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ABSTRACT

This thesis examines improvements in business practices accomplished by
Department of Defense (DOD) Reinvention Laboratories. DOD goals for the
National Performance Review and accomplishments are analyzed. DOD incorpora-
tion of entrepreneurial government ideas of restructuring, reengineering, reinventing,
realigning, and rethinking are evaluated. Over $16.4 billion in financial savings
achieved through increased efficiency are described. In particular, lessons learned
from successful and unsuccessful initiatives presented at the initial DOD Reinvention
Laboratories Symposium are analyzed.

Key leadership practices instrumental to successfully achieving reinvention
goals include creating total commitment and a sense of urgency, communicating a
vision, establishing clear goals and plan for action, overcoming obstacles with
persistence, measuring performance, recognizing people, and institutionalizing
continnous improvement. The following barriers to implementing reinvention are
identified: absence of top management support, no single DOD point of contact to
guide reinvention, no clearly defined DOD waiver processes, insufficient financial
resources, lack of knowledge and training on reinvention procedures, poor
communication on goals and means, and cultural resistance to change.

Further research to document continued reinvention progress and to measure
performance is recommended. This thesis identifies efficient business practices
implemented in laboratories, and barriers that must be overcome to successfully

accomplish reinvention objectives.
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I. INTRODUCTION

A. PURPOSE

The purpose of this thesis is to examine the accomplishments of Department
of Defense (DOD) Reinvention Laboratories and the impediments the laboratories
have faced in attempting to improve DOD business practices. A Reinvention
Laboratory is a special designation given to organizations that have been selected to
implement entrepreneurial government through restructuring, reengineering, reinvent-
ing, realigning, and rethinking, to become more efficient and effective. (Jones and
Thompson, 1996, p. 1) Reinvention Laboratories are organizations that are granted
waivers of rules and regulations to implement innovative ideas to improve processes
and systems to enhance performance and reduce costs. This thesis evaluates the
experience of the laboratories to date and identifies successful and unsuccessful
initiatives. The research identifies changes in rules and processes which might enable

laboratories to overcome barriers to progress.

The primary research question is: To what extent have DOD sponsored
Reinvention Laboratories been successful in increasing their efficiency and effective-
ness?

The secondary research questions are:

L. How should the progress of Reinvention Laboratories be assessed?
2. What has been accomplished thus far?

3. What financial savings have been achieved?

4. What has been tried and failed?

5. What are the barriers to reinvention encountered by the Laboratories?



This thesis will assess the performance to date of DOD Reinvention Labora-
tories. Reasons for success and failure will be cataloged and analyzed. The thesis
will assess the extent to which significant changes in rules and procedures that have
enabled success can be applied to other organizations to improve their performance
through such concepts as benchmarking and best practices. Practices which seem to
have resulted in failure will be evaluated and discussed. Recommendations will be

made on how best to overcome obstacles to reinvention.

B. BACKGROUND
To evaluate the performance of DOD Reinvention Laboratories, it is first

necessary to develop an accurate understanding of the current state of the reinventing
government process. President Clinton commissioned the National Performance

Review (NPR) on March 3, 1993:

Our goal is to make the entire federal government both less expensive
and more efficient, and to change the culture of our national bureau-
cracy away from complacency and entitlement toward initiative and
empowerment. We intend to redesign, to reinvent, to reinvigorate the
entire national government. (Gore, 1993, p. 1)

Vice President Gore has headed this four year review of the federal government with
the twin missions of making government work better and cost less. He published the
first Report of the NPR in September 1993 and identified four key tasks necessary to,
“prove to the American people that their tax dollars will be treated with respect for

the hard work that earned them:”

1. Cutting Red Tape.
2. Putting Customers First.

3. Empowering Employees to Get Results.
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4. Cutting Back to Basics: Producing Better Government for Less.
(Gore, 1993, pp. I-7)

The NPR office has published three yearly updates. Each of these reports has
described the progress to date in each of the four key areas.

DOD has accomplished major changes in response to the NPR and on its own
initiative across programs, functional areas, and organizational units. Innovations in
procurement, financial management, personnel, privatization and logistics have been
implemented. As of April 22, 1997, DOD has eamed 146 of the Hammer Awards
created by the NPR to recognize organizations that have made exemplary improve-
ments. (NPR Home Page, 1997) The “$6.00 hammer with a little red, white, and
blue ribbon is the Vice President’s symbolic answer to the $400.00 hammer of
yesterday’s government” procurement system. (Gore, 1996, p. 223) DOD has
received 10 Presidential Quality Awards and Quality Improvement Prototype Awards
since 1993. (DOD, 1996, p. iii) In 1996, DOD was awarded the only Presidential
Quality Award in the Federal government for the Army Armament Research,
Development and Engineering Center in Picatinny Arsenal, New Jersey. (DOD,
1996, p. i) The center designed a lethal tank-fired munition and reduced training
costs, energy expenditures, hazardous waste storage and overhead costs. DOD won
seven of nine Quality Improvement Prototype Awards in 1996. (DOD, 1996, p. iv)

Winners included the Defense Mapping Agency for reducing management layers
from 11 to 3; the Naval Station Mayport for reduction of initial check in stops from
24 to 8; and the Army’s Communications Electronics Command Logistics and
Readiness Center for reducing acquisition lead times by 25% and back orders by
almost 50%. These are a few examples that demonstrate DOD commitment to the
goals of NPR through specific management improvements and continuous process

improvements.



Reinvention Laboratories are a special subset of NPR activities. The focus of
these Reinvention Laboratories is to improve performance and reduce the cost of
government services by accelerating change in their respective organizations. There
are more than 90 active Reinvention Laboratories throughout DOD that seek more
effective and efficient ways to accomplish their business and serve their customers.
A list of DOD Reinvention Laboratories is provided in Appendix A. This effort is
part of laying the groundwork for the transition to performance-based organizations
in the federal government. These laboratories range from single offices or activities,
such as the Naval Postgraduate School, to large organizations, such as the Army
Forces Command or the Defense Logistics Agency. These organizations are striving
to find more effective ways to accomplish their business and better ways to serve their
government and American public customers. To accomplish these purposes, DOD
has allowed Reinvention Laboratories to waive regulations and eliminate restrictions
that create inefficiencies. To promote exchange of “best practices” information, DOD

has documented the success of Reinvention Laboratories and published the results to

facilitate further change throughout DOD.
The Clinton Administration has published savings from the reinvention of

federal government in the NPR reports each year. The savings identified to date are
$118 billion. (Gore, 1996, p. 1) These savings are discussed in greater detail in
Chapter II. However, a summary of the Clinton Administration claimed savings 1S

shown below:

1. A total of $73.4 billion in savings from implementing the 1993 NPR
+ report recommendations.

2. A total of $24 billion in savings from implementing the 1995 NPR
report recommendations.

3. A total of $21.5 billion in savings from agency actions beyond the
NPR. These include the Federal Communications Commission
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realizing $20.3 billion in revenue from auctioning wireless spectrum
licenses. The General Services Administration restructuring of federal
construction projects saved $1.2 billion. (Gore, 1996, p. 1)

DOD has been very active in the reinvention effort. The majority of the savings
identified by DOD have come through the reduction of 110,000 civilian employees
and 223,400 military personnel. (Gore, 1996, pp. 80-81) These savings could be
attributed to the end of the Cold War as much as they are to reinvention. However,
the Clinton Administration is presenting them as savings from the reinventing and
restructuring of government.

In January 1997, The Office of Performance Improvement and Management
Reengineering within the Office of the Undersecretary of Defense, Comptroller
sponsored the DOD Reinvention Laboratories Symposium. The objectives of the

symposium included:
1. To provide an opportunity for DOD Reinvention Laboratories
to meet and exchange ideas regarding reinvention initiattves.

2. To provide a forum for the transfer of knowledge and experi-
ence from successful labs to all DOD labs.

3.  To provide DOD Reinvention Laboratories with the corporate
DOD vision, strategy, and objectives in Logistics, Contracts/
Acquisition, Human Resources, and Financial Management.
(Foster, 1997, pp. 1-2)

Participating Reinvention Laboratories were asked to focus on process improvement

questions such as:

1. What has been done to date?
2. What has worked and what has not worked?

5




3. What waivers have been requested?

4. Which waivers have been granted and which have been denied?
5. What performance measures have been used?
6. What recommendations do you have to assist Reinvention Laboratories

in achieving process improvement? (Foster, 1997, p. 3)

The Defense Commissary Agency (DeCA) became the first DOD Performance
Based Organization (PBO) in October 1996. (DOD, 1996, p. iv) Its goal is to serve
the military customer better and at a lower cost to the taxpayer and customer through
a series of administrative waivers and legislative changes.

Successfully implementing change has, historically, been a difficult task for
bureaucratic organizations. The challenges facing DOD include traditional, proce- -
dural, legal, and personnel obstacles to reinvention. Many of the procedures the
government follows are written in laws and require coordinated executive and
congressional action to change. Declining budgets tend to force organizations to be
more efficient. People, however, are reluctant to change the way they have always
done business. Whether they become more efficient as a result of budget cuts is open
to question. The reelection of President Clinton ensures that reinventing initiatives
will continue for at least another four years. President Clinton and Vice President
Gore published the Blair House Papers in January 1997 and briefed the new cabinet
about the Reinventing Government initiatives and goals. DOD is committed to
improving productivity and quality of performance. This thesis will focus on
evaluating the initial DOD progress in accomplishing reinvention.

C. METHODOLOGY
This thesis relies heavily on elite participant presentations of DOD Reinven-

tion Laboratories’ accomplishments at a DOD Reinvention Laboratories Symposium




held from January 27-31, 1997, in Washington D.C. This conference brought
together 291 representatives from DOD Reinvention Laboratories. Presentations were
made by 35 people. Breakout sessions, where extensive question and answer
discussions were held, followed these presentations. Subsequently, information
packages and performance data scenarios were acquired from many of the
presentations. For a list of the agenda, presenters and the agencies represented see
Appendix B. Subsequent telephone interviews were conducted to clarify points as
necessary.

Archival research was also conducted from reviews of NPR and DOD
Reinvention Laboratories reports and documents. A comparison analysis of Reinven-
tion Laboratory statistics and performance was drawn from these reports. Standard
references were reviewed from the academic literature.

In Chapter II, the origins of the reinventing government through entrepre-
neurial thinking, reinvention terminology, and the NPR repoﬁs are discussed.
Chapter III examines the Clinton Administration reinvention plans for the next four
years, NPR and DOD Reinvention Laboratories, and success stories from the first
ever Reinvention Laboratories Symposium. An analysis of the progress of
Reinvention Laboratories and identification of the key elements required for
successful reinvention is provided in Chapter IV. Chapter V discusses conclusions,

answers the thesis questions, and provides recommendations for further research.






II. REINVENTION BACKGROUND AND LITERATURE REVIEW

This chapter will discuss the origins of the reinventing government philosophy,
the Clinton Administration reinvention efforts from 1993 to 1996, specific accomp-
lishments in government and DOD, and planned future activities.

A. REINVENTION OVERVIEW

1. A Changing World

In the late 1980s, the cover of Time magazine asked, “Is Government Dead?”
(Osborne, 1992, p. 1) Confidence in government had fallen to new lows. Nearly
three out of four people believed that Washington delivered less value and fewer
services for the tax dollar than a decade earlier. (Osborne, 1992, p. 1) The hier-
archial, centralized, rule driven bureaucratic government developed during the
industrial era no longer seemed to work well in the rapidly changing information age.
Bureaucracies were effective in the early twentieth century, but as they grew larger
they became bloated, wasteful and inefficient. This bureaucratic model of govern-
ment was not efficient, but it was effective. It provided security, jobs and economic
stability, ensured fairness and equity, and delivered the “one size fits all” services
needed during an era of infrastructure building of roads, highways, sewers, and
schools. (Osborne, 1992, p. 14) During times of crisis such as the Depression and
two world wars this government worked well.

However, government failed to adapt to the changing environment. Global
economic competition, resource constraints, rapid simultaneous access to information
by people and government, development of a knowledge based economy where
workers demand autonomy, and the fact that customers are accustomed to high
quality and extensive choice are forces that drive institutional change. In the 1970's,
“America lost a war, lost faith in our national leaders, endured repeated economic

problems, and experienced a tax revolt.” (Osborne, 1992, p. 16) This created a
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tremendous amount of stress upon government and new realities have struggled with
old institutions during this era of continuous change and progress. Today’s environ-
ment demands institutions that are flexible, adaptable, innovative, customer focused,
and offer choices of high quality goods and services efficiently and effectively.
Government is attempting to persuade vice command people. Employees are
encouraged to develop a sense of ownership. Government is attempting to empower
citizens rather than simply serve them.

2. Entrepreneurial Government

David Osborne and Ted Gaebler called this “entrepreneurial government” in
their book Reinventing Government, How the Entrepreneurial Spirit is Transforming
the Public Sector. (Osborne, 1992, p. xix) According to the French economist J.B.
Say, “the entrepreneur shifts economic resources out of an area of lower and into an
area of higher productivity and greater yield.” (Osborne, 1992, p. xix) The reinvent-
ing government initiative attempts to utilize scarce taxpayer resources to maximize
productivity and effectiveness. The demand for public services continues to outstrip
revenues. A Coopers and Lybrand 1988 study of government executives revealed a
constant emphasis on doing more with less through innovative, cost effective
management techniques such as contracting for services, performance measurement,
participatory management, impact fees and strategic planning. (Osborne, 1992, p. 18)

The fiscal realities of 1997 are accelerating the movement to entrepreneurial

government. The characteristics of entrepreneurial government include the following:

1. Competing service providers between government and business
organizations.
2. Empowering citizens by pushing control from bureaucracies to
communities.
3. Measuring performance outcomes vice inputs.
10




4. Creating mission or goal driven institutions vice rules and regulations
enforcers.

5. Redeﬁnjng clients as customers and offering choices among service
providers.

6. Preventing problems before they emerge vice applying bureaucratic
services to problems.

7. Earning money vice just spending it.
8. Decentralizing authority.
9. Choosing market mechanisms over bureaucratic mechanisms.

10.  Catalyzing public, private and voluntary sectors into action to solve
problems. (Osborme, 1992, pp. 19-20)

Government is not a profit driven business. Politicians are driven by the desire
to be reelected. Government is democratic and moves slower than business.
Government provides services, does not make money and must serve all Americans.
Therefore, it will not be as efficient as private industry, but it can adopt
entrepreneurial ideas. W. Edwards Demming’s Total Quality Management has been
adopted by the public sector. The focus on results, customers, decentralization,
prevention and market or systematic approaches has resulted in numerous examples
of continuous improvement in DOD.

The power of outdated ideas has not been an easy obstacle to overcome. John
Maynard Keynes noted, “the difficulty lies not so much in developing new ideas as
in escaping from old ones.” (Osborne, 1992, p. 23) Osbome and Gaebler described
the environmental forces impacting government as an American Perestroika. They
wrote that our, “fundamental problem is that we have the wrong kind of government.
We do not need more government or less government we need better government. To

be more precise, we need better governance.” (Osborne, 1992, p. 24) However, the
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reinventing movement is now a world wide private industry and public government

phenomenon. President Clinton echoed these words when he wrote:

We can no longer afford to pay more for and get less from our
government. The answer for every problem cannot always be another
program or more money. It is time to radically change the way the
government operates, to shift from top-down bureaucracy to entrepre-
neurial government that empowers citizens and communities to change
our country from the bottom up. We must reward the people and ideas
that work and get rid of those that don’t. (Gore, 1993, p. I)

The reinventing government movement is a result of the combination of economic,
political and social forces reacting upon America to change the basic way government

does business.

B. REINVENTION TERMINOLOGY

This new public management relies upon many of the core concepts learned
during the restructuring of American businesses in the 1980's and 1990's. This new
management includes the “critique of functional specialization, process reengineer-
ing, just-in-time inventory management, and activity-based costing and cycle-time
burdening,” which are products of the information revolution. (Thompson and Jones,
1994, p. xii) These ideas have been embraced by DOD through Secretary Dick
Cheney’s initiatives and continued under Secretary William Perry. Reinventing
government relies upon the economics of institutions and organizations, which deal
with issues of “institutional design and administrative governance.” (Thompson and
Jones, 1994, p. xii)

Five terms used frequently in discussing the new public management are
restructuring, reengineering, reinvention, realignment and rethinking. L. R. Jones and
Fred Thompson defined these key terms as follows:
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Restructuring:

*

Cut everything in the organization that does not contribute value
to the services delivered to customers.

Reengineering:

*

Start over rather than trying to “fix” existing processes with
“pand aid” solutions.

Think about work processes and not functions and positions on
the organizational chart.

* Focus on improving service quality, reduced cycle time and
costs.

* Take advantage of new computer and other technologies.

Reinvention:

* Strategic planning and market research to move the organization
toward new service delivery modes and markets.

* Reinvent the service market strategy.

* Develop a long range market and organization planning process.

Realignment:

*

Change the organizational structure to match the new market
and service delivery strategy.

Move to contingency organization and service delivery relative
to new market and service strategy and opportunities.

Match organizational structure to strategy at all levels as a
means for motivating management and employees.

13




3. Rethinking:

* Better, faster evaluation of service performance and quicker
feedback on improved market strategy and service delivery.

* Think creatively about new approaches to service delivery.
* Willingness to pilot test proposed innovations.
* “Quick analysis” of results for decision making and change.

* Sorting out real problems from symptoms and managing people
to solve real problems quickly.

* Creating the self learning and adapting organization. (Jones and
Thompson, 1996, p. 1)

These ideas are radical thinking to traditional bureaucracies. They describe
the foundation action principles that much of the reinventing government and
specifically DOD is based upon. These words are not dictionary terms that are
occasionally looked at. These action principles are alive and active in the National
Performance Review initiatives and the DOD Reinvention Laboratories. These action
principles are tools that managers use to implement reform designed to improve

efficiency and effectiveness of government.

C. NATIONAL PERFORMANCE REVIEW
1. Initial 1993 National Performance Review
a Goals and Key Principles
The NPR was announced as a non political review by President Clinton
to “make improving the way government does business a permanent part of how
government works, regardless of which party is in power.” (Gore, 1993, p. iv) The
NPR was a six month review of every cabinet department and ten agencies by

multiple teams of people from national, state and local governments, federal
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employees and elected officials, businessmen and citizens. Simultaneously, DOD
was performing the Bottom Up Review to meet President Clinton’s national defense
objectives and funding goals. Cabinet members created Reinvention Teams to lead
transformations of their departments and Reinvention Laboratories to experiment with
new ways of doing business. The NPR focused “primarily on how government
should work, not on what it should do.” (Gore, 1993, p. it)

The NPR was published in September 1993 and described recommenda-
tions that if enacted would produce savings of $108 billion over 5 years from Fiscal
Year 1995-1999:

Source of Savings Dollar Amount ($ Billions)
1. Agencies $36.4
2. Streaxplinipg the bureaucracy through 40.4
reengineering

3. Procurement savings of 5% annually 225
4. Information Technology 54
5. Imtergovernmental fee for service programs _33

Total Projected Savings $108.0 Billion (Gore, 1993)

A large portion of these proposed savings was to come from a 12% reduction in the
federal workforce, totaling 252,000 positions. Acquisition reform would make
government purchases less expensive. Incorporation of information technology
allowed consolidation and modernization of facilities. Simplified paperwork and
reduction of administrative costs of grant programs to states would save money. The
NPR identified numerous internal organizational changes that departments could
implement to reduce the cost of government. Legislation effecting these changes was

recommended to Congress.
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The NPR proposed creating entrepreneurial organizations following the
four key principles of cutting red tape, putting customers first, empowering employees
to get results, and cutting back to basics to produce better government for less.
Cutting red tape required shifting from systems that hold people accountable for
following rules to accountability for achieving results. Streamlining budget,
personnel and procurement systems was necessary to reform government. A goal is
to reengineer the civil service system to give managers the authority to make decisions
about who to “hire, promote, reward and fire.” (Gore, 1993, p. 13) Decentralization
of policies and removal of unnecessary regulations which stifle innovation were
proposed. 'NPR advocated changing control systems and inspectors to prevent
problems vice punishing offenders by helping agencies learn to perform better.

Putting customers first required all federal agencies to listen to their
customers through feedback mechanisms. The goal was to provide “customer
services equal to the best in business.” (Gore, 1993, p. 44) Internal government
monopolies involving buying goods and services, acquiring and maintaining office
space and printing public documents were abolished. (Gore, 1993, p. 44) Legislative
changes were proposed to experiment with contracting out DOD billing, payroll, and
data processing functions. The NPR recommended the creation and usage of market
dynamics and mechanisms to create private enterprises to perform functions or spin
off public organizations to private industry.

Empowering employees was designed to change the culture of the
government by freeing employees from “mind-numbing rules and regulations™ by
delegating authority and accountability to accomplish a clear mission. (Gore, 1993,
p. 66) Decentralized authority and decision making, labor-management cooperation,
employee training and enhancing the quality of the workplace were central themes of
the empowerment program. The Government Performance and Results Act of 1993,

mandated increased accountability, waived administrative regulations and required
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performance plans and measured results to determine if federal programs were
meeting objectives. The NPR called for a comprehensive set of Federal Accounting
Standards Advisory Board accounting standards in 18 months. The Department of
Treasury would issue an audited annual “Accountability Report to the Citizens,”
specifying the financial statements of the government by 1997. Simplified statements
were issued in 1995 and 1996. A National Partnership Council between federal
employee unions and the executive branch was recommended. A President’s
Management Council to “lead the quality revolution and ensure the implementation”
of NPR plans was proposed. (Gore, 1993, p. 89) This was necessary to ensure
quality management principles were adopted, processes were reengineered and
performance assessed by agencies.

Cutting back to basics recommended abandoning obsolete and
eliminating duplicate programs. NPR called for an end to special interest privileges.
Financial actions such as raising user fees, collecting debt and eliminating fraud were
proposed. Savings were projected from reengineering programs, investing in
innovation, electronic communication and utilization of alternative dispute resolution
techniques.

b. DOD Goals

The NPR proposed a large number of initiatives without a great deal of
specifics on how to accomplish them. It called for Reinvention Laboratories,
involvement of federal employees in the process of reinvention, top level leadership
from the President, Vice President, and Cabinet members, creation of a Management
Council and Federal Quality Institute, and future reviews to target specific areas of
improvement and monitor progress. (Gore, 1993, pp. 122-123) In relation to DOD
the NPR covered many of the same areas as the Grace and Packard Commission
reports in different words and with a different vision for government. (Thompson and

Jones, 1993, p. 94) There were twelve specific DOD recommendations in addition
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to the Bottom Up Review and Acquisition Reform Initiatives. The projected savings
cover the period from 1994 to 1999.

The Bottom Up Review: A review of DOD force structure requirements with
a total of $79 billion in savings through 1997 were incorporated into the
President’s 1994 budget. (Not counted as NPR savings).

Acquisition Reform: Incorporate commercial practices into procurement to
take advantage of technological advances and save money. (Proposed as part
of other NPR recommendations).

DODO01 Rewrite Policy Directives to Include Better Guidance and Fewer
Procedures: Reduce administrative burden and unnecessary regulatory
controls.

DODO02 Establish a Unified Budget for the DOD: Give commanders
flexibility to set priorities, solve funding and unplanned requirements at the
lowest appropriate operational level.

DODO03 Purchase Best Value Common Supplies and Services: Buy best
value supplies from public, private or nonprofit sources.

DOD04 Outsourcing Non-Core DOD functions: Focus on performing core
functions.

DODO5 Create Incentives for DOD to Generate Business: Allow Corps of
Engineers to receive revenue for certain commercial applications and
installation commanders to generate income from solid waste reduction and
recycling. Projected savings of $500 billion.

DODO06 Establish and Promote a Productivity-Enhancing Capital Invest-
ment Fund: Expand capital investment fund and operate in a more business
like manner. Projected savings of $110.3 billion.

DODO07 Create a Healthy and Safe Environment for DOD Activities:

Clean up hazardous wastes, use environmental technology and prevent poliu-
tion to create a safe work environment.
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DODOS Establish a Defense Quality Workplace: Use quality management
concepts at all levels of DOD.

DOD09 Maximize the Efficiency of DOD Health Care Operations: Use
technology to improve care at DOD facilities and reduce training costs.
Projected savings of $350 billion.

DOD10 Give DOD Installation Commanders More Authority and Respon-
sibility Over Installation Management: Entrepreneurial management will
better manage resources and improve services to employees.

DOD11 Reduce National Guard and Reserve Costs: (1) Limit compensation
to federal employees on reserve duty to the greater of civilian or reserve pay
or allow reservists to take annual leave. (2) Limit housing allowance to
reservists who actually bring dependents with them on assignments when no
bousing is provided. Projected savings of $900 billion.

DOD12 Streamline and Reorganize the U.S. Army Corps of Engineers:
Implement 1992 proposal to reduce from 11 to 6 division offices and offer
engineering and technical expertise to other agencies. Projected savings of
$68 billion. (Gore, 1993, pp. 136-137)

These echoed the broad goals of the NPR which correctly identified
numerous deficiencies, but did not specify in great detail the mechanics of how to
overcome these deficiencies. Some administrative reforms were recommended but
there was a great deal of overarching guidance and proposed legislative actions. The
President understood that the implementation of simultaneous changes in quality,
personnel, budgeting, procurement and culture would not occur overnight or without
bipartisan support from Congress. The NPR was the first step in the Clinton

Administration plan to create an entreprencurial government.
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2. 1994 Status Report
a Summary of Progress
In September 1994, Vice President Gore published the first NPR status
report which documented progress in accomplishing major objectives. Significant

actions included:

1. President Clinton signed 22 directives as well as performance agree-
ments with 7 agency heads.

2. Congress passed 21 related laws mandating cuts in the federal
workforce and employee buy out programs. This resulted in the
elimination of 71,000 full time equivalent positions.

3. Over 100 agencies published customer service standards.
4, A total of 135 Reinvention Laboratories were created.

5. A total of 32 partnership agreements between labor and management
were signed.

6. The Office of Personnel Management scrapped the 10,000 page Federal
Personnel Manual and the SF-171 job application form.

7. Implementation of the acquisition reform initiatives eliminated many
military specifications and usage of Visa cards reduced small purchase
costs by an estimated $50 million per year. (Gore, 1994, pp. 5-6)

The majority of the $46.9 billion in savings claimed by the
administration came from the reduction in the size of the work force. Congress
increased the NPR recommendation for reduction in the number of federal employees
from 252,000 to 272,900 by 1999. (Gore, 1994, p. 43) DOD reduced its civilian
workforce by 57,000 out of the total 71,000 federal workers removed from the

payroll. (Gore, 1994, p. 86)
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The General Accounting Office announced that it disagreed with only
one of NPR’s 384 recommendations. (Gore, 1994, p. 7) This initial enthusiasm for
the NPR was greeted by skepticism in many circles, because every administration has
attempted to reform government. Defense Secretary Perry described this as, “many
people have vowed to reform the government, but after they start that undertaking
they mysteriously disappear, never to be heard from again. It’s as if they had decided
to take a vacation in Jurassic Park.” (Gore, 1994, p. 7) President Clinton believed
that the NPR would be different because, “when the Vice President finished his
report, he had to go back to his office, twenty feet from mine, and go back to working
to turn the recommendations into reality.” (Gore, 1994, p. 8) Nonetheless changing
the federal government is a task of great magnitude. Government spending is almost
25% of the economy. The cultural revolution that President Clinton desires is at least
a decade long process of continuous improvement.

b. NPR Principles in Action

The progress report documented cultural changes by putting customers
first, such as the reduction in the number of steps to manage DOD travel claims from
17 to 4, with projected savings of $1 billion over 5 years. (Gore, 1994, p. 86) This
process focused on internal customers and reduced a three week evolution to one day
by using automation to reengineer the process. President Clinton ordered each agency
to publish a customer service plan detailing customer surveys, state public or private
standards used as benchmarks, survey employees, and design an easy-to-use
complaint system and analyze complaints.

Colonel Thomas A. Dunn visited Saturn Corporation and other innova-
tive companies before assuming command of the Red River Army Depot in
Texarkana in 1992. Colonel Dunn empowered Depot employees by involving them
in the planing and decision process. Management and union leaders visited Saturn

Corporation and returned to create a new profit sharing awards program and over 40
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self directed work teams. Despite a 20% reduction in workforce, the Depot produced
the same number of vehicles in 1994 as it did in 1992. The drop in grievances to zero
saved an estimated $200,000. (Gore, 1994, pp. 37-38)

This commitment to new roles by senior management was highlighted
by Vice President Gore in seven differences from the past that included
empowerment, cross functional teams, customer satisfaction, involvement of all
employees, improved communication, asking subordinates what they needed to do
their jobs and measuring output not input. (Gore, 1994, p. 42) President Clinton
established the National Partnership Council on October 1, 1993 to facilitate win-win
solutions to personnel issues, create a flexible and responsive hiring system, reform
the classification system and improve individual and organization performance.
(Gore, 1994, p. 40)

DOD took specific steps to eliminate red tape and implement procure-
ment reform. The “Pentagon scrapped all specifications for mess hall food and
commenced buying real food.” (Gore, 1994, p. 49) The U.S. Air Force reduced
1,600 regulations on 55,000 pages to 160 three page policy statements on a CD-ROM.
(Gore, 1994, p. 49) In October 1993, President Clinton signed a procurement
memorandum directing increased electronic commerce by 1997, with the goal to
reduce a three week process to five days.

Five of the top ten U.S. semi-conductor producers refuse to do defense
business because of procurement regulations requiring financial records not necessary
in the commercial business world. During Operation Desert Storm, the U.S. Air
Force wanted 6,000 Motorola commercial radio receivers because they were best
suited to the war fighting environment. Motorola declined to sell them to the
government because it could not meet the procurement regulations. This issue was
resolved when Japan bought the receivers and donated them to the government. This

type of problem contributed to Secretary Perry’s decision to require a waiver to use
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military specifications for procurement in June 1994. (Gore, 1994, p. 53) He
believed this reversal in the usage of military specifications would reduce the cost of
equipment and encourége more corporations to seek defense work. An agreement
with Visa for a no fee credit card that pays rebates to the government was estimated
to save $50 on every small purchase. The potential savings included ten agencies
making one million purchases a year.

The Omnibus Budget Reconciliation Act of 1993 was designed to
reduce the projected deficits for 1994-1998 by more than a half-trillion dollars,
through a combination of spending cuts and tax increases. The improving economy
significantly helped reduce the deficit and maintain low inflation expectations and
long term interest rates. The rhetoric of continued improvement in the financial status
of the government must be analyzed at the end of the cycle and not on a day-to-day
or quarter-to-quarter update of the nation’s economy. Reducing government to the
basics is a difficult task. The administration was unable to close the Uniformed
Services University of the Health Sciences, a DOD university to train doctors, despite
its costing $562,000 per physician compared to $110,000 in the private sector. Only
ten percent of DOD physicians come from the university, and in a time of scarce
resources they could be obtained cheaper from the private sector. The House of
Representatives voted to close the university, but the Senate chose to study the issue.
This demonstrates the continued power of pork in the budget.

The conclusion of the 1994 status report was that there was still a “long
way to go.” (Gore, 1994, p. 71) NPR recognized that major organizational changes
require eight to ten years and the task of reducing people, improving services and
productivity by reducing expenditures in areas of marginal contribution required more
serious reengineering of work processes. Across the board “cookie cutter” cuts do not

produce reinvention success.
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3. 1995 Status Report
a Summary of Progress
In September 1995, Vice President Gore published the second NPR
status report by proclaiming the virtues of a common sense government that focuses
on results to meet the nation’s goals, treats people as customers and works, “better,
faster and cheaper” to operate as well as or better than the best private businesses.

(Gore, 1995, pp. 5-6) The significant accomplishments included:

1. Of the 1,250 1993 NPR recommendations, 379 (30%) have been
implemented; 214 (17%) require legislative action, and 657 (53%) are
still in process.

2. A total of 160,000 (60% of the goal) positions have been eliminated
contributing to the $58 billion (53% of the goal) savings. An additional
$10 billion in agency reinvention savings were put in place.

3. A total of 30 Presidential directives and 36 Congressional laws to
implement NPR recommendations have been signed. Congress has
passed 66 (24%) of the 280 NPR items requiring legislation.

4. A total of 200 agencies have published customer service standards.
Over 200 Reinvention Laboratories were created. There were over 400
labor-management partnerships established.

5. A total of 16,000 out of 86,000 pages of agency regulations were
scrapped and 31,000 pages were being reworked.

6. Consolidation of operations, increased customer choice, increased local
control of government programs, cancellation of government programs,
administrative reforms and privatization were part of 180 new recom-
mendations announced. The projected savings from these actions is
$70 billion over five years. (Gore, 1995, pp. 1-8)

According to President Clinton the American people will regain faith
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in government, “one customer at a time.” (Gore, 1995, p. 5) The 1995 report empha-
sized the continued success stories and presented a theme of returning government
performance to an era when, “good enough for government work” meant the best.
(Gore, 1995, p. 5) The political context of the 1996 election must be remembered
when reading the report which attempted to prove that the Reinventing Government
movement was not a flash in the pan idea, but a long term improvement program.
The format of the report was changed to highlight results. The report stressed the
importance of using employee ideas and bottom up planning vice top down directives
to produce results.

b. Common Sense Government

The recreation of common sense government that responds to the needs
of customers in a timely manner continued to be a major NPR goal. An example of
this was the Federal Emergency Management Agency (FEMA) response after the
bombing of the federal building in Oklahoma City on April 19, 1995. The
performance of FEMA was significantly better than earlier responses to natural
disasters. Part of this credit is due to reinvention, but Congressional pressure and
citizen outrage must also be given credit for the improvement in service.

Traditional government action of passing more laws vice repealing old
ones in response to change has resulted in a proliferation of additional rules and laws.
Agencies expanded vague Congressional laws into minute micro management detail
that grew to 130,000 pages in the Code of Federal Regulations. (Gore, 1995, p. 28)
The 202 volumes were over 21 feet long. Legions of lawyers and regulators engaged
in mind warfare to find and close loopholes in these regulations. Duty bound
employees enforced these laws. The cutting red tape initiatives were designed to
change the perspective of federal employees and reduce the “obsession with
procedures” and increase the focus on results. (Gore, 1995, p. 29) President Clinton

directed federal regulatory agencies to perform the following activities:
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1. Agencies were asked to cut obsolete regulations and fix the rest through
a page by page review and push decision making down to the lowest
level possible.

2. Management was directed to change performance criteria to measure
and reward results and not red tape enforcement.

3. Organizations were directed to create partnerships with employees and
customers.

4, Management was advised to empower people and let them figure out
how best to get the job done. (Gore, 1995, pp. 35-36)

The report cited examples of success in each of these areas.

The Defense Logistics Agency was one of the initial 1993 Government
Performance and Results Act (GPRA) pilot programs for creating mission-goal driven
performance standards and measuring success. DOD reduced internal regulations by
30% and now all DOD directives are published on CD-ROM and available on the
World Wide Web.

The Federal Acquisition Streamlining Act of 1994 was designed to
reinvent the federal government’s $180 billion a year procurement system. (Gore,
1995, p. 114) The highlights of the legislation included raising the simplified
acquisition threshold to $100,000, promoting commercial purchases whenever
possible, and reducing restrictions for purchases below $2,500, which include 85%
of procurement transactions. (Gore, 1995, p. 114) In FY1994, 2.5 million purchases
were made, totaling $808 million. Through June 1995, 2.9 million purchases were
made, exceeding $1 billion. The administrative cost avoidance from using the
purchase cards was estimated to be $68.5 million. (Gore, 1995, p. 114)

The implementation date for most of the legislation was October 1,
1995. The Office of Federal Procurement Policy (OFPP) published A Guide to Best
Practices for Past Performance. (Gore, 1995, p. 114) A program to accelerate
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development of the Federal Acquisition Computer Network (FACNET) single
standard based electronic commerce capability for all federal agencies was initiated.
An Acquisition Reform Network of on-line access to federal acquisition information
including reference material, electronic commerce, training, best practices and
opportunities was created. The usage of electronic record keeping for patient care is
being tested at Scott Medical Center in Belleville, Illinois where paperless outpatient
records for 90 providers in 40 clinics tracked 19,000 patient visits. Secretary Perry
directed 250 DOD organizations to reduce cycle time in half for such transactions as
space launches, audits, material support and maintenance by 2000. (Gore, 1995, p.
97)

[ Customer Service and Teamwork

Executive Order 12862 signed by President Clinton on December 8,
1994 directed the setting of customer service standards. (Gore, 1995, p. 52) On
March 22, 1995, a second directive was signed that required agencies to survey
customers and front line employees on how to improve service, measure customer
satisfaction, integrate consumer service into all performance initiatives and coordinate
customer service between agencies. (Gore, 1995, p. 63) Additionally, agencies were
asked to emphasize improving service in areas involving the most transactions and
identified as needing the most improvement. The emphasis on customer service
resulted in the Social Security Administration (SSA) being awarded the highest rating
in telephone customer service, (Gore, 1995, p. 50). The SSA employees answered the
phone within 4 seconds, had the least hold time and provided knowledgeable answers
to questions. The SSA ranked ahead of Southwest Airlines, Nordstrom, Saturn and
Federal Express. The SSA receives 64 million phone calls a year and as many as 1.7
million in a day while servicing 45 million Americans. Wal-Mart corporation
compared its pharmacies’ prescription processing time against the best in the business
and found out that MacDill Air Force Base, Tampa, Florida filled between 95% of its
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4000 to 6000 prescriptions each day in less than 5 minutes. (Gore, 1995, p. 83)
Incorporation of a state-of-the-art inventory system and performance measurement of
workload, wait time and error rate has enabled MacDill to develop a world class
customer service standard.

The task of cutting government and managing it better involved five
simultaneous activities: restructuring (reducing the number of agencies, programs and
people); reengineering (simplifying the procedures by cutting cycle time and using
new technology to start over); reinvention (adopting the GPRA strategic planning and
emphasis on service market strategy); realignment (reforming agencies structurally
to better serve their missions), and rethinking (better and faster analysis of
performance feedback to improve service).

The Army Corps of Engineers used the Alternative Dispute Resolution
process to resolve differences with communities, citizens, the construction and trade
industry, and the legal community. This technique was used to “accelerate hazardous
waste cleanup projects, resolve conflicts over the operation of multipurpose dams,
handle wetland permits, acquire real estate and even handle internal labor disputes.”
(Gore, 1995, p. 83) The Army Corps of Engineers legal case load was reduced by
70% and claims values were decreased from $1 billion to $220 million.

The Defense Personnel Support Center (DPSC), Philadelphia, has
provided food, clothing and medicine to troops and even had its own uniform factory
since the Civil War. There were several warehouses filled with the same items for
years. The $3.5 billion DPSC was “no longer a purchasing, billing, warehousing and
shipping agency; it’s a food, clothing and medical broker.” (Gore, 1995, p. 84)
Through an employee led reinvention effort using the “most advanced electronic
ordering technologies, the agency makes it possible for its customers to buy brand
name commercial products directly from the manufacturer, through a one stop

electronic shopping catalogue, at competitive prices and with just-in-time delivery.”
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(Gore, 1995, p. 84) This process has reduced cycle time from months to hours and
saved money by eliminating many warehouse costs. The Ford Foundation’s Innova-
tion in American Government Award was awarded to DPSC. Another example of
DOD reinvention impacted by DPSC was the reduction from seven to three
warehouses for medical supplies at the Army Walter Reed Medical Center, Maryland.
The supplies were provided by DPSC instead of maintaining inventories at Walter
Reed, and the inventory levels dropped 90%, from April 1993 to February 1995.
(Gore, 1995, p. 85)

The 1995 NPR report acknowledged that reforms were taking longer
than anticipated and there needed to be more performance measurement, competition
and privatization to make a more enterprising government. A need for increased trust
and empowerment of employees combined with greater accountability were cited as
critical to ensuring reform initiatives were carried out by political appointees, civil
service and military employees. The NPR report contained isolated success stories,
updated the status of major programs in summary style and identified several new
recommendations. The specifics of many recommendations were not provided. The
government appeared to be making progress, but not at the pace the Clinton
administration would have preferred, especially with the 1996 Presidential election
on the horizon. However, there were enough success stories that the President could
claim significant progress during the campaign.

4, The 1996 Status Report
a. Summary of Progress
The 1996 NPR report was titled 7he Best Kept Secrets in Government.
The report contained more detailed numbers than the previous three reports. The
President declared that “the era of big government is over” in the 1996 State of the
Union Address. (Gore, 1996, p. 1) The administration claimed a savings of $118
billion:
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A total of $73.4 billion in savings came from the 1993 NPR report
recommendations.

A total of $24 billion in savings came from the 1995 NPR report
recommendations.

A total of $21.5 billion in savings came from agency actions beyond
the NPR. (The Federal Communications Commission realized an
income of $20.3 billion from auctioning wireless spectrum licenses,
and the General Services Administration restructuring of federal
construction projects saved $1.2 billion). (Gore, 1996, p. 1)

The combination of savings and the healthy economy resulted in a $476

billion reduction of the annual deficit from 1993 - 1996, as shown in Figure 1. (Gore,

1996, p. 3)
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The context of the 1996 Report was designed to present the most favorable view point
of the reinvention effort to prodﬁce the most political clout for the reelection of
President Clmton Nonetheless, there were actual examples of success and more

quantitative data than any other report to substantiate the claim that reinvention was

working.
b. Personnel Savings
The reduction in federal civilian employment is shown in Figure 2.

(Gore, 1996, p. 2)
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Federal Civilian Employee Reductions by Agency

Figure 2.
from January 1993-January 1996 (in percentages)

The Federal Workforce Restructuring Act of 1994 mandated a civilian workforce
reduction of 111, 900 Full Time Equivalent (FTE) positions by fiscal year 1995.
(Gore, 1996, p. 168) By September 1996, the reductions totaled 185,000 FTE
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positions, which exceeded requirements by 73,100 positions. (Gore, 1996, p. 168)
The administration estimated that 90% of the total of 272,900 positions would be
eliminated by the end of FY 1997. (Gore, 1996, p. 168) There were 114,856 buy
outs and hiring was reduced from over 100,000 to 50,000 per year. (Gore, 1996, p.
2) Personnel restructuring has contributed the most money to the savings credited to
reinvention. The administration estimated that this accelerated reduction in personnel
saved an additional $6 billion from the 1993 NPR goals. There were 450 labor-
management partnership agreements, which was an increase of 50 from 1995. The
new spirit of cooperation between organized labor and management has been credited
for reduced legal expenses and facilitating smoother buy out programs and
implementation of reduction in force actions when required.

Restructuring the DOD workforce resulted in a 16% reduction, which
totaled 110,000 civilian employees during FY 1994-FY 1995. DOD must decrease
its workforce by another 100,000 by FY 1999 for a total of a 23% reduction. (Gore,

1996, p. 81) The changes in the number of supervisors is shown below:

Table I. Changes in the Number of Supervisors in Government
(Data in Percent)

Defense Supervisors Headquarters Staffs Management Control
Positions
Air Force -13 -8 -8
Army -14 -17 -8
Navy -19 -7 -8
Agencies -19 =3 -8
Total -16 -10 -8
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For the federal government, the average reductions were 20% for supervisors, 14%
for headquarters staffs and 9% for management control positions. Therefore, DOD
was below average in the total reduction of worker-to-supervisor ratios. However,
the data does not indicate what were the starting DOD ratios of management
positions. Military personnel were decreased from 1,705,100 in FY1993 to 1,481,700
in FY1996. (Gore, 1996, p. 80) This was a reduction of 223,400 or 13% of the
active duty personnel.

¢. NPR Recommendation Savings

Table II provides a summary of estimated and realized savings from
NPR recommendations. The $12.3 billion procurement savings were Administration
estimates and did not come from the Congressional Budget Office. (Gore, 1996, p.
168) The three major acquisition legislative changes were the Federal Acquisition
Streamlining Act of 1994, the Federal Acquisition Reform Act of 1996, and the
Information Technology Management Reform Act of 1996. The 1996 laws
streamlined the contract award process by allowing contracting officers, through new
review procedures to “reduce the number of suppliers with whom they must
negotiate.” (Gore, 1996, p. 157) Smmplified source selection for commercial items
up to $5 million were implemented. Contract approval and protest procedures were
revised and agencies were allowed to manage their own information technology
mvestments. The OFPP issued the Guide to Best Practices for Performance-Based
Service Contracting in April 1996, to assist agencies in defining requirements in
terms of performance standards rather in terms of how the work was to be done.
(Gore, 1996, p. 157)

The Reengineering Through Information Technology savings were
incorporated into the initial 1993 savings because of the difficulty in separating

savings from information technology and personnel reductions. It was estimated that
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Table IL 1993 Estimates of Savings from NPR Recommendations
Compared with Savings from Actions to Date (in billions

of dollars) (Gore, 1996, p. 170)

FY85 FY96 FY97 FY98 FYg99 Total

1. Streamlining the Bureaucracy
Through Reengineering
Savings estimated in September 1993 report 5.0 5.8 7.4 9.5 127 40.4

Savings based on actions to date 4.4* 8.2 98 115 125 46.4
2. Reinventing Federal Procurement

Savings estimated in September 1993 report 0 5.6 56 66 57 225
Savings based on actions to date 0.7 2.8 2.8 29 841 12.3
3. Reengineering Through Information

Technology

Savings estimated in September 1993 report 0.1 05 1.2 1.6° 20 54
Savings based on actions to date 0 0 0 0 04 0.4

4. Reducing Intergovernmental

Administrative Costs
Savings estimated in September 1993 report 0.5 0.7 0.7 07 0.7 3.3
Savings based on actions to date . 0 CBE CBE CBE CBE CBE

5. Changes in Individual Agencies

Savings estimated in September 1993 report 7.0* 6.2 7.0 73 8.9 36.4
Savings based on actions to date 4.3* 3.9 2.0 21 24 144
Savings pending in legislation ' 0 0 0.4 04 05 1.3

Total Savings for NPR Phase 1

Savings estimated in September 1993 report  12.6" 188 219 247 300 108.0
Savings based on actions to date 9.4* 149 145 164 182 734
Savings pending in legislation 0 0 0.4 04 05 1.3

CBE=Cannot be estimated at this time; estimates will be developed iater.
*Figures include some FY 1994 savings.
Note: Details may not equal totals due to rounding.

the incorporation of electronic benefits transfer would produce $200 million per year

in savings once fully implemented in 1999. (Gore, 1996, p. 169)
The Reducing Intergovernmental Administrative Costs savings involved

procedures with Indian Tribal governments and have not produced the desired
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savings. The Changes in Individual Agencies reflect the 54 laws signed since 1993

to improve government efficiency.

The estimates from the 1995 NPR report savings are shown in Table III.

Table III.  Estimates of Five Year Savings From New NPR Recommen-
dations FY 1996-2000 (budget authority in millions of dollars)
(Gore, 1996, p. 171)

FYes FYe7 FYes FY99 FY00 Total

Savings estimated in September 1895 report 49 124 165 158 198 694
Savings based on actions to date 3.0 4.0 4.8 5.7 65 240
Savings pending in legislation 0.0 0.3 0.7 14 1.6 3.9

Note: Savings are calcutated from the current services baseline approach. They include manda-
tory as well as discretionary savings and revenue increases. Details may not equal totals due to

rounding.

These projected savings were the least specific in the report and subject to
Congressional approval of proposed budget items.

d. Specific Actions

Procurement reform was credited with negotiating reductions in
overnight postage from $27 to $3.62 and telephone charges from 16 cents per minute
to 5 cents per minute and internal government call rates of 2 cents per minute. (Gore,
1996, p. 13) Multiyear contracts combined with elimination of military specifications
were cited as contributing to the decrease in price of the new C-17 cargo plane by
$2.7 billion. Similarly $2.9 billion was saved on smart munitions and $100 million
on the Fire Support Combat Arms Tactical Trainer. (Gore, 1996, p. 14)

There were about 250 Reinvention Laboratories in 1996. A joint effort’

between the Defense Contract Audit Agency and Defense Logistics Agency (DLA)
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substituted international quality standards for government standards and reduced
contractor overhead costs associated with maintaining two quality standards. Govern-
ment costs were reduced by $150 million according to the NPR report. There was no
further substantiation of this reduction provided. DLA focused on, “simplified, cost-
effective work processes and relied on employee ownership of programs and methods
to evaluate the effectiveness of its programs in order to meet the key goal of putting
customer needs first.” (Gore, 1996, p. 81) DLA reengineered its distribution process
at Columbus, Ohio, cutting average time to fill a customer order at the depot from
11.8 days in 1993 to 2 days in 1994. (Gore, 1996, p. 81) The Defense Printing
Service, established in 1992, has reduced its staff by 43%, facilities by 30% and
square footage by 700,000 square feet, disposed of 4,000 obsolete items and saved
$70 million annually.

The Defense Finance and Accounting Service (DFAS) has been the
subject of consolidation and reform since its inception in 1991. Through F Y1995,
DFAS reduced staffing from 30,000 to 23,800 and achieved budget savings of $314
million. (Gore, 1996, p. 82) The goals for consolidation of DOD finance systems

include:
1. Replacing 27 payroll systems with the Defense Civilian Payroll System
' by 1997.

2. Consolidating 22 military pay systems down to 2 systems with the
' Defense Joint Military Pay System by 1999.

3. Standardizing the collection of debts from delinquent contractors and

military and civilian personnel not on active payroll in 1993 with the
Defense Debt Management System. (Gore, 1996, p. 82)

These changes were designed to simplify the complex DOD financial accounting

systems.
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An area that has not produced the savings expected is the Base
Realignment and Closure (BRAC) process. Since 1988, 20% of the major and 200
minor bases have been épproved for closure. Once fully implemented the projected
savings were estimated to be $6 billion by FY2000. (Gore, 1996, p. 82) However,
the base closure process has been plagued by rising expenses for environmental
cleanup, delays in closing to accommodate new military construction at expanding
bases, community concerns with the condition of the bases and increased administra-

tive costs. In fact shutdown funding has been insufficient to complete the process at

- many bases.

The 1996 NPR report continued to emphasize the cultural change to
focus on customer satisfaction and presented several cases of improved agency
performance. Some of the agencies involved included the Internal Revenue Service
which now returns tax returns in forty days by mail and twenty one days by electronic
forma, the Social Security Administration now issues new cards within five days and
new numbers within 1 day, and the U.S. Mint takes orders 24 hours per day, seven
days per week. There were no specific DOD examples cited in the 1996 report that
had not been mentioned in previous reports.

The 1996 NPR report discussed partnering with business and
communities to empower employees, industry and state and local governments to
improve performance of many government services. The majority of these issues
dealt with the redistribution of resources for welfare, health care, education, crime
prevention, environmental protection and consumer protection. DOD continued to
out source functions in the support areas such as direct delivery of supplies to DOD

customers vice warehouses to reduce costs and delivery time.
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5. Blair House Papers

a. Cabinet Instructions

President Clinton and Vice President Gore published the Blair House
Papers in January 1997. Before the inauguration, President Clinton wrote: “We must
give Americans the tools to make the most of their lives, to renew national confidence
that we can solve our most difficult problems when we work together, and to advance
America’s role as the world’s strongest force for peace, freedom and prosperity.”
(Clinton, 1997, p. iii) These papers were written as instructions for the new cabinet.
There were designed to be, “practical, written as rules, focused on the highest impact
rules for reinvention success and golden.” (Clinton, 1997, p. viii) The book
emphasized customer service, partnering between business and government and
reinventing government to reduce the cost of government. The Cabinet Secretaries
were asked to set, “clear, uplifting goals and make sure everyone understands how the
goals relate to their own jobs. We asked the Cabinet to line up their plans, budgets,
personnel performance appraisals, and other management systems with their goals,
and then to measure the results they seek. This is good advice for the Cabinet and for
every leader in government.” (Clinton, 1997, p. x) The Administration was clearly
attempting to secure top level commitment to reinvention and entrepreneurial
government. Vice President Gore told the Cabinet, “that they would know they had
succeeded with reinvention when all the people in their departments understood the
goals and values of the organization, and could use them to adjust quickly to changing
circumstances.” (Clinton, 1997, pp. x-xi) He also said, “federal employees would
recognize success: When they wake up in the middle of the night and can’t get back
to sleep right away, they will be thinking about how to do their jobs better.” (Clinton,
1997, p. xi) These are ambitious goals for a bureaucracy that has not traditionally
demonstrated this type of unity and focus on goal accomplishment.
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Treating the public the way top companies treat customers was the key
to delivering great customer service and built upon the 1993 Executive Order 12862.
The strategy focused on identifying customers and winning them over, finding out
how things are going by getting out of Washington D.C., and being smart about using
information technology. (Clinton, 1997, pp. 7-11) These issues dealt with timeliness
and quality of customer service, receiving feedback from front line workers and
customers and bench marking. The information technology guidelines discussed
reengineering before automating, testing and fixing before buying large systems,
using commercial off the shelf items, out sourcing and integrating information
collected by different agencies.

The fostering of partnerships and community solutions stressed
compliance not enforcement, removal of barriers so communities could produce
results, increasing labor management partnerships and usage of alternate dispute
resolution to resolve differences. (Clinton, 1997, pp. 14-22) The elimination of
outdated regulations and rewriting remaining rules to simplify understanding,
rewarding results not red tapé, not requiring unnecessary reports and allowing fines
to be applied to fixes were familiar NPR themes. Partnerships were encouraged to
promote collaborative problem solving, investment in human capital and use of
consensual methods to solve differences vice court rooms.

The following specific actions were recommended to accelerate

reinvention;

1. Get the best from people: shift decision authority, budget control and
high grades to the front line. Raise the spirit of the work force:
empower and energize the employees by removing the barriers to trust,
such as time sheets, multiple approvals for travel requests, and limiting
access to tools such as the Internet.
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2. Look for reinvention savings to fund new ideas: eliminate unnecessary
work and maintain or improve customer or mission performance with
less resources and fewer people.

3. Pool resources with other departments: provide one stop shopping to
the customer by collaborating with other agencies such as a customs
and immigration inspection of travelers entering the U.S.

4. Seck Congressional relief from wasteful restrictions: continue to
recommend elimination of non value added laws, regulations and
practices that limit effectiveness and efficiency.

5. Reengineer to reduce headquarters and overhead: achieve the 1993
NPR recommendations of a 50% reduction in supervisors, headquarters
staff positions and management control positions.

6. Move money and positions to service jobs: eliminate layers of
management and use these people on the front lines to serve the public.

7. Use common sense procurement policies: prevent internal rule writers
from creating new rules to block the intent of the acquisition reform
legislation. Use past performance and performance based service
contracting to focus on results not the process.

8. Expand competition to save money: continue to increase public versus
public and public versus private competition to provide better and
cheaper service to customers. Use just-in-time inventories, consolida-
tion, out sourcing and privatization to reduce costs.

9. Create Performance Based Organizations (PBO): commit to clear
objectives, specific measurable goals, customer service standard and
performance improvement targets. There are nine proposed PBO in the
first phase and FY1998 budget. (Clinton, 1997, pp. 22-43)

The ideas were consistent with the NPR themes of the first Clinton

Administration. There were only a couple of DOD examples in the entire book. One
dealt with employee empowerment and the other with the PBO for DECA.
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b. Future NPR Activities

Vice President Gore wrote, “reinvention restores our faith” in govern-
ment ability to govern efficiently and effectively. (Gore, 1996, p. 66) The conclusion
of the 1996 NPR report was that continued progress towards entrepreneurial
government was required to meet the goals of cutting red tape, focusing on customers,
empowering employees and producing more service for less cost. The Clinton
administration created a NPR homepage address “http://www.npr.gov” to publicize
the success stories of the Reinventing Government recommendations. The inaugura-
tion speech of President Clinton on January 21, 1997 said: “Today, we can declare:
Government is not the problem, and government is not the solution. We the
American people are the solution.” (Frisby, 1997, p. A20) President Clinton

reinforced the reinventing government themes: “We need a new government for a

new century...humble enough not to try to solve all our problems for us, but strong
enough to give us the tools to solve our problems for ourselves; a government that is
smaller, lives within its means, and does more with less.” (Hunt, 1997, p. A1) The
President’s second inauguration speech spoke of a “land of new promise” with a
balanced budget and values. (Hunt, 1997, pp. A1-A8)

The executive drive towards entrepreneurial government will continue
during the next four years. These ideas are not new. The President’s Committee on
Administrative Management explained in 1937, “It has been demonstrated over and
over again in large organizations of every type in business and government that
genuine savings in operation and true economics are achieved only by the provision
of adequate managerial machinery which will afford an opportunity for central
executive direction to pursue day after day and year after year, in season and out of
season, the task of cutting costs, of improving service, and of raising standards of

performance.” (Thompson and Jones, 1994, p. 14)
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The test to measure the success of the recommendations to improve
government from the NPR and subsequent initiatives will not be found in the NPR
reports. The reports documented success stories and identified financial savings often
without explaining the specific details. The 1996 report contained examples of
successes that had been mentioned in previous reports. If the reader did not review
all of the reports this fact would not be obvious. The 1996 report was very positive
about the success of reinvention and part of this was due to the politics of the
presidential campaign. DOD recommendations first listed in the NPR were not
discussed in detail in the updated reports. Many DOD examples cited in the reports
were from the Reinvention Laboratories. The reinventing government performance
measure will be the ability of agencies and organizations to restructure, reengineer,
reinvent, realign and rethink the basic functions and operations of the government.
The arena for these actions is the Reinvention Laboratories. For DOD the promise
of significant changes in the way business is done may come from these oasis of

entrepreneurial management.

The next chapter explores the 1997 Clinton administration reinvention
activities, the impact of President Clinton’s F'Y 1998 budget on reinvention, and the
status of NPR Reinvention Laboratories. An analysis of the types, sizes, and progress

of DOD Reinvention Laboratories and specific examples of reinvention successes are

discussed.
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1. DOD REINVENTION LABORATORIES

This chapter provides an insight into the 1997 Clinton Administration
reinventing government plans, a discussion of NPR Reinvention Laboratories, an
analysis of DOD Reinvention Laboratories, and specific examples of reinvention in

DOD activities.

A. REINVENTING GOVERNMENT IN 1997

1. The Next Four Years

John Kamensky, Associate Director of Vice President Gore’s NPR office,
briefed the DOD Reinvention Laboratory Conference on the Clinton Administration
plans for continued reinvention and establishment of entrepreneurial government over
the next four years. He spoke of the three elements of the NPR effort: the NPR office
that coordinates the reinvention effort, NPR in the executive department leadership,
and NPR in the agencies where employees put the four major principals to work to
reinvent their organizations. (Kamensky, 1997)

Kamensky said that Vice President Gore briefed the new Cabinet on January
11, 1997 about the goals of reinventing government and the contents of the Blair
House Papers. Vice President Gore is dedicated to driving the executive management
team to institutionalize the reinvention principals to achieve administrative goals of
more effective and efficient government. He is doing this by personally teaching
cabinet members and political appointees about reinvention. The goal to fully
implement GPRA as part of the NPR effort in 1998, is mandating management for
results. A key part of this task is to change the culture of government employees to
realize that reinvention is the way to change their job and improve the quality and
reduce the cost of government. The post office improvement from 80% overnight
delivery rate in 1994 to 96% in 1996 is now better than the private sector due to

employee improvements in the process. The administration priorities of budget
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control, higher quality of education, improved government performance and increased
trust in government will not occur without successfully implementing reinvention
principles in a fiscally constrained world. President Clinton told the Cabinet and the
nation that if the trust issue was not resolved then all of the others would not matter.
(Kamensky, 1997)

2. State of the Union Address

The State of the Union address by President Clinton called for Congress to
balance the budget and continue to reinvent government. There were few new
initiatives and expensive programs proposed, which reflects the economic and
political reality of the pressure to reduce the size and cost of government. President
Clinton asked the country to rally behind a, “national crusade” to improve education.
(Stout, 1997, p. A20) The President proclaimed, “the greatest step of all, the high
threshold to the future we now must cross, and my number one priority for the next
four years, is to ensure that Americans have the best education in the world.” (Stout,
1997, p. A20) This major initiative can be viewed as an extension of reforms begun
under NPR by the Department of Education. The request to adopt high national
standards and test every fourth grader in reading and every eighth grader in math by
1999, is an example of entrepreneurial government of establishing metrics, Iﬁeasuring
performance and correcting deficiencies. A small proposed increase in funding of
education by 20% to $51 million in the FY 1998 budget is a small increase relative
to previous administration’s attempts to fund major programs. (Stout, 1997, p. A20)
Increased usage of the Internet and electronic education are in accordance with the
NPR goals of empowering the workforce and providing the training required to
improve productivity and performance. This reflects a continued focus on doing more
with less and accepts the fiscal constraints of limited resources to accomplish
Administration goals. The State of the Union address did not discuss defense
measures in great detail. The focus of the administration during a time of relative
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peace is focused more on “butter” than “guns.” This means that there will be no
planned, major expansion in defense spending in the next four years.

3. President Clinton’s FY 1998 Budget

The FY 1998 budget emphasizes the importance of reducing the deficit, the
need to improve education and the political importance of providing a tax cut to the
middle class families earning between $30,000 and $75,000, with children. (Wessel,
1997, p. A1) The budget proposal is a compromise that attempts to balance reduced
government spending and the drive towards a balanced budget, a campaign promise
to reduce middle class taxes, and change government spending to emphasize
productivity enhancing investment in America. The first two objectives received
funding levels to achieve them. However, the proposed level of 1.6% of the Gross
Domestic Product, for investing in productivity is the lowest in 35 years, and
insufficient to substantially increase productivity. (Wessel, 1997, p. Al)

An analysis of the DOD budget of $250.7 billion demonstrates a commitment
to military readiness but, “was a clear message that the budget crunch is getting
worse, not better.” (Ricks, 1997, p. A10) Current plans call for the military to retain
end strength with a small decline in real spending over the next five years, while
increasing weapon systems procurement by about fifty percent. This is the central
issue facing the Quadrennial Defense Review that will report to Congress in the
summer of 1997. The expected “efficiencies that officials have been counting on to
ease the coming squeeze are not reflected in the key Operations and Maintenance
Account, which the spending plan” predicts will remain at $92 billion annually
through fiscal year 2002. (Ricks, 1997, p. A10) Defense Secretary William Cohen
said, “It’s going to be a very hard climb” to increase procurement spending to the
planned levels. (Ricks, 1997, p. A10) The budget proposes reducing the amount of
funding for purchase of new weapons and equipment from $44.1 to $42.6 billion.
However, it is expected that Congress will increase this number by two to five billion
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dollars. The proposed budget reduces procurement spending at a time when multiple
acquisition programs for submarines, ships, aircraft and weapon systems are all
planned. There is not enough money to fully fund all of these programs, but there is
a reluctance to kill programs. Therefore small “cookie cutter cuts” are applied to all
programs. In the past, programs have been “stretched out” over a longer period of
time and production rates decreased to accommodate insufficient funding, this
increases life cycle costs in the long run. Contingency operations and other than war
activities such as Bosnia and Iraq continue to cost more money than expected. The
total bill for Bosnia is estimated at over $6 billion and the Iraq operations at over $3
billion. (Ricks, 1997, p. A10)

In light of the proposed budget, the importance of reinventing DOD becomes
more important and critical to the purchase of new weapon systems. The failure to
incorporate significant savings from reinvention into the Operations and Maintenance
Account has been reflected by a renewed effort from DOD to reduce the overhead
costs of the infrastructure, and the supply and support functions to the war fighters
in order to provide additional funds for weapon procurement. (Newman, 1997, p. 23)

In 1995, “Congress passed a law ordering DOD to reduce its core headquarters staff

by 25 percent within five years, with a 15 percent cut due by October 1, 1997.”
(Newman, 1997, p. 23) DOD expects to achieve a five percent reduction by the
deadline. The fiscal reality of limited financial resources combined with
Congressional oversight of these scarce dollars will force DOD to continue to become
more efficient and effective in allocating resources.

The importance of the work of the reinvention laboratories does not appear to

be decreasing. The progress of NPR laboratories will be discussed in the next

section.
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B. NPR REINVENTION LABORATORIES
Jeffery Goldstein, of the NPR office, described Reinvention Laboratories as

engaged in a “guerilla war” against bureaucratic government at the DOD Reinvention
Laboratory Conference. (Goldstein, 1997) The “envelope of change” is being pushed
by the over 270 Reinvention Laboratories in government. (Goldstein, 1997) Under
the leadership of Vice President Gore, the NPR is attempting to create an entrepre-
neurial atmosphere to unleash the creative power of the federal workers to set the
pace for government; obtain constant improvement; perform better and faster with
fewer resources; think boldly; take risks and encourage others to do the same.
(Goldstein, 1997) Reinvention Laboratories have an opportunity to leverage
reinvention by using the principals of NPR, waivers and outside the box thinking to
accomplish clearly defined goals through win-win solutions. Over 100 organizations
volunteered to become Reinvention Laboratories in 1993. The organizations selected
were front line organizations who work with customers and had, “full and explicit top
management support.” (Goldstein, 1997) Reinvention is a challenging task and
cooperation is not easily obtained by bureaucracies. The major reinvention issues
discovered by the NPR include:

1. The cultural barriers of resistance to new ideas and the requirement to

produce results while fighting old organizational “habits, hearts and
minds.”

2. The absence of measured performance data. GAO noted metrics need
to be created, data obtained and analyzed to document performance
improvements.

3. That waivers are only one reinvention tool and are difficult to obtain.
Many times waivers are not required, but organizations are reluctant to
change internal rules and regulations.

4. Reinvention Laboratories were designed to accelerate change by
receiving funding and waivers. Failure to raise the visibility of the
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reinvention initiatives to obtain top management support will limit the
ability to leverage reinvention throughout an organization.

5. Reinvention Laboratories need to institutionalize change by linking to
other Reinvention Laboratories and agencies to foster change and
incorporation of new ideas throughout government. This is being
accomplished by the increased usage of the Internet and home pages.
(Goldstein, 1997)

According to Goldstein, the most successful Reinvention Laboratories have:

L. Created a sense of urgency.

2. Included top management from the beginning and used them as a
catalyst for change.

3. Defined a meaningful and clear vision for the organization.

4. Communicated the vision, goals and plan of action to everyone often.

5. Identified obstacles to change and found a way to tear them down.

6. Celebrated success and recognized people for their efforts.

7. Continued on the path of change and not declared victory and quit after
reinventing one process.

8. Demonstrated persistence in the face of obstacles. (Goldstein, 1997)

The progress of all NPR Reinvention Laboratories lays the groundwork for an

examination of DOD Reinvention Laboratories.

C. DOD REINVENTION LABORATORIES
It is important to understand what organization in DOD is responsible for the
monitoring the performance of Reinvention Laboratories. In order to better under-

stand the accomplishments of DOD Reinvention Laboratories, an analysis of the
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number, size, type, and progress achieved was performed. Finally, lessons learned
can be gleaned by reviewing specific examples of successful reinvention.

1. Responsible Office

DOD organizations were some of the first considered for designation as a
Reinvention Laboratory. The Office of Performance Improvement and Management
Reengineering within the Office of the Under Secretary of Defense, Comptroller was
assigned as the coordinator of DOD Reinvention Laboratories. This office organized
and conducted the first DOD Reinvention Laboratories Symposium. This office
placed the DOD NPR on the World Wide Web under the following address:
http://www.dtic.dla.mil/npr/. Initially, a list of Reinvention Laboratories, NPR points
of contact, waiver information and a list of Hammer Award recipients is available.
The goal is to expand this information to include success stories and lessons learned
from Reinvention Laboratories. (Foster, 1997)

2. Number of DOD Reinvention Laboratories

The Defense Performance Review Reinvention Laboratories Summary listed
88 Reinvention Laboratories and the Reinventing the Department of Defense
September 1996 described 225 successful applications of entrepreneurial government.
(DOD, 1996) The number of Reinvention Laboratories changes as new organizations
are designated as Reinvention Laboratories. The Office of Performance Improvement
and Management Reengineering Home Page contains the latest list of Reinvention
Laboratories on the Internet under http://www.dtic.dla.mil/npr/. Table IV indicates
the Reinvention Laboratories by DOD organization as of January 31, 1997.
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Table IV. DOD Reinvention Laboratories by Organization (DOD, 1996)

Organization Number of Number of Specific
Reinvention Laboratories Success Stores (Note 1)
Air Force 7 37
Army 22 34
Navy 14 8
Marine Corps 12 5
Central Imagery Office 1 5
Defense Finance and 4 10

Accounting Service

Defense Investigative Service 1 0
Defense Intelligence Agency 0 2
Defense Logistic Agency 18 46
National Security Agency 6 5
DOD (Note 2) 3 6
Corps of Engineers 0 37
Defense Contract Audit 0 7
Agency
Defense Commissary Agency 0 6
Defense Advanced Research 0 1
Projects Agency
Defense Mapping Agency _0 3
Total 88 225

Note 1: Specific success stories were published for activities from many organizations that
were not listed as Reinvention Laboratories in the Defense Performance Review
Reinvention Laboratories Summary.

Note 2: DOD Science and Technology Laboratories includes 26 sites. (1 DOD, 5 USAF,
15 USA and 5 USN) (DOD, 1996)
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The summary of Reinvention Laboratories provided information concerning

the objectives, metrics and progress of the various organizations in achieving goals.
This report did not mention dollar savings for the majority of these initiatives and
there were numerous areas with “no progress” comments published. (DOD, 1996)
This was an interim progress report and further information was scheduled to be
provided at the Reinvention Laboratories Symposium. The Reinventing the
Department of Defense September 1996 described some success stories in greater
detail than the NPR. The information provided insight into single specific
accomplishments and some systematic changes. There was no discussion of the
barriers encountered and the obstacles overcome by Reinvention Laboratories.

3. Size of DOD Reinvention Laboratories

A classification by size of the DOD Reinvention Laboratories listed in the

Defense Performance Review Reinvention Laboratories Summary is shown below:

Table V. Reinvention Laboratories by Size (DOD, 1996)

Organization Total Small Medium  Large
Air Force 7 3 1 3
Army 22 11 4 7
Navy ' 14 3 8 3
Marine Corps 12 2 10 0
Central Imagery Office 1 0 0 1
Defense Finance and 4 0 2 2

Accounting Service

Defense Investigative Service 1 0 0 1
Defense Logistic Agency 18 0 6 12
National Security Agency 6 6 0 0
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Table V (Continued)

Organization Total Small Medium  Large
DOD ' 3 2 1 0
Defense Contract Audit 0 0 0 0
Agency (Note 1)
Total 88 27 32 29
Percentage 31% 36% 33%

Note 1: A joint DLA and DCAA Reducing Oversight Costs Reinvention Laboratory was
counted in the DLA total. (DOD, 1996)

The subdivisions in Table V were made from evaluating the size of the
Reinvention Laboratories. Organizations across bases were counted as large
organizations. Most bases were counted as medium size organizations. Smaller units
located on a base were assigned a small size designation. Those organizations that
were not listed as specific Reinvention Laboratories were not included in the
classification process.

4. Functional Classification of DOD Reinvention Laboratories

DOD Reinvention Laboratories were assigned into the functional areas of
combat; logistics; contracting; acquisition; financial management; electronic informa-
tion technology; Research, Development, Testing and Evaluation (RDT&E); human
resources; education and training and administrative support services. The breakout

of these categories is shown below in Table VI:
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Table VI.  Reinvention Laboratories by Functional Classification

(DOD, 1996)
Function Total USA USAF USN USMC DLA Other
(Note 1)

Combat 3 2 0 0 1 0 0
Logistics 21 2 3 3 2 10 1
Contracting 5 0 0 0 0 4 1
Acquisition 5 3 0 2 0 0 0
Financial Management 2 0 0 0 0 0 2
Electronic Information 4 0 2 0 0 2 0

Technology
RDT&E 2 2 0 0 0 0 0
Human Resources 7 5 0 1 0 0 1
Education & Training 2 0 2 0 0 1
Administrative Support 34 6 2 _6 9 2 9

Total 88 22 7 14 12 18 15

Note 1: The other group includes all of the smaller DOD agencies and organizations.

The functional categories by percent is presented below in Table VII:

Table VII. Reinvention Laboratories by Functional Classification in
Percent Format (DOD, 1996)

In Percent (Note 1)
Function Total USA USAF USN USMC DLA  Other
(Note 2)
Combat 3 67 0 0 33 0 0
Logistics 24 9.5 14 14 95 48 5
Contracting 6 0 0 0 0 80 20
Acquisition 6 60 0 40 0 0 0
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Table VII (Continued)

In Percent (Note 1)
Function Total USA USAF USN USMC DLA  Other
(Note 2)
Financial Management 2 0 0 - 0 0 0 100
Electronic Information 4 0 50 0 0 50 0
Technology
RDT&E _ 2 100 0 0 0 0 0
Human Resources 8 72 0 14 0 0 14
Education & Training 6 40 0 40 0 0 10
Administrative Support 39 18 6 18 26 6 26

Note 1: The total column is the percent of each category. The row data is the percent of the
total number of the function by service. (DOD, 1996)

Note 2: The other group includes all of the smaller DOD agencies and organizations.

The largest number of Reinvention Laboratories was in the Administrative
Support area. This group included 34 laboratories, which totaled 39% of all of the
laboratories. These organizations vary in size and support every type of unit from a
command to an entire service. The second largest group is the logistics organizations,
which numbered 21 laboratories and was 24% of all laboratories.

5. Progress of DOD Reinvention Laboratories

The division of Reinvention Laboratories into areas of progress towards
reinvention using the information from the Defense Performance Review Reinvention
Laboratories Summary, the Reinventing the Department of Defense September 1996,

and the Reinvention Laboratories Symposium is shown below:
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Table VIII. Reinvention Laboratories Levels of Progress (DOD, 1996)

In Some Significant

Organization Total Progress Progress Progress
Air Force 7 1 3 3
Army 22 11 3 8
Navy 14 8 5 1
Marine Corps 12 7 2 3
Central Imagery Office 1 0 0 1
Defense Finance and 4 3 0 1

Accounting Service
Defense Investigative Service 1 1 0 0
Defense Logistic Agency 18 0 4 14
National Security Agency 6 3 0 3
DOD 3 0 1 2
Defense Contract Audit Agency 0 0 0 0
(Note 1)

Totals 88 34 18 36

Percentage 39% 20% 41%

Note I: A joint DLA and DCAA Reducing Oversight Costs Reinvention Laboratory
was counted in the DLA total. (DOD, 1996)

The categories above in Table VIII, are based upon the level of progress
reported by the Reinvention Laboratories in the Defense Performance Review
Reinvention Laboratories Summary, the Reinventing the Department of Defense
September 1996, and the Reinvention Laboratories Symposium. Organizations that
were in the initial phases of reinvention based upon results and not time were
assigned the category of In Progress. A rating of Some Progress was given to

organizations that demonstrated a plan with initial results coming from reinvention
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efforts. Organizations that documented progress towards incorporating entrepre-
neurial government by performance improvements were listed as achieving Signifi-

cant Progress.
Representatives from several DOD Reinvention Laboratories briefed the DOD

Reinvention Laboratories Conference about some of the significant accomplishments

in a variety of areas.

D. DOD REINVENTION LABORATORIES ACTIVITIES

The Reinvention Laboratories Symposium offered an opportunity to gather
data on some of the Reinvention Laboratories that have experienced success through
formal briefings and those that have not been successful through breakout meetings.
The achievements of reinvention in the areas of travel, training support, food supplies,
process improvement, wood and paper recycling, medical supplies, milk and office
supplies in Korea, electronic financial transactions, and education and training are
discussed in the following sections.

1. DOD Travel Reengineering

Karen Alderman, Director of Travel Reengineering, Office of the Under
Secretary of Defense (Comptroller) briefed the progress in creating a new temporary
duty travel system for all of DOD. A task force was created in June 1994 to improve
service, meet operational requirements and reduce the cost to government. Alderman
said political interest was increased when a senior military officer commented that the
government spent $2.3 billion to oversee a $2 billion travel system. The accuracy of
this statement was never proven, however, the effect was to create a strong desire to
reengineer the 40 separate travel systems into a single system. Alderman commented
that the current systems have $3.5 billion in direct costs and about 15-30% overhead
expense to operate. The travel process is characterized as expensive and not mission
or customer focused. The system is not integrated and is built upon compliance

principles and the philosophy that everyone cheats. (Alderman, 1997)
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It does not incorporate best commercial practices. A comparison with the

private sector revealed:

Table IX. Comparison of DOD Travel to Commercial Travel
Standards (Alderman, 1997, p. 6)

Function Private DOD
Travel Policy CONRAIL: 19 pages  Regulations: 230 pages
Marriott: 13 pages
Travel Authorization Procedures 2-4 steps 17+ steps
Commercial Travel Offices 1 Stop Shop Multiple Sources
Usage of Corporate Credit Card 100% 16%
Random Audit Exceptions 100%
Reimbursement 2-5 days 15 days
Administrative Cost/Direct Cost 5-6% 15-30%

These numbers are based upon the data the task force analyzed. Furthermore, the
private sector numbers were the best in the industry and designed to be a goal for
DOD to meet or exceed. DOD established a program management office and directed
that a seamless, paperless system be created in 90 days. (Alderman, 1997) There was
a high level of DOD commitment from Deputy Secretary of Defense John Deutch.
A philosophy change occurred that assumed travelers were honest. Additionally,
commercial practices, one stop shopping, simple and clear rules, and supervisory
control of the budget were established. Travelers kept receipts vice the government
and the approval process was limited to one piece of paper.

Multiple organizations were responsible for the changes and key partnerships
were formed with organizations such as IRS, GAO, GSA, the Services and Congress

to rewrite regulations and make legislative changes to the lodging, telephone and fire
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safety requirements in 1997. Electronic Funds Transfer (EFT), standard use of the
DOD travel card and random audits were incorporated. A pilot study involving 27
sites and 50,000 travelers from all of the Services and many Defense Agencies was

completed. Data from 10 pilot sites is shown below:

Table X. Preliminary Results of 10 Travel Pilot Sites (Alderman, 1997)

Preliminary Results:

Labor Cost/Transaction 65% Decrease

Cycle Time 31% Reduction

The cost to process a transaction before the changes was determined to be $103 per
transaction. This was divided into $66 for the processor and $37 for the traveler.
These numbers are based upon a decentralized noncommercial system. After the 10
site pilot study, the cost was reduced to $34 per travel transaction. This was divided
into $17 each for the processor and traveler. The cycle time was reduced from 11
days to 7 days. These numbers are significant improvements from the old travel
system.

The data for satisfaction with the new system based upon 17 pilot sites 1is
shown below:

Table XI. Customer Responses from 17 Travel Pilot Test
Sites (Alderman, 1997)

Customer Satisfaction Averages (Authorizing Officials and Travelers): (Note 1)
Travel System judged fair and equitable 160% Increase

Understandable Rules and Reduced Administrative Burden 142% Increase

Quick Payment of Travel Vouchers 232% Increase
Sound System of Internal Controls (Authorizing Officials 157% Increase
Only)

Note 1: This information is the opinion of the personnel involved.
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The major lessons learned were that there are serious time batriers to overcome
such as electronic signature; the leadership, cultural, training changes; validation
procedures; electronic connectivity issues of compatible equipment; contracting
requirements; industry capabilities; charge card accountability and feedback and
communication systems. The Secretary of Defense directed some organizations such
as DFAS to make the appropriate changes even though DFAS did not want to change
their current payment system. The initial success has accelerated the pressure to
implement the system rapidly. The pilot test will be completed in March 1997. A
report is due to Congress in June 1997 and the first regional contract is due in the fall
of 1997. Future planned activities include permanent change of station travel and
including the National Guard and Reserve Forces in the nmew travel system.
(Alderman, 1997)

2. Training Support Reinvention

Joe Harris, from the USA Forces Command (FORSCOM), presented
information on innovative changes to the traditional training support given to the
twelve continental Army Forts. The goal was to provide the increased support
services customers desired at reduced costs with reduced total assets. (Harris, 1997)
Divesting, consolidation, outsourcing, leveraging technology and smart business
practices were the tools used to reduce overhead and provide support on demand.

The traditional method of providing support was for each fort to have all the
functions located on the base, and the tenant commands would request services as
required. For example, audio visual equipment valued at over $3,000 dollars was
centrally located and loaned to customers as required. This was an administrative
burden to both the training support and customer. This system required personnel to
track and monitor all of the equipment and was effective. However, over the years
it had become unrealistic and too costly to continue. A video tape costs less than a

dollar, but DOD policy prohibited just giving training tapes to commands without
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making sure they were returned. A waiver was received in order to send training
video tapes and not have the commands return them. FORSCOM changed the
philosophy of accountability to a decentralized environment that provided equipment
up to $25,000 dollars in value to the activities and let them manage it. The result was
a divesting of audio visual equipment to the tenant commands and television
production and production of training devices to U.S. Army Training & Doctrine
Command (TRADOC). (Harris, 1997)

The second phase of restructuring involved consolidation and outsourcing of
functions. Regional electronic libraries were established. Centers of excellence were
created by concentrating functions at one site such as TRADOC for training devices.
A multifunctional organization was created that performed all photography, graphics
and television support. Overhead was reduced by eliminating unnecessary duplicate
functions. The plan was to provide primary services and then outsource for surge
capability. This required fewer people and resources the majority of the time and
therefore reduced costs. Painting signs on bases was outsourced from government
employees to local painting companies. The chemical processing for photography
was outsourced to local commercial activities. (Harris, 1997)

Smart business practices included an agreement to let Compact Disk Read
Only Memory (CD ROM) technology be used without issuing written manuals
containing the same information. One barrier to reinvention was the Army require-
ment for a full length uniform 4x10 inch black and white photo. These cost 35 cents
each to produce. The average cycle time involved taking a picture and two weeks
later reviewing it to see if it was satisfactory. Then the picture was mailed to U.S.
Army Personnel Command (PERSCOM) and electronically scanned into the micro-
fiche records. This was one of the most important pictures in the Army because it is

designed to show the “drape of the uniform” and was viewed by every promotion
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board to ensure that people did not appear to be overweight. This picture was
difficult to take digitally. (Harris, 1997)

Every training center experimented with ways to achieve the goal of the

customer using digital film. The best result was a three-fourths length photo using an
old masters background that was electronically displayed to the Chief of Staff of the
Army. He liked the electronic photograph and had the regulation changed to accept
this new picture. The result was a reduction from several weeks to have a picture
taken and put into a format ready to add to a record to a few minutes. The pictures
are ready for review in ten minutes and, once accepted by the individuals, they are
electronically sent to PERSCOM. (Harris, 1997) This reduction in cycle time saved
money and time.

The result of all these actions was to eliminate 22% of the people who had
performed training support. Office and warehouse space on each command was
reduced and state of the art facilities were available to all organizations. The cost per
item of such tasks as photography was reduced due to the usage of new technology,
outsourcing and consolidation. The people were not taken off the pay roll. They
were reassigned by the garrison commanders to fill other jobs that had not been
supported previously. Fewer soldiers were being used to perform support functions
that could be done more efficiently by using other resources. The training support
functions have become more efficient and cost effective; however, there was no
system established to capture and quantify all of these savings. (Harris, 1997)

3. Prime Vendor Delivery of Supplies

Mae DeVincentis, from the Defense Personnel Support Center (DPSC),
presented information about the Prime Vendor delivery of supplies initiative that DLA
has instituted. DPSC gross sales in 1996 were $3,193.3 million, which would place
it as number 341 of the top Fortune 500 companies in America. (DeVincentis, 1997,
p. 4) Subsistence supplies accounted for $1,107.2 million of this total. The General
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Accounting Office (GAO) issued a report on June 4, 1993 that “recommended the
Secretary of Defense direct all four Services and DLA to conduct a demonstration
project using commercial food distributors (Prime Vendors) to provide direct delivery
of food to military dining facilities in the continental U.S.” (DPSC, 1996, p. 1) The
Deputy Under Secretary of Defense (Logistics) (DUSD(L)) issued a memorandum on
August 16, 1993 to the military department Secretaries and the Director, DLA
requesting that a Joint Task Group (JTG) be formed to perform a demonstration
project. The JTG chose to conduct the demonstration project in the four-state area
of South Carolina, Georgia, Florida and Alabama because this area included dining
facilities from all four services in both metropolitan and remote areas. This project
represents a paradigm shift from the existing DOD subsistence supply system. The
four services have different systems. DeVincentis said DPSC bad to develop a unique
interface for each service and coordinate payment to the vendor for each service.
(DeVincentis, 1997)

The Prime Vendor program used commefcial products, commercial business
practices ‘and emerging technologies. Long-term price, product, and distribution
contracts with suppliers of various goods were made using electronic commerce.
(DeVincentis, 1997) The Subsistence Total Order and Receipt Electronic System
(STORES) is a multiple vendor and product line ordering system done using
electronic data interchange that uses a facsimile backup transition to order products
from electronic catalogs and lists. (DPSC, 1997, p. 2) Delivery is provided within
48 hours to the ordering galley and multiple orders per day can be made. Commercial
off- the-shelf products vice food made to military specifications is provided to bases.

DeVincentis said a 1-2% fee for Prime Vendor is charged instead of the
previous 11-20% surcharge. The requirement to order food several weeks in advance
is eliminated and the requirement to have a large local inventory is eliminated. The
direct delivery program enables the reduction of intermediate supply points and their
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associated inventories. These supply points normally held between 30 to 60 days of
semi-perishable and frozen food, fresh fruits and vegetables. (DPSC, 1996 p. 2) The
requirement to make large economic order quantities to receive the best price is
eliminated. Customers do not receive food that is issued past the expiration date and
which then has to be certified as edible. The International Food Service Distributors
Association statistics indicate commercial vendors inventory turnover rate of semi-
perishable items is thirteen times a year compared to a DOD rate of once a year.
(DPSC, 1996, p. 3) The dining facility can refuse delivery on the spot of any unsatis-
factory or nonordered items. The delivery agent assists in resolving these problems.
This increases customer satisfaction, as opposed to the traditional bureaucratic
TESpOnSe.

The D.A. Operations Research Office (DOOR) performed a cost analysis of
the Prime Vendor program during the demonstration phase. A “market basket” of
goods valued at $10 million, which was approximately 25% of total sales was
selected. (DPSC, 1996, p. 4) This value is the procurement cost DPSC would have
paid under the traditional system to purchase and distribute these items. These costs
include “transportation costs, D.A. depot operating costs, DPSC and Defense Subsis-
tence Office (DSO) operating costs, DFAS financial services, and end user infrastruc-
ture (e.g., warehouses, subsistence personnel, support equipment) at individual
military installations.” (DPSC, 1996 p. 4) Prime Vendor replaces transportation and
depot costs with a fee.

Because the demonstration was a test, no facilities were allowed to be closed
or personnel displaced. However, there are definite savings that will be achieved in
this area. End user support, DPSC and DSO costs and DFAS financial services costs
were artificially declared equal under both systems. However, in reality this is not
the case and the report acknowledges that there would be personnel reductions and

cost savings. Under these constraints the costs of Prime Vendor exceeded DOD costs
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during the demonstration. An estimated break even point of about $2000K dollars
was determined by accounting for reductions in DOD infrastructure. (DPSC, 1996,
p. 4) These reductions would include “closing or reducing end user subsistence
facilities, reducing the numbers of subsistence support personnel, and reducing
support equipment.” (DPSC, 1996, p. 5) Despite the initial constraints some
infrastructure savings were actually achieved by reducing personnel from 157 to 103
with payroll and benefit savings of $1.4 million. Warehouse usage decreased by the

following amounts:

Table XII. Decreased Warehouse Usage Due to Prime Vendor
Initiative (DPSC, 1996, p. 5)

Location Square Feet Reduced
Fort Benning 44,000
Fort Jackson 34,000
Parris Island 40,000
Naval Station Mayport 26,000

The requirement for cold storage and associated utility costs were reduced.

The basic cost of food was determined to be higher because name brands vice
generic brands were bought. However, longer term contracts of higher volume will
reduce this difference when the Prime Vendor program is expanded to the Continental
United States. Other savings identified include a one time savings from reduction in
DOD food inventories. It was estimated that the inventory reduction savings for the
four state area was over $18 million and the annual carrying cost savings were
$700,000 per year. Military construction funds to build, modernize and maintain
existing subsistence facilities will be reduced by an undetermined amount. Prime

Vendor contracts require sharing of rebates between the vendors and government.
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These savings amounted to over $500,000 during the demonstration which equaled
a 1.6% rebate. These savings will offset the DOD overhead to manage Prime Vendor.
(DPSC, 1996, p. 6)

DeVincentis stated that in the middle of the test during 1994 Congress was
satisfied with the performance of the Prime Vendor program and directed the
expansion to the rest of the Continental facilities. Currently there are multiple
vendors being used and the entire Continental U.S. is using Prime Vendor. A web
site exists for DPSC: www.dpsc.dla.mil. Prime Vendor does not currently cover
Meals, Ready to Eat (MREs) and other combat rations or overseas units food
supplies. The DON has 25 unique food items that DPSC continues to provide.
(DeVincentis, 1997)

4. Air Force Action Workout

Senior Master Sergeant Dave Griffin, Air Combat Command Quality
Insurance, Langley AFB, Virginia, discussed the Air Force “Action Workout...an
Accelerator to Continuous Improvement” program. Action Workout is a part of the
continuous improvement process the Air Force has been emphasizing under Total
Quality Management. Air Combat Command sought expertise from private industry
corporations like General Electric and Pratt and Whitney concerning process
improvement. Commercial ideas such as pull vs push production; reduction of work
in process inventory; production leveling; improving processes; optimizing production
layout; reduction of defect rates and visual control techniques are translated into the
Air Force work spaces. The goals of Action Workout are to reduce cycle time,
improve quality and improve job enrichment. Reduction of cycle times focuses on
systematically eliminating waste, reducing man hours and reducing floor space to
increase productivity. Waste was described as rework, overproduction, transporta-
tion and conveyance, inventory, unnecessary motion, unnecessary processing and

waiting. (Strader, 1996, p. 4) Simplifying processes, procedures and machinery
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combined with establishing visible control mechanisms are used to improve quality.
Job enrichment is provided by an opportunity for direct input to improving command
performance, multiple skill development and creation of a safer work area. (Griffin,
1997)

Action Workout is a top down initiative and every Air Combat Command
organization has been directed to have a site visit by the end of 1997. The general in
charge stresses a “do it now” approach. The Action Workout team of 8-10 people
conducts site visits to work with the process owners and operators to restructure,
reengineer and rethink the way work is done to eliminate non value added work. This
consultant team uses corporate people as required and has the support of each local
senior commander, who is made part of the process during the site visit. Senior
Commanders are briefed at the beginning, daily and at an out briefing and participate
in follow on action planning. Changes are made on the spot to implement
improvements in order to quantify and analyze the results. The critical path is
identified and non value added steps are eliminated. Video cameras are used to
record normal activities and film is analyzed to identify areas to improve the process.
The multifunctional team has the appropriate specialties such as management,
maintenance, engineering, human resources and administration necessary to make
empowered decisions to change processes on the spot. A “sacred” process is

followed that includes:

1. Need identification.

2. Site visit and preparatory work.
3. Unit preparation and data review (2-3 weeks).
4. Action Workout team on site for 1 week (Senior Commander briefed

every day at 1600).

5. Follow on action planning. (Griffin, 1997)
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At McDill AFB the physical examination process was evaluated by the Action
Workout team. A comparison of the before and after time and distance requirements

is shown below:

Table XIII. McDill AFB Action Workout Team Results
(Strader, 1997, pp. 9-10)

Function Pre Action Workout  Post Action Workout
Physical scheduling process 180 minutes 35 minutes
Administrative cycle time 140 minutes 20 minutes

Exam results average cycle time 120 days 1 day

Process steps 19 9

Patient movement distance 1000 feet 100 feet

Additional travel on average 3.5 milesx 2 None (same day results)
(To review and pick up results)

A similar analysis of the B-1B lubrication and service process produced the

following:
Table XIV. B-1B Action Workout Team Results
(Strader, 1997, pp. 6-8)
Function Pre Action Workout  Post Action Workout
Distance traveled conducting 2.8 miles 0.2 miles
service
Maintenance hours required 96 hours 48 hours
Process changes Excess unneeded steps Heat exchanger flushing no
longer required
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These represent significant reductions in the cycle times to perform functions.
There were no specific financial cost savings data provided. However, it is clear that
savings were accomplished in time and elimination of wasted human and material

resources. Personnel were assigned to perform other work that had not been

previously accomplished.

5. Closed Loop Wood Recycling

Jerry Clemens, Special Operations Logistics Division, Defense Distribution
Depot, Susquehanna (DDSP), Pennsylvania, DLA, briefed the prototype closed loop
pallet reclamation, and wood and fiberboard recycling program. DDSP operates at
both New Cumberland and Mechanicsburg. DDSP received a Hammer Award at the
Reinvention Laboratories Conference-on Friday, January 31, 1997 and had previously
been recognized with the White House Closed Loop Award for 1996. (Foster, 1997)
These two sites are 9 miles apart and process more than 750,000 cost orders per
month and 20,000 customer orders per day from over $4 billion supplies in inventory.
(Clemens, 1997, p. 4) Faced with potential fines in violation of Executive Order
12873 in the summer of 1993 and excessive disposal costs, DDSP directed a review
of current disposal of solid waste procedures. Initial goals of “reducing costs,
protecting the environment, and eliminating the purchase of virgin timber” were
established. (Clemens, 1997, p. 1)

DDSP disposed of pallets, crates and scrap lumber into landfills and
incinerators. At one point the disposal cost “reached a high of $1,200 per day, not
taking into account expenses for equipment and labor.” (Clemens, 1997, p. 1) The

solid waste stream and costs are presented below:
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Table XV. Defense Distribution Depot, Susquehanna, Pennsylvania,
Solid Waste Stream and Costs (Clemens, 1997, p. 12)

Item Amount or Cost (per vear)
Tons to Landfill 48,000 tons
Wood waste 40,000 tons
Cost to dispose of waste $2.4 million
Cost to dispose of wood waste $2.0 million

The cost associated with the materials used to transport and package supplies is given

below:
Table XVI. Defense Distribution Depot, Susquehanna,

Pennsylvania, Material Costs to Transport and
Package Supplies (Clemens, 1997, p. 13)

Item Cost (per vear)

Pallets $2.9 million

Dimension lumber (Board Feet) $0.6 million

Packaging materials $2.9 million

Total $6.4 million

After analyzing the data, targets of opportunity for cost savings were identified as:

1. Pallets cost $3.00 each for a total cost of $3 million per year.

2. Dimension lumber costs were increasing 50 to 60 cents per board foot.
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3. Cardboard shipping containers cost almost as much as the cost of the
items being shipped. (Clemens, 1997, p. 13)

DDSP employees and management identified the following potential savings:

Table XVIIL Defense Distribution Depot, Susquehanna, Pennsylvania,
Potential Cost Savings (Clemens, 1997, p. 14)

Item Cost Savings (per year)
Landfill cost avoidance $2.0 million
Pallets $2.9 million
Dimension lumber $0.6 million
Packaging materials $2.9 million
Total $8.4 million

The potential cost savings for pallets, dimension lumber and packaging
materials must be viewed as ultimate limits. These savings imply 100% recycling
savings. While these savings may be obtainable for a short period of time,
realistically replacement materials will be required over the long run to replace pallets
and packaging material that are damaged beyond repair. DDSP conducted a study of
commercial practices to understand what Georgia Pacific Corporation, International
Paper Company and Stone Container Corporation did with solid waste and to
determine what metrics to benchmark against. (Clemens, 1997, p. 68) Partnerships
were established to bring the best practices to the government processes. Commercial
wood recyclers were visited to observe operations. An analysis of commercial

industry practices revealed:
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L. Over $5.5 billion per year in new pallet sales.

2. Over 600 million new pallets produced per year.

3. Over 65 million pallets received for recycling.
a. 15% of all pallets were sorted and reused.
b. 62% of all pallets were repaired and reused.

c. 14% off all pallets were cut down and 82% of the parts were
reused.

d. Less than 10% of remaining waste was turned into mulch and
fuel by a grinding and chopping process.

4. 1 Billion board feet of lumber is used to make pallets, of which 912
million board feet is reused. (Clemens, 1997, pp. 16-17)

A waiver to sell pallets was requested to avoid the requirement for the Defense
Reutilization Management Office (DRMO) to sell excess government property.
(Clemens, 1997) This process took six months and required numerous debates
between the contracts and legal departments before the Depot Commander made a
decision to do it.

The Grocery Manufacturers’ Association pallets are “graded into good,
repairable, or cut-down using the marketplace standards.” (Clemens, 1997, p. 20)
Pallets were manually sorted into different grades of quality. Government pallets are
48 inches wide and commercial pallets are 40 inches wide. New pallets cost about
$8.25 per pallet. The recycled pallets were sold for as high as $4.51 per pallet. After
less than six months $350,000 in r