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CUU fINA TilU PROJECT 

THE ACQUISITION PiWCESS FOR 

MAJOR DEFENSE SYS TE-15 

BY 

STEVDI M. FREER 
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Culminating Pr oject . 



On April 5, 1976, the Di.r ector , Office ~f Manage,ent and Budget 

(CMB) and t he adm.nistrat or , Office of Federal Pr ocure~ent Policy(OFPP) , 

issued a new policy f or the acquisition of niajor syste, s bv all execu­

tive branch agencies . This ne-.., policy was i mplement ed through CMB 

Circular No . A-109 . This circular was intended t o effect reforrns 

that will reduce cost over r uns and diminish the controver sy on 

whether or not new· systems are needed. 

FrQn a budget standpoint this policy gover ns t he acnuisi tion of 

hundreds of billions of dollars of future ,naj or systems needs . The 

agencies may as pr ovided by 0MB Circular A-1O9 , prescribe additional 

criteria f or determining which agency or ogr ams are t o be classifi ed 

as -naj or systems . 

CMB Circular A- 1O9 r equir es : 

1. Top level manar e,nent attenti on t o the determination of 

agency mission needs and goals . 

2 . An integr ated systemat ic apor oach f or establishing mission 

needs , budgeting , contr acting and managi ng pr ogr ams . 

3 . Early dir ection of research and development efforts t o 

s atisfy mission needs and goals . 

4. Impr oved opportunities f or innovative orivate sector c-,ntribu-

tions t o national needs . 

5. Avoi dance of pr emature commitments t o full scale devel opment 

and pr oduction. 



6. Early communication with Congress in t he acouisi tion or ocess 

by r elati ng maj or system acquisi t i ons t o agency mission needs and 

goals . 

Circular A-109 specif i es certain key decisi ons and outlines the 

logical seouence of act ivit i es i n t he major system acouisition pr ocess. 

Circular A-109 defines ma jor system as , "A combination of elements 

that will f unct i on t ogether t o pr oduce t he capabilities r equir ed t o 

fulfi ll a riussion need. The ele'llent may i nclude , f or example , hard­

ware, property , equip, ent , s oftware, construction or ot her i 1pr ove­

ments or r eal pr operty . Major system acquisition pr ogr ams are t hose 

pr ogr a'Tls that : 

1 . Are dir ect ed at and critical t o fulfilling an agency 111issi on. 

2 . Entail t he allocati on of relatively large resources . 

3 . i'farrant special 11anage,ent attenti on.1 

MAJ OR S 'iS ffl.i ACQUISITI ON CYCLE 

Each major system acquisiti on program has its own uni1ue 

features ; no two are i dentical . Differences in time , cost , t ech­

nology, managenent , and contracting approach must be r ecognized. 

Despi te t he differ ences , the basic acquisi t i on pr ocess i s common 

t o all pr ogr ams. Fi gure A i llustr ates t he basic cycle or pr ocess 

1office of Management and Budget Ci r cular A-109. 

- 2-



HISSI ON 

ANAL1SIS 

FIGURE A 

Eval uation &. 
Recognition of 
Needs i n Control 
of Agengy ~ss­
i .:,n ,Resources 
and Priorities 

DEPLOYMENT 
and 

OPERATION 
MAJOR SYSTE2<15 ACQJISITION C'iCLE 

PRODUCTION 

-3-

scale 
evelopment , 

Test and 
Evaluation 



with the boxes describing the tyoes of activities involved, and the 

nu~ber ed circles depicting the major decision points requiring agency 

head approval . 

The principal activities in the major system acouisition or ocess <-trc. 

iterative . As -nore knowledge of needs , alternative solutions , actual 

capabilities , r es ources and priorities are acquired, so,e steps in 

the overall major syste'"Tls cycl e may be r epeated or changed as necessary 

t o per ,nit decisions t o be made in a t ot al system context . 

A. MISSI ON ANALYSIS . 

Each agency has one or mor e nati onal mi ssion responsibilities . 

Agency missions are defined by the Canptroller Gener al ? f the United 

Stat es as , "Those r esponsibilities f or meeting national needs 

assigned t o a s pecific agency . Agency missions are expr essed in 

ter , s of the purpose t o be s erved by the orogr a,s authorized t o 

carry out functions or subfunctions which, by l aw, are the r esr,l')n­

sibility of t hat agency and its co,ponent or ganizat i ons'~2 

The Budget and Accounting Act of 1974 further stipulates , "The 

budget shall contain a pr esentation of budget authority , or ooosed 

budget authority , outla75 , pr oposed outla·s , and descriptive 

information in ter'lls of •. . 

1 . A detailed structure of national needs which shall be used 

2iruc3getary Definiti ons, Cc,ptroller Gener al of t he United Stat es , 
Nov., 1975. 
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to reference all agency missions and pr ogr ams; 

2 . Agency missi ons and 

J . Basic Pr ogra'7s."3 

To the extent practicable, each agency shall furnish inftJrmation 

in support of its budget r enuests in accor dance with its assi gned 

-dssi ons in t ens of Federal functions and subfunctions , including 

mission , r esponsi bilities of co-nponent or gani zati ons , and shall 

r elate its pr ogra, s t o agency missi ons . 

0MB Circular No. A-109 r equires a continuing analysis of current 

and f or ecasted mssi on capabilities , t echnol ogical opoortunities , 

overall priorities and r esources which are involved. When t he an­

alysis identifies a deficiency i n existing agency capabilities or 

an opportunity t o establish new capabilities in r esponse t o a t ech­

nol ogically f easible opportunity , this wi ll be f or 1ally set f orth in 

a "missi on element need statement". A mission ele"'lent need stat ement 

(MENS) is a statement pr epared by a Department of Defense component 

t o i dentify and support the need f or a new or impr oved mission cap­

abilit y . The missi on need can be t he r esult of a pr ojected def­

iciency or obsolesence i n existing systens , a technol ogical op~or ­

tunit y t o r educe operating cost .4 

3B\ldsi;et and Accounti ng Act , 1974. 

4John L. Farmsworth, Farnsworth Procurement Dictinnary, Sun 
Valley, California, 110300 Contlay St . , 1960. 
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The Mission Element Need State:nent is submi tted t o the agency 

head f or approval . Once appr oved, t he agency components can oove 

directly f or-.,,ard with the c onfidence of t heir need being r ecognized . 

This need is t hen usually c omlllUilicated t o Congr ess t o consider t he 

major needs of all agencies and the decision t o initiat@ ne- acqui­

sition pr ograms on a coT1parative basis . The primary objective her e 

is t o have any issues requiring debat e b~ Congr ess r egarding needs 

occur early in t he majors stem acouisition pr oc ess bef '.>r e t he 

corninitment of major r esources and selection of s oluti ons . 

Appr oval of the mission need starts the ~ajor s~stem acquisition 

process by granting authority t o explor e alter native systen design 

concepts . 'Ibis approval and the establish ,ent of a syste~ acouisition 

pr ogram does not auto11atically mean that a ne,., ma j or s ""St e- will 

event uall - be acquir ed . This is r-ier e dr eaming ! With an anproved 

need, designated agency components may continue t o anah·ze ot her 

optional means of satisfying the need in parallel ,Ii.th the ex:nlor­

ation of alternative s:,st e, s ,,hich may, as development ur oceeds , 

pr ove unacceptable. In Department of Defense f 0r exa:nple, the 

missi on need may best be s atisfied by a change i n doctrine, by 

deployment of additional per s onnel , by modi f ication of existi ng 

equip1ent , by pr ocure1nent of additional egui ment alr eady in nr 

duction, by training, or by a new major s ,stem acquisition effort , 

t o na-:1e but a few . 
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B. EVALUATION AND RECONCILIATION OF NEEil3 IN CONTEX OF AGENCY MISSI Ol~, 
RESaJRCES AND PRI ORI TilS . 

An evaluation of t he opt i ons, including t he alternative system 

design concept s , pr ovides t he basis f or subsequent key decisions in 

t he maj or acquisition pr ocess . 

Bef ore discussing t he explor ati on of alt ernative syste7s desi gn 

concepts , let me enlight en you a l ittle on the r ogr a, manager and 

some of his r esponsibi l ities and duti es . Y~u should discuss all 

.aj ar concepts wit h t he pr ogr a n manager and f i nd what his ma jor 

accuisit i on strategy is . The pr ogra~ manager 's r ol e , t he acquisi t i on 

str at egy and the ensuing syst e~ accuisition plan enco1pass the entire 

s ·st em acquisition process . 

A pr ogr am manager should be designated f or each , ajor syst e, 

acquisit i on prograin as soon as possible af'ter t he m.ssion need 

decision t o expl or e alternative svste, design concepts . 

Progr ao obj ect i ves are developed that s et f orth the caoability 

(in mission need not equip~ent solution t enns) cost , and schedule 

goals being sought in t he system acquisition ;,r ogr arn . These objectives 

are r ecuired t o be incorpor ated in a written charter , rqhich defi nes 

the authorit y , r esponsibility, and accountabili ty of t he pr ogr am 

manager . Such a charter can be er,uat ed i nt o a contract bet • een 

the pr ogram manager and t he agency . 

The pr ogra"!I manager should be designated f or each individual 
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major acquisition and ideally he should be a mu.ltidiscipline, 

experienced 111anager with sufficient t enure and interes t in t he pr o­

gra71 t o pr ovide continuity and t o accrue personal accountability 

f or his actions . 5 An initial r esponsibility of t he pr ogr a:1 manager 

should be t o r ecruit a s taff or i dentify a tea-, with t he r equisi te 

skills and experience t o manage the assigned syste:n. The or ganiza­

t i on and nanagement level of t he pr ogra11 manager should be consistent 

wi th the i ,portance and scope of t he pr ogr am . 

One of t he pr ogr am "'lanagers f irst tasks ··dll be t o develo an 

accuisition strat egy. 1be purpose i s t o get the pr ogra-n mana,ger , 

with his t eam, t o think t hr ough the acauisition pr ocess and t h e 

,yriad of individual considerations and then j oin them t o achieve his 

pr ogra~ objective i n an econo:iical effective and ef ficient manner . 

I n developi ng a system acquisition strat egy, considerable 

thought should be given t o specific pr ogra11 goals and obj ectives . 

'Ihe approach should ~ be reduced t o a simple .fill i n the blank 

f ormat . 

1be strategy should f orm t he basi s f or t he pr ogr a'TI manager 's 

s•·stem acouisition plan. He should t he.n use his plan t o comlffilllicate 

with higher authority , his , anagement t eam , inter facing government 

organizations , and industry. The plan sh-:>uld also pr ovide t he means 

t o measure accomplishments and consi der c :mtingenci es as t he nr o-

5
F,<i.1a.rd J . Engor on and Albert L. Jacks on, Jr., "Configuration 

Management", Defense Management Journal , Fall 1968. 
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gr am progresses . At pr ogr am initi ati on , it is neither possi ble or 

desi r able t o address all consider ations in detail . I t is possible 

and desirable, however , t o examine and schedule ,,hen decis i ons on 

each c onsiderati on can and must be made throughout the acquisition orJ­

cess and t o r efine the strategy and planning as t he pr ::>gr a111 pr ::,ceeds. 

The acquisition str ategy should encompass the ent i r e system 

acquisition pr ocess with emp:hasis on t he near t erm t i me phased ac-

t1• ons . 6 "-= the pr ogr am pr oceeds" .., ~ periodic r eviews are made, (l111t' 

t he next incre~ent of near tenn considerations s hould be e-,phasized. 

Such an appr oach min:i.mizes the planning burden and pr ovides a basi s 

f or pr ogra'11 dir ection and f or rneasurement of success against pr ogram 

goals and object i ves . 

Circular A- 109 incl udes pol icies and Sl)u1e t ypical consi derations 

that should be addressed in the development of a strategy and t hen 

r eflected i n a system acquisition -olan. For exa'llple, the gener al 

policy t o r ely on the private sect r in accor dance T,,ith 0MB Circular 

?lo. A- 76; the use of contracting as a t ool in the acquisition 

process Bnd not as a substitute f or '"anage~ent; the use of c o1pet ­

itive paraJ.lel short- ter m planned dollar value C'.'.lntracts f or t-1ell­

dei'ined wor k activities during exploration of svst e, design con-

cept alternatives; and t he pr eclusi on of nonessential r e-porting 

procedure and paper work r equir enents being plac ed on contr act ors . 7 

6 
Defense 81, ' 'Get t ing Ourselves Together on Syste, Accuisitions" . 

7
0ffic e of Management and Budget Circular A- 76. 
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I wish t o than.}{ t he f ellowi ng per s ons f or t heir help and interviei..,,s 

in pr eparing this r es earch paper. Nithout t heir c oncern and h elp , 

it would have been almost impossible t o complete this Culminating 

Pr oj ect . To t he follot-ting , a heartfelt t hank y ou . 

Principia College Librarians, Southern Illinoi s Univer si ty 

Librarians , Lewis and Clark Communit y College librarians, 

Hayner Public Library Librarians , US Army Research and 

Technol og-1 Laboratories (AVRADCOH) , Mr. Don Evans , Industrial 

Specialist , TSARCOH, Mr . George Womack , Branch Chief, 

Si. pli.fied Purchases TSARCOJ.f, Acquisition Di.visi on and 

Co.".1!1landing General , US Army TS.f1RCa-1, Mr . Anthonr Hodak , 

Chief, t:ultipl e It ems and Engines, TSARCOH, Mr . Cl·rde J ones , 

102nd ARCOM, Mrs . Mary E. Crit chf i eld, Chief Pr ocurauent 

Branch , St . Louis Area Supp ort Center. 

To my wife and chilc!ren, a t r emendous thank you !'or ym;.r help and 

understanding during t he ma.n,y hours of r esearch spent on this 

Culminating Proj ect . 



On April 5, 1976 , the Di.rect or , Offic e o f Manage, ent and Budget 

(om) and the adninistrat or , Office of Feder al Pr ocure~ent Policy (OFPP), 

issued a new policy f or the acquisition of maj or syste7s b' all execu­

t ive br anch agenci es . This ne-,1 policy 1->1as i mplemented t hrough (l.fB 

Circular No. A- 109 . This circular 11as i nt ended t ~ ef fect reforms 

t hat will reduce cost over r uns and diminis h t he cont r over sy on 

whether or not new systenis ar e needed. 

Fr om a budget standpoint this policy gov er ns t he acnuisit i on of 

hundreds of billions of dollar s of f uture inaj or syste~s needs . The 

agencies may as pr ovided by CMB Cir cular A-109 , pr es cribe additional 

criteria f or det er mining which agency pr ogr ams are t o be classified 

as ~a j ar sy st ems . 

Cl.ffi Circular A- 109 r equires : 

1 . Top level manarement attent i ~n t o t h e det erminati on of 

agency mi ssi on needs and goals . 

2 . A., int egr ated syste,11atic aopr oach f or establi shing missi on 

needs , budgeting, c ontr acting and managi ng pr ogr ams . 

3 . Early direction of r esearch and development efforts t o 

satisfy mission needs and goal s . 

4 . I mpr oved opportuniti es for i nnovat i v e private sector cnntribu­

tions t o national needs. 

5. Avoi dance of pr emat ur e commi t ments t o f ull s cale devel opment 

and pr oduction . 



6. Early c ommunication wit h Congr ess in t he accuisition pr ocess 

by relating major syste,n acquisitions t o agency mission needs and 

goals . 

Circular A-109 specifies certain key decisions and outlines t he 

logical sequence of activities in the major systein acnuisition ur ocess. 

Circular A-109 defines maj or system as , "A combinati on of elements 

that will function t ogether t o pr oduce the capabilities reouir ed t o 

fulfill a lli.ssion need . The ele11ent rnay include, f or example, hard­

ware, pr operty , equip1ent , s oftware , construction or other i 1pr ove­

ments or r eal pr operty . Major s-,stem acquisition pr ogr ams are those 

pr ogr a11s that : 

1. Are dir ected at and critical t o fulfilling an agency mission . 

2. Entail the allocation of r elatively large r es ources . 

3 . Warrant special inanage'Tlent attention .1 

MAJ OR SYSTEM ACQUISITION CYCLE 

Each major system acquisition pr ogr am has its own unique 

features ; no t wo are i dentical. Differ ences in time, cost , tech­

nol ogy, manage ,ent, and contracti ng appr oach must be r ecognized. 

Despi t e the differences , the basic acquisition pr ocess is common 

t o all pr ogr ams. Figure A illustr at es t he basic cycle or pr ocess 

1orfice of Management and Budget Circular A-109. 
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with the box.es describi ng the types of activities invol ved, and the 

nu:nbered circles depicting the ~ajor decision noints recuiring agencff 

head appr oval . 

The principal activities i n the major system acouisition pr ocess ,~re. 

iterative. As 11ore knowledge of needs , alter native solut i ons, actual 

capabilities , r esources and priorities are acquired, so,e steps in 

the overall major syst e11s cycl e may be r epeated or changed as necessary 

t o per ,nit decisions t o be made in a t otal system context. 

A. MISSI ON ANAL YSIS. 

Each agency has one or mor e nat i onal mission responsibilities . 

Agency missions are defined by the Canptroller Gener al of the United 

States as , "Those r esponsibilities f or meeting national needs 

assigned t o a specific agency . Agency missions are expressed i n 

ter ms of the purpose t o be s erved by the nr ogr a,s authorized t o 

carry out functions or subfunctions which , by l ar-1 , are the r es-:,nn­

sibillt7 of t hat agency and its co11ponent organization~t 2 

The Budget and Accounting Act of 1974 further stipulates , "The 

budget shall contain a pr esentation of budget authority , nr oposed 

budget authority , outlars , pr oposed outla -s, and descrint ive 

infor mation in t erms of ••• 

1 . A detailed structure of national needs which shall be used 

2imctgeta.ry Definitions , Co,ptroller Gener al of the United Stat es , 
Nov ., 1975. 
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t o reference all agency missions and pr ogr ams; 

2 . Agency missions and 

3. Basic Progra-is . ,,3 

To the extent practicable, each agency shall furnish infOI'\'ll<ition 

in support of its budget r eouests in accor dance with its assigned 

1tl.ssions inter.is of Federal functions and subfunctions , including 

mission , responsibilities of co.,,ponent or ganizations, and shall 

r elate its pr ogra, s t o agency missions . 

0MB Circular No. A-109 r equires a continuing analysis of current 

and f orecasted 7ission capabiliti es , t echnol ogical onnortunities, 

over all priorities and resources which are involved. When the an­

al_ysis identifies a deficiency in existing agency capabilities or 

an opportunity t o establish new capabilities in r esponse t o a t ech­

nol ogically f easible opportunity, this will be f or ,ally set f orth i n 

a "mission element need statement" . A mission ele'1ent need statement 

(MENS ) is a statement prepared bv a Department of Defense component 

t o i dentify and support the need f or a new or impr oved mission cap­

ability . The mi ssion need can be t he result of a pr oj ected def­

iciency or obsolesence i n existing systens , a t echnol ogical oooor­

tunity t o r educe operating cost .4 

3auaget and Accounting Act, 1974. 

4John L. Farmsworth, Farnsworth Procurer,ent Dictionary, Sun 
Valley, California, 110300 Contlav St . , 1960. 
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The Mission Element Need Statement is submitted t o the agency 

head f or appr oval . Onc e appr oved, t he agency components can move 

directly f or--,ard with the c onfidence of their need bei ng r ecognized. 

This need is then usually com1nunicated t o Congr ess t o consi der t he 

major needs of all agencies and the decision t o initiate ne-1 acoui­

sition pr ograms on a co"!parative basis . The pri111ary ob j ective her e 

is t o have any issues requiring debate by Congr ess r egar ding needs 

occur early in the major s 'TSt em acouisition pr xess bef or e the 

c orn111itment of major r esources and selecti on of s olutions . 

Appr oval of the mission need starts t he major s~stern acquisition 

process b7 granting authority t o explor e alternative syste'TI design 

concepts . '!his appr oval and the establish'lent of a syste., acouisition 

pr ogr am does not auto7at ically mean that a new major s -ste-i wi ll 

eventual.1-· be accuir ed. This is 7er e dreaming ! :'ii th an appr oved 

need, desi gnated agency components may c ont inue t o anal7 ze other 

opti .onal means of s atisfying t he need in parallel ~.-ith the exolor ­

ati on of alternative syste"ls ·•rhich may, as development "Or 0ceeds , 

pr ove unacceptable. In Department of Defense f or example , the 

mission need may best be s atisfied by a change i n doctrine , by 

deployment of additional personnel , by modificati on of existi ng 

eouip 1ent , by urocurement of additional equioment alr eady in pr 

duct i on , by training , or by a n~~ majors st~~ acquisition eff ?rt , 

t o na-ne but a f ew. 
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B. EVALUATION AND RECONCILIATION OF NEEIS I N CON'I'EX OF AGENCY MISSION, 
RFSaJRCliS AND PRI ORITllS. 

An evaluation of the opti ons , including the alter native svstem 

design concepts, pr ovides t he basis f or subsequent key decisions i n 

the major acquisition pr ocess . 

Before discussing the exploration of alternative syste1s desien 

concepts , let me enli ghten you a l i ttle on the r ogra~ nanager and 

s ome of his r esponsibi lities and duties . You s hould discuss all 

~aj or concepts with the pr ogra~ manager and find what his major 

acquisi t i on strategy is . The prograil manager 's r ol e , the acquisi t i 'Jn 

strategy and the ensuing syst e7 acquisition plan enco1pass the entire 

s-stem acquisition pr ocess . 

A pr ogr am manager should be desi gnated f or each 7ajor syste7 

acquisi t i on pr ograin as soon as possi ble after t he ""lission need 

decision t o explor e alternative syste~ desi gn concepts . 

Progra~ objectives are developed that set f ~r th the ca~abi l i ty 

(in mission need ~ equip~ent soluti on tenns ) c0st , and s chedule 

goals being sought in the systelll acquisition r ogr am. These obj ectives 

are r ecuired t o be i ncorporated in a written charter , ,.,,hich defines 

the authorit y , r esponsibility, and accountability of t he pr ogr am 

manager . Such a charter can be equat ed i nto a contr act bet ,reen 

the pr ogr am manager and t he agency. 

The pr ogra, manager should be designat ed f or each individual 
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major acquisition and ideally he should be a multidiscipline, 

experienced 1nanager with sufficient t enure and i nter es t in t he pr o­

gr a11 t o pr ovide continuity and t o accrue personal account abilit y 

f or his actions. 5 An initial r esponsibilit y of t he pr ogra11 manager 

should be t o recruit a staff or i dentify a tea, with t he r equisi te 

skills and experience t o manage the assigned syst em. Tne or ganiza­

tion and ~anagement level of t he pr ogra"l manager should be consi stent 

wi th the i'llportance and scope of t he pr ogr am. 

One of the pr ogr am 'llanagers first tasks •·till be t o develoo an 

acouisi t i on strategy. 'Ihe purpose is t o get the pr ogr am manager , 

with his t eam, t o think t 'lrough the accuisition pr "."lcess a'l'.ld the 

.riyriad of i ndividual consi der ati ons and then j oi n them t o achieve his 

pr ograen ob j ective in an ec ono~1ical effective and efficient manner. 

In developi ng a system acquisition strategy, considerable 

thought should be given t o specific pr ogra~ goals and objectives. 

'Ibe approach should ~ be reduced t o a si~ple fill i n the blank 

f ormat . 

The strategy should form the basi s f or t he progra~ manager 's 

S7Stem acouisition plan. He should t hen us e his plan t o co1m11uni.cate 

with higher authority, his r.ianagement t eam, interfacing government 

or ganizati ons , and i ndustry. The plan should als ') provide the means 

t o measure accomplishments and c onsi der c ontingencies as the pr :>-

5Edward J . Engor on and Albert L. Jackson , J r ., "Confi guration 
Management", Defense Management Journal, Fall 1968. 
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gr8!!l pr ogr esses . At pr ogr am initiati on , it is neit her O:)Ssi ble or 

desirable t o address all consi derations in detail . It is possible 

and desirable, however , t o exa:nine and schedule -hen decisions on 

each consider ati on can and 11'1USt be made t hr oughout t he acquisition pr ~ 

cess and t o r efine t he strategy and planning as the pr ogr am r oceeds . 

The acquisition strategy should encompass the entire system 

acquisi t i on pr ocess with elilP:hasis on the near t er m t i me phased ac­

tions. 6 As the pr ogr am pr oceedsJ - ~ periodic r evi~IIS are made , ~r4 

the next incre11ent of near tenn considerations s hould be e·,phasized. 

Such an appr oach minimizes the planning burden and pr ovides a basis 

f or pr ogran direction and for measurement of success against pr ogram 

goals and objectives . 

Circular A-109 includes policies and S'.>me t ypical considerations 

that should be addressed in the development of a strategy and t hen 

reflected i n a system acquisition olan. For example, the general 

policy t o r ely on the private sect or in accor dance ,.ri_th 0MB Circular 

No. A-76; the use of contracting as a t ool in the acquisition 

pr ocess and not as a substitute f or 1ranage ~ent; the use of co,pet ­

itive parallel short-ter m planned dollar value contracts f or well­

defined wor k activities during expl?ration of syst e7 design con-

cept alternatives ; and t he pr eclusi on of nonessential r eporting 

pr ocedure and paperwork r equir ements being placed on contr act ors . 7 

6nefense 81 , ''Get t ing Ourselves Together on Syste.-, Acc-uisitions". 

7office of Management and Budget Circular A- 76. 
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There are many ot her necessary consider ati ons not included in 

Circular A- 109 that need t o be addressed by a pr ogr a11 manager . For 

example, the favor able as well as t he un.fav~r able lessons learned 

from simlar acquisi tions . Still others may be gr ouped i n categories 

s uch as system/pr oduct development , business 'lanagement , and 

pr ogr am management . 

Some syste'll/pr oduct development examples include: recognition 

of and accommodati ons f or risks and uncertainties that assures 

proper r elati onships of risk sharing bet·,,een t he G0vernment and 

contr actors • efforts and t he time phased introduction of t he r esults 

into t he acquisition pr ocess(the objectives being t o avoi d non­

essential constraints on either prime or subcontract or s ); the 

Gover n.~ent pr oviding guidelines f or contractor development of per­

f or :nance specifications f or full scall develop,ent a d product spec­

ifications f or pr oduction, and the optimal use of gover nment l abor a­

t ories .in f urnishing t echnical dir ection t o the contractors during 

system development . 8 

Some business management examples include : 

1 . Obtaining and sustaining c ompeti tion, including high cost 

subsystems which may be pr oposed. 

2 . Accooi>dating pr ocurement lead- ti1ne, . recluding technical 

t ransfusions and "auctions" in t he pr oposal evaluation , source 

8u.s. Dept . of t he Air For ce , HQ Air Force V1gistics Co and , 
Accuisition Management , Standard Integrated Suunort IJanage,ent Syste.'Jls , 
AFLC/AFSCR000- 24., Wright Patter s on AFB, OH, n . n .1977. 
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s election, and negoti ati on pr ocess and pr oviding contractually f or 

proposal submitt als f or t he next planned increment i n t he acquisition 

9 pr ocess . 

Some p r ogram management examples include : 

1 . Sel ection of a proj ect manage 1ent or ganizational mode such 

as vertical or matrix. 

2 . The appropr iateness and applicability of i ncrement al 

approvals of c ontractors efforts throughout the acquisition pr oc ess . 

3 . The applicability of G'Jvernment policies f :Jr standardizati Jn 

and interoperability ,.,ith svst ems of f riendJ.y c ountries . 10 

In c onjunction wi th t he develoo 1ent and tai l0r ing of an 

acquisit i on strategy, the pr ogram manager should establish an anal,sis 

structure and decision mechanism t o handle both s ort- t erm c ::msider ­

ations f or systeo acquisition management . 

The s olicitation in t enns "f mission need is a ke·· acti0n in 

the pr ocess since industry is t o be forrnall7 reauested to r es"O::>nd 

with their alter native system design c }Ilcepts t o sati sfy the an r rwed 

r.Ii.ssion need . The contractors should be free t o pro ?Se their :,;,;n 

t echnical approach, main desi gn features , subsystems and alternatives 

t o schedule, c ost and capability goals . The purpose of this t ype ,..,f 

solicit at i on is t o gain the benefits of i ndustry i nnovation and 

9a ohn , . 1·1ard , Manual of Purchasin,p Organizati~ and Procedures , 
Civic Federation, Chicago, ru., 1965. 

lOi bi d . 
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Proposals should be evaluat ed and t he most pr omis ing s ste.-;:i 

design c oncepts s el ected f or further exploration . Ti:e s el ection 

should be based on a r eviei.1 by a team of experts , f r o;n inside and 

outside the organization which are part of the pr ogra,1 management 

t echnical support team . The review should consider: 

l . Capability of the pr opos ed syste'r!s t o meet the mission 

need and pr ogra, ob j ectives , includi.ng r es ources r equired . 

2 . Benefits t o be derived by trade-offs , where f easi ble , 

a7ong technical perfor mance, acquisition costs , ~-,nership ccsts and 

ti:ne t o develop and pr ocure . 

3 . Relevant acc l'Jmplishment r ecor d of the c ompetitors and the 

co.ipet ence of t heir key personnel.11 

C. EXPLORATION OF ALTERNATIVE SYS'IE!-13 . 

Just because your need has been r ec ognized does not ,ean 

that a new major system i s the answer . The engine g oes kaput on 

:,our car but that doesn' t mean y ou can rush t o t he dealer and get 

a ne:,, one . A l ot must first be c onsi der ed such as r epairing your 

junker or whether or not a new car i s the answer and if so will 

your budget allow it? The explorati on phase is i dentical t o this 

situation .... you 'TIU.st l ook at man;-,- differ ent B.P.gles and consider 

many possi bilities . 

llumted St ates Department of Defense , Depart of Defense 
Directive 5000. 3 Test and Evaluation , liashington , D. C., 26 Dec . 69 . 
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D. CCMPETITIVE DEMONSTRATIONS . 

1'then risks can be acccmmodated and pr ogr ess indicates that 

a proof of concept da'llonstration is in order , the alternative syste~ 

design conc epts s elected f or consideration f or co tpetitive der.ion­

stration are t o be submitted t o t h e agency head f or appr oval , along 

with other alt ernatives which wer e i dentified and evaluat ed . The 

other alternatives may have been evaluated in precedir.g st~ps or in 

con junction with the explor ation of alt ernative system design concepts . 

This includes a r eaffirmation of t he mission need and t he pr ogr am 

objective. 

'!he program manager should assure that small or large f i rms 

s el ected f or c ompeti t i ve demonstration have submitt ed an adecua.t e 

plan f or t he nec essary plant and equipment t o accomplish full-

scale devel opment and pr oducti on . Tnis plan may i nclude purchase or 

lease arrangements or t eaming arranga'llents \1i th co7Panies which 

have t he necessary plant and equip '1ent . 

Competitive de.11onstrati ons are intended t o verify t hat the 

chosen conc epts are s ound, per f orm in an operational environment 

and provide a basis f or s el ection of t he syste.11 design concepts t o 

be continued into full- scale development . Such denv:instrati ons nor­

mally involve s ome t -pe of pr otot i-pes - - - these ma . range fr'J.11 a 

principal end item or critical subsystem, t o a l imited and less than 
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ccmplete development model. 

The winning concept and contractor of the denonstration eval­

uati on ma.r move into full-scale develop,ent and initial production . 

The co,petitive de.":lonstrati on c ontracts should pr ovide f or 

contract ors t o develop and sub:'li.t pr oposals f or full- scale develop­

cent and initial pr oduction 'b-J' the c onclusion of t he de:1onstrat i on . 

The c ontractors should be furnished oper ational t est conditions , 

missi on performance criteria and life cycle c ost f actors which wi ll 

be used by t he agency in evaluation and s election f or full- scale 

12 devel op;ient . 

E. FULL-SCALE DEVELOPMENT PHASE. 

Once demonstration has verified t hat t he chos en system desi gn 

concepts is sOW1d and the risk are acceptable - co□petition bet ween 

si ilar or differing syste:n design c oncepts nay be extended through­

out the entire acquisition process whenever it is ec onO" ically 

beneficial t o do s o. T'nerefor e , contractors who successi'ullJ c cn­

plete demonstration of t heir desi gn concepts may be a1-,arded contracts 

f or subsequent full- scale develop ,ent . ;Qlen the mission need and 

pr ogra , obj ectives are r eaffir.ued, t he agency head may authorize 

full- s cale development and initial production . 

~aul R. 1-lcDonald, Gover:rnent Prime Contracts and Subcontracts , 
Procurement Associat es , Glendor a , Cali., 1964. 
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System and c ontractor selection for full- scale development 

should be made on the basis of : 

1. :Essential s-3stem concepts perfor ,.1ance measured against 

,:ission need and progr am objectives . 

2 . An evaluati on of r emaining risks and potential. r es ol uti ons . 

3 . An evaluation of estimat ed acquisition and o:mership costs. 

4. Such factors as t l.e c ontractor's de7!lonstrated manage:nent , 

f inancial and t echnical capabilities t o 1eet pr ogram objectives . lJ 

'.Ihe program manager is r equired t o monitor pr ogr am progress 

as well as contractor progress i n f ulf illing contract per f ormance , 

cost and schedule c ommitments . Significant actual or f or ecast 

variances f r an plans are t o be analyzed and alternatives considered 

with action taken or r ecommendation f or actions br ought t o the at ­

t enti on of the appropriate c ontractor or govern- ent manage ent 

authority . 

Initial production units are t o be t ested and evaluated in an 

environnent that assures effective performance i n e:xpected op­

erational condit i ons. Usually t he t esting is t o be done independent 

of the agency's devel_op;:ient and user organizati ons . Exc eptions 

t o independent testing may be authorized by an agency head under 

certain circUJ11stances as physical or financial i mpracticability or 

13c. Udght Brooks , Manager Purchasing Administration, Bur­
roughs Corp., Detr oit , Mich ., 1968 . 



extre'ile urgency • 

'Ihe full- s c ale development/initial pr oduction contract should 

provide f or the c o ntr actor t o develop and submit proposals f or 

production. To facilitate the devel opment of thes e proposals , the 

contract ors should be furnished schedule data , provisioning r equire­

ments , etc . whic h vr.ill be used in making the producti on decision . 

Under the Fu.1.1.-Scale Developnent and Limited Pr oduction Phase 

certain ite.1is must be considered regarding t he s ::,st eni. They are : 

1 . Mission element need r eaffirmed and interactive threat 

anacysis updat ed . 

2 . System Selected meets need and is cost- effective . 

3 • 'l'rade-of':f's between cost , per f ormance , schedule , and 

l ogistic supportability are acceptable . 

4.. Uncerlaj_nties/risks are identified and accept able . 

5. S;,•stem requirement s adequately specif i ed and include : 

a . Perf'ormanc e . 

b . Des:i..g n - to-cost and life-cycle cost. 

c . Nuc:J.ear survivabilit y . 

d . Electro:nagnetic compatibility . 

e • Electronic /i.ni'rared/optical count ermeasures . 

f • Proeiucibility . 

g • NATO standardization and inter operability . 
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h . Logistics Supportability. 

6 . Reliability and maintainability g oals and thresholds 

established. 

7. Hanpower goals and thresholds i dentified. l4 

Management issues t o c onsider are: 

1. Updated acquisition strategy supports progra11 objectives 

and is being proper ly executed. 

2 . Affor dability confirmed; life-cycle costs within ariounts 

r eflected in latest report or compensating changes made. 

3. Program management structure s ound and adequately supported. 

4. Progr am management plans canplete and include: 

a . Approach t o resolve r emaining uncertainti es and risks . 

b . Realistic fall- back action and alternatives . 

c . Business plans t o support strategy; c ontract types 

consistent with objecti ves. 

d . Competi tive s electi on of subsystems ; c onsideration of 

existing military or co.r.mercial hardward/software . 

e. Considerati on of f or ei gn develop:nents . 

f . Requirements f or long- l ead procurement and initial 

limit ed pr oduction; coordination(when appropriate) with single 

manager for conventional ammunition . 

g . Firm and realistic cost , perforuiance and s chedule 

l4Alan R. Booz , Acquisition Pr ocess f or Hajor Def ens e Syst ems , 
Uasbington , D. C., Jan. 80 . 

- 18-



est:Lnates , and thresholds established .15 

F. PROIXJCTION. 

Following satisfactory t est r esults and r econfirmation of 

mission need and program objectives , t he agency head may authorize 

full pr oduction. As production systems become available , t hey are 

depl oyed into operation use, thereby providing the capabi l ity orig­

i.nally identified in the nd.ssion el ement need stat ement . This new 

capability t hen becomes a factor in t he continuing mission analysis 

of the agency and the cycle c ontinues . 

Some system issues t o c onsider during the production/depl oyment 

phas e are: 

1 . Mission el e:nent need reaffirmed and interactive threat 

analysis updat ed. 

2 . De-vel opment pr ogr ess and OT&E results support decision t o 

pr oc eed: 

a . Cost , schedule , perforoance and supportability trade­

offs ace eptable . 

b . Design t o cost and life cycle cost r equirements r ealistic . 

c. System cost- effective and affordabl e ; r emains best 

alternat i ve. 

d. 1ajor probl e.11s identified/resolved. 

e . Pr oduction quantity r equirenents valid . 
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f . Support subsyste;is f or initial operational units 

assessed. 

g . Goals and t hresholds established f or initial deploy-

ment . 

h . .fanpower and training r equirements devel oped.
16 

• 

G. DEPLOYMENT AND OPERATION PHASE. 

Once the production phase is under way we slowly creep into 

the Deployment and Operations phase . At this point , we should 

concern ourselves with introducing, supporting and i JHpr oving the 

new or r evised ·naj or system acquisition. Using personnel ruust be 

trained properly and know exactly what they are t o do with this new 

system . 

I have covered each phase in the maj or acquisition cycle . 

Many people have not been pleased with our syst e.'Tl acquisition 

pr ogram . • • • President Ronald Reagan, being on e of thes e peopl e . 

On March 17, 198l , Pr esident Reagan issued a Presidential Memorandum 

t o Secretary of Defense , Caspar ;1einberger. This memorandum was as 

follows : 

!'le were concerned, as I am sure you wer e , t o l earn of t he 

significant cost growth in a number of Defense progra:ns. We 

r ec ognize that a portion of this increase is due t o infiation . 
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However , we need t o make certain that the increas e does n ot als o 

signal pr ogr am manage.--nent weaknesses or t echnical pr oble ns in the 

Defense pr ogr ams t hat could pr es ent us with pr ecipitous cost gr owth 

problems . 

we ,-,ould appr eciat e by early April y our assessment of these 

probl ems and of act i ons underway t o r educ e such cost gr owth to 

a minimum in t he future .17 

Signed: Ronald Reagan 

The System Acquisition Assess:nent r eviewed all rna j :::r studies of the 

last t en years on t he subject and s olicited t he opinions of all 

maj or gr oups and key individuals involved in t he acquisition pr oc ess . 

Here are t h e maj or probl e11s with the Depart ent of Defens e acaui­

siti on syste~ as s een fro~ five different perspectives as of April . 

CONGRESS/G:EIDRAL ACCOONTIID OFFICE VIE:'1 . 

They f eel services try to do t oo 11uch at one time--always l ooking 

f or quantum j umps in capability which cause excessive cost. 'Ihey 

feel t here is no one in c ontrol - t oo much interservice co 1petition 

for funds , failure t o kill marginal pr ogr ams , acceptance of huge 

cost gr o;,rl,h and s maller pr ocurements, all l ead t o congressional 

17
Presidenti al Memor andum No . 0810500, March 17, 1981. 
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perc epti on of lack of management control and clear direction . 

Farly cost , schedule and perfor manc e estimat es are consistently 

over ly opti.-:dstic and highly unrealistic . . . in other wor ds , 

contractors are permit ted t o "buy in"(sign a contract f or l ess than 

the progr am cost) .•. Contractors are not held to contract r e­

~uire::ients . They feel the contracts are t oo loose . neadiness 

considerations are always s econdary t o hardware pr ocurement and 

depl oyment. Syst em r equirements/cost are consider ed as in-

dividual packages - no s ens e of a l ong-range plan f or meeting 

mission r equirements and overall cost objectives . 

OFFICE OF TrlE SECRETARY OF DEFENSE VIE;i . 

Tbe Secretary of Defense and his office f elt there are t oo 

, aey systems c ompeting f or scarce resources . Failure/inability t o 

"weed- out" l ow priority progr ams in order t o full.1 fund and efficientl:,r 

execute the higher priority systeins . 

Inadequate consideration of affordability at the Defense Syst ems 

Acquisition Review Council because of lack of a stabl e l ong-range 

plan and funding . Lack of discipline of syst em t echnical re­

quire.nents . Inadequate cost/perfor mance schedule trade- of fs 

during concept ual design. 'Ihe7 f eel the acquisiti on cycle is t oo 

long and that support and r eadiness is inadequately addressed. 
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SERVICE VIE'-t . 

The s ervic e personnel believe there is an extremel y excess 

amount of paper wor k and r evieus involved in the -,ajor system ac­

quisition proc ess . 'Ihey further f eel t here is an unrealistic 

de11and for hard numbers and s olutions "up front" when unlmowns 

exist . Lack of an effective OOD Acquisition Authorit7 allows 

unchecked proliferation of directives , tasking, and uncoordinated 

policJ . St atutory responsibilit7 of services t o deterdne 

r equirements usurped. Inflexible budgetary rules impede transition 

frcm develop::ient t o production . 

PRCGRAM MANAGER VIEil . 

'Ihe program managers f eel there are t oo macy r eviews by t oo 

many layers of peopl e f r cm t he Office of SecretarJ of Defense and 

the service . They f elt there were t oo 111any r egulations and r eports. 

Cos t s r eouired t oo far in advance of expenditure dat es. T'ne con­

t r ol of resources disconnected from r esponsibility f or syste, 

r eadiness is a big disadvantage . 

INDUS'ffiY VIE'; . 

Industry f eels instability is caused by starts , stops , 

stretchouts , r edirections , and inordinately l ong decision ti:nes . 

Acquisition practices discourage or prevent capital f or ,ation and 
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iJlVest rnent . They felt t her e was overmanageinent by the Gover nment , 

in particular: 

1. Ex::c essive surveillance(audits , reviews , etc) of all 

aspects of c ontractor ;nanagement . 

2 . Unproductive and costly requir e~ents f or excessive 

t echnical f inal and .:nanagement data. 

3 . Time-consuming and progra'll-destabilizing unproductive 

micro-management of t he acquisition process at all l evels of 

service agencies and in osn.18 

Industr-iJ f eels over emphasis on price c ompetition leads t o 

lack of cost realism. Industry believes that final decisions 

are based principally on c ost and that successi ve co.'llpetitions 

are used t o drive c ontract price down - which r eally is not true. 

Inflation guidelines used by t he Department of Defense have been 

unrealistically l ow, l eading t o underfu.--id.ing and pr ogr am instability . 

Industry further f eels inappropriate c ontract types are used wher e 

major uncertainty exists . For example fixed price f or devel opment 

and early production . Many government personnel have adverse 

attit udes on this subject , also. 

ACQJISITION MANAGEMENT PRINCIPLE:> 

The eight major acquisition management principles announced 

18nefense 81, "Big Changes in Syste 1 Acquisiti on" , Oct. 81. 
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by Secretary Weinberger are as f ollows: 

1 . we must pr ove l ong- r ange planning t o enhance acquisition 

pr ogram st ability. 

2 . Both OOD and the s ervices must del egat e mor e r esponsibility , 

authority , and accountability f or pr ogr ams , in particular, t he 

service pr ogr am manager should have t he r esponsibility , authority, 

and r es ourc es adequate t o execute efficiently the pr ogr am f or which 

he is r esponsible . 

3 . We must examine evolutionary alternatives which use a 

lower risk approach t o t echnol ogy than s olutions at the frontier 

of t echnol ogy. 

4 . We must achieve mor e ec onomic rates of production . 

5. We must r ealisti cally c ost , budget and fully fund in t he 

Five Year Def ense Plan, and ~ended Planning Annex, pr ocurement, 

l ogistics and manpower for major acquisition pr ogr ams . 

6 . Readiness and sustainability of deplo-Jed weapons are pri­

mary obj ectives and must be co.nsidered from the start of weapon 

system progr a::as. 

7. A strong industrial base is necessary f or a strong de-

fense . The proper ar1J1s - l ength r elationships with i ndust ry should not 
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be interpr eted b1 Department of Defense or industry as adversari al . 

8 . Depart.,ent of Defens e managers at all levels should 

expand their efforts t o obtain max:i.Jnum c anpetition far t heir con­

tractual r equire:nents . 19 

CARLUCCI AND WEINBEIDER . 

The new Reagan Ad.ninistr ation chos e Secretary of Defense 

Caspar Weinberger and Deputy Secretary of Defense Frank Carlucci t o 

i .1prove the problem riddled Department of Def ense proc ess wherebr 

major S""f stems are acquired. This is exactq what they intended t o 

dol 

.!r. Carlucci feels the primary ob j ectives in strea lining t he 

Department of Defense Acquisition pr ocess are r educing c osts and 

shortening the acquisitinni.ng time. "The Secretar"' and I are deter-

mined t o r educe substantially c ost overruns , deploy adequate 

quanti ties of needed s;,stems that are operationally effective and 

ready , and do this in the shortest possible tin,e, " "1r . Carlucci 

stated . 20 

:,tr . Carlucci also point ed out , that while Depart:ient of Defens e 

should be t ough in c ontract negotiations as part of the buyer- seller 

relationship, this does not rnean that r elationships between 

management and industry should nec essariJ.:r be adversarial . Industr-J 

19nefense 81, "Getting Ourselves Together on S , ste:- s Acquisitions" , 
October 81. 

20Ibi d . 
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and goverm1ent have a shared r esponsibility and must assume a new 

spirit of cooperation. A healt hy, innovative and CQnpetitive 

industrial capability is a primary national objective . 

THE ACQUISITION ASSESSMENT TEAM 

An assessment t eam was f ormed with all :najor OSD offi ces, 

the services , and the l ogistics c o-:i.'Ilands being r epr esented t o 

conduct a study of our maj or acquisiti on systelll process . Those 

serving on this committee wer e : 

l . Vincent Puritano - Steering Group Chairman 

2 . Paul Berenson - Working Group Chairnan 

.3 . Milt Margolis - Team A, Reducing Costs 

4. Brigadier General Roger Peterson - Tea:, B. Shorten 

Acquisition Ti .1e . 

5. Russ Shor ey - Team C. Analysi s of Support and Planning . 

6 . RAD I Lee Kollmor gen - Team D. AssessDSARC Pr ocess. 

7. Bob 'lrimbl e - Team E, ~-fulti year Procure."llent . 

Mr. '•1:i.lt 'fargolis had t he r esporu;ibility of reviewing our 

costs and t o s ee how t hey could be l0t-1ered. He found pr ogr a11 

instability and ot her factors - rnany of t hem procedural - canbine 

t o :iake system costs higher than they would other wise be . Scne 

of t hes e factors enc ourage l 0t1 cost estimat ing at the outset of a 

progr am, inevitably l eading t o cost overruns later on. 1or eover , 
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exist ing rules s onetimes ma1<e i t difficult f or i ndustry t o do as 

well as it might f or the Department of Defense . 

1 . Pr ogr am Stability . lhe cost , both in time and money , of 

program instability can be seen in the Dec ember 1980 Selected Ac­

quisiti on Reports*SARa) f or 47 najor progr ams . 'Ihese SARs r eflected 

a 129fa cost gr ot•rth over the original esti mates . 

Reasons f or the cost gr ot-rth were: econo,dc or i nfiati on(27fo) 

quanti t y cbanges(26%) ; estimating changes (18fe) ; schedule changes 

(15%) ; support changes(?%) ; engineering changes(5fa) ; and other 

changes (2%) . Forty- one percent of all cos t growth was due t o 

quantity and schedule changes . 21 

lihile i t i s evident c ost grQ,/th i s up our realization of this 

pr oblem does not reduce budget flexibility . 

Brigadier General Roger Peterson did an i n depth study of 

Acquisition Tine and l ooked f or short- cuts or ways t o cut r ed tape 

t c get the j ob done fast er . 'Ihe r;orld . ar II P- 38 f or instance was 

r eady t o fi7 wi t hi n two years after tr e contract was made while t he 

F- 15 t ook a full decade t o acquire . Ther e is no wonder the Pent agon 

intends t o s horten acquisi t i on t i me. 

A ma j or fact or in t he long t i.me i t takes t o f i el d a new 

syste::i has been the "revoluti onary" philos ophy of devel opment and 

Zluerense 81, "Reducing Acquisiti on Costs" , Oct ober 81 . 

- 27-



acquisiti on , which r eaches f or new and untried t echnol ogy at the 

outer liird.ts of the state of t he art t o meet a military threat . 'Ibis 

appr oach does offer potentially dramatic par offs , but frequently it 

ends up with large c ost increas es and schedule slippage as "unlmown 

unknowns " are confronted . 

A wiser direction is the evoluticnary approach , an alternative 

that miniinizes technol ogical risk but which consciousl ; inserts 

advanced technol ogy into a pr ogra:n through planned upgr ades of de­

ployed subsystems . In this manner, t he l ead time t o field t ech­

nol ogical advances can be shortened , while an agressive scheduled 

fielding of performance i mpr ovements can be expected during the 

service life of the system. This concept is called "Pr eplanned 

Product L-npr ovement" and is c o.11111only used in commercial industr;r . 

T'ne General r equested the upgrading of pres ent syst ems 

when f eas i ble rather than n ew major systems . His r easoning f or this 

was t o r educe develop~ent cost and take best advantage of t echnol og­

ical advance . This advantage is t hat the Depart:nent of Defense can 

r educe acquisition tine , r educ e development risk and cost , and 

enhance fielded per f ormance through the deployment of upgrades. A 

revolutionary approach can always be adopt ed when , and i f t he de­

mands of a threat or ot her compelling military needs require such an 

approach. 
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Front-End Planning . Time can be saved in the acquisition 

process by e.--nphasizing reliability and testing up front and el ­

iminating lengthy and c ostly problem i dentification and cor -

r ection efforts . 'Ulis also allows r ealistic concurrent develop:,ent 

and operational t es ting . 

Doing this, however , r equires an increas e L"'l funding f or mor e 

t esting in t he early stages of pr ogr am devel op1t1ent . Acquisition 

strategi es wi ll have t o take t hat into account . 

Russ Shor ey surveyed the support and planning involved i n 

the major acquisition process and as a result f ound r ecurring 

pr obl oos vith weapon system supportability, acquisition policies t•rere 

r ecently revised t o emphasize support issues, including reliability , 

11aintenance , spares , t est eouipment , and maintenance manpot,rer . These 

policies are generally s ound and therefor e i mproved r eadiness in an 

ass et . It should be stressed the delivering of equip .. ent t o the 

troops with reliability and r eadiness f or which it was designed is 

a must . 

The f ocus on shortening the development proc ess is potentially 

in c onflict with initiatives t o impr ove r eliability and support. 

Whereas t he fast est acquisiti on approach invol ves initiating pro­

duction prior t o test of devel opment models, the highest confi denc e 
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of achieving r eliability and other support goals in fielded hardware 

involves iterative design and t esting before high-rat e pr oduction . 

A balanc e must be struck on each program. Man;y of the s erious 

probl ems in current systems result f r cm not strildng the c orrect 

balance . 

For those systems which are run on a fast track, ther e are 

r equirements for additonal early funding t o design in reliability 

and support characteristics - including t he need t o p~ this price 

in parallel or competing developments . Additional in- house t alent 

r:rust be brought t o bear, and industry incentives need t o be applied 

t o avoid previously experienced support problems . 

Because of t he relative priority of r eliability and support 

efforts ccr.ipared t o perf ormance objectives and t he current short­

age of in-house talent t o address thes e probl e:is , specific t op 

Management attention, priority , and stress on support r es ources is 

needed • 

.Jr . Shorey decided it would be advantageous t o t he systa ,1 i i' 

an early decision on the approach , additional r es ources , and incentives 

which will be used t o balanc e the risks in the reliability and support 

area on each progr &11 . '.Ihe vehicle f or decision can be an acquisition 

strategy pr epared by the pr ogram manager. 
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~~ . Koll.morgen assessed. t he Def ense S7st~ns Acquisition 

Review Council(DSARC) and requested the f ollowing i mprovei,1ents . 

A maj or coopLaint by the services and servic e progr am ::ianagers 

wa s that the Defense Systems Acquisition Revie,-1 Council pr ocess 

itself was primarily t o blame f or the excess amount of paper work 

and reviews f or t he m.nute and detailed management of program 

t echnical issues by c entral staff members. Pr olifer ati on of r eport­

ing r equir ements of regulation both within the Office of t he Sec­

r et ary of Def ense( 00D) and in the services all flowed f r o:n the detail­

ed decision point r eview proc ess which provided f or four discrete 

decision points on all major weapon systems . 

After Mr . Kollmorgen reviewed the pr oblems experienced in 

this area , t he Secretary and Deput7 Secretary of Defense decided 

t o r educe t he decision points f or major s ;:-•stems t o two and t o 

decentralize the other two t o Service Secr etaries . 'Ibe ob j ective in 

this decision is t o r educe the ad-d.nistrative burden by f ewer Of f ice 

of t he Secretary of Defense l ev el r eviews , t o link reviews 1or e 

clos ely t o major expenditure decision points , to delay Secret ary 

of Def'ense pr ogr a'll co IIlli.tment until pr ogra-, t echnical, perf or ;nance, 

and cost factors are mor e accurately detennined., t o pr ovide mor e effi­

cient t r ansition between devel op.11ent and pr oduction , and t o decentral-
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i ze 111ore aut hor ity to t he services . 

Ur . Tri mble assess ed the l•mltiyear Procure. ent function and 

found inflexible adherence t o t he t r aditional year by j·ear appr oach 

t o procurements through annual appr opriations has denied us certain 

efficiencies and econo:nies . It has als o added unnecessarily t o 

uncertaint y- and adll\inistrative c osts . 

He believes it is essential t hat t he Department of Defense be 

able t o use a mult i.year procurement appr oach , wi th t he pr ogr ams i n 

which it is t o be employed select ed on a cas e by case basis followi ng 

analysis of t he benef its and t he costs . •-fultiyear procurer.tent 

could r esult in aver age dollar s avings of 10 t o 20 per cent in unit 

pr ocure.--:ient c ost through i mpr oved economies and ef ficiencies in 

pr oduction pr ocesses , econany of s cale l ot bu,yi.ng, decreased f in­

anci al borrowi ng c osts , better ut ilizati on of industrial faciliti es , 

and a r eduction i n the administrative burden of placing and ad­

mi nist ering contract s . He als o felt the stimulat ed invest ment in 

pr oduction equip ·ent • d.ll r esult in l ower def'ect , higher quality 

pr oducts . The market st ability wi ll also enhanc e t he continuity of 

subcont ract or suppl;, lines and t her eby decrease acquisi t i on time . 

Surge c apability \-rill be impr oved. 

He felt there wer e also s ome dis advantages i n the Multi.year 
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Procurenent process . 'Ibis fundL,g t echnique fences in ,oney 

and co111mits future Congresses and future Secretaries of Defense . 

I f this s Tstem is excessivel7 used, it would significantl • reduce 

t he flexibility of the Secretary t o r espond t o unforeseen changes 

in t he external threat . I f a 'TIUl.tiyear procurement ,,ere used t o 

l ock in a borderline pr'Jgl'&1, costs would be increased if t he pro­

gra 1 were cancelled. 

To avoid t hese p ential disadvantages , l'1r . Trimble recOCJmended the 

followi ng criteria as general guidelines f or screening potential 

-,u,lti year candidates : 

1 . significant benefit t o the government . 

2 . stabi lity of r ecuirements , configuration, and funding 

3 . degr ee of confi dence in cost estir.!ates and c ontractor 

capabilities . 22 

When the review and assess--:ent was co-npleted by the Acquisition 

Assess ,tmt Team, there was a broad consensus arnu,g all the tear 

members that the accuisiti on process needed rJaj ::ir repair . By sunmariz 

ing all ~r the proble s each of t he t ear.i r.1c::ibers ,,er e confrcnted ·-;ith 

it would be c ommon belief that t he process would take t oo l ong, cost 

t oo r.ruch and is t oo co.-,plicated and would not be very ef f icient . 

TIE 31 !LX!Ct ~IENDATIONS AND ISSUES 

'lhe Acquisition Assess ent Team made 31 recan endations and 

220erense 81 , "Getting Ourselves Together on Syste s Acquisition" , 
October 81 . 



i ssues t o reduc e costs and inipr ove t he accuisiti on pr ocess through­

out t he Department of Defense . Through this paper I wi ll explain 

each r ec ommendati on thor oughly and highlight t he eight issues , 1any 

of which have already been approved and are no.-; in effect. 

RZCO.·MENDATION I - .t'-'.ANAGEMENT PRINCIPLIS 

'Ihe Ac<:Uisition Assessment Teaut(Steering Committee) r eccmmended 

t hat the Deputy Secretary of Defense r ea.ffinn certain maj or acqui­

siti on management principles . Thes e major pri nciples are : 

1. .An improved statement of l ong- range Def ens e polic r , 

strat egy and r esourc es will be provided t o the Services in order 

t o establish a f r anewor k for military obj ectives , goals and -:tissi on 

planning t o enhanc e progr al!l stability . 

2 . Res ponsi bi lity , aut horit7 and accountability f or pr ogr ams 

should be at the lowest level of t he acq_uisitioning organization at 

which a t otal view of t he program rests . 

3 . Service Program Managers should have t he responsi bility , 

authorit7 , r es ources , and guidelines adeauat e t c efficiently exe­

cute t he program. This should include the system specif ic acqui­

sition strategy f or attainment of the r equired oper ati onal and 

readiness capability , and appropriate flexibility t o tailor the 

acquisit i on st rategy to est:u:iates of t he devel opment priorities and 

risks . 

-34-



4. Alternatives which use a l ower risk approach t o technol ogy 

must be examined. when new pr ograms are proposed. Solutions at the 

frontiers of technol ogy must provide an alternative which offers an 

evoluti onary approach . Pr e- planned Product L'llpr ovement should be­

cane an integral part of the Acquisition Str ategy . 

5. Achievenent of economic rates of production is a fundamental 

goal of t he acquisition process . 

6. 'Ihe Services should plan t o r ealistical.l.y budget and fully 

f und in the Fiscal Year Defense Plan and Extended Planning Annex t he 

Research and Devel opment , procurment , l ogistics and manpower costs 

at the l evels necessary t o protect the acquisition schedule estab­

lished at pr ogr a:, approval points , and t o achieve acceptable r eadi­

ness l evels . 

7. Improved readiness i s a pri,nary objective of the acquisition 

pr ocess of comparabl e irllportance t o r educ ed writ c ost or r educed. 

acquisition time . Resourc es t o achieve r eadiness will r eceive t he 

s a:ne emphasis as t hos e r equired t o achieve schedule or performanc e 

objectives . Include from the start of weapon syst em progr ams 

designed in reliability, ltlaintainability and support . 

8 . 'Ihe pr oper "arms-length" buyer s eller r elationship should 

not be interpret ed by governrnent or industry as adversarial . 'lhe 

DOD should be tough in contract negoti ations, but weapons acquisition 
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should be managed on a participating basis using industry as a 

full constructive t eam member. A strong industrial base is nec­

essary f or a strong defense. 

RECOHIBNDATION 2 - PREPLANNED PROIXJCT D.fl'ROVEllENT. 

A r evolutionary system devel opment approach which uses new 

and lllltried t echnol ogy t o meet a military threat can off er dram­

atic potential pcqof fs , but frequently ends up with large c ost 

increases and schedule slippages . 

An evolutionary approach offers an alternative which minim-

izes t echnol ogical risk, and consciously inserts advanc ed t echnol ogy 

through pl anned upgrades of t hos e depl oyed subs7stems which offer 

t he gr eatest benefits . In this manner t he lead t:i,,ie t o field 

technol ogical advances can be shortened while an aggr essive sched­

uling of f i elded per f ormance impr ovements can be expected during 

the s ervice life of the sy-stems . 1his Preplanned Product I mpr ove­

ment concept is commonly used in caM1ercial i ndustry . 

It is r ecommended most new and existing syste:ns shoulc! be 

parti oned f or per f or:nance gr owth through t he application of upgrades 

t o key subsyst eU1s in order t o reduc e devel opment r i sk , and take 

best advant age of t echnol ogical advance . 

The advantages of this conc ept can r educe acquisiti on t ime, 

r educe develop~ent risk and c ost , and enhance f i elded performance 
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the depl oyment of upgr ades . A r evolutionary appr oach can always 

be adopt ed when the demands of t he t hreat or other c ompelling 

11ilitary needs r equire such an appr oach. 

The disadvant age~ of t he pr e-planned product i.rlJ)rovement 

conc ept is t he performanc e needed t o meet a critical threat mcliY 

dictate th e use of distant t echnol ogy, but the factors involved in 

such a decision are s el do~ incisive . 'lher ef or e , t he choice between 

alternatives is not likely t o be absolutely clear. 

RECO~J.1ENDATI0N 3 - MUL TIT.EAR PRCCUREMENT 

Regarding Multiyear Procurooent , it is encouraged based upon a 

case-by-case benefit risk anabrsis . Multiv ear procure:nent could r e­

sult in an aver age dollar s avings between 10 t o 20% in unit procurement 

cost through impr oved econOl\i es and efficiencies in production 

pr ocesses , ec ononv - of scale l ot buying, decr eased financial borr0t•:ing 

c osts, bett er ut ilizati on of industrial f acilities and a r eduction 

in t he administrative burden in the placement and adnd.nistrat i ve 

wor k involved i n contract s . Higher quality pr oducts will r esult i n 

t he sti, 1ulated investraent in production equipment. Ther e wi ll be 

a l ower def ect rat ing in pr oducts . The "llarket stability will als o 

enhance t he continuity of subcontractor suppl y lines and t hereby, 

decreas e acauisition tilue . 

'ihe priptary disadvantage of this r ec orn 11endati on is that t he 
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t echnique f ences in noney and i f used t o excess , it would signifi ­

cantly r educ e t he flexibility of t he Secretar'J of Def ense t o r espond 

t o unforeseen changes in the external threat . 

RECO. MENDATION 4 - INCREASED PRCGRAM STABILITY. 

Program instability is cost].r in both t i !!le and money . 

It was r ec ommended the Secretary of Defense , his office and the 

services should fully fund t he r es earch and devel opment and pr o­

curement of major systems at levels nec essary t o pr ot ect the 

acquisition schedule es t ablished at t he ti111e the pr ogram i s 

baselined. Limit stretch- outs due t o f unding constraints except 

when 1nandat ed by Congr ess . 

The advant age of this r ec o..1I!lendation is it will r educ e cost 

and saves ti111e by stabilizing schedules , auantiti es , and pr oduction 

rates . It will enhanc e t he ability t o plan force modernizati ons . 

Budget flexibility will be r educed by this c onc ept and is t he main 

disadvant age. 

RECOMMENDATION 5 - ENCOURAGE CAPITAL INVES'Jl•m!JT 'ID ENHANCE PROOOCTIVIT.! 

Ther e i s no doubt t hat productivity in t he defens e section of 

the United Stat es economy has been l agging, in lar ge part because of 

l ow l evels of c apital investment compared t o U. S . manufacturing in 

g eneral . Cash n ow pr obl ems , tax policy , high interest r at es , and 
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how return on investment t end t o limit available investment capi tal . 

'The industry views low pr ofits and progr am instability- as precluding 

i nvestment in capital equipment . '!1his situation has two major 

i mplications: a tendency t o shift fro~ defense t o commercial business 

and a decrease in funds available f or facilitization . The steering 

canmittee suggest the encouragement of capital investment thus increas ing 

l ong term investments which s hould lead t o lower unit c osts of systems. 

Productivity should also be increased. 

RECCH,1ENDATION 6 - BUroET TO MOST LIKELY COSTS. 

Low initial cost estimat es are a prime contribution t o apparent 

cost growth . Program costs are sanetimes purpos el y understated 

either because DOD is f orcing a progr am t o fit or because the contractors 

are purposely lowering their cost estimates in order t o win a contract 

with t he h opes of recovering costs on f ollow on c ontracts . This is 

referred to as "beying in" and is defined as the submission of an 

unrealistically l ow offer, usually substantiall/ bel ow estimated 

cost , with the expectation of recovering l osses on changed wor k and/or 

follow on contracts .23 The most likely or expected costs , including 

pr edictable cost increases due t o risk should be budgeted. 

The advantage of this concept is t her e is less cost gr c>.-,th, 

more realistic l ong- t erm defense acquisition budget , and increas ed 

pr ogram stability. The primary disadvantages are that it is difficult 

23u .s. Gener al Accounting Office , Dir ector , Offic e and Policy and 
Special St udies , Glossary f or Systems Analysts , 1969 . 
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i n determining if a contractor is providing r ealistic estimat es. 

There is also the polit ical difficulty in r e j ecting bids that 

project prices l ower t han costs . 

If t he Servic es are required t o budget t o most likely or ex­

pected c osts including predictable c ost increases due t o risk, 

instead of the contractually agr eed upon c ost . 

RECOI,C·1ENDATI ON 7 ECONCMIC PROWCTION RATE.5 . 

The c ost and ti111 e needed t o put a weapon system in t he field 

can be r educed by establishing and sustaining rates of pr oduction , 

f or example the r ate at t hich unit c ost does not decrease signifi­

cantly .,ri th further rate increas es . Tight budgets and strong com­

petition between pr ograms have f orced maey progr ams t o accept fund­

ing levels in the budget which will not sustain an econo:nic rate o.f 

pr oduction. 

A c ommit ment t o economic production rates cannot rule out 

sound argu:4ents f or l ower(or higher) rates . For exa'llple, t he 

Services ma;r wish t o stretch a progr am over a nuJ11ber of years 

in or der t o preserve a warm pr oduction base t o permit rapi d mob­

ilizati on t o 11\eet a crisis or war . However, this r equires stock­

piling of materials , parts and subsystems to be effect ive . 

If t he Services use economic production rates in their progr am 

and budget requests, or explain and be prepared t o defend the r eas on 

why a dii'fer ent r ate was selected tine vri.ll be s aved and costs 



r educed i n the acquisition of t r.e new system . 'Ibis is t he :nain ad­

vanta"e of the econod.c production r ates . 

The disadvantage will be this conc ept will be the short ened 

production run f or a gi ven quantity with peak funding c o11peti ng with 

other syste. .s , possible workload fluctuat i ons in certain industries wi th 

occasional dead time and possible erosion of t he industrial base . 

This concept may also increase the c ost of corr ect ing support proble, s . 

RECO .fENDATION 8 - ASSURE APPROPRIATE CON'lRACT TYPE. 

As I stated earlier, industry has r epeatedly expr essed serious 

concerns about the recurring use of the wrong type of contract . In 

particular, fixed pric e contract s are frequently emplo-Jed for :les earch , 

Development , Test and Evaluation(RDT&.E) and early pr oduction , which 

have legiti ate c ost uncertainities. This leads t o a high risk sit­

uation f er t he contractors and t o c ost overruns f or the Depart ,1ent of 

Def ense . Curr ent DOD policies and r egulations give guidanc e as t o 

the use cf appropriat e c ontract t ypes hcwever , this guidance is not 

being f ollowed. in the field. 

If t he pr ogr am 111anagers wer e gi ven the r esponsi bility t o tailor 

contract types t o balance pr ogr am needs and c ost savings with real­

i stic assessment of an acceptable balanc e of contract or and governr ent 

risk , this would pr eclude a c ompan,y fro1 bei ng f orced t o assume c ost 

risk beyond t neir financi al abilit:-,· . I t could also increase competition 
m 

and give the program managers mor e flexibility t o accornodate pr ogra".'I 
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needs . The disadvantage of this recommendati on i s t he Govern :1ent 

would be f or ced t o assume mor e c ost risk . 

RECOMMENDATION 9 - I MPROVE SYSTEM SUPPCBT AND READINESS. 

As a r esult of r ecurring pr oble.ns with weapons system support 

t he recent r evisi on of acquisition polici es includes a ma j or em­

phasis on support i ssues , including r eliabi lity , '.:laintenance , 

spares , t est equipment and 111aintenance manpower . 

It was r ec c1nmended t o establish r eadiness objectives f or each 

develop. 1ent pr ogr am t o include esti mates of the r eadiness l ei-rel 

t o be achieved at earl y fielding and at naturi ty . I mplement acqui­

siti on policy establishing "desi gned in" reliability and r eadiness 

capabilities . The imple1nentati on 111ust emphasize the obj ectives of 

shortening the overall time t o deliver ecuipment to t he troops which 

meet missi on and readiness needs; the need f or i mproved estimates of 

the Res earch and Development and support r es ources r equired; and 

additionally, ask t hat so,e forc e elements be targeted f or a maj or 

i ·1pr ovement in d esigned i n support capability t o be l ess dependent 

on a support tail . 

I mpr ovement in r eadiness is a ma j or objective of our national 

defense . This r ec o11mendation is a must and no doubt wi ll require 

additi onal t echnical effort and resources earl y in acquisition 

pr ogr ams . The Services are encouraged t o develop implementing 

guidelines , including procedures f or addressi ng support early in 

the programs. 



RECCMMENDATION 10 - REOOCE THE AIMINISTRATIVE COST AND TIME TO PROCURE. 

In 1974, l ess stringent requirements wer e established f or 

DOD c ontract procedures associat ed with purchas es under $10 , 00Q. The 

purpose was t o r educe time and paperwor k costs t o levels equal t o t he 

value of the item being procured . Since then, inflation has reduced 

the purchasing power of t he dollar and $10 ,000 . in 1974 would be 

doubled t oday in terms of money needed to make the s ame purchas es . 

If t he $10, 000 . limit were raised t o $25, 000 . t o accommodat e 

inflation and r educ e unnecessary paperwor k and r eview there would 

be a drastic r eduction in paperwor k . 'lhis would r educe administra­

tive lead t ime, which would result in r eductions in in- h ouse and in­

dustry overhead c osts . 'lhis would support a far mor e effici ent Govern­

ment cash flow management . 

RECCM1ENDATION ll - INCORPORATE THE USE OF rurGETED .FUNDS FOR TECH­

NOLCGICAL RISK. 

Material development and early production progr ams are sub j ect 

t o uncertainties . Pr ogram managers who explicitly r equest funds t o 

address t hese uncertainties occur , undesirable funding adjustments 

are r equired or the progr a.:n must be dela.red until the f ormal fundi.ng 

pr ocess can respond with additional dollars . 
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'Ihe Army has init i ated a Total Ris k Assessing Cost Estimat e t o 

explicitly address program uncertainties in the development of RDT&E 

budget estimates. The olr.er Services lack a similar c oncept t o justify 

r eserve funds f or dealing with devel opmental uncertainties . 

DOD efforts should be increased t o quantify risk and expand the 

use of budgeted funds t o deal with uncertainties. Cost estimates 

would then be more realistic and pr ogr ams would be more fully funded 

and overall prog r ams would be mor e stable . 

RECOMMENDATION 12 - PROVIDE ADEQUATE FRONT END FUNDING FOR TEST HARDWA..J:IB . 

, eapon system develop nent pr ograms often hav e t oo fe,;.r t est articles 

to allaw parallel tests f or performance , reliability, etc . and in 

order t o shorten development ti.11e without substantially increasing 

risks . Procure:nent of t oo few t est articles f orces a sequenti al 

appr oach whereby t he available t est articles are dedicated exclus-

ively t o develop::ient t esting. Cons equently , operational and other 

testing cannot be acco~plished concurrently (within acceptable l evels 

of risk) t o s ave time . 

In addition to designing f or the major performance objectiv es , 

increased emphasis s hould be placed on designing f or r eliability 

by pr oviding adequat e des ign margins, while giving full c onsi der ­

ation t o adequate testing, fault isol ati on and maintainability. 

Adequate test hardware should be pr ovided in t he program t o permit 

early c ombined environ:nental t ests of the s ubsystens and subsequent 

system tests , t o allaw iterati on of the design using the t est- fix 



test pr oc ess t o achieve early desi gn maturity . 

It was recommended that DOD provide suffici ent test hardware t o 

meet the s ubsystem , system and s oftware engineers ' n eeds t o pr oper l y 

parallel t esting t o r educ e overall schedule time . This proc edure will 

save time in t he t ot al acquisition pr ocess by emphasizing r eliability 

up f r ont and eliminating lengthy and costly pr oblem i dentif ication and 

correcti on efforts. 'Ihis proc edure will howev er , increase front-

end funding . 

RECOMMENDATION 13 - GOVERNMENTAL LIDISLATION RELATED TO AC(JJI SITION. 

You must agr ee that t he acquisition pr ocess has become over ­

burdened with gover nment al l egislation and r equirements . These 

regulations do have worthwhile objectives , but t hey impos e a costly 

and burdensane str ain on industry and the acquisition pr ecess . 

If t her e were l ess government al l egi slation and r equir ements 

impos ed an acquisition it would cost the contractors l ess in doing 

busi ness with t he Government . It would furthermore, reduce progr am 

costs , simplify t he c ontracting procedure and allow f aster awarding 

of contracts . 

!IBCOt¼IENDATION 14 - REDUCE THE Ntn1BER OF DOD OBJECTIVES. 

The current acquisition directive r efers t o 114 r el at ed dir­

ectives and instruct i ons . Ther e is r arely a challenge t o t hes e well 

intentioned directi ons , nor is t here a c ost benefit check performed . 
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Pr ogram manager and industr7 initiatives are often s t ilted by over­

regulation . !uth each new directive additional paper wor k , -,anhours 

and other direct cost s are raised. 

If t he mu ber of directives wer e reduced this will reduc e pr ogram 

costs . It is estimated that out of every dollar spent in the acquisition 

proc ess eight cents is spent on contract uall1 i~pos ed management 

systems and data require.,ents. 

RECOMAENDATI ON 15 - FUNDOO- FLEXIBILITY. 

Program continuity r equires t hat we budget f or procurement 

funds mor e than a year in advance of the actual t r ansition dat e of 

ma j or acquisition pr ogr ams f r om R&D t o pr ocurement . Sinc e most 

devel opment progr am schedules are success oriented, sometimes the 

procurement t ransition date arrives and the system is not r eadJ t o 

bey. Because funds have been budgeted, there is c onsiderable pres­

sure t o pr oc eed with pr oduction rather t han acc ept pr ogr a.-;i del ays . 

If the Secretary and/or ?tilitary Departments had the authority t c 

transfer thes e pr ccure:nent funds t o R&D t o correct deficiencies with­

out the prior approval of Congress, it would significantly decreas e 

t he ti ne involved in resolving progra.1 pr oble,s . Section 734 of 

Public Law 96- 527 provides a general authority f or Transfers , not t o 

exceed $750 million . In order t o Transfer funds it must be determined 

necess ary and t hat it i s in the best Nati onal i nt erest . It also 

must be appr oved by the Offic e of Manage , ent and Budget(a,rn) . It was 

ther efore r ecommended t o obtain legislative authority t o transfer 



individual weapon SJ sten Pl-ocurement funds t o RDT&:E. The advantages 

of this r eco:nmend.ation would be that the DOD would be pr ovided with 

~ore flexiblilit7 t o r esolve funding deficiencies and avoi d progr a 

deleys . 

RECOMMENDATION 16 - CONTRACTOR DICENTIVES TO D.WROVE RELIABILITY AtID 

SUPPORT. 

Industry f eelS performanc e and schedule are DOD' s principal 

objectives . Tner e is a need f or i ndust ry t o apply ~or e of their 

design talents t o r educing reliability and support probleins . Be-;ond 

this a need t o improve the i dentification and specification of 

maintenance T11anpower constraints and f or industry t o include t hese 

constraints in t he designs . 

It was recCfflmended acquisition strategies should i dentif~ t he 

approaches t o incentivize contr act or att ainment 0 £ r eliabilit y and 

maintainability goals and reduce ;;iaintenance manpower and skill levels . 

Thes e should include the approach taken in t he evaluati on , as ,·rell as 

specific Bi•rards , incentives and guarantees , such as specif ic r ewards 

f or i.1proving r eliability. The Servic es should devel op gr eat er 

expertise i n support r elated c ontractor incentives through analysis of 

experience gained on DOD progra11s . 

Improvements should be devel oped in t he method of pr o jecting 

critical '.':laintenanc e , anpower skill limitat i ons and translating these 
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into design constraints and objectives f or inclusion in specif ications . 

This concept would improve r eliability and support plus r educe t he 

maintenance manpower r equirements . 

.RECOMMENDATION l7 - DECREASE DSARC BRI EFI NG AND DATA ~IREMENTS. 

In t he past there has been an increasing t end.ency t o c entralize 

the decision process within the DOD. This practice alone increases 

the acquisition cycle, increases c osts due t o dela.Js in decisions, 

confuses authority, and has stifled innovation which c ould produce 

progr a::;i i mprovements leading t o cost s avings . 'Ihe principle of 

dec entralizati on should be applied t o acquisiti on manage,:ient , and 

was therefore r ec onmended. 

RECOM-1ENDATION 18 - BUIDETING ':!EAPONS SYSTEMS FOR INFLATION. 

Historically, inflation pr edictions have been l ess-er than the 
I\O 

actual i nflation that come t o pass . The situation has been most 

severe in major weapon pr ograms that s pend out slowly and extend into 

thos e years when inflation estimat es have been poorest . 'Ihe result 

i s that unpredicted inflati on has cut heavily into r eal progra~.s by as 

much as $6 or $7 billion a year . It was r ecornnended t o review various 

methods and alternati ves for budgeting mor e realistically f or inflation. 

RECOHMENDATION 19 - FORECAS'I'm'.} OF BUSINJ!SS BASE CONDITION 

The business base at ke-J defense plants is not adequatel y 



considered in DOD program development. Cr oss-Service impacts and 

the effects of non- DOD work dist orts business base projections and 

seriously increases cr'lerhead c osts . This has caused large cost 

growth f or certain systems . Too little consider ation is given t o 

this factor in DOD planning and decision-~aldng . 

It was r ecormnended t he Services incr ease t he effort t o coord­

inate programming informati on that aff ects other Service overhead 

costs at given defense plants . This will result in better cost 

estimates and lower cost t o t he g overnment and provides mor e r ealistic 

c ost s and stability . 

RECOMMENDATI ON 20 - I MPROVE TIIE SOURCE SELECTION PROCESS . 

Sane c ompet i tively selected contractors have per f on ned poor ly. 

Source selecting s ometimes does not take past performanc e into 

consi deration . Als o, the credibility and realism of contract or cost 

pr oposals ar e not always challenged . 

It was recommended t o place added emphasis an past perf ormanc e , 

schedule r ealism, facilitizati on plans and c ost credibility. De ­

emphasize the i.-:iportance of' l owest propos ed cost . Devote mor e at­

tention t o evaluat ing contract ors ' perfor:nanc e during and at t he t i , e 

of c ontract c ompletion . Th.is will eliminate poor performers , elim­

inate proposals that are unrealistically priced, thereby reducing the 

risk of buy-i.ns . This c onc ept may- limit competi t i on and be diffi cult 

implement and apply fairly . 

..... 
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RECOMMENDAI'ION 21 - DEVELOP AND USE STANDARD OPERATIONAL AND SUPPORT 

SYS T:EMS • 

New subs;,steius and support systems are developed that are peculiar 

t o specific systems , yet have many perfor mance features in C OillllJOn with 

other S".fstems . It it reco.:llllended t o i dentify and develop standard 

subsystems and support syste,s or t heir t echnol ogy t o meet proj ected 

syst ems needs . This will r esult in earlier deployment with l ower 

risk, enhance supportability and r educe operating c osts . 

RECO. lMENDATION 22 - PROVIDE MORE APPROPRIATE DESIGN TO COST GOALS . 

Design t o Cost f ee awards are made as a r esult of paper analysis . 

There is litt l e or no t i e t o actual cost in pr oduction . It is rec­

cxnmended t o provide appropriate incentives t o industry b-, associating 

fee awards t o actual costs achieved during the early production runs . 

REOO MENDATION 23 - ASSURE I J.IPLEMENTATION OF ACQUISITION PROCJlSS 

DECISIONS . 

The acquisition proc ess has been studied man.7 t imes by many 

organizations . Most of the r ecom11endati ons presented her e have been 

made before . However few of t hese past recommendations have ever been 

implanented . 

Since potential decisions c ould l ead t o , ajar changes t o the 

process and even t o DOD organizations and their r ol es , i t will be 

difficult f or the existing DOD organizations t o execute changes 

without high l evel att enti on . A f undament al det ermination ·rhich 
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is req_uired f or each decis i on is whether i 111plenentation s hould 

r eflect c entralized c ontrol under t he Offic e of t he Secretary of 

Def ense or decentralization t o t h e Servic es . In s elected areas a 

uniformity of acti on across Services ~ay be desired. 

I t was recooMended t o ensure t bat a det ermined management 

translates approved r ecommendations into implementable direction and 

fixes r esponsi bi lity s o t hat 11anagenent has visi bility of the action 

taken . This plan wi ll not succeed wi thout a ,.,ell planned intensi ve, 

high visibility , r elentless imple.:,entation phase. ;Ii thout this effort , 

much time will have been wasted on a hopeless caus e . 

24. I SSUE A 

Issue A is on t he Defense Systems Acquisition Review Council 

. .fi.lestones and ho· they should be reduced t o "~equirErnents Validation" 

and Progra'll Go Ahead. 

25 . ISSUE B. 

HENS should be sub::rl.tted ,-rit h Service POH thus linking t he 

acoui.sition and Planning Progr amming and Budgeting Process . 

26. I SSUE C. 

Defens e Systems Acquisition Review Council memb ership should b e 

r evised t o include t he appropriat e Servic e Secretary or Service Chief . 

27 . ISSUZ D. 

The Defense Acquisition Executiv e s hould c ontinue t o be t he 



w 

Under Secretar-f of Def ens e f or Res earch and Engineeri.ng(Formerly 

Director of Defens e Research and Engineering) . 

28. ISSUE E. 

The Criterion for DSARC Review should be increased t o $200million 

RD'm:E and $lbillion pr ocure.-.ient in fiscal year 80 budget . 

29. ISSUE F. 

Integration of t he DS.ARC and PPBS Process will be achieved by 

requiring that fiscally executable prograins be present ed f or Defens e 

s:rste.ms Acquisiti on Review Council review . 

30. ISSUE G. 

Logistics and Support Res ources ,dll be included in the Service 

Pr ogr am Ob j ective ~1emorandum by ueapon syst er:i, and Pr ogram Managers 

will be given mor e control of support r es ources , funding and execut i on . 

31. ISSUE H. 

Improved Reliabi lit7 and Support f or expedit ed "Fast Track" 

progr a:1s will be achieved by r equiring an earl_1 decision on t he 

additional resources and incenti ves needed t o balanc e t he risks . 

Again, I would like t o emphasize t he f act that t he acquisit i on 

pr ocess has been studied man;, times by man; organizations. 'Jost of 
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the reccmmendations presented by the s teering group have been made 

befor e . Few of these r ecommendations however have ever been i.Jnplemented. 

A difficulty wi th implementing r ecommendations r egarding the 

acquisiti on pr ocess is the gr eat nuJUber of peopl e within and outside 

of t he Depart::1ent of Defense involved t o make L ,plementation succeed. 

This r equires intensive f ollow- up effort at all levels of manage."lent 

t o make sure t he r ec orrunendations r eal.17 do talce hold. 

To insure implernentation of the i mpr ove.11ents package, Secretary 

~;einberger assigned the Under - s ecretary of Defense f or Research, 

Engineering, and Acquisition t o f ollow up on the decisions and t o 

make sure nothing falls between. Progr ess r eports are t o be made 

in the different areas t o ascertain implementati on of t he r ecommendations . 

In a ver✓ short period of time, Secretary Ueinberger . and Deputy 

Secretar✓ Carlucci have 'ilade the commit ment and come up ~•/1.th a plan 

of acti on t o make major improvements in t he Department of Defense 

acquisi t i on pr oc ess . To make it happen, not only is full and con­

tinuous support by the Servic es and the Office of t he Secret ary of 

Defense staffs necessary but also t he support of the Offic e of 

Hanagement and Budget , Congr ess , and industry i t s elf . 

'Iher e are s ome critics and skeptics who are sa·dng we ' ve seen 

all of t hes e r ec ommendations and all of "t.his'' befor e , it' s all 

"motherhood and platit udes" , nothing will change , everythi.ng will 
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be the same one year f r an now as it i t now or was last year . 

lhat is exactly what t hey said when Pr esident Reagan proposed 

his ec ancxnic and tax bills t o Congr ess a few short months ago . 

Peopl e are still in shock . 
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