging from peace to crisis to general

The Secretary of Defense should establish a single unified command to
integrate global air, land, and sea transportation, and should have flexibility
to structure this organization as he sees fit. Legislation prohibiting such a
command should be repealed.

1 .
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i11. Acquisition Organization
and Procedures

A ction within the Administration and in Congress to improve national secu-
.'.rity planning and budgeting and military organization-as recommended

bv the Commission-will provide the element of stability required for substan-
tial improvement of the acquisition system. This element is critical, and has
been missing. While significant savings can be and have been made through
better procurement techniques, more impressive savings will come from
eliminating the hidden costs that instability imposes.

Our study of acquisition reveals, and our collective experience fully con-
firms, that there are certain common characteristics of successful commercial
and governmental projects. Short, unambiguous lines of communication
among levels of management, small staffs of' highly competent professional
personnel, an emphasis on innovation and productivity, smart buying practices,
and, most importantly, a stable environment of planning and funding-all are
characteristic of efficient and successful management.

These characteristics should be hallmarks of defense acquisition. They are,
unfortunately, antithetical to the process the Congress and the Department of'
Defense have created to conduct much of defense acquisition over the years.
With notable exceptions, weapon systems take too long and cost too much to
produce. oo often, they (1o not perform as promised or expected. The rea-
sons are numerous. i

Over the hog term, there has been chronic instability in top-line funding

and, even worse, in programs. This eliminates key economies of scale, stretches -- -.

out programs, and discourages contractors from making the long-term invest-
ments required to improve productivity.

Federal law governing procurement has become overwhelmingly complex.

Each new statute adopted by Congress has spawned more administrative regu-
lation. As law and regulation have proliferated, defense acquisition has become
ever more bureaucratic and encumbered by unproduLctive layers of manage-
ment and overstaffing.

13
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Responsibility fl cuto otiN l'sbC'l '-gmlented. There is to-
(LaN' 10 sinlgle seni'or official in thle Office of" the Secretary of' D~el'nse (051)
Working fuill-tinie to provide overall su pervision of' thle acquisit ion system.
While otherwise convincedl that thle Secretary should be left frece to organize his
Office ats lie sees fit, the Commission concludles that the dlemandls of the acqui-
sition sy-stemi have b~ecomie so %%eight%- ats to reqjuire or'ganizational change
Within that Office.

III thle absence of, such at senior C SI) official. polic-% responsibility has
tendled ( todev'olve to the Services, where at times it has beenl exercisedl without
tlie iiecessarv coorndin~ation or unliformlit v.

Aut hority for acquisit ion execution, and accounltability f' its results, have

becomeni vasti (111ed. Program nmanagers have In effect b~een dleprived of' con-
* trol oveir jrogranIs. TIhey are conlfrontled Inistead l neveri-cildliig l)IaicI(ratic

obiligat ions for- iakinig reports andl gaining approvals that bear no relation to
piori 511('(e55.

Deficiencies InI thle senlior-lev'el appoinitmniit systeml have complicated the
rcru-Lit mlerit of' top) exec'utive personnel with industrial and acquisition experi-

- ~ence. Recent steps to) impilrove thle professionalism of' militairy acquisition per-
soinnel have been made within the D~epartmnlt of' IDeFense and reinforced by
legislation. [he existing ('ivilian personntel management svsteni has not, how-
ever, allowed similar improvements inl career paths and e'duIcationl for civilian
aicquisitioni personntel. To attract and retain at good work force irequires at mlore
flexible system For management of' c'ont rac'ting officers andl othler' senior acqui-

* ~sition jiersoiinel-omi c'omp~ar-able to thle successful systemi for sc'ienltists and en-
gineers recently (lemonst rated at thle Navy's C hina Lake L aboratory. Major inl-

* nlovations iii p)er'sonnel management and regulations aire needed. 'The
Co~mmiission's recommendlations inl this critical atrea can anid should be acted

* upon quickly' and are of' the highest priorit ".

Abetter jo f(ltriiling reqirements and est imatinug c'osts has been
- needed at thle outset of' weapons developmnit. More money and better engi-
- nIeering invested at tilie fr-ont enld w~ill get more reliable and better performing

weaponms into the field more qjuickly andl cheaply'. For example, rec'ent imp~rove-
-. nments inI budgeting to tnost-likely ('0st have demonlst rated that this app~roach

call result ill a redluct ion inl overrunils.
All too often, reqjuirements for, new% weap(l )isystemls have b~een overstated.

* 'IlThis has led to overstated specifications. which hlas led to higher ('ost equip-
nienlt. Such so-called goldplatinig has become dleep)ly embedded ill ourl system
tE)(av'. The ('utrent streamlining effort Inl thle Defense Departmient is (directed
at th'is p~roblleml.

* Ievelopmuentaul and operational testinlg have( beeni tom divor'ced. thie Latter

14
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has been undIertaken too late in the cycle, and prototypes have been used and
testedl far too little.

InI their advanced dlevelopment projects, the Services too often have dupli-
.4 catedI each other's efforts and disfavored new ideas and systems. The Defense

Advancedl Research Projects Agency has not had a sufficient role in hardware
exp~erimentation and prototvping.ha

Commn sesethe idseabeingredlient fra successful ssen a

not always governed acquisition strategies. More competition, for example, is
beneficial, but the mechanistic pursuit of competition for its own sake would be
inefficient and sacrifice (1uality-with harmful results. Multi-year procurement.
haselitiing, and the use oft Uor-dC'dlopmet'al itemns all entail costs to manage-
ment f ieXililitv. Ibut wouldl vield far greater benef its in program stability. The
Defense D~epartment has initiated1 some basehining (the B-I is an examnple) and *-

has made progress in gaining congressional acceptance of' multi-year
contr-acting.

In suml, thle C;ommission finds that there is legitimate cause for dissatisfac-
tion with thle process by which the D~epartment of' Defense and Congress buy
military equipment and material. We strongly dlisagree, however, with the com-
Ilnoilv held views of, what is wrong and how it must be fixed. T[he nation's de-
fense programis lose far more to inefficient procedures than to fraudi and dis-
honest%-. The truly costly problems are those of overcomplicated orgamzation
andl rigidl pr-ocedure, not avarice or connivance.

C;htances for meaningful implrovemnent will come not from more regulation
but only with major institutional change. Common sense must be mladle to pre-
vail alike in thle enactments of Congress and1 the operations of'the D~epartment.
W'e must give acqJuisition personnel more authority to do their jobs. If'we make
it possib~le for people to (10 thle right thing the first time and allow them to use
their common sense, then we believe that the D~epartment can get by with far
fewer p)eople.

[he well-publicized spareC parts catses are only one relatively small aspect of'
aI fat costlier structural problem. Each spare parts case has its own peculiarities,
but there are several major recurring causes that are systemic inl nature. Man%-
of' these causes have been identified bv the [Defense IDepartnent.

It is undloubtedly important to buy spare partts with cat-c andl at reasonable
cost. It is vet more important not to let the spare parts cases lead us to ignore

* 4 larger p)roblems or, even worse, to aggravate them. Policy makers must address
the root causes of' inefficiency, not dIwell onl marginal issues. Thie prsrito
we offer for those larger pr-oblemns will. we believe, result in) savings onl major
weapon systems andl minor spatrc parts alike.
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Recommendations

Notwithstanding our view that the Secretary of Defense should be free to
organize his Office as he sees fit, we strongly recommend creation by statute
of the new position of Under Secretary of Defense (Acquisition) and authori-
zation of an additional Level Il appointment in the Office of the Secretary of
Defense. This Under Secretary, who should have a solid industrial back-
ground, would be a full-time Defense Acquisition Executive. He would set
overall policy for procurement and research and development (R&D), super-
vise the performance of the entire acquisition system, and establish policy for
administrative oversight and auditing of defense contractors.

The Army, Navy, and Air Force should each establish a comparable sen-
ior position filled by a top-level civilian Presidential appointee. The role of ~ :

the Services' Acquisition Executives would mirror that of the Defense Acqui-
sition Executive. They would appoint Program Executive Officers (PEO),
each of whom would be responsible for a reasonable and defined number of
acquisition programs. Program Managers for these programs would be re-
sponsible directly to their respective PEO and report only to him on program
matters. Each Service should retain flexibility to shorten this reporting chain
even further, as it sees fit. .. ~ .

t .

Establishing short, unambiguous lines of authority would streamline the
acquisition process and cut through bureaucratic red tape. By this means, the
Department of Defense (DoD) should substantially reduce the number of ac-
quisition personnel.

Congress should work with the Administration to recodify all federal
statutes governing procurement into a single government-wide procurement
statute. This recodification should aim not only at consolidation, but more

* importantly at simplification and consistency.

DoD must be able to attract, retain, and motivate well qualified acquisi-
tion personnel. Significant improvements, along the lines of those recoi-

mended in November 1985 by the National Academy of Public Administra-
tion, should be made in the senior-level appointment system. The Secretary
of Defense should have increased authority to establish flexible personnel
management policies necessary to improve defense acquisition. An alternate f

16
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personnel management system, modeled on the China Lake Laboratory dem- P-F
onstration project, should be established to include senior acquisition per-

2 sonnel and contracting officers as well as scientists and engineers. Federal
regulations should establish business-related education and experience crite-
ria for civilian contracting personnel, which will provide a basis for the ,. \'

professionalization of their career paths. Federal law should permit ex-
panded opportunities for the education and training of all civilian acquisi-
tion personnel. This is necessary if DoD is to attract and retain the caliber of
people necessary for a quality acquisition program.

The Joint Requirements Management Board (JRMB) should be co- h-..
chaired by the Under Secretary of Defense (Acquisition) and the Vice Chair-
man of the Joint Chiefs of Staff. The JRMB should play an active and impor-
tant role in all joint programs and in appropriate Service programs by
defining weapons requirements, selecting programs for development, and
providing thereby an early trade-off between cost and performance.

Rather than relying on excessively rigid military specifications, DoD
should make much greater use of components, systems, and services avail-
able "off the shelf." It should develop new or custom-made items only when
it has been established that those readily available are clearly inadequate to
meet military requirements.

A high priority should be given to building and testing prototype sys-
tems and subsystems before proceeding with full-scale development. This
early phase of R&D should employ extensive informal competition and use
streamlined procurement processes. It should demonstrate that the new tech-
nology under test can substantially improve military capability, and should
as well provide a basis for making realistic cost estimates prior to a full-scale
development decision. This increased emphasis on prototyping should allow
us to "fly and know how much it will cost before we buy."

The proper use of operational testing is critical to improving the opera-
tions performance of new weapons. We recommend that operational testing
begin early in advanced development and continue through full-scale devel-
opment, using prototype hardware. The first units that come off the limited-
rate production line should be subjected to intensive operational testing and

17
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the systems should not enter high-rate production until the results from these
tests are evaluated.

To promote innovation, the role of the Defense Advanced Research Proj-
ects Agency should be expanded to include prototyping and other advanced
development work on joint programs and in areas not adequately emphasized
by the Services. ..-

Federal law and DoD regulations should provide for substantially in-
creased use of commercial-style competition, relying on inherent market
forces instead of governmental intervention. To be truly effective, such com-
petition should emphasize quality and established performance as well as
price, particularly for R&D and for professional services.

DoD should fully institutionalize "baselining" for major weapon systems
at the initiation of full-scale engineering development. Establishment of a
firm internal agreement or baseline on the requirements, design, production,
and cost of weapon systems will enhance program stability.

DoD and Congress should expand the use of multi-year procurement for
high-priority systems. This would lead to greater program stability and lower
unit prices.

18

a'..:-.

- ..--



IV.Government- Industry
i Accountability

itn recent years there has been Increasing public mistrust of the 1 )erformanlllce
.of' private contractors InI thle countixN's def*ense p~rogramis. NnInIer-ous r-ep~orts

* ~of' questionable prIll emn practices hlave hmsere1acnit o.w
Shared b%. members of, tile public and by mlany InI govern menit, that defenlse
co)ntract( r-s place profits above legall andI ethical responsibilities. Others argue
that colit r-actors have beenl tin filyIN discreditedl through ill-conicejvedl official
actions. exaggeratedl press. and mistaken public dlialo)gue. The dIepth of' pubilic

*Sentiment andl prospect of* conltinluing tensions and (divisions between govern-
* miiit and Indhlistirv are cauise 1for (con1Cei11.

Our nation relies heavily u1pon fihe private Sector Inl executing (lefenlse pol
U WVlc. C;oope'rationi betweeti governmrtent anid industry Is essential it' private ie-

pie is to fulill It role inl tlie (defenlse acquisition proc(ess. Cointractor or gv
ernnilient actions that tiiiller-liiie public confidence Inl tilie initegrity of" hIe
contract ing priocess jeopardize tis needed partnership.

I Aggressive andI~ Sustainedf enhr61cenlient of' civil aiid criniinal laws governing

* lproctireCiieiit Jtiunishes and (deters iiiscondluct by thle few, vindicates tile vast
* nijoritv who deal with tlie government lawfully, and recoups losses to thle
* Treasury. As President Reagaii emphlasizedl iii public remarks aninouincing the

h'rilatiloll of, this Co~ mmissioin. "Waste and frauid h%. corporate coiitractors are
- ii0oie t han a ii poif oIf [ihe taxpayer-I hey're at blow, to thle Securityv of" ourl nla-
* ~tionl. Anid tis dwli Amiericanl peole caui not and( Should not tolerate." Specific

mlealsur~s Canl and Shoul~d be taken to miake civil anid criminal enforcement still
* moreC effuctive.

Manlagementil andl ellovees of' compllanies that cointract with thle lDefuiiseI -pat ilent assumle ti iqiie anid comtpellinig ob~ligat ioiis to thle p~eople of' our
Armied Forces. theAircl n our nat ion. Te lut apply. (anld

* ~be perceivedl as applinrg) thle highest stlndards if, businless ethlics and~ coniduct.
Significant iiproVeniemlts Inl Contracto r Selfl-governlanlce. add~ressing problems



unique to defense contracting, are required. Contractors have a legal and W__i
moral obligation to disclose to government authorities misconduct discovered

as a result of self-review.
Improvements also should be made in the Department's administration of' ., . 0

current standards of conduct for military personnel and civilian employees.

Additional enforcement and compliance, not more standards, are required.
Despite an unquestioned need for broad administrative oversight of con-

tractor performance, defense programs have too often suffered from lack of
clear direction and cooperation among oversight agencies. Proliferation of'
uncoordinated contractor oversight-both administrative and congres-
sional-has added unnecessary cost and inefficiency in the procurement
process.

Government action should not impede efforts by contractors to improve
their own performance. The Commission is concerned that, for example,
overzealous use of investigative subpoenas by Defense Department agencies
may result in less vigorous internal corporate auditing.

The Services and the Defense Logistics Agency are authorized to suspend
or debar contractors, prohibiting the award of new government contracts for a
particular period. Suspension and debarment are powerful administrative
tools. Existing regulations provide insufficient guidance, however, as to when
and how these sanctions should be used to protect legitimate government inter-
ests. If poorly administered, used for impermissible purposes, or applied too
broadly, the sanctions can foreclose important sources of supply and inflict
substantial harm on responsible contractors. A uniform policy and more pre-
cise administrative criteria are required to assure predictable and equitable ap-
plication of these sanctions throughout the )epartment of Defense.

Recommendations

The Commission's recommendations address each of the above aspects of'
the Defense Department's relations with industry-law enf-orcement, corporate
governance, official ethics, and contractor oversight.

We recommend continued, aggressive enforcement of federal civil and
criminal laws governing defense acquisition. Specific measures can be taken
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to make enforcement still more effective, including the passage of Adminis-
tration proposals to amend the civil False Claims Act and to establish admin-
istrative adjudication of small, civil false claims cases.

To assure that their houses are in order, defense contractors must pro-
mulgate and vigilantly enforce codes of ethics that address the uniqueprob-
lems and procedures incident to defense procurement. They must also de-
velop and implement internal controls to monitor these codes of ethics and
sensitive aspects of contract compliance.

The Department of Defense (DoD) should vigorously administer current
ethics regulations for military and civilian personnel to assure that its em-
ployees comply with the same high standards expected of contractor
personnel.

Oversight of defense contractors must be better coordinated among the
various DoD agencies and Congress. Guidelines must be developed to re-
move undesirable duplication of official effort and, where appropriate, to en-
courage sharing of contractor data by audit agencies.

Government actions should foster contractor self-governance. DoD
should not, for example, use investigative subpoenas to compel such disclo-
sure of contractor internal auditing materials as would discourage aggressive
self-review. The new Under Secretary of Defense (Acquisition) should estab-
lish appropriate overall audit policy for DoD agencies and generally super-
vise the DoD's oversight of contractor performance.

Suspension and debarment should be applied only to protect the public
interest where a contractor is found to lack "present responsibility" to con-
tract with the federal government. Suspension and debarment should not be
imposed solely as a result of an indictment or conviction predicated upon
former (not ongoing) conduct, nor should they be used punitively. The Fed-
eral Acquisition Regulations should be amended to provide more precise cri-
teria for applying these sanctions and, in particular, determining "present re- f
sponsibility." Administration of suspension and debarment at DoD should be
controlled by a uniform policy promulgated by the Secretary of Defense.
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Conclusion

T hese are the Commission's initial recommendations. We offer them not as
a series of isolated changes, but as a single blueprint for overall improve-

nment in defense management. Implemented together, they can provide a basis
for vital stability in defense programs, save money, and put better forces in the
field. They also can point the way to further improvement.

Working from this blueprint, we intend to make additional recommenda-
tions on these and other issues and to provide a detailed report of our findings
and conclusions by the end of June 1986.
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