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ow does DoD create a system to track its total

net worth of equipment? What is the real cost

of a heavily used F/A-18 versus a sparingly used

one? How does DoD standardize acquisition data

across the enterprise and ensure that information
is shared with those who need it? These are just a few of
the types of questions Dr. Nancy Spruill is answering in her
position as director of acquisition resources and analysis in
the Office of the Under Secretary of Defense for Acquisition,
Technology and Logistics (OUSD[AT&L]). In June, she took
the time to discuss several acquisition improvement initia-
tives with Defense AT&L: the recent changes implemented
for the business, cost estimating, and financial management
career field; developing better cost-growth tracking meth-
odologies; and other topics.

Q

Can you give an overview of your responsibilities as director of
acquisition resources and analysis in the OUSD(AT&L)?

A

As director for acquisition resources and analysis, | report
directly to the under secretary of defense for acquisition,
technology and logistics, Dr. Ashton B. Carter. I've held this
position since February 2000.

The three most important jobs | do for the USD(AT&L) are:
one, | am the executive secretary for the Defense Acquisition
Board; two, | manage all aspects of the under secretary’s
interaction in the planning, programming, budgeting, and
execution (PPBE) system; and three, | manage many of the
important aspects of the OUSD(AT&L)'s interaction with
Congress—such as rollout of the president’s budget—in the
investment areas, including funding of the major defense
acquisition programs (MDAPs), funding for spending in
science and technology, funding for logistics support, and
funding for installations support and construction.

You manage the acquisition workforce’s participation in the
PPBE system. Can you discuss how you are working across the
acquisition workforce to ensure all operations are aligned with
the PPBE system?

A

| see effective interaction between the PPBE system and
the defense acquisition management process as essential.
Unfortunately, the PPBE system is a calendar-driven pro-
cess, while the defense acquisition management process is
focused on events, phases, and milestones. This disconnect
creates significant challenges. Nevertheless, | constantly
strive to ensure the acquisition workforce is meeting the
PPBE system requirements without impeding the advance-
ment of our acquisition programs. Often, this requires signifi-
cant hands-on effort and a willingness by all parties to give a
little for the betterment of the Department of Defense. | try
very hard to make sure the PPBE system supports the acqui-

sition process by fully funding MDAPs and the associated
operating and support needs. Programs can't be executed
effectively unless the program manager gets the resources
he or she needs to do the job.

Can you talk about the recent changes in the business, cost
estimating, and financial management (BCEFM) career field
and what spurred the need to restructure?

A

The new business career field has two distinct tracks to
recognize differences that have existed since the beginning
of the Defense Acquisition Workforce Improvement Act
of 1990. Cost estimating and financial management really
do involve different but related disciplines. When we did a
review of the training pipeline, we discovered that the cost
estimating folks were getting training on only about half of
the key things they needed to learn. It was very clear that a
one-size-fits-all approach to training was not good enough—
and we needed to change that. | also felt strongly that we
needed to enhance the professionalism of the community
and acknowledge that we need our people to have a lot
more seasoning and experience to achieve the various lev-
els of certification. That's why we increased the experience
needed for certification with all three levels.

Another issue we were trying to tackle was the identifica-
tion of key leadership positions for the lead cost estimator
in major program offices. There's a statutory requirement
to identify those positions, and we needed a way to cleanly
identify them as cost estimating positions rather than using
a more general BCEFM label.

Can you discuss the training changes that professionals in the
newly created business career field can expect? What do those
changes mean for people who are already certified?

A

Training for the financial management track within the ca-
reer field should not see major changes. The implementation
guidance | signed on April 1 doesn't impose an additional
training requirement for people currently certified in the fi-
nancial management part of the career field. [ The guidance
is available at <https.//acc.dau.mil/GetAttachment.aspx?id=2
77653&pname=file&aid=42718&lang=en-US>.]

There is a training impact to those in the cost estimating
part of the community. That was purposeful and intended
to address shortcomings to current training and the need
to provide more cost-focused training to professionals in
the cost estimating discipline. We need people who know
more about what they're doing and to have considerable
specialized experience in this domain. The implementation
guidance gives people a couple of years to satisfy the new
requirements, so | think we're giving them enough time to
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get caught up. Also, there is the fulfillment process that al-
lows people to request, through their supervisory channels,
equivalency for a course if they have sufficient justification
for not taking the formal training from the Defense Acquisi-
tion University.

A major part of improving the mechanisms for the manage-
ment of DoD acquisition programs is developing new DoD-wide
software-intensive systems and programs. Can you discuss the
new acquisition systems being developed across DoD? How are
you ensuring the security/privacy of such systems?

A

We are taking a wholly different approach to improving our
acquisition management systems rather than just trying to
impose yet another set of system tools and technologies.
The real problem in our acquisition management systems
is the lack of timeliness, consistency, and coherence in the
data that drive those systems, and we are addressing those
lacks directly.

Specifically, we are establishing formal governance for acqui-
sition data that will regulate the definitions, technical stan-
dards, and authoritative source for the data elements used
in acquisition decision making. You would be surprised how
often we see different authoritative information associated
with a program.

| talked earlier about working to ensure program manag-
ers get the funding they need from the PPBE process, but
you'd be surprised how many different stories I've seen
about funding or how much a program thinks it has. Noth-
ing drives me crazier than arguing over what are supposed
to be facts. So we are working very hard on separating data
availability—which will be provided via a service-oriented
architecture data bus—from the management tools that use
the data. | see two major benefits from this:

* We'll be assured that data elements appearing in one
business intelligence system are consistent with the
same data displayed in another tool.

* We really facilitate the implementation of new data
analysis and mining tools by having a reliable one-stop
shop for acquisition data.

A final side benefit—but not inconsequential—is that data
governance assures, for the first time, data presented to the
under secretary have a clear, defined, and governed prov-
enance.

The Defense Acquisition Management Information Retrieval
(DAMIR) System is a tool used to identify various data sources
the acquisition community uses to manage MDAP and major
automated information systems programs. Can you discuss
how acquisition workforce members should integrate the tool
into their activities? What are the benefits of using this tool?



| see effective interaction between the

PPBE system and the defense acquisition

management process as essential.

A
Our vision is that DAMIR is the system of record for the

programs and systems that it covers. It is, for example, how
DoD fulfills its statutory reporting requirements to Congress
for the selected acquisition reports on MDAPs. It also col-
lects and provides routine information needed for oversight
and visibility into program execution status. The system has
more than 3,000 users in DoD, Congress, the Congressional
Budget Office, the Government Accountability Office, and
other agencies. So, in a very real sense, DAMIR is the public
face of programs to the governmental community.

In view of that role, acquisition workforce personnel should
have two relationships with DAMIR: firstly, assuring that
DAMIR accurately portrays their respective programs; and
secondly, using DAMIR as a source for data that may be
used in shaping expectations for new programs as well as
assessing the performance of their own programs. Let me
give you an example of the latter use (and these numbers are
from a real example). Suppose you were looking at starting
a new program, and both government engineers and your
prospective contractors assured you that development
would only take 24 months. Ten or 20 minutes in DAMIR
may tell you that DoD had done half a dozen roughly similar
programs in the past 20 years, and none took less than 60
months to bring to a production milestone. Is that informa-
tion relevant to shaping your expectations and plans for the
new program? | believe it almost certainly is, even if it is not
used to establish the initial plan. At least you know what sort
of risks the program is running.

You've done a lot of work on the controversy over cost growth
in weapons systems. Can you discuss your work related to the
Government Accountability Office’s Assessments of Selected
Weapon Programs report and explain the $296 billion they
describe as cost growth?

A
Has there been cost growth? Yes; but the OUSD(AT&L)

simply does not agree with the GAO's methodology or that
the cost growth they cite says anything about the amount
of cost growth in the acquisition process today. There are
two major problems, in my view, with GAO's estimate of
acquisition cost growth. The first is their view that acquisi-
tion cost growth is a DoD-wide crisis of today. In fact, cost
growth is concentrated in a few programs out of a total of
96, the majority of which experienced their cost growth in

the 1980s and 1990s. According to OUSD(AT&L) calcula-
tions, the top eight highest cost-growth programs account
for 80 percent of the total cost growth, and six of the eight
were initiated before 2000.

The second problem is GAO's view that any increase in pro-
gram cost is bad. But they count increases in quantity or
capability as cost growth. A great example is the DDG-51
program. In that program, we were originally going to buy
23 ships; the program currently is at 62 ships, and we are
now planning to buy more. Surely this isn't cost growth, but
$48 billion of the GAO's $296 billion was attributed to the
DDG-51 program alone. In addition, some older acquisition
programs had early problems but have since been set right,
and they are important parts of today's weapons. Two ex-
amples that jump to mind are the V-22 and the C-17. Of the
GAOQ's $296 billion, $39 billion was attributed to those two
programs. Cost growth, by the GAO definition, simply mea-
sures the difference in the program'’s first estimate—which
could be more than 20 years old—against the current esti-
mate. It is neither a measure of program success nor of the
health of today’s acquisition process.

We have agreed to work with GAO to get more relevant
measures of cost growth because, although $296 billion is
too big, we can't yet claim the number should be $0. So there
is room for improvement, and we need measures that are
relevant so they can help us see if the new initiatives we
have begun—such as those outlined in the December 2008
version of DoD 5000 policies—are showing success. DoD
hopes GAO will use some of the more relevant measures in
their next report so our dialogue can be on improving the ac-
quisition process, not disagreeing with cost growth statistics.

Defense AT&L: September-October 2009



What is

being done to

help cost growth

for those programs in

which it is a real problem,

or to make sure we don't have
such growth in future programs?

A

We have found that funding and requirements

stability and greater technology maturity drive suc-

cessful programs. As a result, we are taking a three-
pronged approach in the areas of acquisition workforce
reform, tactical acquisition reform, and strategic acquisi-
tion reform. For acquisition workforce reform, we will add
20,000 people to the acquisition workforce between now
and 2015; and we will better train them and reinvigorate
and raise their certification standards. We will also develop
tenure agreements with program managers.

For tactical acquisition reform, we will start programs right,
execute programs properly, and improve program manage-
ment and oversight. That includes ensuring configuration
steering boards for all major programs, early milestone re-
views, competitive prototyping, and increased technology
readiness levels for new programs.

For strategic acquisition reform, we will align strategy, bud-
get, and governance. That includes aligning investment pri-
orities to strategic priorities; balancing existing and future in-
vestments to provide the right mix of capabilities at the right
time; and establishing a fixed, stable investment budget

Can you discuss the Office of the Secretary of Defense Stud-
ies and Federally Funded Research and Development Centers
(FFRDC) programs? What are some of the benefits of having
such a program? How can a DoD agency or organization apply
for it?
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A wonderful analysis on bad
data is useless. We need to
start looking at our data and
valuing them as the important

resource they are.

DoD FFRDCs occupy a special place in law and our industrial
infrastructure; they are true national assets and the means
by which DoD may gain cost-effective access to human capi-
tal that we would not otherwise have available on an inde-
pendent, non-profit basis. My office directly sponsors two
FFRDCs: the Rand National Defense Research Institute and
the Institute for Defense Analysis. In addition, my office sets
management policy for FFRDCs; and it is also responsible to
Congress for administering statutory resource constraints
for those FFRDCs as well as the rest of Rand (Project Air
Force and the Arroyo Center) and the MITRE Corporation,
the Aerospace Corporation, the Software Engineering In-
stitution, the Center for Naval Analyses, and Lincoln Labs.
Those institutions have customers throughout DoD and
other government agencies.

DoD agencies may avail themselves of the expertise in those
enterprises simply by funding and placing tasks with them,
but there is a hitch: Congress constrains the headcounts
in the FFRDCs, and we generally have more willing DoD
(and other) customers than heads within the congressional
constraint. The FFRDCs triage and prioritize the tasks avail-
able with an eye to preserving and exploiting their corporate
core competencies for the best use by DoD, so new tasks



often are favorably considered when they directly relate to
FFRDC core competencies or new needs, such as ways to
support current operation—for example, the best way to
search for improvised explosive devices. The system isn't
perfect because of the constraints on FFRDCs, but it seems
to work well enough, and our FFRDCs have proven to be a
key enabler in rapidly adapting DoD assets to new missions
and challenges.

You are responsible for ensuring the department improves its
accountability for property, plants, and equipment. Can you
discuss the strategic plan/systems architecture in place for
property accountability systems across DoD?

A

First, let me tell you what accountability for property, plants,
and equipment means to me. It means that DoD needs to
know how many ships and missiles and how much test
equipment it owns and how much the equipment is worth
in terms of its value on DoD's financial statement. For fi-
nancial reporting, we're treated as if we are a business, like
a car rental company—but instead of cars, we are talking
about military equipment. And like a business, knowing what
equipment we have and how much it is worth today helps
us make better decisions and helps us win the public’s trust.

Our initial efforts focused on valuing military equipment in
compliance with the Federal Accounting Standards. We had
to determine, from an accounting perspective, how much
an F/A-18, a tank, or an aircraft carrier is worth. It starts
with how much we paid for the military equipment—but we
don't know that exactly, as our records aren't that good. So
we created business processes to estimate values and an
IT system (the Capital Asset Management System-Military
Equipment) to track values for our military equipment. As
a result of this work, at the end of fiscal year 2006—for the
first time ever—we were able to report a $344 billion base-
line of military equipment on DoD's financial statements.
For example, through this process, we determined that an
average F/A-18 aircraft was valued, at the end of fiscal year
2006, at about $66 million.

Now we are improving the reporting process. We know that
an F/A-18 flown in peacetime doesn't have the same wear
and tear as an F/A-18 flown in wartime—and today, we have
lots of equipment used in overseas contingency operations.
So we felt it was important to use metrics such as flight
hours or miles driven rather than years since delivery to es-
timate when equipment might need to be replaced. We also
know that the real cost of an F/A-18 includes not just the
airframe but also engines and other costs, so we are work-
ing to find ways to add those costs to the purchase price.

The other thing we are working hard to do is to make sure
we capture all the equipment on our property books. I'm
not implying that we can't account for our equipment, but

often, we keep track of that equipment on spreadsheets and
homegrown systems. We need to have a true enterprise
capability to know what equipment we have and where it
is so we can manage it better in support of our warfighters.

You have a great deal of expertise in statistics, having written
numerous articles on how statistics can be used—or abused—in
the federal government. Is there any advice you would provide
to readers on the best way to use statistics?

A

Being a statistician, | am a fan of data and of objective quan-
titative methods of analyzing problems. Far too often, folks
don't look at or value their data. A wonderful analysis on
bad data is useless. We need to start looking at our data
and valuing them as the important resource they are. Fur-
ther, through my statistician eyes, I'm suspicious when | see
things subjectively portrayed, using display techniques like
stoplight charts or cloud/lightning bolts or flowery words,
but with no data. In my experience, the most convincing
arguments to senior decision makers are based on well-un-
derstood data and an objective, analytically honest statistical
presentation of just the facts. I've seen senior leaders visibly
pleased to be shown some factual data and analysis in deci-
sion meetings, so | encourage everyone to do more of that.

I've also seen statistics used inappropriately or in ways
that obfuscate rather than clarify. The average tempera-
ture in Washington, D.C., over a year is about 54 degrees
Fahrenheit. We all know, however, that's not really useful
for deciding what to wear. You have to use statistics that
are relevant and meaningful to the circumstances. Not ev-
eryone is trained in those techniques, so my advice to the
readers is to seek out some expertise from statisticians,
mathematicians, operations research analysts, and so on.
They really do love helping!

One of the USD(AT&L)’s strategic thrusts is to “responsibly
spend every single tax dollar.” As the person in charge of en-
suring that DoD obtains unqualified audit opinions on DoD
financial statements, as mandated by the Chief Financial Of-
ficers Act, can you discuss plans for fiscal responsibility in the
acquisition community?

A

Fiscal responsibility starts with you—whether you are at the
lowest levels of DoD or at the very top. I've learned a lot from
every boss I've had, and one thing | learned from [former
USD(AT&L)] Mr. John Young is that we are not victims of
the process—we can make a difference. If every one of us
took that attitude, we would responsibly spend every single
tax dollar.

Thank you for your time, Dr. Spruill.
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