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GANSLER SWORN IN As UNDER SECRETARY OF DEFENSE

FOR ACQUISITION AND TECHNOLOGY

Immediate Release November 18, 1997

acques S. Gansler was sworn in Nov. 10 as the seventh Under Secretary of Defense for Acquisition
and Technology. The Under Secretary serves as the principal assistant to the Secretary of Defense for
acquisition; research and development; logistics; communications; information systems; advanced
technology; international programs; environmental security; nuclear, chemical, and biological pro-
grams; and the defense technology and industrial base.

Prior to his appointment by President Bill Clinton, Gansler was Executive Vice President and Director for
TASC Inc., an applied information technology company in Arlington, Va. He previously held positions as
Deputy Assistant Secretary of Defense (Materiel Acquisition); Assistant Director of Defense Research and
Engineering (Electronics); Vice President, LT.T, Program Management, Singer Corporation; and Engi-
neering Management, Raytheon Corporation.

Gansler has served on numerous special committees and advisory boards, [including] tenures as Vice Chair-
man, Defense Science Board; Chairman, Board of Visitors, Defense Acquisition University; Director, Pro-
curement Round Table; Chairman, Industry Advisory Board
of Visitors, University of Virginia; Chairman, Board of Vis-
itors, University of Maryland, School of Public Affairs; mem-
ber of the Federal Aviation Administration Blue Ribbon
Panel on Acquisition Reform; and senior consultant to the
“Packard Commission” on Defense Acquisition Reform.

Gansler is the author of Defense Conversion: Transforming
the Arsenal of Democracy; Affording Defense; and The Defense
Industry. He is also a contributing author on 12 books on
national security, research and development management,
and public administration, as well as numerous journal pa-
pers, newspaper articles, and Congressional testimony.

From 1984 to 1997, Gansler was also a Visiting Scholar at
the Kennedy School of Government, Harvard University.
He is an Honorary Professor, Industrial College of the
Armed Forces; and formerly was Visiting Professor at the
University of Virginia.

Gansler holds a Bachelor’s degree in Electrical Engineering from Yale University; a Master of Science degree
in Electrical Engineering from Northeastern University; a Master of Arts degree in Political Economy from
the New School for Social Research; and a Doctorate degree in Economics from American University.

Editor’s Note: This information is in the public domain on the World Wide Web and may be accessed at
|http:/ /www.defenselink.mil/newsfon the DefenseL.INK News Home Page.
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r. Chairman and mem-

bers of the Committee, |

am both honored and

awed to appear before

you today as a candidate
for the position of Under Secretary
of Defense (Acquisition and Tech-
nology). Specifically, I am honored
to be considered for a job that I be-
lieve is the culmination of my 40-
plus year career in the defense ac-
quisition and technology field —in
industry, government, and acade-
mia. For this honor, I would like to
sincerely thank President Clinton
and Secretary Cohen for their nom-
ination, and this Committee for
your consideration. Yet, I am awed
by the incredible challenges the De-
partment of Defense faces over the
next few years in the acquisition
and technology arena. The two
major challenges, as I see them, are:
modernizing America’s forces with
the “right” weapons for the nation’s
early 21st Century security needs;
and paying for this required mod-
ernization within a constrained

budget.

Modernizing for

21st Century Warfare

Let me very briefly touch on these two
issues and some of the key actions
required to address them: First, meet-

ing the challenge of specifying, de-

veloping, equipping, training, and
supporting America’s forces with

the weapons and other essen- .
tial military systems, required
to meet the projected threats of
the early 21st Century. As the
Quadrennial Defense Review in-
dicated, these projected threats

e

il

iy

EBETEN

Statement of Dr. Jacques S. Gansler
Under Secretary of Defense (A&T)-designate
before the Committee on Armed Services, United States Senate

range from actions by terrorists, transna-
tional actors, and rogue nations, through
major theater warfare, and on up to nu-
clear war. Importantly, we must recog-
nize that these projected future threats
may not attempt to match the over-
whelming U.S. superiority on a plane-
for-plane, ship-for-ship, or tank-for-tank
basis, as was the case with the Cold War
model; rather, enemies may use asym-
metrical approaches, including weapons
of mass destruction (chemical, biologi-
cal, and nuclear) against our troops, our
infrastructure, and our homeland.

Additionally, they do not need to have
the capability of developing their own
weapons. They can buy them on the
global arms market and, increasingly; the
commercial market — while also pur-
chasing the required training in the use
of these weapons (including achieving
the extremely damaging effects of global
information warfare against our forces
and our infrastructure). To counter these
sophisticated, asymmetrical threats, the
United States must not only actively pur-
sue counterproliferation efforts, but also
take maximum advantage of our lead-
ership position in advanced technology
—especially in the information field.

There are five areas that I believe require
particular attention:

1. Near-term achievement of an
integrated, secure, and
“smart” command, control,

P = communications, and intelli-

gence (C°1) infrastructure —
-~~~ the backbone of the Revolu-
" tion in Military Affairs.

2. Development and deployment
of long-range, all-weather, low-

L . cost, precise, and “smart”
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weapons — to achieve maximum
fire power with minimum loss of

life.

3. Achievement of rapid force pro-
jection and global reach of mili-
tary capability.

4. Development and deployment of
credible deterrents and, if neces-
sary, military capability, against
projected early 21st Century
threats —such as biological, chem-
ical, nuclear, and information war-
fare, as well as large numbers of
low-cost cruise missiles.

5. Achieving interoperability with our
allies —an essential requirement
for coalition warfare.

Paying for Modernization

The second major issue is how to pay,
within a constrained budget, for this re-
quired weapons modernization. Essen-
tially, what is required is the realignment
of overall DoD resources to reflect 21st
Century military needs. Specifically, we
must implement a “Revolution in Busi-
ness Affairs” within DoD — thereby
achieving the needed performance gains
at far lower costs. To do this, the gov-
ernment must take full advantage of the
technologies and management lessons
that U.S. commercial industry has
evolved over the last decade, as it re-
turned to its leadership position in
worldwide commerce.

Today, the United States clearly has the
strongest military in the world. Yet, we
have put off force modernization over the
last decade — allowing the procurement
account to fall by over 70 percent. The
challenge is not only to replace the aging
equipment, but also to develop and de-
ploy the new systems required for the early
21st Century. Thus, we must continue a
strong R&D effort while also buying far
more of the advanced communication and
intelligence systems, offensive and defen-
sive “smart” weapons, biological and in-
formation defense, etc., required for pro-
jected future conflicts. Based on current
budget projections, however, all of this
must be done without a significant in-
crease in the overall DoD budget.

4 PM : JANUARY-FEBRUARY 1998

“Today, the United States
clearly has the strongest
military in the world. Yet,
we have put off force
modernization over the last
decade — allowing the
procurement account to fall
by over 70 percent.”

Here again, five areas require specific at-
tention:

1. We must aggressively pursue and
fully implement the acquisition re-
form initiatives which the Congress
and the Department worked so
hard to develop over the last sev-
eral years.

2. We must restructure the defense
industrial base in order to achieve
civil/military integration: to
broaden the industrial base (for
greater efficiency and competi-
tiveness) and to take full advan-
tage of the commercial informa-
tion technology revolution.

3. Since far too much (currently
around 65 percent) of the total
DoD budget goes to the “support”
area, there must be a significant
shift of DoD resources from sup-
port to modernization and com-
bat —a conversion of “tail” to
“teeth.”

4. We must drastically transform the
current DoD logistics elements of
the acquisition system, in order to
achieve much faster response at
much lower cost. “Focused logis-
tics” is one of the four major ob-
jectives of the Chairman of the
Joint Chiefs’ “Vision 2010” —and
advanced information systems are
the key to this transformation.

5. To achieve efficient and effective
modernization of the DoD acqui-
sition system, we must focus
on enhancement of the acquisi-
tion workforce. As we become in-

creasingly more dependent upon
the good judgment and discretion
of our acquisition personnel, su-
perior education and training be-
come even more critical.

Conclusion

Let me end these remarks on a personal
note. Eleven years ago, I had the privi-
lege of appearing before this Committee
with Dave Packard and Bill Perry (two
individuals I greatly admire). At that time,
the three of us presented the findings
and recommendations of the so-called
“Packard Commission.” In response to
that effort, this Committee began a
process of very significant change in the
DoD. The positions of Vice Chairman of
the JCS and Under Secretary of Defense
for Acquisition (as it was first titled) were
created, and the Committee took other
actions that greatly strengthened both
our Joint warfighting capability and our
acquisition efficiency and effectiveness.
Since then, this Committee has played
a major role in passing the Federal Ac-
quisition Streamlining Act and the more
recent Clinger-Cohen Act. Each of these
actions has been a critically important
step in transforming the DoD to meet
its 21st Century national security role.
However, in spite of these gains, today’s
rapidly changing world situations, de-
fense budget constraints, and explod-
ing global technological advances lead
to conditions that offer enormous chal-
lenges to the DoD’s acquisition process.
If confirmed, T look forward to working
closely with each of you in addressing
these challenges. Indeed, I will be truly
honored if you give me the opportunity
to serve my country in this way.

Mr. Chairman, I appreciate having the
opportunity to testify today, and T look
forward to answering any questions you
or other members of the Committee may
have.

Editor’s Note: This information is in the
public domain on the World Wide Web

and may be accessed at http://www.
acq.osd.mil/ousda/testimonies/gansler
confirmation.htm on the ACOWeb

Home Page. ACQWeb is the online home
of the Office of the Under Secretary of
Defense for Acquisition and Technology.
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ADVANCED CONCEPT TECHNOLOGY
DEMONSTRATIONS ANNOUNCED

Immediate Release

November 21, 1997

he Department of Defense (DoD) today announced the first

increment of nine new fiscal year (FY) 1998 Advanced Con-

cept Technology Demonstration (ACTD) programs designed

to evaluate mature technology to meet warfighter needs. The

President’s FY98 budget includes $81.1 million for ongoing
and new FY98 ACTD programs. This amount leverages over $2 bil-
lion in underlying DoD, military services, and Defense Agency sci-
ence and technology investments.

More than 75 proposals were submitted by the military services, theater
commanders, and Joint Staff. Review of the proposed ACTDs was con-
ducted by the military services and unified commanders, with final re-
views and recommendations from the Joint Requirements Oversight Coun-
cil JROC) and Office of the Secretary of Defense staff. The JROC also
recommended prospective user sponsors and lead services/agencies for
the programs. A total of 17 finalists were rank-ordered by the JROC.

The list of approved ACTDs supports operational con-
cepts as defined in Joint Vision 2010: Dominant
Maneuver; Precision Engagement; Full Dimen-
sional Protection; and Focused Logistics. Ac-
cording to Joseph Eash III, Deputy Under Sec-
retary of Defense for Advanced Technology,

“We made a conscious effort this year to di-
rectly support the four key operational con-
cepts outlined in Joint Vision 2010. In this way,

we will continue to ensure ACTDs support the
needs of the warfighter to the greatest degree
possible.”

Marrying new operational concepts with new tech-

nologies, ACTDs are aimed at rapidly fielding new systems,

generally within two to four years. The ACTD is DoD’s approach to
capturing and harnessing technology and innovation rapidly for
military use at reduced costs. ACTDs are designed to directly foster
an alliance between the technologists and the warfighters, eliminat-
ing barriers and improving the management of these critical efforts.
Some 42 ACTDs are now under way, addressing key Joint Warfight-
ing challenges.

ACTDs focus on three principal objectives: to gain an operator’s un-
derstanding and evaluation of the military utility of new technology
applications before committing to acquisition; to develop corre-
sponding battlefield concepts of operation and doctrine that make
the best use of the new capability; and to provide residual operational
capability to the forces.

The evaluation of military utility is the heart of the ACTD process.
After the proposed solution to the military need has been designed,
fieldable prototypes are fabricated in sufficient quantity to permit op-
erational utility to be determined. This is typically accomplished by
evaluating a minimum operational capability in force-level field ex-

ercises against realistic opposing forces. The evaluation of utility in-
cludes effectiveness of individual units, suitability for use by the
troops, and overall impact on the outcome of the conflict. As a result
of these exercises, the user is able to refine both his concept of op-
erations and his operational requirements for the system, and to as-
sess the overall value of the proposed concept to warfighting capa-
bility. This process significantly improves the quality of subsequent
acquisition decisions. It also allows the residual systems that were
evaluated in the ACTD to remain in the field after the evaluation is
completed, providing an early interim capability.

One recent success story demonstrating immediate operational im-
pact is the Predator unmanned aerial vehicle (UAV) deployed with
U.S. forces in Bosnia. The Predator is a fully autonomous, relatively
low cost UAV that takes advantage of available technology to provide
continuous, near all-weather day/night coverage with optical, in-
frared, and radar sensors. The Predator ACTD began in
November 1993 with an ambitious 30-month sched-

ule. In March 1996, the Predator was flying opera-

tional missions protecting allied forces. At the

conclusion of the ACTD in September 1996, the

system was transferred to the U.S. Air Force’s

fa- - newly formed 11th Reconnaissance Squadron,

"TT =~ where it remains today, providing improved

(“hias  information to the NATO Stabilization Force.
d .:!’I’ -4 InAugust 1997, the Predator entered produc-
"/f  tion less than four years after ACTD initiation.

iy

The first increment of approved FY98 ACTDs are:
Joint Biological Remote Early Warning System —
demonstrates a networked biological threat early warn-
ing system; Information Assurance, Automated Intrusion De-
tection Environment —provides a capability to detect coordinated com-
puter network attacks; Joint Continuous Strike Environment —optimizes
use of joint and combined weapons suites on time-critical targets; Joint
Modular Lighterage System — moves warfighting materiel from ship
to shore in heavy sea states; Link 16 — creates interface between major
air and ground tactical data link systems; Precision Target Identifica-
tion —demonstrates laser radar and advanced forward looking infrared
system to obtain precise target location and identification; Unattended
Ground Sensors — enables continuous surveillance of critical targets
and local weather reporting in denied areas; Theater Precision Strike
Operations — provides significantly improved theater-level, near-real-
time, synchronized counterfire/precision strike capability; and Line-
Of-Sight Anti-Tank System —demonstrates a high-speed, multi-target,
anti-tank system for early entry forces.

Editor’s Note: This information is in the public domain on the World

Wide Web and may be accessed at http://www.dtic.dla.mil/de-
fenselink on the Defensel INK News Home Page. Whenever femi-

nine or masculine nouns or pronouns appear other than with obvious
reference to named individuals, they are meant in their generic sense.
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GOVERNMENT-INDUSTRY PARTNERING

Gansler Delivers Keynote Address
at Executive Acquisition Symposium

Realizing Acquisition Reform

Editor’s Note: In one of his first
speeches as the new Under Secre-
tary of Defense for Acquisition and
Technology; delivered three days after
his confirmation, Dr. Jacques S.
Gansler presented the keynote ad-
dress at the Valley of the Sun Part-
nership Group’s Executive Acquisi-
tion Symposium, Nov. 13, 1997, in
Phoenix, Ariz. His remarks expand
on force modernization and paying
for modernization — areas he pin-
pointed as requiring particular at-
tention in his Nov. 10 Statement be-
fore the Committee on Armed
Services, United States Senate.

hank you for inviting me here

today to this critically important

symposium on industry/gov-

ernment partnering, I firmly be-

lieve it is only through partner-
ing that we can achieve our joint objective
of acquiring goods, services, and better
performing weapons in a smarter and
faster manner, while simultaneously re-
ducing cost and improving quality. Local
initiatives, such as the Valley of the Sun’s
Information Sharing Group’s effort to
exchange details of process improve-
ments under the Department’s Single
Process Initiative, are exciting examples
of the benefits of such government and
industry partnering,

While I have only been in this job a very
short time, T can honestly say I have spent
the last 45 years preparing for it; and, thus,
I have formed some opinions —which I
would like to share with you today —
about how we should move forward.
Specifically, over the next few years I see
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‘ ‘We can profit by working together, industry and DoD.
One way is through joint training, such as the case study
on JDAM [Joint Direct Attack Munition] that the
Defense Acquisition University and the Boeing Learning
Center are developing.7 7

Photo courtesy McDonnell Douglas




¢ It Is no longer adequate to simply assume that someone who once took an acquisition
or a logistics course is currently up-to-date. As advanced technology and acquisition reforms
become far more widespread, it will be necessary for the workforce to receive continuous
updating in their training. Fortunately, much of this can now be done through the use of
computer-based, distance learning — far more efficiently and effectively than the historic,
more traditional approaches. Smart, well-educated personnel are the key to successful
implementation of the DoD's Revolution in Business Affairs over the coming years.””?

the focus on the two critical questions of
what we buy and how we pay for it. Let me
begin by first addressing these two broad
issues, and then end with some personal
thoughts about what actions we in gov-
ernment and you in industry should ini-
tiate in the coming months.

Modernizing for
21st Century Warfare
First, meeting the challenge of specify-

ing, developing, equipping, training, and
supporting America’s forces with the
weapons and other essential military sys-
tems, required to meet the projected
threats of the early 21st Century. As the
Quadrennial Defense Review [QDR] in-
dicated, these projected threats range
from actions by terrorists, transnational
actors and rogue nations, through major
urban and theater warfare, and on up to
nuclear war. Importantly, we must rec-

—Dr. Jacques S. Gansler
Under Secretary of Defense
(Acquisition and Technology)
November 13, 1997

ognize that these projected future threats
may not attempt to match the over-
whelming U.S. superiority on a plane-
for-plane, ship-for-ship, or tank-for-tank
basis, as was the case with the Cold War
model; rather, enemies are likely to use
asymmetrical approaches, including
weapons of mass destruction (chemical,
biological, and nuclear) against our
troops, our infrastructure, and our
homeland.

Additionally, they do not need to have
the capability of developing their own
weapons. They can buy them on the
global arms market and, increasingly; the
commercial market — while also pur-
chasing the required training in the use
of these weapons (including achieving
the extremely damaging effects of global
information warfare against our forces
and our infrastructure).

To counter these sophisticated, asym-
metrical threats, the United States must
not only actively pursue counterprolif-
eration efforts, but also take maximum
advantage of our leadership position in
advanced technology —especially in the
information field. Finally, as was stressed
by the Chairman and Joint Chiefs in
“Joint Vision 2010,” the key to the United
States being able to handle the likely sce-
narios of 21st Century warfare will be
our ability to truly achieve integrated,
multi-Service (Joint) operations —at all
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levels; and, increasingly, on a multi-na-
tional basis.

In this new threat environment, it is crit-
ically important to recognize that many
of the likely military needs are not sim-
ply extensions or subsets of current op-
erations and equipment. Clearly, there
are numerous military system develop-
ments and procurements currently un-
derway, which must be continued: ac-
tivities on ballistic missile defense,
next-generation platforms, and weapons/
system upgrades, etc. However, with our
present position of military superiority,
we have the opportunity to devote a
more significant share of our resources
to the areas of perceived deficiencies and
new technological opportunities for meet-
ing the requirements of future military
conflicts.

There are five areas that I believe require
particular attention:

1. Near-term achievement of an inte-
grated, secure, and “smart” com-
mand, control, communications, in-
telligence,  surveillance, and
reconnaissance (C’ISR) infrastruc-
ture —on a multi-Service basis and
encompassing both our strategic and
tactical needs. This is the critical el-
ement of an effective 21st Century
warfighting capability and the back-
bone of the Revolution in Military
Affairs. It is the key to our strategy
of information “dominance.”

2. Development and deployment of
long-range, all-weather, low-cost, pre-
cise, and “smart” weapons. This will
allow us to achieve maximum fire
power on targets (either fixed or mo-
bile) from air, land, or sea with min-
imum loss of life; and it will allow us
to take full advantage of the advanced
C’ISR systems (for example, by pro-
viding continuous targeting (in-
cluding in-flight) from remote plat-
forms).

3. Achievement of rapid force projec-
tion and global reach of our military
capability. With the uncertainty over
where our forces will be required,
and the need for extremely rapid re-
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sponse to a crisis anywhere in the
world, this capability —when com-
bined with the first two elements [de-
scribed previously] — will provide
the United States with overwhelm-
ing military superiority.

4. Development and deployment of
credible deterrents and, if necessary;
military defense against projected,
less “traditional,” early 21st Century
threats —such as biological, chemi-
cal, and nuclear weapons, urban
combat, information warfare, and
large numbers of low-cost ballistic
and cruise missiles. These are areas
of growing concern and likelihood;
and we can no longer put them into
the “too hard” category. They must
be addressed as priority issues.

5. Achieving interoperability with our al-
lies —an essential requirement for coali-
tion warfare. As events over the last few
years have shown, coalition warfare is
likely to be the normal case; and thus,
we must work closely with our allies to
assure that their technologies represent
a strong complement to our forces, ie.,
that they are participants in the Revo-
lution in Military Affairs, and that the
CISR systems and advanced weapons
that we are each utilizing are fully in-
teroperable.

Paying for Modernization

The other major challenge is how to pay,
within a constrained budget, for this nec-
essary modernization. Essentially, what
is required is the realignment of overall
DoD resources to reflect 21st Century
military needs. Specifically, we must con-
tinue and greatly expand our efforts to
implement a “Revolution in Business Af-
fairs” within DoD and its industrial base
— thereby achieving the needed perfor-
mance gains at far lower costs.

To do this, the government must take
full advantage of the technologies and
management lessons that U.S. com-
mercial industry has evolved over the
last decade, as it returned to its leader-
ship position in worldwide commerce.

Today, the United States has clearly the
strongest military in the world. Yet, we

have put off force modernization over
the last decade — allowing the procure-
ment account to fall by over 70 percent.
However, the challenge is not simply to
replace the aging equipment but to de-
velop and deploy the new —and often
very different — systems required for the
early 21st Century.

Thus, we must continue a strong R&D
effort, while also buying far more of the
advanced communication and intelli-
gence systems, offensive and defensive
“smart” weapons, biological and infor-
mation defense, etc., required for pro-
jected future conflicts. Based on current
Administration and Congressional bud-
get projections, all of this must be done
without a significant increase in the over-
all DoD budget.

In this area — of getting more capability
without a budgetary increase —I would
like to emphasize the truly outstanding
job done by the complete DoD acquisi-
tion community (from Secretary Perry
on down) during the last Administra-
tion, in beginning the required acquisi-
tion reforms. Our challenge is [to] keep
up the momentum and build upon this
foundation. To do this successfully, we
also need your commitment and assis-
tance.

Here again, five areas require specific at-
tention:

1. Aggressively pursuing and fully im-
plementing the acquisition reform
initiatives which the Congress and
the Department worked so hard to
develop over the last several years.
Many critical efforts were started. Let
me simply note some: program
stability; “cost as an independent
variable” (including total ownership
costs); short acquisition cycles; ad-
vanced concept technology demon-
strations [ACTDs]; purchasing com-
mercial subsystems and parts (to im-
prove performance and reliability
while lowering costs); “moderniza-
tion through sparing”; “best value”
Service procurements; commercial
standards; performance-based spec-
ifications; minimum “flow down” of
unique defense requirements to the



lower tiers; contractor logistics; elec-
tronic commerce; incremental de-
velopments and deployments; open
systems architecture; “single process
initiative”; integrated product and
process developments; past perfor-
mance evaluations; and, particularly,
“teaming” with industry.

All of these must be aggressively pur-
sued — with detailed action plans
and metrics — and fully imple-
mented if the DoD is to achieve its
desired objectives of “faster, cheaper,
and better” development, produc-
tion, and support of weapon systems,
as well as goods and services.

. Broadening the defense industrial
base. While the many mergers and
acquisitions have been both neces-
sary and desirable (to reduce the ex-
cess capacity as the DoD downsized
in the post-Cold War era), there is a
growing concern that we may end
up with only sole-source producers
in critical defense sectors — thus
eliminating the innovation, cost, and
responsiveness benefits of competi-
tion. However, a solution likely lies
in a broadening of the defense in-
dustrial base to include commercial
firms. These often represent the state-
of-the-art (for example in many in-
formation-intensive fields), and yet
are much lower-cost and have much
shorter development cycles.

In many cases the DoD can directly
utilize commercial systems, subsys-
tems, and components; but, in other
cases, the solution lies in an inte-
grated (“flexible”) production line of
a few defense-unique items along
with the high volume of commercial
items (themselves often tailored for
a variety of customers). Thus, in-
creased levels of civil/military in-
dustrial integration is a direction in
which the DoD must move.

A complement to this would be a
shift to a more global industrial base
— one created by industry forming
international teams for bidding on
the military equipment required for
coalition warfare.

The broad objectives of this

reengineering are to transform

DoD logistics from one based
on Cold War scenarios to
one incorporating best
commercial practices,
advanced information systems,
and rapid transportation to
provide highly responsive

logistics support at significantly

reduced costs to our forces in
the 21st Century,

In general, the DoD’s future focus on
the three areas of maintaining com-
petition, achieving civil/military in-
tegration, and taking full advantage
of the global marketplace, will result
in achieving an industrial base which
will provide the required 21st Cen-
tury equipment at much lower cost
and much more rapidly, yet with the
required state-of-the-art performance.

3. Since far too much (currently around
65 percent) of the total DoD budget
goes to the “infrastructure” area, there
must be a significant shift of DoD re-
sources from support to modern-
ization and combat —a conversion
of “tail” to “teeth.” This infrastruc-
ture area is the one that commercial

industry found they must attack if

they are both to improve their per-
formance and simultaneously lower
their overall costs.

The key elements in this reduction
of support costs can come from
widespread application of commer-
cial technology and products, ad-
vanced information technology, and
competitively sourcing all non-in-
herently governmental functions.
The last of these could annually pro-
vide many tens of billions of dollars
worth of potential additional busi-
ness opportunities to competitive
U.S. industries. All of the empirical

evidence indicates that the results of
these competitions will be dramatic
improvements in performance, along
with over a 30-percent reduction in
costs.

Naturally, such actions will not be
easy to achieve. However, as Secre-
tary Cohen has stated, unless there
is a significant increase in the DoD
budget’s “top line,” there is no choice;
either we continue to maintain and
pay for the current, unneeded, and
inefficient infrastructure or we mod-
ernize our forces —we can not af-

ford both!

4. We must drastically transform the

current DoD logistics elements of
the acquisition system, in order to
achieve much faster response at
much lower cost. “Focused logistics”
is one of the four major objectives of
the Chairman of the Joint Chiefs’
“Joint Vision 2010.” Here, the first of
the actions is obvious — obtaining
much higher reliability equipment at
much lower cost. “Modernization
through sparing,” particularly with
commercial parts and subsystems,
is a key here. While “Modernization
through spares” and similar actions
to enhance reliability will reduce lo-
gistics support requirements, those
initiatives must be supported by an
overall reengineering of logistics
processes.

The broad objectives of this reengi-
neering are to transform DoD logis-
tics from one based on Cold War sce-
narios to one incorporating best
commercial practices, advanced in-
formation systems, and rapid trans-
portation to provide highly respon-
sive logistics support at significantly
reduced costs to our forces in the
21st Century.

Achieving this requires major re-
ductions in cycle times — to include
procurement and production lead
time, repair cycle time, and order and
ship time. These cycle time reduc-
tions will also enable us to reduce
infrastructure and current inventory
levels by tens of billions of dollars.
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U.S. world class commercial firms
across a wide range of industries have
already done this, and we must ag-
gressively pursue similar actions
throughout DoD.

5.Last, but certainly not least, to
achieve efficient and effective mod-
ernization of the DoD acquisition
system, we must focus on enhance-
ment of the overall acquisition work-
force. Clearly, the key to the success
of all of the required changes are the
people within the government who
are responsible for their successful
implementation.

As we move to more sophisticated
processes that require decision-making
empowerment down to lower levels in
the acquisition workforce, we must as-
sure that we have the right types of peo-
ple for the government’s role (e.g,, more
systems thinkers and good managers,
rather than detailed designers); and,
then, it is essential that the training
and education of these people be
the best possible. This is an area that
must receive increased and continuing
emphasis.

It is no longer adequate to simply as-
sume that someone who once took an
acquisition or a logistics course is cur-
rently up-to-date. As advanced technol-
ogy and acquisition reforms become far
more widespread, it will be necessary
for the workforce to receive continuous
updating in their training, Fortunately,
much of this can now be done through
the use of computer-based, distance
learning — far more efficiently and ef-
fectively than the historic, more tradi-
tional approaches. Smart, well-educated
personnel are the key to successful im-
plementation of the DoD’s Revolution
in Business Affairs over the coming years.

I might note, incidentally, that there is a
need for a similar emphasis on contin-
uous education and training on the in-
dustrial side —both to capitalize on in-
dustrial “best practices” as well as
government acquisition reforms. And
here too we can profit by working to-
gether, industry and DoD. One way is
through joint training, such as the case
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study on JDAM [Joint Direct Attack Mu-
nition] that the Defense Acquisition Uni-
versity and the Boeing Learning Center
are developing,

Actions for Government and
Industry

The first and most obvious requirement
for modernization is the generation of
funds to invest. This problem will be-
come even more critical in the next bud-
get cycle, since the top line is essentially
fixed by agreement of Congress and the
President. So the only way we will be
able to generate added dollars is through
savings, and the most obvious area for
this is in the operations and maintenance
(O&M) arena.

The QDR found the potential for —and
the Secretary is committed to — shifting
$17 billion annually from O&M into
modernization by 2001; with greater
shifts in the outyears. To do this, we have
to focus on reducing O&M costs
through equipment reliability improve-
ments, the introduction of modern in-
formation systems, outsourcing, and lo-
gistics reengineering, Analysis has shown
that the potential for making these sav-
ings is very real, but it will be extremely
difficult and require cooperation not
only from within the DoD and the de-
fense industry, but also the
Congress.

One of the problems we have historically
had is the fact that O&M is annually un-
derfunded, and then money has to be
taken from the acquisition accounts dur-
ing the year. This results in extreme pro-
gram instabilities and gross inefficien-
cies. Thus, the obvious step —which was
taken in this year’s budget cycle by Sec-
retary Cohen —was to insist upon full
funding for O&M. In the short term, this
will actually reduce the total dollars avail-
able for modernization, but it will force
the DoD to recognize the high cost of
O&M and to immediately begin to ad-
dress this issue.

A second cause of program instability
has been the horizontal cuts that have
annually been taken on all programs (in
the budget process), thus resulting in
added inefficiencies. The preferred al-

ternative, which we must face up to, is
the termination of lower-priority pro-
grams when there are not enough dol-
lars available — thus maintaining the
program stability and efficiency on the
higher-priority efforts. This raises the
importance of the issue of “what we
buy.”

The speeches given by all of the DoD
leaders, and those in industry, empha-
size the importance of the Revolution
in Military Affairs for America’s lead-
ership in the 21st Century; but a look
at the budget shows that we continue
to fund many of the older platforms at
the expense of the C’I systems, the
smart weapons, the digital battlefield
equipment, etc. —all required to actu-
ally realize the Revolution in Military
Affairs. Thus, there needs to be a sig-
nificant shift in budget allocations if
we are to maintain U.S. military supe-
riority in an era in which our potential
adversaries can gain significant bene-
fits through asymmetrical and lower-
cost investments.

Then, in the area of “how we buy,” the
government needs to recognize the short
cycle times associated with the equip-
ment required for the Revolution in Mil-
itary Affairs, and the fielded military
performance and cost benefits that come
from planning short cycle times. It is
simply wrong for the DoD to be utiliz-
ing development cycles that stretch to
16 to 20 years solely to “save on annual
expenditures levels.” We must shift to
the commercial model of incremental
product improvements with short cycle
times, and continue our R&D efforts at
technological advancements which can
then be inserted rapidly when proven
out.

One major initiative that was begun in
the last Administration and which needs
far greater emphasis in the next few years
is that associated with the costs of
weapons as a military requirement. This
truly will result in our doing business in
an entirely different way — from the re-
quirements process through the design
and manufacturing process, and even
through the supporting industrial struc-
ture that is required to achieve not only



lower initial costs, but lower life-cycle
costs.

Finally, from the government’s side, ad-
ditional steps are required for the gov-
ernment to encourage firms that are not
currently defense suppliers —and yet
are world-class in their areas of special-
ization — to become players in the de-
fense world, at either the prime or lower
tiers. Here, I think the biggest area that
has not been addressed is that associ-
ated with government-unique cost ac-
counting and auditing requirements. To
encourage commercial firms to enter into
our business, we are going to have to
shift to price-based contracting,

To achieve this in all areas and yet still
have adequate assurance that the gov-
ernment is getting the best buy for its
money, will require us to maintain some
form of explicit competition in all of
our activities —perhaps current system
enhancements vs. new systems, or al-
ternative ways to achieve the same mis-
sion, or starting a next-generation pro-
totype, etc.

All of these initiatives cannot be fully im-
plemented unless we maintain the sup-
port of Congress. As business people,
we understand that when changes are
made, we need to be tolerant of mistakes
that are made along the way of imple-
menting change. Congress is not as pa-
tient. One of my top priorities will be to
work with Congress to recognize the
long-term benefits of reform and the
need to maintain flexibility in imple-
mentation. I hope you can also make
your opinions known.

I will also devote a lot of time working
with Congress on achieving program sta-
bility. As I mentioned before, this issue
is a very important part of our efforts to
fund modernization. If the DoD is ever
to achieve stability on its priority pro-
grams, then the budget which it submits
to the Congress needs to be supported
by the industry. Since the future bud-
gets will be “zero-sum games,” industry
attempts to “add” money for programs
that are not in the DoD budget simply
means that those dollars will come from
other programs; and thus introduce in-

One of my top priorities will
be to work with Congress to
recognize the long-term
benefits of reform and the
need to maintain flexibility in
implementation. | hope
you can also make your
opinions known.

stability throughout the total acquisition
arena — often in programs in other di-
visions of the same company.

Turning now to a specific industry ef-
fort, T think enormous progress has been
made over the last few years in not only
the working relationships between the
government and industry — through
such things as integrated product teams
and other forms of partnering —but also
industry has done a good job in attack-
ing the excess capacity and inefficien-
cies through the steps that you have
taken in consolidation and business
practice reengineering, I also think that
industry has responded well to the gov-
ernment initiatives in the acquisition re-
form area —many of which were, in fact,
suggested by industry. All of these ef-
forts must be continued and fully im-
plemented — we still have a long way
to go.

However, let me suggest an area that I
believe industry can focus on, over the
coming months, to significantly help in
the required changes. Namely, looking
down from the prime-contractor level to
the lower tiers of the defense industry;
here, there is growing concern with re-
gard to the prime’s dealings with their
suppliers. Essentially, we need you to
take the same perspective with respect
to your suppliers as we have tried to take
in our acquisition reform initiatives with
you. At the lower tiers, there is even a
greater opportunity for full commercial
integration of operations and of suppli-
ers. One of the obvious concerns asso-
ciated with the recent mergers and ac-
quisition tendency has been the fear of

vertical integration; and the resultant
elimination of innovation and competi-
tion. Here, those who are performing a
systems integration role, as a prime con-
tractor, need to strongly consider the po-
tential for obtaining defense-unique sub-
systems from commercial lines. In order
to do this, there must be no special re-
quirements passed down to the suppli-
ers —in terms of process specifications,
accounting system requirements, etc.
The DoD primes must simply be another
buyer of high-quality, high-performance,
differentiated items. We believe there are
enormous performance, cost, and cycle
time benefits to be realized on our fu-
ture weapon systems through such ac-
tions.

Concluding Remarks

Let me end by observing that, unfortu-
nately, we are now facing a time in which
we must develop and buy new defense
systems, and yet we have insufficient
funds available to do so. Thus, we will
be facing a very difficult period in the
coming years. To this end, Secretary
Cohen has started to implement some
major reform initiatives, starting with his
own staff. On Monday, the Secretary an-
nounced his plan, the Defense Reform
Initiative, for reorganizing the top levels
of the Department to respond better to
the needs of this new security and bud-
get environment. The effort focuses on
maintaining competition, reducing in-
frastructure, learning from the best prac-
tices of the private sector, and reengi-
neering our business operations to
become more efficient and effective.

As U.S. industry found, these changes
are necessary, but very difficult to achieve.
Nonetheless, we are going to do it! But
we cannot do it alone. I firmly believe
that the only way for the nation to
achieve a strong national security pos-
ture is through the required government
and industry partnering to effectively
implement the broad initiatives associ-
ated with all aspects of acquisition re-
form. This symposium is a critically im-
portant part of realizing that objective. I
thank you for your participation, and I
look forward to working closely with you
over the coming years in achieving our
joint objectives.
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SENIOR LEADERSHIP CONFERENCE

Gansler Delivers Keynote Address
at DLA Senior Leaders Conference

What We Buy, How We Buy It,
and How We Support It Logistically

“| AM PLEASED WITH [THE DEFENSE LOGISTICS AGENCY'S] SUCCESS IN WORKING TOWARD OUR GOAL OF
ACQUISITION REFORM. YOU ARE A VITAL PART IN THAT EFFORT, SINCE, ONLY BY CUTTING LOGISTIC SUPPORT

COSTS CAN WE DIVERT DOLLARS TO OUR GOAL OF MODERNIZATION...AS UNDER SECRETARY OF DEFENSE
]

FOR ACQUISITION AND TECHNOLOGY, | STAND READY TO
OFFER YOU WHATEVER SUPPORT YOU REQUIRE TO BRING
ABOUT THIS REVOLUTION IN THE WAY WE DO BUSINESS.”

ARMY LT. GEN. HENRY GLISSON TOOK OVER THE REINS OF
DLA errecTive Juwy 25, 1997. DuriNG THE DLA SENIOR
LEADERS CONFERENCE, DR. GANSLER TOLD GLISSON AND
HIS SENIOR EXECUTIVES THAT “..IN MANY RESPECTS, | AM
‘PREACHING TO THE CHOIR' HERE TODAY. THE DEFENSE LO-

GISTICS AGENCY IS EMBARKING ON SOME IMPRESSIVE LOGISTIC SUPPORT REFORM INITIATIVES THAT ARE

ALREADY SHOWING SIGNIFICANT COST SAVINGS...\WE ARE OFF TO A GOOD START, AND | cOUNT ON YOU,

GENERAL GLISSON, AND YOUR FINE STAFF TO KEEP

Editor’s Note: In his Dec. 9, 1997, re-
marks to senior Defense Logistics
Agency (DLA) executives, Under Secre-
tary of Defense for Acquisition and Tech-
nology, Dr. Jacques S. Gansler spoke of
not only force modernization and how
to pay for it, but also the importance of
how we support it logistically. The fol-
lowing text is an excerpt of his speech,
focusing on the logistics aspect of mod-
ernizing the forces. (This information is
in the public domain and may be ac-
cessed from the ACQWeb Home Page at
http://www.acq.osd.mil/ousda/speech
on the World Wide Web.)

want to thank you, General Glis-
son, for inviting me here today to
meet with your senior Defense Lo-
gistics Agency executives. Although
I have served only a very short time
in my current position as Under Sec-
retary of Defense, my 40-plus years on
both the government and industry
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UP THE MOMENTUM.”

sides of the “military industrial com-
plex” have convinced me that our na-
tion’s unquestioned military superior-
ity is due, in no small part, to your
success in assuring logistic support to
our armed forces —at all times and in
all places. Our nation will count on you
even more as we counter the new
threats we face in the first years of the
21st Century, as you meet your chal-
lenge to deliver even more rapid and
reliable performance at dramatically
lower costs!

The Joint Chiefs of Staff made DLA’s fu-
ture role clear in its recent statement on
projected global defense requirements
— Joint Vision 2010. In its report, the JCS
stated that its goal of “seamless joint ar-
chitecture for force protection” will rely
on “our ability to project power with the
most capable forces, at the decisive time
and place. Logistics must be responsive,
flexible, and precise.”

This concept of “focused logistics” —the
fusion of information, logistics, and ad-
vanced technologies —will, if fully im-
plemented, allow our forces to respond
quickly to crisis; track and shift equip-
ment, parts, and other supplies even
while enroute; and deliver tailored lo-
gistics packages and other supplies, with
a minimum of delay, to the appropriate
level of operations.

When I appeared before the Senate Com-
mittee on Armed Servi