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L pribalpoad An Evolutionary Acquisition Environment

AND LOGISTICS

Acquisition excellence has changed the way the Department of Defense (DoD)
designs, develops, manufactures, and supports systems. Our technical, business, and
management approach for acquiring and operating systems continues to evolve. For
example, we no longer rely on military specifications and standards to define and control
how our developers design, build, and support our new systems. Today we use
commercial hardware and software, promote open systems architecture, and encourage
streamlining processes, just to name a few of the initiatives that affect the way we do
business.

An important initiative is getting the latest technology into the hands of the
warfighters in the quickest, most cost effective manner possible. Technology dominance
is one of our key goals. Accelerating the flow of technology to the warfighter is also one
the top priorities of DoD as well as the Services, defense agencies, and other key defense
organizations that assist with technology transition.

This guide is the result of a collaborative effort between the Office of the Deputy
Under Secretary of Defense for Advanced Systems and Concepts and the Defense
Acquisition University. It is both a starting point for those new to the field and a valuable
resource for those engaged in the essential business of technology transition. It builds on
the work of the first edition and incorporates the most recent information on the DoD
5000 series, the Joint Capabilities Integration and Development System and the Planning,
Programming, Budgeting and Execution process

We constantly strive to be of greater assistance to the DoD AT&L workforce in their
quest to reduce technology transition time. We hope this guide will be a resource to help
you do your job more effectively. To help us serve you, we need to hear from you.
Please fill out and mail in the postage paid comment card at the end of the guide or email
us at ttgfeedback@dau.mil.

Ms Sue Payton ¢ rank J. Afderson, Jr.
Deputy Under Secretary of Defense President
Advanced Systems and Concepts (AS&C) Defense Acquisition University
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PREFACE

The Manager’s Guide to Technology Transition in an Evolutionary Acquisition Environment is
published by the request of, and in collaboration with, the Office of the Assistant Deputy Under
Secretary of Defense for Advanced Systems and Concepts (AS&C).

The second edition of the Manager’s Guide incorporates updated versions of the Department of
Defense’s 5000 Series, Joint Capabilities Integration and Development System (JCIDS), and
recent changes to the Planning, Programming, Budgeting and Execution (PPBE) process.

The Integrated Product Team (IPT) that revised and updated the Manager’s Guide wishes to
acknowledge the efforts of the original authors and the efforts of the editors at the DAU Press,
without which this update would not have been possible.

We welcome your comments and questions, and encourage your suggestions on how to make the
Manager’s Guide an even more valuable resource to those engaged in the vitally important
business of technology transition. Please e-mail us at ttgfeedback @dau.mil.
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members Mr. Mark Lumb, the DAU IPT lead, and DAU members Mr. Dave Pearson and Dr.
Bill Lukens, whose support and contributions to this revision/update were essential to the
successful completion of this guide. Finally, Ms. Collie Johnson and Ms. Debbie Gonzalez of the
DAU Press are to be especially applauded for their tireless efforts and contributions.

I would like to ask for your comments, suggestions, and questions to enhance the understanding
of the Technology Transition process and to improve this guide so that it can become an even
more valuable resource. Please e-mail us at: ttgfeedback @dau.mil.

Cynthia E. Gonsalves
Technology Transition Oversight Executive
Office of Technology Transition
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INTRODUCTION

Before the war in Afghanistan, that area was low on the list of major planning
contingencies. Yet, in a very short time, we had to operate across the length and
breadth of that remote nation, using every branch of the armed forces. We must
prepare for more such deployments by developing assets such as advanced remote
sensing, long-range precision strike capabilities, and transformed maneuver and
expeditionary forces. This broad portfolio of military capabilities must also include
the ability to defend the homeland, conduct information operations, ensure U.S.
access to distant theaters, and protect critical U.S. infrastructure and assets in outer
space.

Innovation within the armed forces will rest on experimentation with new
approaches to warfare, strengthening joint operations, exploiting U.S. intelligence

advantages, and taking full advantage of science and technology...

— The National Security Strategy of the United States, September 2002

The National Security Strategy (NSS) highlights the dramatic changes in the security needs of
our nation. The Department of Defense (DoD) is transforming to meet the challenges that it will
face in the 21st century. “Taking full advantage of science and technology” is a critical aspect of
the transformation. To take full advantage of Science and Technology (S&T), DoD must place
the best possible technology in the hands of the soldiers, sailors, airmen, Marines, and civilians
who will conduct and support future military operations.

Accelerating the flow of technology to the warfighter is one of the top priorities of the Under
Secretary of Defense (Acquisition, Technology, and Logistics) [USD(AT&L)],' as well as the
Services, defense agencies, and other key defense organizations that help transition technology.
DoD is joined in transitioning technology by U.S. industry — large and small businesses,
defense contractors, and companies that have not traditionally dealt with DoD.

This document, the Manager’s Guide to Technology Transition in an Evolutionary Acquisition
Environment (Manager’s Guide) is intended to be a source of information to promote
collaboration among team members. It provides an overview of the processes, communities,
programs, and challenges associated with technology transition. The Manager’s Guide shows
readers possible ways to plan ahead for their programs and areas of pursuit and, where possible,
lists sources that can provide information about strategies or approaches.?

' Memorandum from the Under Secretary of Defense (Acquisition, Technology, and Logistics) (USD(AT&L)) to the
Secretary of Defense, Subject: Top S Priorities for AT&L, August 5, 2002.

* This document is for information only. It is not authoritative or directive in nature. Users should refer to the
appropriate authoritative sources when using these processes for specific programs.
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THE CHALLENGES

Keeping pace with technology and maintaining a technological advantage over our adversaries

will be challenging in the 21st century because of the following three factors:

To respond to these 21st century challenges, DoD must not only field new technology rapidly,
but also must maintain the technological edge in systems that will remain in service for decades.

Technology is changing rapidly in many key areas. The advance of technology has
accelerated. Yesterday’s technology may not be good enough on tomorrow’s
battlefield. Critical enabling technologies may become obsolescent quickly, or
countermeasures may be developed.

Critical commercial technology will be widely available. The lead for developing
many critical technologies has shifted from the defense industry to commercial
industry.

Our adversaries may have access to our defense technology. Adversarial activity has
extended from the battlefield into the international marketplace. Evidence shows that
foreign entities are exploiting U.S. defense contractors and military research,
development, testing, and evaluation facilities to obtain leading-edge research and
technology. In addition, U.S. industry no longer is the leader in many areas of
technology. Therefore, our adversaries may have access to many key defense-related
technologies.

DoD must be able to:

leverage the best technology available from both government and commercial
sources;

rapidly transition the technology into new materiel systems;

refresh the technology, as needed, to maintain the advantages that our warfighters
need throughout the life of a system; and

protect sensitive leading-edge research and technology against unauthorized or
inadvertent loss or disclosure.

THE DECISION SUPPORT SYSTEMS (DSSs)

Technology transition requires DoD’s active involvement. Transitioning technology is a “contact
sport” that requires teamwork and communication between government, industry, and eight
interrelated functional communities. All must operate within the three DSSs of DoD. The DSSs

are as follows:

The Joint Capabilities Integration and Development System (JCIDS) (formerly
the Requirements Generation System (RGS)). The system that produces
information for decision makers who must determine the projected mission needs of
the warfighter.
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The Defense Acquisition System (DAS). The system that secures and sustains the
nation’s investments in technologies, programs, and product support necessary to
achieve the NSS and support the United States Armed Forces.

The Financial Management System (FMS). The system that provides the resources
for programs and initiatives for developing, procuring, and operating military
weapons and systems. The Planning, Programming, Budgeting and Execution (PPBE)
process 1s a major component of the FMS.

THE PLAYERS — GOVERNMENT AND INDUSTRY

Meeting the warfighting needs of the nation is a team effort, in which industry assists the
government throughout the system life cycle. As the pace of technology has increased, industry
has become an even more important partner in the process. The Manager’s Guide discusses the

roles of both government and industry and how they contribute to transitioning technology.

The Government Team

The government technology transition team comprises many functional components. The

interrelated communities on the team discussed in this Guide are as follows:

Capability Needs Community (also known as the Requirements Community) —
The warfighters, end-item wusers, or their representatives who develop new
warfighting concepts and outline the capabilities needed to support them.

Science and Technology (S&T) Community — The scientists and managers of
S&T programs who develop knowledge about the key technologies that will be
needed for future equipment.

Research and Development (R&D) Community — The scientists, engineers, and
other professionals who have the expertise necessary to field the technologies in
military systems.

Acquisition Community — The program managers, product managers, staffs, and
organizations that manage the development, procurement, production, and fielding of
systems.

Sustainment Community — The operators, program and product managers, item
managers, and logisticians who operate, maintain, and improve the equipment
through the decades of service that are expected of major systems.

Test and Evaluation (T&E) Community — The government organizations and
personnel who ensure that the systems work as intended, and are safe to operate in the
challenging military operational environment.

Financial Community — The government organizations and personnel who manage
the resources needed by the other communities, and secure funding for the programs
and systems needed to transition technology.

Security Community — The intelligence, counterintelligence, security, and foreign
disclosure organizations, staffs, and personnel who advise the communities about
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technologies wanted by adversaries, capabilities for obtaining such technologies,
countermeasures for protecting the technologies, and authorizations for transferring
the technology to other countries.

The Industry Team

Like the government, “industry” is not a monolithic organization. It is a diverse group of players
categorized by functional areas just like the government, with very different capabilities and
points of view to contribute to technology transition. We will discuss the industry players
throughout the Manager’s Guide, but separate them into four overlapping categories when
necessary to increase the clarity and focus of the discussion. The industry categories are: large
businesses, small businesses, defense contractors who have a traditional relationship with DoD,
and non-traditional defense contractors. All of the players are valuable sources of new
technology and innovative approaches to meeting the challenges of the 21st century.

HOW THE GUIDE IS ORGANIZED

The application of technology influences the entire life cycle of an acquisition program — from
identifying and using commercial and government S&T, to enabling technology trade-offs with
the requirements community, to continually integrating the technology into development
programs, and finally to continually upgrading the technology for legacy systems. As an
evolving document, the Manager’s Guide objectives are to help the eight government
communities plan for integrating evolutionary technology and continually enhance technology
by identifying the appropriate tools, business arrangements, programs, and incentives. To these
ends the Manager’s Guide 1s organized as follows:

e |[Chapter 1 — The Environment for Technology Transition|— discusses a working
definition for technology transition, and outlines the decision support processes that
govern DoD’s technology transition. The chapter identifies the communities that must
interact in transitioning technology and their interests in this complex process.

e [Chapter 2 — Technology Transition Planning and Tools|— presents a host of tools,
business arrangements, solicitation methods, and incentives for transitioning
technology and implementing evolutionary acquisition. The chapter emphasizes the
importance of planning for continual insertion of technology in fielded systems.

° |Chapter 3 — Programs That Facilitate Technology Transition| — describes a
multitude of programs that are available to assist with technology transitions.

° | Chapter 4 — Challenges and Considerations|— builds on the previous chapters with a
discussion of challenges and important considerations to help the communities at
different stages in the process to transition technology and implement evolutionary
acquisition.

In addition, the Manager’s Guide presents reference materials in the following appendices:

o | Appendix A — Key Resources|— describes publications that address topics related to
this Manager’s Guide.

e | Appendix B — Additional Web sites|— offers links to online resources for more in-
depth information about the topics covered in this Manager’s Guide.
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Appendix C — Success Stories|— presents information about successes in dual-use

S&T, technology insertion, and technology transition; gleaned from interviews with
participants in the S&T and acquisition communities.

|Appendix D — Technology Transition Planning and Pathways |— contains

information about the planning for transitioning technology. The Technology

Assessment and Transition

Management (TATM) process, an Army-developed

methodology, is discussed as a generic model with other possible DoD applications.

Appendix E — Research

and Technology Protection Planning |— contains

information about protecting detense technology.

Appendix F — DoD Science and Technology Career Field {— contains information

abouf acquisifion career Tield courses offered at the Defense Acquisition University

(DAU).

Appendix G — Glossary |—

contains abbreviations, acronyms, and definitions used

throughout the Manager’s Guide.

Appendix H — Bibliography

— lists publications used for developing this Manager’s

Guide.
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THE ENVIRONMENT FOR
TECHNOLOGY TRANSITION

This chapter defines key terms associated with technology transition. It then provides a guide to
the management systems that enable the transition process. Finally, the chapter describes the key
government players involved in technology transition and highlights the increasing role played
by industry.

DEFINING TECHNOLOGY TRANSITION

Technology transition is the use of technology in military systems to create effective weapons
and support systems — in the quantity and quality needed by the warfighter to carry out assigned
missions at the “best value” as measured by the warfighter. Best value refers to increased
performance as well as reduced cost for developing, producing, acquiring, and operating systems
throughout their life cycles.'

Timeliness is also important. Our warfighters must maintain a technological advantage over their
adversaries. This requires compressed development and acquisition cycles for rapidly advancing
technologies.

Technology transitions can occur during the development of systems, or even after a system has
been in the field for a number of years. The ability to transition technology smoothly and
efficiently is a critical enabler for evolutionary acquisition.

Technology transitions can occur between government organizations, such as when a
government laboratory transitions a technology to a government Research and Development
(R&D) organization for use in a specific system. Also, industry can transition technology to
government, and vice versa.

THE GOALS OF TECHNOLOGY TRANSITION

The objective of technology transition is to meet the warfighter’s requirements at the lowest
possible Total Ownership Cost (TOC). To this end, the goals of technology transition are to use
available resources to:

e leverage the best technology available from both government and commercial sources;
e rapidly transition the technology into new weapons and other military systems;

e refresh the technology, as needed, to maintain the advantages that our warfighters need
throughout the life of a system; and

" Definitions in this paragraph are adapted from Deputy Under Secretary of Defense (Science and Technology)
(DUSD(S&T)), Technology Transition for Affordability: A Guide for S&T Program Managers. April 2001.
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e protect sensitive leading-edge research and technology against unauthorized or
inadvertent loss or disclosure.

THE DECISION SUPPORT SYSTEMS (DSSS)

The Defense Acquisition System, the Joint Capabilities Integration and Development System
(JCIDS), and the Planning, Programming, Budgeting and Execution (PPBE) process part of the
Financial Management System (FMS) are DoD’s three principal DSSs. These three major DSSs
in the Department of Defense (DoD) guide (Figure 1-1) and enable the technology transition
process and ensure that warfighters have the high-quality systems needed for modern warfare.

Effective Interaction
Essential for Success

Planning,
Programming,
Budgeting &
Execution
Process

Joint Capabilities

Defense

Integration & Acquisition
Development Sq stem
System y

Figure 1-1. Three Major Decision Support Systems

DoD develops its vision of future warfare and identifies capability shortfalls and specific needs
in JCIDS; DoD justifies, obtains, and allocates its resources in the PPBE process; and DoD
develops and procures new systems using the Defense Acquisition System. These three DSSs
provide the funding and management structure needed for new programs.

DoD has made major changes to all three systems to better support its future needs. DoD has
revised these processes to create the maximum flexibility and agility possible to support defense
transformation, while meeting its legal requirements and maintaining the necessary management
controls. Much work though, remains to be done, both within the Office of the Secretary of
Defense (OSD) and the Services, to develop the necessary Department-level guidance and to
promulgate the new policies. Accordingly, this document reflects the latest directives and
instructions.

JOINT CAPABILITIES INTEGRATION AND DEVELOPMENT SYSTEM (JCIDS)

The JCIDS, which the Chairman of the Joint Chiefs of Staff (CJCS) promulgates, provides
guidance to staffs responsible for generating capability needs documents that support Major
Defense Acquisition Programs (MDAPs) and other programs of special interest to the joint
community. Similar programs in each Service support the JCIDS process.
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Changes to the Former Requirements Generation System (RGS)

In May of 2003, the Joint Staff, as the proponent of the former RGS, announced sweeping
changes to their processes to better support developing an integrated and effective joint force
with the implementation of the JCIDS. Developed in close coordination with the acquisition
community’s improvements to the Defense Acquisition System, the newly implemented JCIDS:

e increases effective integration with the Defense Acquisition System;
e uses integrated architectures for planning and decision making;
e creates Initial Capabilities Documents (ICDs) for guiding systems development; and

e supports evolutionary acquisition.

JCIDS

JCIDS is a joint, top-down, capabilities-based approach to identifying current and future
shortfalls in the ability to execute joint warfighting missions and functions. This is in marked
contrast to the Service-unique, bottoms-up construct of the former RGS. It involves a
comprehensive analysis of Doctrine, Organization, Training, Materiel, Leadership, Personnel,
and Facilities (DOTMLPF) in an integrated and collaborative approach to define capability
shortfalls and propose solutions. The Chairman of the Joint Chiefs of Staff Instruction (CJCSI)
3170.01D, Joint Capabilities Integration and Development System, provides the policy and top-
level description of JCIDS. The Chairman of the Joint Chiefs of Staff Manual (CJICSM)
3170.01A, Operation of the Joint Capabilities Integration and Development System, provides the
details on the process of identifying, describing, and documenting capability shortfalls and their
respective solutions.’

How JCIDS Works

The capabilities identification and assessment methodology is the foundation of the JCIDS
process. It is a top-down approach beginning with the President’s National Security Strategy
(NSS), which is issued annually and provides the Chairman of the Joint Chiefs strategic policy
and guidance. The National Military Strategy (NMS), which is issued as required by the CJCS
and now includes the document formerly known as the Joint Vision, lays out the Chairman’s
recommendations on how to employ the military element of power to accomplish the NSS. The
NMS describes the operational concepts and capabilities required of future joint forces. It
provides the conceptual template for the military departments, Combatant Commands
(COCOMs), defense agencies, and the Joint Staff as they plan to evolve the force to meet future
operational and warfighting requirements.

Based on this strategic guidance, the Joint Staff prepares JCIDS supporting documents that refine
the guidance into more detailed concepts and architectures that sponsors can use as a basis for
their own JCIDS analysis.

Joint Operations Concepts (JOpsC) describe how the Joint Force will operate in the next 15 to 20
years. Joint Operating Concepts describe how the future Joint Forces Commander will plan for
the employment and sustainment of Joint Forces. The Joint Functional Concept describes how a

> CJCSI 3170.01D and CJICSM 3170.01A are available at http://akss.dau.mil/darc/darc/html.
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set of related warfighting tasks will be integrated to attain the capabilities required across the full

spectrum of military operations.

National Security Strategy (2002)
National Military Strategy (2004)
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Sponsor. The DoD Component responsible for all common documentation, periodic reporting,
and funding actions required to support the requirements and acquisition process.

Figure 1-2. Joint Capabilities Integration and Development System

The Sponsor

In JCIDS, the sponsor is the DoD Component responsible for all common documentation,
reporting, and funding actions required to support the capabilities development process. Typical
sponsors of JCIDS analysis are the Army’s Training and Doctrine Command (TRADOC), the
Navy’s Center for Naval Analysis (CNA) or the Office of the Chief of Naval Operations (CNO),
the Marine Corps Combat Development Command (MCCDC), and the Air Force’s various
operational commands.

JCIDS Analysis, A 4-Step Process

The Operations, Operating, and Functional Concepts shown in Figure 1-2 provide JCIDS
sponsors the common foundation upon which to build their JCIDS analysis to identify and
document the capabilities needed to execute the joint warfighting mission.

Step 1 is the Functional Area Analysis (FAA), which identifies the operational
tasks, conditions, and standards needed to accomplish joint warfighting missions.




Step 2 is the Functional Needs Analysis (FNA), which is an assessment of the
ability of current and programmed joint capabilities to accomplish operational
tasks. The product of the FNA is a list of capability shortfalls.

Step 3 is the Functional Solutions Analysis (FSA), which is an operationally
based assessment of DOTMLPF that determines approaches for filling the gaps
identified in the FNA.

Step 4 is the Post-Independent Analysis (PIA), where the sponsor considers which
integrated DOTMLPF approaches best fill the capability shortfalls. The product
of the PIA is a recommendation to either effect a change in DOTMLPF or to
generate an ICD to support a material solution through the DoD 5000 process.

JCIDS Documentation
Four JCIDS documents are used to support the acquisition process outlined in the DoD 5000
Series. (Refer to for a diagram of their relationship to the acquisition process.)

The Initial Capabilities Document (ICD) provides the definition of the capability need and
explains where it fits into the overall joint concept. The ICD supports both the Concept Decision

at the beginning of the acquisition process and the Milestone A decision between the Concept
Refinement (CR) and Technology Development (TD) phases. (Refer to|Figure 2-1|in[ Chapter 2

for a diagram of the acquisition process.)

The Capabilities Development Document (CDD) is generated during the TD phase. The CDD
supports the Milestone B decision by providing detail on the proposed material solution. It also
provides the thresholds and objectives for the system attributes against which the final system
will be tested. The approved CDD guides the System Development and Demonstration (SDD)
phase of the acquisition process.

The Capabilities Production Document (CPD) is developed during the SDD phase and supports
the decision to enter the Low Rate Initial Production (LRIP) phase of the acquisition process at
Milestone C. The CPD will contain refined performance metrics from the CDD based on lessons
learned from the SDD phase.

The Capstone Requirements Document (CRD) facilitates the development of CDD’s and CPD’s
by providing a common framework and operational concept for a Family-of-Systems (FOS) or
System-of-Systems (SOS). CRDs are generated only as directed by the Joint Requirements
Oversight Council (JROC) and will be phased out once the operational concepts upon which the
JCIDS is based are fully mature.’

THE DEFENSE ACQUISITION SYSTEM

The general policies for the Defense Acquisition System are outlined in the DoD 5000 Series
documents, which were significantly revised and reissued in May 2003. These documents
describe a flexible and innovative, yet disciplined, approach for meeting technology challenges.

* Information on JCIDS was extracted from DAU’s Introduction to Defense Acquisition Management Guide.
November 2003, available at http://www.dau.mil/pubs/gdbks/idam.asp.
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The Defense Acquisition System has changed significantly in recent years. The concept of
evolutionary acquisition was introduced in the 2000 version of DoD Directive (DoDD) 5000.1
and DoD Instruction (DoDI) 5000.2, and continues to be the central concept in the 2003 version
of the Defense Acquisition System.

Strategic Policy
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4 CDD - Capability Development Document
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Figure 1-3. JCIDS Documentation

Evolutionary acquisition is an acquisition strategy that defines, develops, produces or acquires,
and fields an initial hardware or software increment of operational capability." Evolutionary
acquisition is based on technologies demonstrated in relevant environments, time-phased
capability needs, and demonstrated capabilities for deploying manufacturing or software.
Evolutionary acquisition provides capabilities to the warfighter in increments. The capability is
improved over time as technology matures and the warfighters gain experience with the systems.
The first increment of capability can be provided in less time than the “final” capability. Each
increment will meet a useful capability specified by the user (i.e., at least the thresholds set by
the user for that increment); however, the first increment may represent only 60 to 80 percent (or
less) of the desired final capability. Each increment must be tested and evaluated to ensure that

* USD(AT&L), “Evolutionary Acquisition and Spiral Development,” Memorandum, Washington, DC: April 12,
2002.
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the warfighter receives the needed capability. Each increment might also be a MDAP in its own
right.

Two basic approaches are used for evolutionary acquisition. In one approach, known as
Incremental Development, the final functionality can be defined at the beginning of the program,
with the content of each increment determined by the maturation of key technologies. In the
second approach, known as Spiral Development (SD), the final functionality cannot be defined at
the beginning of the program. Each increment of capability is defined by the maturation of the
technologies and supported with the evolving capability needs of the user and continuous user
feedback.

Changes to the Defense Acquisition System

The May 2003 version of DoDD 5000.1 and DoDI 5000.2 promotes flexibility, common sense,
and business-based decision making. These documents emphasize decentralized responsibility,
tailoring, innovation, continuous improvement, technology development, transition planning,
reduced cycle time, and collaboration during the acquisition process. The following are key
changes in the May 2003 version of the 5000 Series:

e C(Close integration with the JCIDS and increased “front end” planning and analysis;
e Requirement for a new document called the Technology Development Strategy (TDS);

e Continued emphasis on evolutionary acquisition, the preferred approach for rapid
acquisition of mature technology and meeting operational needs;

e Simplified and flexible management that decentralizes the responsibility for deciding
about acquisitions where possible, and increases the emphasis on innovation and tailoring
of programs.

The emphasis on evolutionary acquisition has been reinforced. Changes have been made to the
“front end” of the process (now divided into two phases, CR and TD) to improve the alignment
with the capability needs generation and resourcing processes and provide TDSs. This emphasis
on increased planning early on and the additional flexibility in the system should resolve issues
earlier and provide a more stable path for programs as they proceed through the process.

Left unchanged in the 5000 Series is the guidance referred to as the “Hierarchy of Material
Alternatives.” DoDD 5000.1 states the following:

The DoD components shall consider multiple concepts and analyze possible alternative ways to
satisfy the user’s need.... The DoD components shall work with users to define capability needs
that facilitate the following, listed in descending order of preference:

1. The procurement or modification of commercially available products, services, and
technologies, from domestic or international sources, or the development of dual use
technologies;

2. The additional production or modification of previously developed U.S. and/or allied

military systems or equipment;
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3. A cooperative development program with one or more allied nations;
4. A new, joint, DoD Component or Government Agency development program; or
5. A new DoD Component-unique development program.

How the System Works

In|Chapter 2 (we discuss the Defense Acquisition Management Framework, also known as The
Lifecycle Model, as currently outlined in the May 2003 DoD 5000 Series documents, in detail. It
is the Management Framework that allows the DoD to put new and improved capabilities in the
hands of the warfighters as quickly and cost effectively as possible. The JCIDS provides the
capability needs that undergird the Management Framework. Once a capability need has been
identified, documented, and approved, the FMS, through the PPBE, provides the resources for a
warfighter’s capability need to be matured from a concept on the drawing board to an actual
weapon system on the battlefield.

THE FINANCIAL MANAGEMENT SYSTEM (FMS)

The third DSS is the FMS, which is designed to give DoD’s warfighters the resources they need.
The laws and guidance from the U.S. Congress, circulars issued by the Office of Management
and Budget (OMB), and the financial management regulations promulgated by DoD establish the
framework for the FMS.

Changes to the FMS

At this writing, DoD has made significant changes to its part of the financial system, the PPBE,
and is contemplating further changes. The discussion below is current at the time of publication,
but there may be more changes in the near future.

How the System Works

DoD relies on its PPBE Process to formulate defense budgets. The budgets are formulated
beginning with a planning phase that establishes guidelines for budgets. The Secretary of
Defense (SECDEF) promulgates the guidelines and also imposes fiscal limits. Next, the
programming phase translates the planning guidance into specific programs, resulting in the
Program Objective Memorandum (POM). POM programs must fit within prescribed fiscal
limits. Final decisions are made and detailed pricing issues are addressed in the budget portion of
this process. Until recently, OSD reviewed the POM and budget of each Service and defense
agency separately, but in 2002, OSD began reviewing the POMs and budgets together in a
combined programming and budgeting phase. The OSD review leads to the Defense budget that
the President includes in his annual budget submission to Congress in February of each year.

The congressional review consists of three steps: formulation of a budget plan for the entire
Federal Government, authorization of defense programs, and appropriation legislation that makes
funds available. Each step can include hearings, deliberations by congressional committees,
legislation that is debated by committees and on the floor of the House and Senate, and votes by
the House and Senate. The authorization and appropriations phases result in legislation that must
be signed by the President. Once legislation has been enacted, funds are available for spending.
The funds must be spent or “executed” in accordance with an extensive set of laws and
regulations.
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The financial management process is lengthy and, for that reason, budgets for many different
years are being considered at the same time (see Figure 1-4). For one particular budget, the set of
steps — from budget formulation through execution — can take many years. Just guiding a
major routine proposal through planning, programming, and budgeting that results in its
enactment by Congress can require 18 to 24 months. Execution can take several more years.
Changes can be made during execution through what are termed “reprogramming” actions, but
such changes are supposed to be limited to emergencies and are the exception rather than the
rule.

The financial process also has many constraints. The DoD financial management regulations,
which document the constraints, consist of thousands of pages and impose many limits on the
types and uses of funds. For example, S&T projects must be financed with certain types of R&D
funds while more mature development must use other types of research funds. A weapon or
system must be purchased using yet another type of funding. DoD managers have only very
limited ability to shift among different funds, or “colors of money” as they are sometimes called.
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