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Execut ive Summary 

Purpose Th is report focuses on the acqu is it ion process of the Department of 
Defense (DOD) i n the context of key e lements that are necessary if DOD i s 
to manage the process effect ive ly. Many of the e lements were inc luded 
in the d iscuss ion of DOD’S acqu is it ion process dur ing GAO'S Ju ly 1988 tes- 
t imony before the Senate Committee on Armed Serv ices. At the Commit- 
tee hear ings, the Cha irman asked GAO to cons ider further the e lements 
needed for an effect ive acqu is it ion process and report the resu lts of its 
work to the Committee. Th is effort was to rev iew DOD'S acqu is it ion pro- 
cedures, d iscuss the e lements necessary for an effect ive acqu is it ion pro- 
cess with defense experts both with in and outs ide DOD, and take 
examp les from past reports that i l lustrate the effect when those e le- 
ments are miss i ng from the process. 

Background DOD spends more than $100 b i l l i on a year on weapon systems-$375 bi l- 
l ion pro jected for research, deve lopment, test, eva luat ion, and procure- 
ment in f isca l years 1989 through 1991. DOD has years of exper ience in 
th is process; the modern acqu is it ion system dates back to the ear ly 
1960s. Yet, desp ite the length and intens ity of its exper ience, DOD cont in- 
ues to exper ience prob lems acqu ir ing weapon systems. 

Resu lts in Brief DOD'S acqu is it ion prob lems have been known for a long t ime. GAO'S 
reports show that DOD has had to dea l with the prob lems of cost growth, 
schedu le s l i ppage, and performance shortfa l ls constant ly s ince the 
1960s. But the acqu is it ion process is comp lex and its prob lems are not 
eas i l y reso lved. So lv i ng them requ ires address ing e l ements that are fun- 
damenta l to an effect ive acqu is it ion process. These e lements re late to 
leadersh ip, work force, organ izat ion, informat ion, and affordab i l ity. A 
ma jor factor is enforc ing comp l i ance with interna l contro ls. 

GAO’s Ana lys is DOD i s perhaps the largest and most comp lex organ izat ion in the world. 
The unprecedented peacet ime bu i l dup of defense dur ing the past dec- 
ade, coup led with d isc losures of excess ive pr ices pa id for defense parts, 
fo l l owed by the procurement scanda l and reve lat ions of other fraud, 
waste, and abuse has magn if i ed the prob lems with the acqu is it ion pro- 
cess. The pub l i c and the Congress have ser ious ly quest ioned DOD'S ab i l- 
ity to manage its acqu is it ion programs effect ive ly. Cost growth, 
extreme ly long acqu is it ion t imes, and program stretchouts resu lt ing in 
ineff ic ient product ion rates have been common. Many reforms are 
needed. Now, at the beg inn ing of the 1990s DOD wi l l l i ke ly have to l ive 
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Execut ive Summary 

with constra i ned or no growth budgets for some t ime to come. To ma in- 
ta in a n effect ive defense, with in the f isca l constra ints of the current 
budget env i ronment, DOD must address the weaknesses in its acqu is i t i on 
process. As d i scussed be l ow, DOD must strengthen each of the e l ements 
that are fundamenta l  to an effect ive acqu is i t i on process if it is to dea l  
effect ive ly w ith the many acqu is i t i on prob l ems it is n ow fac ing. 

Leadersh i p Past efforts at reform have waned w ithout address i ng the most d iff icu lt 
i ssues. The Off ice of the Secretary of Defense (OSD) needs to take a 
strong leadersh ip pos it i on to break d own the cu ltura l barr iers that have 
frustrated past efforts at reform and to encourage the serv ices to work 
with OSD i n a  team effort to imp l ement acqu is i t i on reform. Strong, sus- 
ta i ned support from the Secretary of Defense is necessary if the serv ices 
are to be conv i nced to cooperate with OSD to make the acqu is i t i on pro- 
cess work. 

Work Force The experts GAO spoke to fe lt that h igh ly qua l i f i ed, techn ica l l y compe- 
tent peop l e work i ng together is a  key factor in a n effect ive and eff ic ient 
acqu is i t i on process. However, the ab i l i ty to attract and reta in h igh ly 
qua l i f i ed peop l e, at a l l l eve ls of the acqu is i t i on process, is constra i ned 
by prob l ems with the appo i ntment system, restr ict ions regard ing d ivest- 
iture and post emp l oyment, and sa lary leve ls. 

Organ izat i on Many off ices with in OSD and the serv ices have a ro le in deve l op i ng po l i- 
c ies, approv i ng programs, mon itor ing imp lementat ion, and assess i ng the 
resu lts of the acqu is i t i on process. It is important that these off ices work 
together as a team to so lve common prob l ems in these areas. A strong 
organ izat iona l concept that has been used by DOD i n the past for th is 
purpose is mirror ing. The bas i s of th is concept is that the structure of 
OSD and the off ices of serv ice secretar ies shou l d b e s imi lar for ma jor 
funct ions so that the peop l e respons ib l e for the same funct ions at the 
d ifferent organ izat iona l leve ls can more eas i l y work together to address 
common issues before they become ma jor prob l ems. 

Informat ion 
Y 

Informat ion is v ita l ly important to the overs ight funct ion and for 
dec is i on-mak ing. A free f low of informat ion, both up and d own the 
organ izat ion, is essent ia l  to effect ive management overs ight. Past aud its 
and GAO'S d i scuss i ons with off ic ia ls d i sc l osed prob l ems with the free 
f low of informat ion perta in i ng to ma jor weapon systems acqu is it i on. 
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The i nformat ion has not f l owed free ly, it has been opt im ist i c, and the 
effect i veness of DOD'S ma jor i nformat ion systems has been m ixed. These 
prob l ems can have s ign i f i cant adverse impacts on the defense acqu i s i - 
t ion process-dec i s i on-mak i ng is extreme l y d iff icu lt and overs i ght is 
weakened. 

Interna l Contro l s Estab l i sh i ng and ma i nta i n i ng an effect ive interna l contro l s ystem is an 
important management respons ib i l i ty. Good interna l contro l s are essen- 
t ia l for proper l y ma i nta i n i ng government bus i n ess and ensur i ng fu l l 
accountab i l i t y for the pub l i c’s  resources. DOD has estab l i s hed a deta i l ed 
interna l contro l s ystem and has many  regu lat i ons, d irect ives, and 
i nstruct i ons that p l ace checks and ba l a nces on DOD'S acqu i s i t i on process. 
GAO and other aud i t agenc i e s have i ssued a number of reports that show 
that DOD needs to strengthen its adherence to the interna l contro l s gov- 
ern i ng the acqu i s i t i on and contract i ng processes. 

Affordab i l i ty There are concerns about DOD'S requ i rements determ inat i on process and 
the l i nk between DOD'S weapon system dec i s i on process and its resource 
a l l ocat i on process. Pr ior GAO reports show that DOD'S requ i rements pro- 
cess does not adequate l y cons i der f isca l constra i nts. Not cons i der i ng 
those constra i nts contr i butes to the prob l ems of unrea l i st i c overa l l  force 
goa l s, unaffordab l e numbers of weapons, and dup l i cat i on of systems. 
Test imony from the former Under Secretary of Defense for Acqu i s i t i on 
and d i scuss i ons w ith i n the acqu i s i t i on commun i t y s h ow that the l i nk 
between the Defense Acqu i s i t i on Board’s weapon system dec i s i on pro- 
cess and the DOD resource a l l ocat i on process is not strong. The resource 
dec i s i o ns are made  annua l l y, wh i l e the Defense Acqu i s i t i on Board 
make s  its dec i s i o ns at the ma j or m i l e stones that may  be years apart. A 
m i l estone dec i s i on made  by the Defense Acqu i s i t i on Board th is year may  
be i nva l i dated by a fund i ng dec i s i on made  next year. 

Current DOD Efforts 
Improve Acqu is i t i on 

to Although the Secretary’s Ju l y 1989 Defense Management Report and 
the January 1990 update are not spec i f i c on imp l ement i ng the ir propos- 
a l s i n man y  areas, GAO i s encouraged by the para l l e l s between the areas 
addressed in that Secretary’s report and the areas GAO be l i e ves DOD 
shou l d focus on to reso l ve l ong-stand i ng acqu i s i t i on prob l ems. However, 
as d i s cussed in th is report, h i gh l y pub l i c i zed in i t i at ives have c ome and 
gone w ithout an apprec i ab l e susta i ned impact on the tough management 
i ssues affect ing DOD'S acqu i s i t i on process. The cu l tures imbedded in DOD, 
wh i ch often are opposed to change, are d iff icu lt to mod i fy. Strong, l ong- 
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term leadersh ip by the Secretary and teamwork on the part of the ser- 
v ices, comb i ned with t ime ly a nd ob ject ive informat ion and strong com- 
p l i ance with interna l contro ls, are requ ired to overcome these cu ltura l 
barr iers and make rea l, last ing change to the acqu is i t i on process. 

Recommendat i ons The observat i ons GAO makes in th is report are based on past reports that 
conta i n numerous spec if ic recommendat i ons. Th is report is i ntended to 
present GAO'S and defense experts’ perspect i ves on the acqu is i t i on 
process; it is not to repeat recommendat i ons made prev ious ly. There- 
fore, GAO i s mak i ng no recommendat i ons in th is report. 

Agency Comments GAO d id not obta i n agency comments on th is report. However, GAO d id 
d i scuss the genera l  content of the report with OSD and serv ice off ic ia ls. 
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Chapter 1 

Introduct ion 

The Department of Defense’s (DOD) acqu is i t i on process has been the sub- 
ject of d i scuss i on and cr it ic ism for many years. Over the past 20 years, a 
number of ma j or stud ies have been made of the process and have shown 
that the prob l ems exper i enced today are s im i l ar to those of the past. 
Our reports on ind iv i dua l weapon systems show that DOD has had to 
constant ly dea l  w ith the prob l ems of cost growth, schedu l e s l i ppage, and 
performance shortfa l l s in the acqu is i t i on of ma j or weapon systems s i nce 
the 1960s. A number of attempts, such as the Defense Acqu is i t i on 
Improvement Program (the Car lucc i  In it iat ives) and the Pres i dent’s B lue 
R ibbon Commiss i o n on Defense Management (the Packard Commiss i on), 
have been made to reform the process, but prob l ems rema in. 

The unprecedented peacet ime bu i l dup of defense dur i ng the past dec- 
ade, coup l ed with d i sc l osures of excess i ve pr ices pa i d for defense parts, 
fo l l owed by the procurement scan,da l  and reve lat i ons of other fraud, 
waste, and abuse has magn i f i ed the prob l ems with the acqu is i t i on 
process. The pub l i c and the Congress have ser ious ly quest i oned DOD'S 
ab i l i ty to effect ive ly manage its acqu is i t i on programs. Cost growth, 
extreme ly l ong acqu is i t i on t imes, and program stretchouts resu lt i ng in 
ineff ic ient product i on rates have been common. Many reforms are 
needed. 

Now, at the beg i nn i ng of the 199Os, DOD wi l l l i ke ly have to l ive w ith 
constra i ned or no growth budgets for s ome t ime to come. To ma inta i n an 
effect ive defense, with in the f isca l constra ints of the current budget 
env i ronment, DOD must address the weaknesses in its acqu is i t i on pro- 
cess. We  have test if ied that certa in e l ements were necessary for DOD to 
manage its acqu is i t i on system effect ive ly. The Cha i rman of the Senate 
Committee on Armed Serv i ces asked us to eva l uate these e l ements and 
report our f ind ings to the Committee. 

Overv i ew of Defense 
Acqu is it ion 

The acqu is i t i on m iss i on of DOD i s to contract for and oversee the deve l- 
opment and product i on of weapon systems, other equ i pment items, and 
serv i ces requ i red to accomp l i sh approved mi l i tary goa l s and ob ject ives. 
Weapo n  systems, the ma j or products of the defense industry, genera l l y 
refer to such techn ica l l y comp l ex i tems as a ircraft, miss i l es, sh ips, and 
tanks. 

The acqu is i t i on of a weapon system may be cons i dered a three-stage 
process -deve l opment, inc l ud i ng p l ann i ng, research, test ing, and eva lu- 
at ion; product ion, inc l ud i ng qua l i ty contro l and manufactur i ng; and sup- 
port, inc l ud i ng acqu ir i ng rep l en i shment spares and other equ i pment and 
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Descr ipt i on of the 
O ff ices Respons i b l e 
for DOD’s Acqu is i t i on 
Process 

equ i pment mod i f i cat i ons. DOD descr i bes the acqu i s i t i on process as pro- 
ceed i n g through a ser i es of management dec i s i on po i nts-m i l estone 
dec i s i ons-as a system proceeds from a spec i f i c requ i rement to concept 
exp lorat i on, demonstrat i on and va l i dat i on, fu l l -sca le deve l opment, pro- 
duct i on, and f ina l l y, dep l o yment and support. The m i l e stones descr i bed 
in DOD Instruct ion 5000.2 are 

m i l e stone 0 (program in i t i at i on/m iss i on-need dec i s i on), 
m i l e stone I (concept demonstrat i on/va l i dat i on dec i s i on), 
m i l e stone II (fu l l -sca le deve l o pment dec i s i on), 
m i l e stone III (fu l l-rate product i on dec i s i on), 
m i l e stone IV ( log ist i cs read i ness and support rev iew), and 
m i l e stone V (ma jor upgrade or system rep l acement dec i s i on). 

The forum for i s sues re lated to m i l e stone dec i s i o ns is the Defense Acqu i - 
s it i on Board (DAB). The DAB, wh i ch is ass i sted in its work by 10 comm it- 
tees, is used by DOD components to reso l ve i ssues, prov i de and obta i n 
gu i dance, and make  recommendat i o ns to the Secretary of Defense 
through the Defense Acqu i s i t i on Execut i ve (current ly the Under Secre- 
tary of Defense for Acqu i s i t i on (USDCA))) on matters perta i n i ng to the 
acqu i s i t i on process. The DAB makes  recommendat i o ns to the Defense 
Acqu i s i t i on Execut i ve on m i l e stone dec i s i o ns for ma j or programs where 
such dec i s i o ns are reserved for approva l  b y the Secretary of Defense. 

The Defense Resources Board’ is assoc i ated w ith the overa l l  P lann i ng, 
Programm ing, and Budget i ng System. The ob j ect i ve of the system is to 
prov i de the operat i ona l  c ommanders in ch i ef the best m i x  of forces, 
equ i pment, and support atta i nab l e w ith i n f isca l constra i nts. DOD uses 
th is system to deve l o p its annua l  budget and to exam i n e and ana l y ze 
pr ior dec i s i o ns from the v i ewpo i nt of the current env i ronment. 

The DOD acqu i s i t i on process i nvo l ves var i ous DOD off ices, such as the 
Off ice of the Secretary of Defense (OSD), the serv i ce headquarters, ma j or 
c ommand  headquarters, ma j or subord i nate c ommands, i nd i v i dua l  l abo- 
rator ies, and other support i ng act iv i t i es, as we l l  a s tens of thousands of 
pr ime contractors and hundreds of thousands of supp l i ers and subcon- 
tractors. The DOD off i ces that are pr imar i l y respons i b l e for the acqu i s i - 
t ion process are the USD(A), the Under Secretary of the Army, the 

Y 

‘The Defense Resources Board was rep l a ced by the Defense P l ann i n g a n d  Resources Board (DPRB) as 
part of the act i ons taken in codunct i o n w ith the Defense Mana g ement  Rev i ew. 
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Introduct ion 

Ass i stant Secretary of the Air Force for Acqu i s i t i on, and the Under Sec- 
retary of the Navy ass i sted by the Ass i stant Secretary of the Navy for 
Sh i pbu i l d i ng and Log i st i cs and the Ass i stant Secretary of the Navy for 
Research, Eng i neer i ng, and Systems. The Director of Operat i ona l  Test 
and Eva l uat i on (DOT&E) a l so p l ays an important ro le i n acqu i s i t i ons as a 
check on the read i ness of the weapon system to proceed to the fu l l -rate 
product i on phase of the process. 

The Off ice of the USD(A) has 11 groups report ing to it. The USD(A) 'S ass ist- 
ants in oversee i ng the acqu i s i t i on funct i on i nc l ude the Ass i stant Secre- 
tary of Defense for Product i on and Log i st i cs, the Ass i stant Secretary of 
Defense for Command, Contro l, Commun i c at i o ns and Inte l l i gence, and 
the Director of Defense Research and Eng i neer i ng. 

Ob ject i ve, Scope, and 
Methodo l ogy 

. 

. 

. 

Our pr imary ob j ect i ve was to eva l uate DOD'S acqu i s i t i on process in the 
context of the e l ements necessary to manag e  the acqu i s i t i on process 
effect ive ly. W e  were to obta i n the perspect i ves of experts w ith h i gh 
l eve l  DoD exper i ence to determ ine if they be l i e ved these e l ements were 
important, if they be l i e ved the e l ements were in p l ace in DOD, and, if not, 
what wou l d  be necessary to estab l i sh them. In add it i on, we d i s cussed 
the e l ements w ith peop l e i nvo l ved in the process to determ ine if the e le- 
ments were in p l ace and the extent of prob l ems in those areas. 

The e l ements are 

support from the Secretary of Defense so that the OSD organ i zat i on can 
proper l y oversee the acqu i s i t i on funct ion; 
know l edgeab l e  peop l e work i ng together as a team; 
a funct i ona l l y m irrored organ i zat i ona l  structure, that is, the serv i ce 
headquarter’s organ i zat i ona l  structure shou l d be the s ame as OSD'S orga- 
n i zat i ona l  structure so that the peop l e i n charge of the s ame funct i on are 
of s im i l ar rank and pos it i on; 
adequate i nformat ion to a l l ow DOD managers to make  i nformed dec i s i o ns 
and ensure effect ive management overs i ght; 
an acqu i s i t i on process and structure that i ncorporates an effect ive sys- 
tem of checks, ba l ances, and interna l contro ls; 
a strong requ i rements determ inat i on process that p l aces affordab i l i ty 
constra i nts on n ew programs from the start; and 
a strong l i nk between the resource dec i s i o ns of the resources board and 
the program m i l estone dec i s i o ns of the DAB. 
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Our scope covered the DOD acqu is i t i on process for ma jor weapon sys- 
tems. The process was rev i ewed from the top off ic ia l-the USD(A)-t0 
the program off ice. Our rev iew covered a l l three serv ices and OSD. We 
interv iewed peop l e in var ious locat ions around the country and in the 
Wash i ngton, DC., area. 

We  interv iewed peop l e who are invo l ved or had been invo l ved in the 
acqu is i t i on process. To obta i n the op i n i ons of experts outs i de DOD, we 
d i scussed the acqu is i t i on process with the ch ief execut i ve off icers of 
two ma jor defense contractors, three former Under Secretar ies of 
Defense for Research and Eng ineer i ng, and former h i gh leve l acqu is i t i on 
off ic ia ls from the Army, Navy, and Air Force. To get the op i n i ons of 
h i gh leve l off ic ia ls with in DOD, we d i scussed the process with the USD(A) 
and the three Serv ice Acqu is i t i on Execut ives. 

To eva l uate the checks and ba l ances on the acqu is i t i on process, we 
rev i ewed regu lat ions, instruct ions, and other gu i dance that governed the 
operat i ons of the rev iew groups at the serv ice command leve ls, the ser- 
v ice headquarters’ leve l, a nd OSD. We then interv iewed the part ic ipants 
in the rev iew groups to determ ine the ir funct ion and to get the ir op in- 
i ons on the acqu is i t i on process. The other e l ements were eva l uated by 
interv iew ing off ic ia ls in the three off ices that are the pr imary ass istants 
to the USD(A), off ic ia ls from the Off ice of Operat iona l  Test and Eva lua- 
t ion, off ic ia ls ho l d i ng correspond i ng pos it i ons in the serv ice headquar- 
ters, the serv ices’ Program Execut i ve Off icers, and off ic ia ls from the 
serv ices’ program off ices. 

To get spec if ic examp l es show ing the prob l ems that occur in the acqu is i- 
t ion process, we rev i ewed our reports, the reports of other aud it organ i- 
zat ions, congress i ona l  reports, and other pub l i cat ions from var ious 
groups such as the Center for Strateg ic a nd Internat iona l Stud ies, the 
Packard Commiss i on, and the Vo lcker Commiss i on. 

Our work was performed between August 1988 and December 1989 in 
accordance with genera l l y accepted government aud it i ng standards. 
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Chapter 2 

Strong Leadersh ip Is Needed to Susta in a T e am 
Effort to Reso lve DOD’s Acqu is it io n  Prob lems 

The prob l ems in DOD’S acqu is i t i on process for ma j or weapon systems are 
not new. In our op in i on, strong DOD l e adersh i p is needed to susta in the 
l ong-term effort needed to so l ve these prob l ems. OSD needs to take a 
strong l eadersh i p pos it i on to break down DOD’S cu ltura l barr iers and to 
encourage the serv i ces to work with OSD i n a team effort to imp l ement 
acqu is i t i on reform. 

MXWI US IY t;eued for TX,.......,-c... hT..,e. lA There are three e l ements necessary for estab l i sh i ng an effect ive team 

an Effect ive T e am 
approach for so lv i ng DOD’S acqu is i t i on prob l ems. These e l ements are 
support from the Secretary of Defense, know ledgeab l e peop l e, and a 

Approach mirrored organ izat ion. 

Support F r om the 
Secretary of Defense 

Secretary’s Support He l ps 
PrograIns succeed 

The need for l eadersh i p from the Secretary and for strong support for 
OSD by the Secretary has been recogn i zed for a l ong t ime. In 1976’ we 
reported that manag i n g DOD’S b i l l i on-do l l ar programs requ ires strong 
centra l po l i cy d irect ion and execut i ve contro l by the Secretary. Key 
dec i s i ons shou l d be sub ject to c l ose scrut iny to prec l ude loss of contro l 
by OSD. 

The experts we spoke with sa i d that OSD needs strong support from the 
Secretary so that the serv i ces wi l l work with OSD to address issues. Some 
sa id the serv ice acqu is i t i on h i erarchy can emp l oy de l ay i ng tact ics so 
that po l i c i es they d i sagree with are not imp l emented dur i ng the OSD 
po l it ica l appo i ntee’s term in off ice. We  were to ld that the Car lucc i  In it ia- 
t ives were weakened by th is wa it i ng game. 

Support from the Secretary is cr it ica l to an effect ive acqu is i t i on process. 
The Secretary needs to support strong and aggress i ve overs ight of 
acqu is i t i on po l i c i es and programs by the OSD staff. Support from the Sec- 
retary is necessary to conv i nce the serv i ces to work with OSD as a team 
to address i ssues before they become prob l ems. 

We  have i ssued a number of reports that ident if ied the Secretary’s sup- 
port as the key factor in the success or fa i l ure of a program. DOD’S 
response to the over pr ic i ng of spare parts in the ear ly 1980s is an 
examp l e show ing the benef its of c lear, strong support for reform 
efforts, At the d irect ion of the then Secretary of Defense, each serv ice 
and the Defense Log ist ics Agency in it iated programs to address the 

‘High l i ghts of a  Report o n  Staff ing a n d  Organ i zat i on of T op-Management Headquarters in the Depart- 
ment of Defense (GAO/FPCD-76-36A, Apr. 26,1976). 
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prob l em. In 1983, he ca l l ed for refunds, debarr ing or suspend i ng con- 
tractors, and use of a lternat ive sources-even from other countr ies-to 
e l im inate over pr ic ing. He ordered the Inspector Genera l  to intens ify 
aud it act iv ity, requ ired the Deputy Secretary of Defense to mon itor 
ongo i n g progress, and named a Deputy Ass istant Secretary for Spares 
Program Management to deve l op, among other tasks, a strategy for a 
cont i nu i ng focus on spare parts reform. 

We  reported2 on these in it iat ives in 1987, and a l though we found prob- 
lems, ev i dence showed that the in it iat ives were be i ng imp l emented and 
the s ituat ion was improv ing. We  cred ited part of the success to the 
attent ion g i ven to the prob l em by top DOD off ic ia ls, inc l ud i ng the 
Secretary. 

Wh i l e the Secretary’s support does not guarantee comp l ete success, we 
have reported on the d iff icu lty some managers exper i enced because 
they l acked c lear support. For examp l e, interoperab i l i ty among com- 
mand, contro l, a nd commun i cat i on systems of the serv ices has been a 
l ong-stand i ng ob ject ive. Our report3 on DOD’S efforts to ach i eve inter- 
operab i l i ty states that one of the ma jor causes of these prob l ems has 
been the absence of an effect ive centra l enforcement author ity and that 
the Secretary had not exerc i sed the author ity to perform that funct ion. 

Know ledgeab l e  Peop l e The cost and comp lex i ty of weapon systems and the effect of acqu is i t i on 
o n DOD’S budget and the defense industry requ ire know ledgeab l e peop l e 
in the acqu is i t i on process. Profess iona l i z i ng a nd reta in i ng the acqu is i- 
t ion work force are cr it ica l. In our op in i on, DOD needs know ledgeab l e 
peop l e at the po l it ica l appo i ntment leve l a n d throughout the acqu is i t i on 
work force. The experts interv iewed supported the i dea that h igh ly 
qua l i f i ed, techn ica l l y competent peop l e work i ng together is a  key factor 
in a n effect ive and eff ic ient acqu is i t i on process. Qua l i f i ed personne l  are 
part icu lar ly important at the program management leve l because of the 
techno log i ca l  comp lex i ty of the weapon system deve l opment programs 
they oversee and the effect of acqu is i t i on o n DOD’S resources and on the 

ZProcurement: Spare Parts In it iat ives Air Force Imp lementat i on (GAO/NSIAD-87-28, Feb. 13, 1 9 8 7 )  
Procurement: Defense Log ist ics Agency Imp lementat i on of the Spare Parts In it iat ives (GAO/NSIAD- 
8!ves (GAO/ 
NSIAD-87-148, J u n e  8, 1987), a n d  Procurement: Navy Imp lementat i on of the Spare Parts In it iat ives 
(GAO/NSIAD-87-149, J u n e  1, 1987). 

%teroperab i l i ty: DOD’s Efforts to Ach i eve Interoperab i l i ty Among C3  Systems (GAO/NSIAD- 
87-124, Apr. 27, 1987). 

Page 13 GAO/NSIADBOSO Elements for Effect ive Management 



Chapter 2 
Strong Leadersh ip Is Needed to Susta in a 
Team Effort to Reso lve DOD’s 
Acqu is it ion Prob l ems 

, 

defense industry. However, the ab i l i ty to attract and reta in h igh ly qua l i - 
f ied peop l e at a l l l eve ls of the acqu is i t i on process is constra i ned by prob- 
l ems with the appo i ntment system, restr ict ions regard ing d ivest iture 
and post emp l oyment, and sa lary leve ls. 

Stud i es Conc l u de That the 
Pol it ica l Appo i ntment System 
Needs Improvement 

The pres ident ia l  appo i ntment system has been cr it ic ized and found to 
need improvement. Dur ing 1984 and 1985, the Nat iona l  Academy of 
Pub l i c Admin istrat ion eva l uated the appo i ntment system and reported4 
that the system d id not work as we l l  as it shou l d or cou l d a nd that its 
adequacy in meet i ng the execut i ve staff ing needs of the agenc i es and 
departments of the federa l government was ser ious ly in doubt. Its 
report stated that recru iters for recent pres idents often had to go to 
the ir second and th ird cho i ces before they cou l d f ind someone wi l l i ng to 
accept an appo i ntment. The Academy made ‘23 recommendat i ons con- 
cern i ng se lect ion and recru itment, f inanc ia l d isc losure and conf l i ct of 
interest, conf irmat ion, or ientat ion, work i ng env i ronment, and the 
number of pos it i ons, 

Other stud ies, such as the Packard Commiss i on, have eva l uated person- 
ne l i ssues assoc i ated with the acqu is i t i on process and agreed with the 
Academy. The Packard Commiss i on” noted that s ign if icant improve- 
ments in the appo i ntment system shou l d b e made to improve DOD’S ab i l- 
ity to attract and reta in h igh ly qua l i f i ed peop l e for the acqu is i t i on 
process. The Nat iona l  Commiss i on on the Pub l i c Serv ice (the Vo lcker 
Commiss i on)” recommended that the Wh i te House Off ice of Pres ident ia l 
Personne l  deve l op qua l i f i cat ion statements for a l l pos it i ons and make 
appo i ntments based on those mer its, 

Restr ict ions Affect ing Pol it ica l 
Appo i ntment 

Divest iture of persona l  ho l d i ngs to sat isfy conf l i ct of interest l aws is 
cons i dered a sound and necessary pract ice. However, recogn iz i ng the 
tax l iab i l ity o n the cap ita l ga i ns resu lt ing from that d ivest iture can p l ace 
a large f inanc ia l burden on an appo i ntee. The Academy recommended 
postponement of cap ita l ga i ns l iab i l it ies as one way to address th is 
prob l em. 

41eadersh i p  in Jeopardy: The Fray i ng of the Pres ident ia l  Appo i ntments System, Nat i ona l  Academy of 
Pub l i c Admin istrat ion, November 198 6 .  

“A Quest for Exce l l ence - F ina l Report to the Pres i dent, by the Pres i dent’s B lue R i b bon Commiss i on o n  
Defense Management, Ju n e  1 9 8 6 .  

“Leadersh i p  for Amer ica - Rebu i l d i ng the Pub l i c Serv ice, the Report of the Nat i ona l  Commiss i on o n  
the Pub l i c erv ice. 1 9 8  
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Compensat i o n Is a Ma jor Prob l em 
for DOD Appo i ntees and Career 
Serv ice 

Improv ing Key Acqu is i t i on Work 
Force Personne l  

Post-government emp l oyment restr ict ions are cons i dered necessary but 
were often ment i oned as a prob l em for potent ia l  appo i ntees. Ever 
expand i n g l im itat ions on post-government emp l oyment are be l i eved to 
be a rea l deterrent to attract ing h igh ly qua l i f i ed ind iv i dua ls to govern- 
ment serv ice. 

Sa lary d ifferent ia ls between the pub l i c a n d pr ivate sectors are cons id- 
ered a prob l em for both appo i ntees and civ i l serv ice peop l e. Accord i ng 
to the OSD Goldwater-Nicho ls study,7 the government execut i ve compen- 
sat ion structure is substant ia l l y be l ow that of pr ivate industry, part icu- 
lar ly for pres ident ia l  appo i ntees, and the prob l em is becom i ng more 
severe. Accord i ng to the OSD study team, many top leve l OSD execut i ves 
must accept substant ia l  f inanc ia l sacr if ices in order to enter and rema in 
in government serv ice. The study po ints out that the average tenure for 
an appo i ntee is 2 4 months and recommends a longev ity bonus system 
that wou l d reward long-term serv ice. 

It was a lso genera l l y fe lt that the civ i l serv ice pay rates are not compar- 
ab l e to industry, wh i ch makes it d iff icu lt for DOD to compete for and 
reta in emp l oyees. The Vo lcker Commiss i on report po ints out that DOD i s 
l os ing its top procurement spec ia l i sts to contractors who can pay much 
more. For examp l e, in the contract ing area there is a  concern that DOD i s 
l os ing its good contract negot iators to industry. We  were to ld that sharp 
contract negot iators, with 3 to 5 years exper i ence, can doub l e the ir sa la- 
r ies by go i ng to industry. The recent sa lary i ncrease for h i gh leve l gov- 
ernment off ic ia ls may a l l ev iate th is prob l em to some degree, but the 
ra ise wi l l not reso lve prob l ems at the lower grade leve ls. 

Our work has shown a need to better prepare key acqu is i t i on personne l  
such as program managers and contract ing off icers. Our 1986 report? on 
strengthen i ng the capab i l i t i es of acqu is i t i on personne l  po i nts out three 
weaknesses in the career preparat ion of these peop l e. F irst, recent ly 
appo i nted program managers l acked substant ia l  program off ice and 
other d ivers if ied acqu is i t i on exper i ence, as we l l  as spec ia l i zed tra in- 
ing-stressed by a tr i-serv ice pane l  of top program managers. Second, 
ex ist ing mi l itary serv ice career programs had var ious l im itat ions (e.g., 
programs d id not ident ify the types of acqu is i t i on exper i ence des i red or 

‘Management Study of the Off ice of the Secretary of Defense, Deputy Ass istant Secretary of Defense 
(Admin istrat ion) D irectorate for Organ i zat i ona l  a n d  Management P lann i ng, October 1 9 8 7 .  

“DOD Acqu is it ion: Strengthen i n g Capab i l i t i es of Key Personne l  in Systems Acqu is it i on (GAO/ 
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permit enough t ime to obta i n a nd use acqu is i t i on exper i ence) and civ i l- 
i ans were g i ven few opportun it i es to be program managers. Th ird, l itt le 
emphas i s was p l aced on prov id i ng contract ing off icers with spec ia l i zed 
exper i ence. We  made a number of recommendat i ons address i ng these 
weaknesses, and DOD concurred with or genera l l y agreed with most of 
them. 

Other stud ies conf i rmed the need to strengthen the capab i l i ty of pro- 
gram managers and contract ing off icers. The Packard Commiss i on 
observed that DOD’S acqu is i t i on work force was undertra ined, underpa i d, 
and i nexper i enced when compared to the ir pr ivate industry counter- 
parts. In 1988, the Center for Strateg ic a nd Internat iona l Stud i es 
reported that it was urgent that measures to advance the profess iona l- 
ism of un i formed and c iv i l i an personne l  work i ng in the acqu is i t i on sys- 
tem-such as mod if i cat ion of conf l i ct of interest l aws and d ivest iture 
ru les, spec ia l i zed career paths for mi l itary personne l  we i gh i ng careers in 
program management, and reversa l of the downward pressure on sa la- 
r ies for civ i l servants-be imp l emented. 

Mirrored Organ izat i on OSD and the serv ices have many off ices that have a ro le in deve l op i ng 
po l i c ies, approv i ng programs, mon itor ing imp lementat ion, and assess i ng 
the resu lts of the acqu is i t i on process. It is important that these off ices 
work together as a team to so lve common prob l ems in these areas. An 
organ izat iona l concept that DOD has used in the past for th is purpose is 
mirror ing. The bas i s of th is concept is that the structure of the OSD and 
off ices of serv ice secretar ies shou l d b e s imi lar for ma jor funct ions so 
that the peop l e respons ib l e for the same funct ions at the d ifferent orga- 
n izat iona l leve ls can more eas i l y work together to address common 
issues before they become ma jor prob l ems. 

Our concern is that the changes DOD made to its mirrored organ izat i on 
have contr ibuted to its acqu is i t i on contro l prob l ems. Whe n  the Comp- 
tro l ler Genera l  test if ied before the Senate Committee on Armed Serv ices, 
he stated that the mi l itary departments, in organ iz i ng d ifferent ly, had 
g i ven up a very strong organ izat iona l structure-one that is mirrored. 
The Comptro l l er Genera l ’s op i n i on of mirror ing is supported, for the 
h igher leve ls of the acqu is i t i on process, by the Packard Commiss i on, 
wh i ch saw the benef its of funct iona l mirror ing and recommended that 
the ro le of the serv ices’ Acqu is i t i on Execut i ves mirror that of the 
Defense Acqu is i t i on Execut ive. 
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.-.- 
The experts we spoke with had m ixed op i n i ons on th is po int. Some 
be l i eved that the mirror ing concept wou l d b e benef ic ia l . It had worked 
in the past, prov id i ng “funct iona l stovep i pes” that carr ied the func- 
t iona l area d own through the organ izat i on and, if reestab l i shed, cou l d 
prov i de one foca l po i nt in each serv ice for informat ion, po l i cy dec is i ons, 
and f inanc ia l data perta in i ng to a funct iona l area. Others be l i eved the 
key po int was know ing the ir counterpart in the other organ izat ions, 
rather than the structure of the organ izat ions. 

Mirrored Acqu is it ion 
Organ izat ion Proposed but Not 
Imp lemented 

The Packard Commiss i on, and subsequent leg is lat ion and imp lement i ng 
d irect ives, proposed a streaml i ned organ izat i on for weapon systems 
acqu is i t i on management. The Commiss i on recommended a n ew Under 
Secretary who wou l d have fu l l-t ime respons ib i l i ty for manag i n g the 
defense acqu is i t i on system. The Commiss i on a l so recommended that 
each serv ice estab l i sh a  comparab l e sen ior pos it i on that wou l d work 
under the po l i cy gu i dance of the n ew Under Secretary for Acqu is it i on. 
The ro le of the serv ice’s Acqu is i t i on Execut i ve wou l d mirror that of the 
Defense Acqu is i t i on Execut ive. 

The Go ldwater-Nicho ls DOD Reorgan i zat i on Act of 1986 comp l emented 
the Commiss i on’s recommendat i ons and requ ired the serv ices to reor- 
gan i ze the ir headquarters acqu is i t i on management structures. In our 
report? on the mi l itary departments’ response to the act, we po i nted out 
each serv ice organ i zed its acqu is i t i on funct ions d ifferent ly. The d iffer- 
ent approaches ref lect vary ing interpretat ions of what an acqu is i t i on 
act iv ity is a nd d ifferent att itudes toward the ro le of career c iv i l i ans. The 
Army integrated the funct ions and staff from the former secretar iat and 
Army staff acqu is i t i on organ izat i ons into a n ew off ice headed by the 
Under Secretary of the Army. The Air Force ass i gned certa in acqu is i t i on 
funct ions to the ass istant secretary for read i ness support rather than 
the secretar iat acqu is i t i on organ izat ion, wh i ch we conc l uded in our June 
1989 report d id not comp ly with the requ i rements of the act to create a 
s ing le off ice or ent ity with in the secretar iat. We  a lso conc l uded that the 
Navy’s reorgan i zed structure d id not conso l i date acqu is i t i on author ity 
into one off ice or ent ity because it ass i gned acqu is i t i on respons ib i l i t i es 
to the under secretary and the two ass istant secretar ies. In our v iew, the 
act does not author ize more than one off ice in the c iv i l i an secretar iat to 
part ic ipate in the acqu is i t i on funct ion. 

“Acqu is it i on Reform: Mi l itary Departments’ Respon s e  to the Reorgan i zat i o n Act_ (GAO/ 
L  -I- 8 9  i?I, J u n e  1, 1989). 
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Ind icat ions of Progress in These 
Areas 

The Secretary’s report to the Pres ident and our d i scuss i ons with DOD 
off ic ia ls i nd i cate that efforts are underway to address the areas of a 
mirrored organ izat i on structure and improv ing teamwork. 

The current Secretary’s report recogn i zes that the mi l itary departments 
have taken d ifferent approaches to imp lement i ng the Commiss i on’s con- 
cept and have had vary ing degrees of success. The report states that 
none has fu l ly met the Commiss i on’s purposes and that a rev iew of the ir 
efforts to date ind i cates a. need for rev is ing the ir acqu is i t i on organ iza- 
t ions. Accord i ng to the report, a s ing le c iv i l i an off ic ia l, at the ass istant 
secretary leve l w ith in each mi l itary department, wi l l b e  des i gnated the 
Serv ice Acqu is i t i on Execut ive. The acqu is i t i on execut i ve wi l l h ave ful l- 
t ime respons ib i l i ty for a l l serv ice acqu is i t i on funct ions and wi l l manage 
a l l ma jor acqu is i t i on programs through Program Execut i ve Off icers. 
Each of these off icers wi l l devote fu l l-t ime attent ion to management of 
ass i gned programs and re lated techn ica l  support resources and wi l l b e  
re l i eved of other respons ib i l i t ies. Th is wou l d estab l i sh a  mirrored acqu i- 
s it ion management structure in the serv ices. 

The prev i ous USD(A) encouraged a team approach to prob l em so lv ing. 
Th is USD(A) to ld us that he be l i eved in consensus bu i l d i ng a nd that a l l the 
p layers shou l d b e i nvo l ved as a team to prov ide the best so lut i ons to 
program management prob l ems. The USD(A) estab l i shed regu lar week l y 
meet i ngs of the three Serv ice Acqu is i t i on Execut i ves to d i scuss acqu is i- 
t ion issues. These execut i ves to ld us they cons i dered the week l y meet- 
ings very he lpfu l in foster ing teamwork and be l i eved the meet i ngs 
prov i ded an opportun ity to d i scuss acqu is i t i on i ssues from the ind iv id- 
ua l serv ices that may affect a l l of DOD. Issues d i scussed i nc l uded the use 
of best-and-f ina l offers, advocacy in program management, and the 
author ity of the DAB. 

Past Attempts at DOD'S past attempts at reform were met with in it ia l enthus i asm, but, 

Reform Have Waned once the enthus i asm waned, the reform efforts lost the ir momentum. 
Two examp l es of reform efforts that have waned are the Defense Acqu i- 
s it ion Improvement Program and the Pres ident’s B lue R i bbon Commis- 
s ion on Defense Management Reforms. In our op in i on, the eas ier i ssues 
are addressed f irst-dur ing the t ime of the in it ia l enthus i asm. Whe n  the 
reform efforts wane, the more d iff icu lt i ssues are left undone. Strong 
OSD l eadersh ip, support, and teamwork are needed to susta in these 
reform efforts and reso lve the d iff icu lt i ssues. 
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Defense Acqu is it ion 
Improvement Program 
(Car lucc i In it iat ives) 

The Defense Acqu is i t i on Improvement Program was inst ituted in 1981. 
It cons i sted of 32 in it iat ives to address l ong-stand i ng prob l ems with 
ma jor weapon systems acqu is it i on, inc l ud i ng s ign if icant cost overruns 
and schedu l e s l i ppages. A lthough DOD took a number of act ions to imp le- 
ment the in it iat ives, the resu lts were not as great as what was expected. 
Our September 1986 reportI’) stated that most program managers in both 
government and pr ivate industry reported that the improvement pro- 
gram had made l itt le or no d ifference in the acqu is i t i on process. Our 
Ju ly 1 986 reportI conc l uded that the in it ia l sense of commitment to the 
improvement program had d iss i pated. A strong DOD commitment was 
part icu lar ly cruc ia l to ach i ev i ng resu lts because the prob l ems addressed 
were l ong-stand i ng and not amenab l e  to ready so lut ions. We  found that 
DOD had not carr ied through with its act ion p l ans on most of the in it ia- 
t ives and was not mon itor ing act ions to ensure that resu lts were 
ach i eved. 

In October 1988, the Deputy Secretary of Defense wrote us a letter 
descr ib i ng the act ions DOD had taken to imp l ement the in it iat ives. The 
letter stated DOD’S be l i ef that imp lementat i on efforts had been substan- 
t ia l a n d  the pos it ive effects of these efforts in such areas as program 
stab i l i ty, mu lt iyear procurements, and rea l ist ic budget i ng had been 
s ign if icant. 

However, we be l i eve that other factors contr ibuted to the program sta- 
b i l ity DOD ach i eved dur ing the 1980s. That stab i l i ty resu lted, in part, 
because the doub l i ng of DOD’S budget prov i ded the env i ronment for more 
rea l ist ic cost est imates and a l l owed reserves for unexpected cont i ngen- 
c ies. However, those rea l ist ic est imates and stab le programs were tem- 
porary. We  test if iedI on May 10, 1989, that the p l a nned budget 
requ i rements in the F ive-Year Defense P lan for 1986-1990 exceeded the 
funds budgeted for those years by $555 b i l l i on. We  po i nted out that 
DOD’S f isca l years 1988 and 1990 5-year spend i ng p l ans were reduced by 
$311 b i l l i on. Th is was ach i eved, in part, by terminat ing, reduc ing, de lay- 
ing, a n d  stretch ing out weapons procurements. We  a lso test if ied that the 
budget f igures in the F ive-Year Defense P lan faced further reduct ions of 
about $150 b i l l i on if the pro jected fund i ng growth, inf lat ion, and other 

“‘Acqu is it ion: DOD’s Acqu is it i on Improvement Program-Program Managers’ V iews (GAO/ 
NaAD-86-193FS, Sept. 30, 1986). 

“Acqu is it ion: DOD’s Defense Acqu is it i on Improvement Program: A Status Report (GAO/ 
NSIAD-86-148, Ju ly 23, 1986). 

‘“Status of Defense Forces a n d  F i ve-Year Defense P lann i ng a n d  Fund i n g Imp l i cat ions (GAO/T- 
NRAD-89-29, May 10,1989). 

Page 19 GAO/NSIAD-9090 E lements for Effect ive Management 



Chapter 2 
Strong Leadersh ip Ia Neede d  to Susta in a 
Team Effort to Reso lve DOD’s 
Acqu is it ion Prob l ems 

assumpt i ons were not rea l i zed. Such reduct ions wou l d cause DOD to 
aga i n face the tough dec is i on of reduc i ng the number of weapons pro- 
grams or a l l ow ing program stretchouts, caus i ng instab i l i ty to once aga i n 
become a ma jor issue. 

The Pres ident’s Blue 
R ibbon Comm iss ion o n  
Defense Management 
(Packard Comm iss ion) 
Reforms 

Prob lems s imi lar to those in DOD'S approach to the Car lucc i In it iat ives 
are a lso seen in the approach DOD i s tak i ng to the Packard Commiss i on 
recommendat i ons. DOD has made admin istrat ive changes to the acqu is i- 
t ion process- such as estab l i sh i ng the Serv ice Acqu is i t i on Execut i ves 
and Program Execut i ve Off icers-but these changes may not be 
substant ive. 

For examp l e, one of the Packard Commiss i on’s ma jor recommendat i ons 
was to reduce the number of admin istrat ive layers by streaml i n i ng the 
acqu is i t i on system. In our report13 on th is recommendat i on, we po int out 
that the Commiss i on recommended that each mi l itary serv ice estab l i sh a  
three-t ier acqu is i t i on management system cons ist i ng of the Serv ice 
Acqu is i t i on Execut ive, the Program Execut i ve Off icers, and program 
managers. Whe n  they estab l i shed the ir three-t ier acqu is i t i on systems, 
the serv ices created an acqu is i t i on report ing cha i n in add it i on to the 
ex ist ing command cha in. Some of the off ic ia ls in the n ew acqu is i t i on 
cha i n l acked the author ity and contro l of resources needed to make and 
imp l ement the fu l l range of acqu is i t i on management dec is i ons. Contro l 
of these resources rema i ned with the ex ist ing command cha ins. We  
be l i eve that none of the serv ices’ approaches are fu l ly cons istent with 
the intent of the Commiss i on’s streaml i n i ng recommendat i on nor do they 
fu l ly ach i eve the Commiss i on’s streaml i n i ng ob ject ive. 

Former H igh Leve l DOD 
Acqu is it ion Offic ia ls Not 
Sat isf ied W ith DOD’s 
Efforts to Reform the 
Acqu is it ion Process 

On September 22, 1987, the first USD(A) stated before the House Commit- 
tee on Armed Serv ices that he d id not be l i eve that anyone in OSD or the 
serv ices d i sagreed with the ob ject ives of the Packard Commiss i on’s rec- 
ommendat i ons; however, he be l i eved there was d i sagreement on h ow to 
interpret and carry the recommendat i ons out, espec ia l l y if they 
imp i nged on the ex ist ing order. He further stated that many in OSD and 
the serv ices preferred to adopt a bus i ness as usua l  approach with no 
change or with on l y modest ad j ustments to the present proven method 
of do i ng bus i ness. He fe lt th is resu lted in res istance to chang i ng the 
organ izat i ons or the funct ions be i ng performed as acqu is i t i on act iv it ies. 

‘:‘Acqu is it i on Reform: DOD’s Efforts to Streaml i ne Its Acqu is it i on System a n d  Redu c e  Personne l  
(C!AO/NSIAD-90-21,Nov.1,1989). 
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He a lso sa i d h e had expected d i sagreements and some res istance to 
change but not to the degree that was exper i enced. 

A former IJnder Secretary of Defense for Research and Eng i neer i ng tes- 
t if ied at the same hear i ngs and a lso expressed concern over the lack of 
substant i ve change. He stated that the who l e ser ies of recommendat i ons 
that had been made in the acqu is i t i on reform area, in h is j udgment, had 
been fo l l owed in form but not in substance, and as a resu lt, no d iscern- 
ab l e improvement had occurred in defense acqu is it i on. 
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Informat ion is v ita l ly important to the overs ight funct ion and for 
dec i s i on-mak ing. A free f low of informat ion, both up and down the 
organ izat ion, is essent ia l  to ensure that management overs ight is effec- 
t ive and that a system of contro ls is in p l ace and work ing. It is l i nked 
c lose ly to the spec if i c interna l contro l standard regard i ng documentat i on 
that requ ires wr itten ev i dence of a l l pert inent aspects of a l l s ign if icant 
events of an agency and that the documentat i on be ava i l ab le, as we l l  as 
eas i l y access ib l e, for exam inat i on. 

Past aud its and our d i scuss i ons with off ic ia ls d i sc l osed prob l ems with 
the free f low of informat ion perta in i ng to ma j or weapon systems acqu i- 
s it ion. The informat ion has not f l owed free ly, it has tended to be opt i- 
mist ic, and the effect iveness of DOD 'S ma jor informat ion systems has 
been m ixed. These prob l ems can have s ign if icant adverse effects on the 
defense acqu is i t i on process-dec i s i on-mak i ng is extreme ly d iff icu lt and 
overs ight is weakened. 

Current and Ob ject ive Experts to ld us the informat ion f low between OSD and the serv i ces was 

Informat ion Is Not 
Read i l y Ava i l ab le 

not adequate. They sa i d that it was not unusua l  for career mi l i tary and 
c iv i l i an off ic ia ls with in the acqu is i t i on process to g i ve l im ited support to 
the IJSD(A) and that those off ic ia ls used the ir know l edge of the process to 
create b l ocks in i nformat ion channe l s. They c ited the f irst IJSD(A) 'S 
attempt to estab l i sh an informat ion base and the successfu l  res i stance of 
the serv i ces to th is i nformat ion system as an examp l e of th is prob l em. 

OSD staff to ld us that the serv i ces d id not a lways respond to requests for 
deta i l ed i nformat ion or for more cons i derat i on of other program a lterna- 
t ives. Some OSD off ic ia ls were concerned that the informat ion they got 
on deve l opmenta l  test ing was f i ltered and i nadequate for mean i ngfu l  
assessments. On the other hand, the serv ice acqu is i t i on staffs be l i eve 
that OSD's requests for deta i l ed i nformat ion or “raw” test data showed 
that OSD was gett ing i nvo l ved with day-to-day management matters. The 
serv ice staffs to ld us that OSD d id not have the resources or the capab i l - 
ity to hand l e a l l the informat ion ava i l ab l e to the program manager. 

Staff in the program off ices we spoke to were opposed to an on- l i ne, 
rea l-t ime informat ion system, such as the one proposed by the f irst 
IJSD(A). They sa i d they are wi l l i ng to prov i de OSD with the necessary 
informat ion, but they be l i eve a l l ow ing OSD such access through a rea l- 
t ime system wou l d resu lt in m i cromanagement and wou l d ra ise more 
quest i ons than it wou l d answer. OSD staff sa i d the serv i ces d id not refuse 
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i nformat ion requests outr ight. They sa id the serv ices de l ayed the infor- 
mat i on by p lay i ng a wa it i ng g ame or by demand i n g that OSD be very 
spec if ic in what it asked for. Th is was conf i rmed by the experts we 
interv iewed. The serv ice representat ives we spoke to ind i cated that OSD 
shou l d b e spec if ic in its requests. 

We  be l i eve OSD i s, by the nature of its overs ight funct ion, ent it led to 
whatever informat ion it requests. However, to address the concerns of 
the serv ices, the OSD staff and the serv ices shou l d work together to 
deve l op systemic informat ion that wou l d a l l ow effect ive overs ight but 
wou l d min im ize the report ing burden on a l l concerned. 

Informat ion Tends to The experts interv iewed and our past reports ind icate that program 

Be Opt imist ic managers and contractors tend to be opt im ist ic in the ir report ing and do 
not prompt ly d isc l ose prob l ems. We  have i ssued a number of reports on 
the Advanced Med i um Range Air-to-Air Miss i l e (AMRAAM), wh ich h igh- 
l ight th is s ituat ion. Th is program’s m issed m i l estones and cost i ncreases 
were re lated to understated est imates of r isks, schedu l e, and costs by 
both the Air Force and contractors. We  noted in o ne report1 that a for- 
mer AMIUAM program manager stated that the contractor gave a pos it ive 
p icture of the miss i l e’s deve l opment status, wh i ch was conveyed up the 
cha i n of command. It was not unt i l a  number of months later that the 
program manager l earned that the pos it ive p icture was inaccurate. We  
were to ld that th is was due to the d iff icu lty of obta i n i ng current and 
accurate informat ion from the contractor. 

Some of the outs i de experts we interv iewed be l i eve that program mana- 
gers tend to be opt im ist ic in the ir report ing. They fee l that program 
managers are program advocates- the ir j ob is to make sure the ir pro- 
grams are successfu l  a n d it is not in the ir best interest to surface 
prob l ems. 

Informa l Channe ls The l im itat ions of the forma l i nformat ion report ing systems have caused 

Used to Obta i n Needed peop l e to deve l op informa l report ing channe l s in wh i ch they re ly o n 
t h  - en persona l  re lat ionsh ips to get the data they need. Off ic ia ls to ld us 

Data that th is is the best method of obta i n i ng raw data. Program off ice off i- 
c ia ls a l so acknow l edged the ex i stence of informa l channe l s of commun i - 
cat ion, part icu lar ly o n the part of contractors. They sa id that 

‘Miss i le Procurement: AMRAAM Cost Growth a n d  Schedu l e  De l ays (GAO/NSIAD-87-78, Mar. 10, 
1987). 
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contractors frequent ly knew of dec is i ons made in Wash i ngton before the 
program off ices d id. 

A lthough informa l channe l s may have some va lue, they shou l d not be a 
subst itute for forma l systems. The informat ion may be t imed to put the 
prov ider in the best l ight, and there is n o assurance that the informat ion 
is accurate. Informa l channe l s genera l l y d o  not prov i de a documented 
record of the bas i s a nd just if icat ion for pub l i c dec is i ons, wh i ch is neces- 
sary if those dec is i ons need to be rev i ewed or eva l uated. 

The Future Out look 
May Be Improv ing 

A former IJSD(A) to ld us that the informat ion rece i ved had improved. 
Whe n  th is IJSD(A) first assumed the pos it i on, the serv ices’ program sum- 
mar ies were opt im ist ic a nd few, if any, prob l ems were reported. Later, 
however, the USD(A) be l i eved the serv ices began to report more rea l ist ic 
program status and to emphas i ze ear ly report ing of prob l ems. One way 
the CJSD(A) and the Serv ice Acqu is i t i on Execut i ves tr ied to reduce over- 
opt im ism was to take program advocacy out of the system. They worked 
to make it c lear to program managers that they shou l d b e managers, not 
advocates, of the programs. 

DOD's i nformat ion prob l ems, however, may not be tota l ly reso lved. 
Apparent ly, informat ion is sti l l not forthcom ing from the serv ices. For 
examp l e, the Secretary of Defense has expressed concern about not 
be i ng ab l e to get prec ise cost data on the I32 bomber program, wh i ch has 
been cr it ic ized for its h i gh cost. If the R2 program is severe ly curta i l ed 
because of cost, it cou l d become even more d iff icu lt to get rea l ist ic est i- 
mates from program managers, and the tendency to be opt im ist ic in pro- 
gram report ing or to w ithho l d informat ion may be re inforced. We  
be l i eve accurate report ing wi l l cont i nue to be a prob l em for OSD, part icu- 
lar ly in a  t ime of t ighter fund i ng constra ints when the serv ices’ 
resources are threatened by budget cuts. 
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Estab l i sh ing and ma inta in ing an effect ive interna l contro l system is an 
important management respons ib i l i ty. Good interna l contro ls are essen- 
tia l for proper ly hand l i ng government bus iness and ensur ing fu l l 
accountab i l i ty for the pub l i c’s resources. DOD has estab l i shed a deta i l ed 
interna l contro l system and many regu lat ions, d irect ives, and instruc- 
t ions p lace checks and ba lances on DOD'S acqu is it ion system. We found, 
however, that DOD has a prob lem ensur ing comp l i ance with its interna l 
contro l system. 

Interna l Contro l An effect ive interna l contro l system cons ists of the checks, ba lances, 

System Requ irements and rev iew groups estab l i shed to ensure that program ob ject ives are 
ach ieved. It a lso inc ludes the wi l l i ngness of an organ izat ion to comp ly 
with those contro ls. That wi l l i ngness to comp ly shou ld be encouraged or 
imposed by management, but it is th is factor that is m iss i ng at DOD. 

The u lt imate respons ib i l i ty for good interna l contro ls rests with manage- 
ment. In our “Standards for Interna l Contro ls in the Federa l Govern- 
ment,” we po int out that interna l contro ls are an integra l part of each 
system that management uses to regu late and gu ide its operat ions. In 
th is sense, interna l contro ls are management contro ls. The House Com- 
mittee on Government Operat ions a lso po inted out in an August 1984 
report (House Report 98-937) that the terms “interna l contro ls” and 
“management contro ls” are synonymous. Interna l contro ls are inherent 
in the management funct ion. 

We have estab l i shed standards for interna l contro ls, two of wh ich per- 
ta in to management’s commitment to a contro l system. Spec if ic Standard 
No. 6 addresses superv is ion and states “qua l if ied and cont inuous super- 
v is ion is to be prov ided to ensure that interna l contro l ob ject ives are 
ach ieved.” Genera l Standard No. 2 addresses support ive att itude and 
states “managers and emp loyees are to ma inta in and demonstrate a pos- 
it ive and support ive att itude toward interna l contro ls at a l l t imes.” 

Our pr ior reports, however, show that WD management, at var ious 
leve ls, has not been committed to interna l contro ls. Th is report conta ins 
a number of examp les show ing DOD'S dec is i ons not to comp ly with or 
imp lement management contro ls. We be l i eve that used proper ly, these 
contro ls a lert managers to prob lems in t ime to correct them at an ear ly 
stage. But when the contro ls become mere ly paperwork exerc ises and 
when managers fai l to ins ist upon the ir proper use and imp lementat ion, 
the ir usefu lness is severe ly d im in ished. 
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In exam in i ng interna l contro ls in the acqu is i t i on process, we l ooked at 

l the contro ls over the defense acqu is i t i on process as a who l e a nd 
. the contro ls over contract ing act iv it ies with in the acqu is i t i on process. 

Overa l l Acqu is it ion 
Process Contro ls 

With regard to the overa l l  process, DOD Direct ive 5000.1 and DOD Instruc- 
t ion 5000.2 are the pr imary documents that estab l i sh a n interna l contro l 
system for the defense acqu is i t i on process. These documents def i ne the 
acqu is i t i on process and the manager i a l  po l i c i es a nd procedures that sup- 
port and enab l e it to operate. For examp l e, they def i ne the ro le of the 
peop l e that contro l or manage the process, from the USD(A) to the pro- 
gram manager. They a lso def i ne procedures for weapon systems man- 
agement through the acqu is i t i on process, from program in it iat ion, 
through product ion, and on to system upgrade or rep l acement. As pro- 
grams move through the acqu is i t i on process, they are sub ject to numer- 
ous stud ies, ana l yses, and rev iews that are i ntended to e l im inate or 
min im ize r isks and to ensure they are techn ica l l y sound, cost effect ive, 
and produced on schedu l e. 

Other d irect ives def i ne i n dependent rev iew act iv it ies. DOD Direct ive 
5000.3, for examp l e, estab l i shes po l i cy a nd gu i dance for test ing and 
eva l uat i ng weapon systems, prov i des gu i dance for prepar ing and sub- 
mitt ing a Test and Eva luat i on Master P lan and test reports, and out l i nes 
the respons ib i l i t i es of the Director of Operat iona l  Test and Eva luat i on 
(m&E). m&E i s a  ma jor i n dependent contro l mechan i sm and an essent ia l  
part of the acqu is i t i on process. Test and eva l uat i on resu lts are espe- 
c ia l ly cr it ica l for the m i l estone III dec is i on. Before a program can 
advance beyond low-rate in it ia l product ion, the DCTME must report to the 
Congress and the Secretary of Defense that the Ol%E performed on the 
weapon system was adequate and that the resu lts conf i rmed that the 
items were effect ive. 

Serv ice Regu l at i ons Comp l ement Each of the serv ices structures its acqu is i t i on process based on the gu id- 
Overa l l  Contro ls ante in DOD d irect ives and instruct ions. The serv ice and its subord i nate 

organ izat i ons i ssue regu lat i ons and instruct ions that amp l i fy DOD proce- 
dures to imp l ement the interna l acqu is i t i on procedures essent ia l  to the ir 
operat ions. The Navy acqu is i t i on process shows how the defense acqu i- 
s it ion process works and demonstrates h ow extens i ve the rev iew pro- 
cess is. Wh i l e we use the Navy for our i l l ustrat ion, we found that the 
Army and the Air Force have s imi lar rev iews. 
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The Navy separates its acqu i s i t i on programs into four acqu i s i t i on cate- 
gor ies, wh i ch determ ines the l eve l  of the program rev i ew author ity and 
the rev i ew procedures. The rev i ews occur at key acqu i s i t i on m i l e stone 
dec i s i on po i nts. W ith i n the Navy, ma j or systems usua l l y  go through the 
fo l l ow ing pr imary acqu i s i t i on rev i ew forums. 

The Acqu i s i t i on Rev i ew Board rev i ews take p l ace at the c ommand  leve l, 
the Nava l  A ir Systems Command, for examp l e. Programs are compre- 
hens i ve l y appra i sed to ensure that they are techn i ca l l y, f inanc ia l l y, 
log ist ica l l y, and adm in i strat i ve l y sound, and a determ inat i on that the 
program is executab l e i s mad e  before programs pass to the next rev i ew 
leve l. 
The Program Dec i s i o n Meet i n gs take p l ace at d ifferent organ i zat i ona l  
l eve l s depend i n g upon the acqu i s i t i on category of the program. For 
examp l e, Acqu i s i t i on Category IIS programs are those where the meet- 
i ngs take p l ace at the Secretary of the Navy leve l. At the meet i ng, pro- 
gram progress is rev i ewed and cons i derat i on is g i ven to proceed i ng to 
the next acqu i s i t i on event or phase. 
The DAB i s the h i ghest rev i ew forum and takes p l ace at the OSD l eve l . The 
program is exam i ned, and i s sues regard i ng the program are ident if i ed 
and d i scussed. The recommendat i o ns of the DAB are presented to the Sec- 
retary of Defense by the Defense Acqu i s i t i on Execut i ve. 

DOD Instruct ion 5000.2 requ i res the serv i ces to prepare certa in docu- 
ments for each acqu i s i t i on m i l e stone rev i ew. The fo l l ow ing are s ome of 
these documents: 

A M iss i o n Need Statement that descr i bes the need for a n ew ma j or 
weapon system. The document is used to support a serv i ce’s in it ia l 
request for funds. 
A Dec i s i o n Coord i nat i ng Paper that summar i z es the resu lts of the con- 
cept demonstrat i on and va l i dat i on phase. The paper ident if i es program 
a lternat i ves and estab l i s hes program cost, schedu l e, and operat i ona l  
effect i veness thresho l ds. 
A Cost and Operat i ona l  Effect i veness Ana l ys i s  that is used for the f irst 
two m i l estone phases. The report assesses program operat i ona l  a nd cost 
effect i veness aga i nst m i ss i o n areas. 
A System Concept Paper that summar i z es the resu lts of the concept 
exp l orat i on and def in i t i on phase and that descr i bes the acqu i s i t i on 
strategy. The paper i nc l udes the thresho l ds and goa l s to be met for the 
next m i l e stone rev i ew. 
An Acqu i s i t i on P l an that addresses a l l  the techn i ca l , bus i n ess manage- 
ment, and other s ign i f i cant cons i derat i ons that wi l l  contro l a  program. 
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9 A Test and Eva luat i on Master P lan that def i nes ob ject ives, cr it ica l 
i ssues, system character ist ics, respons ib i l i t ies, resources, and schedu l es 
for test and eva luat i on. 

Defense Contract ing 
Contro ls 

In add it i on to the overa l l  acqu is i t i on process contro ls, contro ls over the 
contract ing process are i nc l uded in the Federa l  Acqu is i t i on Regu l at i ons 
(FAR). The FAR prov i des un iform po l i c i es a nd procedures that govern the 
procurement and contract ing operat i ons of a l l federa l agenc i es. The DOD 
FAR Supp l ement imp l ements and supp l ements the FAR for DOD con- 
tract ing. Th is supp l ement is, in turn, augmented by serv ice regu lat ions. 

The serv ices conduct rev iews to assure that the requ ired contro ls are 
imp l emented effect ive ly. The Navy, for examp l e, rev iews program 
acqu is i t i on p l ans, just if icat ion and approva l s for so le-source procure- 
ments, pre- and post-negot iat i on bus i ness c l earances, and procurement 
management. Bus i ness c l earance rev iews are a check to ensure (1) a pro- 
posed contract act ion conforms to good bus i ness pract ices and to Navy 
acqu is i t i on po l i c i es a nd (2) the estab l i shed pr ice is fa ir a nd reasonab l e 
a nd just if ied by wr itten ev i dence. The Off ice of the Ass istant Secretary 
of the Navy (Sh ipbu i l d i ng a nd Log ist ics) is respons ib l e for conduct i ng 
bus i ness c l earances for a l l programs that exceed the bus i ness c l earance 
author ity thresho ld of the Navy’s systems commands. About every 3 
years, procurement management rev iew teams from the Contracts and 
Bus i ness Management Directorate of the Off ice of the Ass istant Secre- 
tary of the Navy (Sh ipbu i l d i ng a nd Log ist ics) eva l uate des i gnated con- 
tract ing act iv it ies for comp l i ance with regu lat ions, eff ic iency, and 
effect iveness. The Army and the Air Force have s imi lar rev iews. 

In add it i on, numerous aud it groups rev iew the procurement and con- 
tract ing act iv it ies of the serv ices. The serv ice aud it agenc i es and off ices 
of Inspector Genera l  rev iew the eff ic iency and effect iveness of the con- 
tract ing act iv it ies. The Defense Contract Aud it Agency aud its defense 
contracts, and it prov i des account i ng and f inanc ia l adv i ce on proposed 
and ex ist ing contracts and subcontracts to DOD procurement and con- 
tract admin istrat ion personne l . The resu lts of these aud its are used to 
negot i ate contract pr ices and to admin ister and sett le contracts. 

Offic ia ls Be l ieve the 
Number of Contro ls Is 
Adequate 

DOD acqu is i t i on off ic ia ls we interv iewed ind i cated that an adequate 
number of contro ls were in p l ace over both the overa l l  acqu is i t i on pro- 
cess and the contract ing process. Some of the off ic ia ls a l so be l i eve that 
the numerous contro ls may adverse l y affect the acqu is i t i on process by 
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i ncreas ing the t ime it takes to award contracts, One procurement mana- 
ger stated that it is extreme ly d iff icu lt to keep up with a l l the contro ls, 
espec ia l l y when the l aws and regu lat i ons are frequent ly mod if i ed. The 
procurement manager noted that h is contract ing off icers must comp ly 
with over 240 l aws and regu lat ions. 

The Army’s Commun i cat i ons and Electron ics Command has reduced the 
burden of dea l i ng with the large number of procurement l aws and regu- 
lat ions by estab l i sh i ng the pos it i on of so l i c itat ion ombudsman. The 
ombudsman, among other dut ies, eva l uates ind iv idua l procurement 
act ions to determ ine if the Army shou l d wa i ve certa in procurement 
requ i rements when such act ion wi l l c lear ly save the government t ime 
and money. 

Adherence to Contro ls We and other aud it agenc i es have i ssued a number of reports that 

Shou l d Be 
Strengthened 

demonstrate DOD’S need to strengthen its adherence to the interna l con- 
tro ls govern i ng the acqu is i t i on a nd contract ing processes, The fo l l ow ing 
sect ions are examp les, taken from those reports, that show that DOD d id 
not a lways comp ly with the checks and ba l ances in its interna l contro l 
system. 

Requ ired Ana lyses Not 
Don e  

One of the pr imary cons iderat i ons at m i l estone V (the ma jor upgrade or 
system rep l acement dec is i on) is the potent ia l  n e e d for mod if i cat ions and 
upgrades to meet changes in the threat through i ncreased system capa- 
b i l it ies. The s ign if icant dec is i on is whether the def ic i enc ies are so crit i- 
ca l that ma jor mod if i cat ions, ret irement, or a n ew start are warranted. 

Our report’ on the A-7 a ircraft upgrade program-the A-7 PLUS- 
stated that the Air Force had not ident if ied the spec if ic operat iona l  
requ i rements the upgrade had to meet, even though the Air Force had 
a l ready contracted for two prototypes to study the eng i neer i ng feas ib i l- 
ity of changes. The contract for the prototypes requ ired performance 
capab i l i t i es that, in effect, were no better than those of the ex ist ing A-7. 
The cr iter ion that the contractor had to meet was that the upgrade 
wou l d not degrade the ex ist ing A-7’s performance. The Air Force had 
not eva l uated the a ircraft’s miss ion effect iveness or interd ict ion requ ire- 
ments. The Air Force exp l a i ned that it h a d not done so because (1) it d i d 
not have the operat iona l  requ i rements when the dec is i on was made, 

‘C lose Air Support: IJpgraded A-7 Aircraft’s Miss ion Effect iveness a n d  Tota l Cost IJnknown (GAO/ 
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(2) it d i d not have the resources for an eva luat i on, and (3) it be l i eved 
the eva l uat i on was not needed because the upgrade wou l d probab l y 
meet most requ irements. We  recommended that the Secretary of the Air 
Force eva l uate the A-7 PLUS’ miss ion effect iveness aga i nst the latest 
scenar i os and re lated miss ion requ irements. We  po i nted out that the 
resu lts of the eva l uat i ons cou l d b e used to assess the a ircraft’s cost 
effect iveness in performing the c l ose a ir support and batt lef ie ld a ir 
interd ict ion miss ions, as requ ired by Pub l i c L aw 100-180. DOD concurred 
and stated that the Air Force wou l d perform the eva luat i on. 

DOD Instruct ion 5000.2 states that program a lternat ive trade-offs, 
inc l ud i ng trade-offs of the need for n ew deve l opment programs versus 
buy i ng or adapt i ng ex ist ing systems, shou l d b e pr imary cons iderat i ons 
in the m i l estone I dec is i on (concept demonstrat ion/va l i dat ion). Our 
report’ on the Air Force’s C-27 tact ica l a ir l ift proposa l  po i nted out that 
program a lternat ive trade-offs had not been adequate l y cons i dered 
when p l ann i ng for a n ew air l ift system. Our ana lys i s s howed that the 
transfer of add it i ona l C-130s and he l i copters to the U.S. Southern Com- 
mand and some reduct ion of the Mi l itary Airl ift Command’s peacet ime 
restr ict ion on the use of C-130s cou l d have subst ituted for a n ew air l ift 
system. On February 18, 1988, the Secretary of Defense announced that 
the C-27 program had been term inated because miss ion requ i rements 
cou l d b e sat isf ied through the use of ex ist ing resources. 

Current a n d  Comp lete A 1987 Air Force Aud it Agency report3 stated that informat ion needed 
Informat ion Not Prov ided to support m i l estone dec i s i ons was not current and comp l ete for e ight of 

n i ne systems rev i ewed; yet, these systems were approved for the next 
acqu is i t i on phase. Spec if ica l l y, o n three systems, test ing was not per- 
formed or not comp l eted suff ic ient ly before the systems were permitted 
to proceed to the next acqu is i t i on m i l estone phase. Two of these systems 
(Aer ia l Gunnery Target Sets and Mu lt ip le Rece ivers) later exper i enced 
prob l ems after enter ing product ion. In add it i on, on e ight systems, the 
program management p lans, the integrated log ist ics support p lans, or 
the Test and Eva luat i on Master P lans were e ither not prepared or not 
updated to ref lect program changes. On one system, the cost est imate 
was not updated to ref lect actua l program p lans. 

“Tact ica l Airl ift: Observat i ons Concern i n g the Air Force’s C-27 Proposa l  (GAO/NSIAD-88-124, 
Apr. 29, 19%). 

%OD-W i d e  Aud it, In-Process Rev i ews for Non-Ma j or Systems (AFAA Pro ject 6 0 6 6 4 1 2 ,  Apr. 17, 
1987). 
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A Ju ly 1 987 report4 by the DOD Inspector Genera l  summar i zed the 
Inspector Genera l ’s f ind ings regard ing the effect iveness of the Defense 
Systems Acqu is i t i on Rev i ew Counc i l  (now the DAB). That report stated 
that “the recommendat i ons conta i ned in our three pr ior summary 
reports rema in va l i d a n d unaccomp l i shed.” Those reports summar i zed 
the Inspector Genera l ’s f ind ings on spec if ic weapon system rev iews by 
the Rev i ew Counc i l  a n d  i nc l uded such recommendat i ons as 

. enforce the DOD 5000 ser ies instruct ions for t ime ly subm iss i on of com- 
p lete and accurate rev iew counc i l  program documentat i on, 

l ensure that the serv ices are adequate l y fund i ng approved programs, 
l requ ire the serv ices to prov i de wr itten just if icat ions for imp lement i ng 

acce l erated acqu is i t i on strateg ies, and 
. d irect the serv ices to imp l ement the prov is i ons and intent of’ DOD Direc- 

t ive 5000.1 and DOD Instruct ion 5000.2 for fu l ly document i ng the just if i- l 

cat ion for ma jor system new start. 

The Ju ly 1 987 report was d i scussed in the September 28, 1988, test i- 
mony of the Inspector Genera l  before the Senate Committee on Armed 
Serv ices. The Inspector Genera l  sa i d that: 

“Although improvements have been made, our rev iews ind icate that certa in prob- 
lems pers ist....We are f ind ing a cont inued need for more r igorous enforcement of 
ex ist ing acqu is it ion po l icy and better imp lementat ion of the spec if ic aud it recom- 
mendat ions made prev ious ly to improve the effect iveness of the dec is ion mak ing 
process.” 

Cost Effect i 
Eva luated 

veness Not DOD Instruct ion 5000.2 requ ires that cost and operat iona l  effect iveness 
ana l yses be prov i ded to the DAB i n support of m i l estones I and II. In our 
June 1988 repot i o n  the acqu is i t i on of the Army’s L ine-of-Sight For- 
ward Heavy Air Defense System, we reported that in 1 986 the Army 
had in it iated a cost and operat iona l  effect iveness ana lys i s for the ent ire 
Forward Area Air Defense System, of wh i ch the l ine-of-s ight system is a  
part, but had not comp l eted the ana lys is. Accord i ng to the study team 
leader, the study focused on exam in i ng requ i rements rather than con- 
duct i ng a true cost and operat iona l  effect iveness ana lys i s because rel i- 
ab l e cost data for the forward area system e l ements were not ava i l ab le, 
prevent i ng a cost-effect iveness compar i son with a lternat ive systems. 

‘Summary Report o n  the Aud it of the Effect iveness of the Defense Systems Acqu is it i on Rev i ew 
Counc i l  (DSARC) Process-FY 1 9 8 6  (DOD/Inspector Genera l  Report No. 87-193, Ju ly 17, 1987). 

‘We a p o n  Systems: Acqu is it i on of the Army’s L i ne-of-S ight Forward Heavy Air Defense System 
(GAO/NSIAD 8 8  - - 1 9 8  , *June 30, 1988). 
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Our report” on the Army’s Command and Contro l System Common Hard- 
ware and Software acqu is i t i on program noted that the Army had not 
made a fu l l cost and operat iona l  effect iveness ana lys is. The Army stated 
that mak i ng th is ana lys i s wou l d de l ay the acqu is i t i on a nd that a fu l l 
ana lys i s was not requ ired because it be l i eved the regu lat i on on l y app l i ed 
to ma jor systems acqu is i t i ons and that th is program was not a ma jor 
system acqu is it i on. However, the LSD(A) des i gnated that th is was, in fact, 
a ma jor system acqu is i t i on a nd that app l i cab l e ma jor system acqu is i t i on 
gu i dance wou l d b e app l i ed to it. We  conc l uded that the requ ired cost and 
operat iona l  effect iveness ana lys i s shou l d b e done for such ma jor acqu i- 
s it ions and that the potent ia l  s ize and r isks of th is program warranted 
such an ana lys is. 

CYRkE Shortcomings DOD test ing groups somet imes fai l to exam ine programs adequate l y, 
po int out def ic i enc ies, or conduct test ing in a  t ime ly manner. In 1985, we 
reported7 that because s ign if icant port ions of p l a nned CT&E were on ly 
part ia l ly comp l eted on the f ive systems we rev i ewed, those systems 
began product i on w ithout hav i ng adequate l y demonstrated whether 
performance requ i rements were met in a  representat ive operat iona l  
env i ronment. For examp l e, at the t ime product i on began on the F/A-18 
a ircraft, it h ad not undergone cr it ica l aspects of p l a nned cn%E that were 
ca l l ed for in the program schedu l e because of the system’s immature 
deve l opment at that t ime. We  po i nted out that expens i ve retrof its were 
requ ired on F/A-18 product i on mode l s to correct prob l ems ident if ied 
dur i ng operat iona l  test ing, wh i ch was performed after the product i on 
dec i s i on was made. We  a lso found that operat iona l  test resu lts om itted 
from or m isrepresented in Congress i ona l  Data Sheets created m is l ead i ng 
impress ions of a weapon system’s demonstrated performance 
capab i l i t i es. 

Severa l years later, we reported8 that each of the off ic ia l reports to the 
Congress from DOT&E that we rev i ewed conta i ned i ncomp lete or inaccu- 
rate statements. In add it i on, the ma jor ity of DOT&E’S favorab le overa l l  
assessments of test ing adequacy, system effect iveness, and su itab i l i ty 
were not supported by the ev i dence. The omiss ions, inaccurac ies, and 

“Batt lef ie ld Automat i on: Better Just if icat ion a n d  Test i ng Ne e d e d  for Common Computer Acqu is it i on 
(GAO/Im 88 12 - - , Dec. 31, 1987). 

7Product i on of Some Ma jor We a p o n  Systems Bega n  W ith On ly L im ited Operat i ona l  Test a n d  Eva lua- 
t ion Resu l ts (GAO/NSIAD 8 5  - - 6 8  , J u n e  19,1985). 

“Wea p o n s  Test ing: Qua l i ty of DOD Operat i ona l  Test i ng a n d  Report i n g (GAO/PEMD-88-32BH, 
*Ju ly 26, 1988). 
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overa l l  a ssessments cons i stent l y resu l ted in a more favorab l e presenta- 
t ion to the Congress of test adequacy and system performance than war- 
ranted by the facts. W e  conc l u ded that for ma jor, convent i ona l  s ystems 
that reached the fu l l product i on m i l e stone by the end of f isca l year 
1987, DOT&E’S d i ssem inat i on of i nformat ion to the Congress had not pro- 
v i ded the comp l ete and accurate p icture of weapon system performance 
that the Congress needed to make  weapon fund i ng dec i s i ons. 

Our more recent work shows that or&~ i s not a lways done on a t ime l y 
bas i s. Our May  1989 report9 states that the Navy usua l l y  d i d not con- 
duct UJXE before dec i s i o ns were made  to beg i n fu l l -sca le deve l o pment or 
low-rate in it ia l product i on of weapon systems as genera l l y ca l l ed for by 
DOD po l i cy. For that report we rev i ewed 19 Navy systems to determ ine 
whether or&~ was conducted in support of ear l y acqu i s i t i on dec i s i ons. 
Th i s i nc l uded 10 fu l l -sca le deve l o pment dec i s i o ns and 10 low-rate pro- 
duct i on dec i s i ons. m&E was not conducted before any of the 10 fu l l -sca le 
deve l o pment dec i s i o ns and was conducted before on l y 3 of the 10 l ow- 
rate in it ia l product i on dec i s i ons. For three of the systems that had not 
been operat i ona l l y tested, the Navy’s or&~ force prepared operat i ona l  
a ssessments to support in it ia l product i on dec i s i ons, Two of these assess- 
ments were so l im ited that the or&~ force cou l d not pro ject the systems’ 
potent ia l  effect i veness or su itab i l i ty. 

Contract i ng Regu l at i ons 
Not Fo l l owed 

We  have reported on DOD’S l a ck of adherence to important contract i ng 
regu l at i ons or to interna l contro l s over the contract i ng process. In one 
report lo we noted that a substant i a l  n umber of unpr i ced contracts had 
not been def in i t i zed w ith i n the usua l  180-day l im it prescr i bed by DOD 
procurement regu lat i ons. W e  reported that DOD’S use of these contracts 
reached its h i ghest l eve l  ever in September 1985, w ith contracts va l ued 
at about $28 b i l l i on. Man y  of the contracts rema i ned undef i n i t i zed for 
l ong per i ods of t ime. Among  the contracts samp l e d in our study, 45 per- 
cent of the va l ue of unpr i ced contracts had not been def in i t i zed a year 
or more after the contracts had been p l aced. W e  po i nted out that de l ays 
in pr i c i ng contracts p l ace the government in an unfavorab l e negot i at i ng 
pos it i on, sh ift cost r isk from the contractor to the government, and 
reduce contractor i ncent i ve to contro l cost. 

“Navy Wea p o n s  Test i ng: Defense Po l i cy o n  Ear l y Operat i o na l  Test i ng (GAO/NSIAD-89-98, May 8, 
1989). 

“‘Con lmct Pr ic i ng: DOD’s Use of Unpr i c ed Contracts (GAO/NSIAD-87-91, Apr. 30, 1987). 
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In our reportI on se l ected federa l agenc i e s’ comp l i a nce w ith the Compe- 
t it ion in Contract i ng Act, we reported on the resu lts of a rev i ew of seven 
procur i ng act iv i t i es (f ive in DOD, one in the Nat i ona l  Aeronaut i cs and 
Space Admin i strat i on, and one in the Department of Energy). Our 
rev i ew showed that the agenc i e s’ procedures often prov i ded l ess assur- 
ance than the act i ntended w ith regard to a l l ow ing, whenever appropr i- 
ate, compet i t i on from a l l  sources capab l e  of meet i ng the government’s 
needs. A lso, comp l i a nce prob l ems re lat ing to wr itten just if i cat ions for 
other than fu l l a nd open compet i t i on were w idespread and needed to be 
corrected. 

Defect ive Pr ic i ng A number of our reports on defect i ve pr ic i ng stated that defense con- 
tractors, on the contracts rev i ewed, d i d not comp l y  w ith the Truth in 
Negot i at i ons Act, Pub l i c  L aw 87-653, as amended. For examp l e, in our 
report,‘” we state that: 

“The target pr ice for contract mod if icat ion PO0003 was overstated by $1,008,854, 
inc lud ing overhead and prof it, because [the contractor] d id not d isc lose accurate, 
comp lete, and current mater ia l  pr ic ing informat ion for seven mater ia l  i tems.” 

The 29 defect i ve pr ic i ng reports we i ssued over the past 3 years a l l  i l l us- 
trate th is comp l i a nce prob l em. The tota l do l l ar amount of the defect i ve 
pr ic i ng we reported exceeds $5 1 mi l l i on. 

The House Comm ittee on Government Operat i ons a l so stud i ed defect i ve 
pr ic i ng and conc l u ded in its October 1988 reporV3 that: 

“Overpr i ced noncompet it i ve contracts are substant ia l and w ide spread, produc i ng 
mi l l i ons of do l l ars in windfa l l  prof its to contractors at the Amer i can taxpayers’ 
expense. These excess prof its resu lt ch ief ly from contractors’ noncomp l i ance with 
the Truth in Negot iat ions Act and def ic ient cost est imat ing systems. Ex ist ing l aws 
and regu lat ions are adequate to dea l w ith these prob l ems, but the Secretary of 
Defense needs to be more aggress ive in ensur ing comp l i ance and recover ing unwar- 
ranted ga ins when noncomp l i ance is ident if ied.” 

’ ‘Procurement: Petter Comp l i ance With the Compet i t i o n in Contract i ng Act Is Nee d e d  (GAO/ 
NgAD-87-145, Aug. 26, 1987). 

“Contract Pr ic i ng: GBU-16  Bomb Compone n t s  Overpr i c i n g (GAO/NSIAD-89-10, Nov. 2, 1988). 

‘“Cont i n u i n g V io l at i ons of the Truth in Negot i at i ons Act a n d  Est imat i ng System Def i c i enc i es Resu l t in 
Excess Contractor Prof its -the Sixt ieth Report by the Comm ittee o n  Government Operat i o ns (House 
Report 160-1026, Oct. 3, 1988). 
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Independent Cost 
Est imates Need  
Improvement 

Another area show i ng the l ack of comp l i a nce w ith contro l s i s i ndepen- 
dent cost est imat i ng, an important check on the cost of weapon systems. 
The Inspector Genera l  i s sued a reportI in 1989 that stated the serv i ces’ 
i ndependent cost est imates, for seven weapon systems samp l ed, om itted 
over $13.3 b i l l i on of system l i fe-cyc le costs. The serv i ces’ buy i ng com- 
mand s  est imated the tota l l i fe-cyc le costs of the systems to be $70 b i l- 
l i on The Inspector Genera l  found that port i ons of i ndependent cost 
est imates i nc l uded costs der i ved from the program off ice est imate and 
that organ i zat i ona l  i nf l uence affected two i ndependent cost est imates. It 
a l so found that i ndependent cost est imates were not comprehens i v e and 
d i d not comp l y  w ith the DOD def in i t i on of l i fe-cyc le costs. 

Conc l us i ons The acqu i s i t i on system has many  checks and ba l a nces in p l ace. So many, 
in fact, that s ome peop l e fe lt that comp l y i n g w ith a l l  the adm in i strat i ve 
requ i rements s l owed down acqu i s i t i on and wasted money. However, DOD 
must str ike a ba l a nce between a r i gorous set of checks and ba l a nces and 
the safety they prov i de, in terms of guarantee i ng appropr i ate expend i - 
ture of the pub l i c’s  funds, and the costs of comp l i a nce, in terms of de l ay- 
i ng a program. W e  be l i e ve that in the pub l i c arena one shou l d err on the 
s i de of safety. To ensure that the government is sat i sfy i ng the requ ire- 
ments of its pos i t i on of pub l i c trust, comp l i a nce w ith a strong and com- 
p lete set of checks and ba l a nces is necessary. 

14Report o n  the Aud i t of Independent Cost Est imat i ng for Ma j or Systems (DOD/Ispector Genera l  
Report No. 89-055, Feb. 24, 1989). 
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Two of the e l ements in an effect ive acqu is i t i on process re late to 
affordab i l i ty. They address DOD'S requ i rements process and the lack of a 
strong l ink between the DAB weapon system dec i s i on process and the 
DRB (now the DPRB) resource a l l ocat ion process. 

Requ i rements The experts we spoke with be l i eved two aspects of DOD’S acqu is i t i on 
requ i rements process needed improvement. The f irst concerns assess i ng 
the need for a n ew weapon system to fi l l a  gap or def ic i ency in the 
Nat i on’s capab i l i t i es (the front-end requ i rement). The second addresses 
estab l i sh i ng the performance spec if i cat ions of a weapon system. The 
experts were concerned that there are too many requ i rements for the 
funds ava i l ab l e and performance spec if i cat ions are too demand i n g and 
cost ly. 

DOD’S Defense Management Rev i ew inc l uded changes to the requ ire- 
ments approva l  process. The Jo int Requ i rements and Overs i ght Counc i l , 
cha i red by the V ice Cha i rman of the Jo int Ch iefs of Staff and compr i sed 
of the V ice Ch iefs of Staff of the serv ices, is to rev i ew a l l n ew weapons 
program starts. The Counc i l  rev i ews the va l i d ity of m iss i on needs ident i- 
f ied by the serv ices, ind i cates a jo int pr ior ity for meet i ng those needs, 
and forwards an approved m iss i on need statement to the USD(A). 

Assess ing the Need  for 
New Requ i rements 

We spoke to experts who be l i eve DOD i s try ing to buy more weapon sys- 
terns than it can afford. Our past reports show that DOD’S requ i rements 
process does not adequate l y cons i der f isca l constra ints in sett ing force 
goa ls, determ in i ng numbers of weapons to buy, and acqu ir i ng n ew sys- 
tems. Th i s l eads to unrea l i st ic overa l l  force goa ls, unaffordab l e weapons 
procurements, and dup l i cat ive weapon systems. 

Unrea l i st ic Force Goa l s The Air Force’s 40-w ing tact ica l a ircraft p l an prov i des an i l l ustrat ion of 
the prob l em with unrea l i st ic overa l l  force goa ls. In 1987 we reported’ 
that the Air Force’s p l an to modern i ze and expand its tact ica l f ighter 
force from 36 w ings to 40 w ings may not be affordab le. The p l an was 
prem ised on cont i nued rea l growth in defense spend i ng. We  po i nted out 
that budget trends and pro ject ions ind i cated that such cont i nued 
i ncreases were not l ike ly, that the tact ica l Air Force’s share of the Air 
Force budget was not l ike ly to increase, and that the tact ica l a ircraft 
programs wou l d be compet i ng with h i gher pr ior ity programs, such as 

‘Aircraft Procurement: Status a n d  Cost of Air Force F i ghter Procurement (GAO/NSIAD-87-121, 
Apr. 14, 1987). 
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the C-17 cargo p l ane and the Advanced Techno l ogy Bomber. The Air 
Force acknow l edged the affordab i l i ty concerns and dec i ded to de l ay fur- 
ther expans i on. 

Unaffordab l e Numbers of 
Weapon s  

Some programs estab l i sh quant it i es of weapons that may not be afforda- 
b le with in the budgeted funds. Th is prob l em is shown by the Army’s 
LHX he l i copter program. In 1986 we reported2 that the pro jected ava i l a- 
b l e fund i ng wou l d fa l l short of LHX requ irements in 1 997 and dur ing 
severa l other peak product i on years. In 1987 we reported3 that in order 
to buy 4,500 a ircraft and rep l ace the current f leet as qu ick ly as poss ib l e, 
the Army p l anned to procure as many as 480 LHX aircraft per year. In 
those peak product i on years, the Army est imated the LHX program 
cou l d requ ire up to $6 b i l l i on a  year ( in esca l ated do l lars). Dur ing that 
same per iod, many other Army systems wou l d b e compet i ng for the l im- 
ited amount of funds that wou l d b e ava i l ab l e for programs funded from 
the Army’s procurement appropr iat ion. A pre l im inary Army ana lys i s 
s howed that assum ing no rea l growth annua l l y in ava i l ab l e funds, the 
procurement account cou l d b e short over $100 b i l l i on cumu lat ive ly from 
f isca l years 1987 through 2000. Peak LHX product ion, as p l anned, 
wou l d occur in the late 1990s. W ith such large fund i ng shortages be i ng 
pro jected, it was l ike ly the Army wou l d e ither cance l  or stretch out some 
other weapon system programs if it was to buy the LHX at the p l a nned 
rate. 

Our 1988 report” showed that the program has exper i enced the conse- 
quences of the Army’s lack of cons iderat i on of affordab i l i ty. June 1988 
cost and quant ity reduct ions ref lected changes the Army made to 
respond to the DAB’S conc l us i on that the LHX was “no longer a v iab le 
program for affordab i l i ty reasons.” The Army s ign if icant ly sca l ed the 
program back, most notab l y by de let i ng the ut i l ity vers ion of the air- 
craft and consequent l y reduc i ng quant it i es from 4,292 to 2,096. How- 
ever, affordab i l i ty is sti l l a  prob l em. Our 1988 report noted that 
program costs were sti l l l ike ly to increase. We  reported that, accord i ng 
to DOD’S fund i ng pro ject ions through the year 2006, there was not 
enough procurement money ava i l ab l e to produce the LHX at p l a nned 

‘We a p o n  Systems: Issues Concern i n g the Army’s L i ght He l i copter Fami ly Program (GAO/ 

“Wea p o n s  Systems: Status of the Army’s L i ght He l i copter Fami ly Program (GAO/NSIAD-87-117FS, 
Mar. 13, 1987). 

41, i ght He l i copter Program: Risks Fac i ng the Program Ra i se Doubts About the Army’s Acqu is it i on 
Strategy (GAO/NSIAD-89-72, Dec. 23, 1988). 
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rates and that the reduced product i on rates wou l d extend the program 
schedu l e, wh i ch wou l d resu lt in cost increases. 

Dup l i cat i on of Systems The requ i rements process has not e l im inated dup l i cate system deve l op- 
ment by the serv ices. Th is prob l em is i l l ustrated in our October 1985 
report” on pro l i ferat ion of combat jammers. That report addresses two 
jammer programs-the Air Force ALQ-131 and the jo int ly deve l o ped 
Navy/Air Force ALQ-165 (the ASPJ). The cost to procure these pro- 
grams was expected to exceed $6 b i l l i on. We  reported that one common 
j ammer in p od and interna l conf igurat ions cou l d sat isfy interserv ice 
needs for tact ica l f ighter a ircraft. We  po i nted out that the Air Force had 
not taken advantage of the opportun ity to reduce pro l i ferat ion of e lec- 
tron ic combat systems as i ntended by the Congress. Instead of v igor- 
ous l y pursu i ng use of the jo int ly deve l o ped ASPJ, the Air Force had 
i ncreased use of its own ALQ-131 and other serv ice un i que jammers. 

The Secretary Is Tak i ng Steps to The Secretary’s Defense Management report recogn i zed the need to 
Improve the Requ i rements improve the requ i rements process and p l aced i ncreased emphas i s o n the 
Process Jo int Requ i rements Overs ight Counc i l  rev iew. Accord i ng to the report, 

the Counc i l  wi l l rev iew al l def ic i enc ies that may necess i tate the start of 
a n ew ma jor weapon system before cons iderat i on in the DAB. In add it i on, 
the USD(A) wil l coord i nate the fund i ng of Concept Direct ion Stud ies, 
wh i ch the USD(A) wil l author ize at m i l estone 0. Resources for these stud- 
ies may come from one or more of the mi l itary departments, a centra l 
fund contro l l ed by the USD(A), or both. The report adds that part icu lar 
care wi l l b e  exerc i sed at m i l estone I to ensure that concept approva l  is 
g i ven to no more n ew programs than long-term resources ava i l ab l e to 
non wi l l support. 

These steps are in the r ight d irect ion, but we be l i eve that affordab i l i ty 
of n ew starts shou l d b e exp l ic it ly addressed. “Exerc is i ng part icu lar 
care” does not appear strong enough to have a s ign if icant effect on DOD’S 
affordab i l i ty prob l ems. We  a lso be l i eve that if the USD(A) i s to have a 
f irm gr ip o n the acqu is i t i on process, then the USD(A) shou l d b e the one 
who contro ls, rather than coord inates, the fund i ng for the Concept 
Direct ion Stud i es that are to be the in it ia l step in a  n ew weapon system 
acqu is it i on. In add it i on, the affordab i l i ty a nd cost effect iveness of the 
weapon systems shou l d b e exp l ic it ly addressed at every dec is i on po int. 

“An Opportun i ty to Redu c e  Pro l i ferat ion a n d  Improve Acqu is it i on Strategy for Electron ic Combat 
Jammers [Unc lass if i ed Execut ive Summary] (GAO/C-NSIAD-86-1, Oct. 8,1985). 

Page 38 GAO/NSJADBOBO Elements for Effect ive Management 



. 

Chapter 5 
Affordab i l i ty 

Cost ly System 
Performance 
Spec if i cat ions 

Another aspect of the requ i rements prob l em is that cost does not appear 
to be a cons i derat i on when performance spec i f i cat i ons for a system are 
estab l i shed. The November 1988 report” from the Johns Hopk i n s For- 
e i gn Po l i c y Inst itute and the Center for Strateg i c and Internat iona l Stud- 
i es po i nted out th is prob l em when it stated: 

“In many cases, reduc ing performance requ i rements by 6 to 10 percent cou ld proba- 
b ly reduce the cost of weapons by 30 to 60 percent, permitt ing the procurement of 
much larger numbers of on ly s l ight ly less capab l e weapons.” 

In add it i on, when a weapon system is hav i ng d iff icu lty meet i ng its per- 
formance goa l s, DOD tends to spend what is necessary to reach those 
goa l s w ithout quest i on i ng whether the add i t i ona l  performance is worth 
the cost. Th i s i s sue is addressed in a February 1986 report7 from RAND, 
wh i ch d i s cussed cost i ncreases, schedu l e  s l i p pages, and performance 
shortfa l l s, and wh i ch stated: 

“These f ind ings support the convent iona l w i sdom that when acqu is it ion prob l ems 
ar ise, cost is the constra int most eas i l y re laxed and schedu l e is next, whereas per- 
formance goa ls are adhered to most c lose ly.” 

In our i nterv i ews with DOD experts, a former Under Secretary of Defense 
for Research and Eng i neer i ng d i s cussed the Air Force tact ica l  f ighter, 
the F-15, as an examp l e  of th is prob l em. One of the F-15’s performance 
goa l s was that the a ircraft f ly at Mac h  2.5. Whe n  the F-15 was f irst 
de l i vered it had a top speed of Mach  2.4. W e  were to ld that the program 
manager i ns i sted that the Mach  2.5 speed be ach i e ved and severa l  hun- 
dred m i l l i on do l l ars were spent to meet that goa l  a nd get the add i t i ona l  
Mac h  0.1 speed. Th i s was a s ituat ion where a trade-off ana l ys i s wou l d  
have been benef ic i a l . 

“Mak i n g Defense Reform Work, a  jo int pro j ect of The Johns Hopk i n s Fore i g n Po l i cy Inst itute a n d  the 
Center for Strateg i c a n d  Internat i ona l  Stud i es, November  1988. 

71mprov i n g  the Mi l i tary Acqu i s i t i on Process RAND, R-3373-AF/RC, February 1986. 
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Resource Dec is ions 
and Acqu is it ion 
Dec is ions Shou l d Be 
Cons istent 

The l ink between the DAB weapon system dec is i on process and the 
resource a l l ocat ion process is not strong. The prob l em is that resource 
dec is i ons are made annua l l y, wh i l e the DAB makes its dec i s i ons at the 
ma jor mi l estones, wh i ch may be years apart. A mi l estone dec is i on made 
by the DAB th is year may be inva l i dated by a fund i ng dec i s i on next year. 

The DAB makes recommendat i ons to the Secretary of Defense at the mi le- 
stone dec is i ons for ma jor weapon systems. It cons i ders a weapon system 
affordab le if a  serv ice has programmed, or can program, suff ic ient 
resources to support the system’s pro jected deve l opment, test ing, pro- 
duct ion, f ie ld ing, and support requ irements. On the other hand, the 
resources board annua l l y dec i des what to inc l ude in DOD’S budget. The 
resources board is faced with the rea l ity of a l l ocat ing DOD'S l im ited 
resources to many programs. The DAB dea l s in a  more theoret ica l wor ld 
where it approves each system based on its mer its a l one. 

The key person l i nk ing the two boards is the USD(A). The USD(A) i s a  mem- 
ber of the resources board and the Cha i rman of the DAB. The USD(A) i s the 
acqu is i t i on person who can ra ise i ssues regard ing the effect of the 
resource dec is i ons on the longer term dec is i ons of the DAB. The other two 
common members respons ib l e for prov id i ng a  l ink between the two 
boards are the Ass istant Secretary of Defense for Program Ana lys is a nd 
Eva luat i on and the DOD Comptro l l er. DOD’S acqu is i t i on regu lat i ons a l so 
prov i de a mechan i sm for a serv ice head to adv i se the Defense Acqu is i- 
t ion Execut i ve (the USD(A)) if the resources board’s dec is i on adverse l y 
affects a serv ice’s acqu is i t i on p l an. But in pract ice, the serv ices’ pro- 
gram managers tend to absorb the budget cuts rather than comp la i n, 
through the cha i n of command, to the resource board. The ma jor effect 
of the d i sconnect is fund i ng instab i l i ty with the attendant prob l ems of 
uneconom ic product i on rates, program stretchouts, and cutt ing impor- 
tant program tasks- such as test ing, prototyp ing, and des i gn and deve l- 
opment compet it i on. 

The first USD(A) fe lt very strong ly about th is prob l em. In a October 31, 
1986, p l an for the “Imp lementat i on of the Defense Acqu is i t i on System 
Reorgan i zat i on,” the IJSD(A) stated: 

“The Jo int Requ irements Management Board (JRMB),’ under the prev ious cha ir- 
mansh ip of the Under Secretary of Defense for Research and Eng ineer ing, sponsored 
programmat ic dec is ions without true budgetary cons iderat ions. The DRB with the 

‘The name of the Jo int Requ irements Management Board was changed to the DAB. 
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Director, PA&E [Program Analys is and Eva luat ion] as execut ive secretary a lso spon- 
sored programmat ic dec is ions wh ich in some instances d id not harmon ize with those 
dec is ions a lready made with in the JRMB process. Sign if icant resource dec is ions are 
a lso made dur ing the budget rev iew, led by the DOD Comptro l ler, wh ich mater ia l ly 
mod ify JRMB dec is ions. Th is s ituat ion creates the d isconnect between the JRMB and 
PPBS processes. Th is ex ist ing DOD acqu is it ion management process fragments 
resource and programmat ic dec is ion mak ing.” 

DOD’S acqu is i t i on profess iona ls a l so d i scussed th is prob l em dur ing the 
“Acqu is i t i on Leadersh i p ‘88” conference he l d at Fort Belvo ir, Virg in ia, 
o n Ju ly 14,1988. They recommended that: 

“Defense Acqu is it ion Board dec is ions on resources shou ld be treated more l ike ‘con- 
tracts’ and be less prone to Defense Resource Board/Plann ing, Programing and 
Budget ing System rev is ions. Programs, once ‘base l i ned,’ shou ld be a l l owed to pro- 
ceed without d isrupt ion.” 

Recent DOD Efforts to 
Address Affordab i l i ty 

The Secretary’s report9 to the Pres ident recogn i zed the need to improve 
the l ink between the resource a l l ocat ion process and the weapon system 
acqu is i t i on approva l  process. The report stated that “under the pres- 
sures of the annua l  budget cyc le, cons iderat i on of broad po l i c i es a nd 
deve l opment of gu i dance on h igh-pr ior ity ob ject ives a l l too often have 
been neg l ected, and dec is i ons made i nstead on a short-term, issue-by- 
i ssue bas i s not we l l -su ited to opt im iz i ng the use of ava i l ab l e defense 
resources.” 

The report inc l udes steps to address th is prob l em by strengthen i ng the 
USD(A)‘S ro le. For examp l e: 

l The IJSD(A) i s made a key part ic ipant in a l l p hases of the P lann i ng, Pro- 
gramming, and Budget i ng System. 

l The MD(A) wil l serve as a key adv isor to the Secretary and the Deputy 
Secretary on resource dec is i ons affect ing acqu is i t i on program base l i nes. 

. The Deputy Secretary and the secretar ies of the mi l itary departments 
wi l l ensure that the USD(A) and the Serv ice Acqu is i t i on Execut i ves are 
more act ive part ic ipants in the program and budget cyc les at both DOD 
and serv ice leve ls. These sen ior acqu is i t i on off ic ia ls are to serve as key 
adv isors on resource dec is i ons affect ing the base l i nes of ma jor acqu is i- 
t ion programs and on a lternat ives that may mit igate the impact of such 
act ions. 

“Defense Management - Report to the Pres ident by the Secretary of Defense, Ju ly 198S. 
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l In con j unct i on with the DOD Comptro l l er, the USD(A) or the Pr inc ipa l Dep- 
uty wi l l exerc ise so-ca l l ed apport i onment author ity with respect to 
fund i ng for programs pass i ng through success i ve m i l estone rev iews in 
order to ensure demonstrab l e atta i nment of m in imum requ ired accom- 
p l i shments estab l i shed in rev ised WD d irect ives and the successfu l  com- 
p let ion of a l l add it i ona l ex it cr iter ia lev ied on programs as a resu lt of 
prev i ous DAB rev iews. 

l Rep l ac i ng the Defense Resources Board with the DPRB to he l p deve l op 
stronger l inks between nat iona l  defense po l i c i es a nd the resources a l lo- 
cated to spec if ic programs and forces. 

Conc lus i ons We be l i eve that buy i ng more weapon systems than can be afforded with 
the ava i l ab l e resources is the bas i s for many of the acqu is i t i on prob l ems 
fac ing DOD today. Th is chron ic lack of adequate fund i ng causes the ser- 
v ices to be very protect ive of the resources they are a l l ocated. The pro- 
gram managers are in turn very protect ive of the ir programs. Any s ign 
of weakness cou l d cause OSD, the serv ice headquarters, or the Congress 
to take funds from the program. In such an env i ronment it is d iff icu lt to 
expect a program manager or a serv ice to adm it to a prob l em before 
expend i n g every effort to reso lve it “in house.” As a resu lt, report ing 
tends to be opt imist ic. 

The Secretary of Defense has to be ab l e to make the hard dec is i ons 
regard i ng the performance of weapon systems. It is d iff icu lt to argue 
that performance shou l d not be at the h i ghest leve l poss ib l e. But to 
ensure that expend i tures for performance are reasonab l e, the va l ue of 
marg ina l  i ncreases in performance must be traded off aga i nst the ir cost. 

We  be l i eve that reso lv i ng the d i sconnect between acqu is i t i on dec i s i ons 
and resource dec is i ons is a  d iff icu lt prob l em. So lv i ng the prob l em wi l l 
requ ire DOD to comp ly with the acqu is i t i on procedures la id out in its 
5000 ser ies of d irect ives and instruct ions-start ing with estab l i sh i ng 
reasonab l e a nd affordab le requ irements. DOD shou l d set pr ior it ies o n the 
bas i s of need and affordab i l i ty a nd match its needs with the ava i l ab l e 
f inanc ia l resources. Once a va l i d n e ed is ident if ied, an acqu is i t i on strat- 
egy shou l d b e deve l o ped that a l l ows the system to be produced at an 
econom ic rate-many programs are n ow acqu i red at rates far less than 
the econom ic product i on rate. Once the DAB approves the acqu is i t i on 
strategy, the program shou l d b e prov i ded with stab le fund i ng, and then 
shou l d b e protected, to the extent poss ib l e, from d isrupt ions caused by 
the fund i ng dec i s i ons of the resources board. 
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