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FOREWORD


The 2002 - 2003 corporate sponsors included:  Boeing, FedEx, IBM, Pfizer, Raytheon Aerospace, Southern Company, and Sun Microsystems.   Each has earned a reputation for quality long-range planning; undertaking organizational innovation and adaptation to remain competitive; successfully managing and exploiting the revolution in information and related technologies to become an industry leader.


Each Corporate Fellow has written an individual report on the observations and recommendations derived from the time spent at his own sponsoring company, group visits to all the other sponsors, and exchanges of information among the entire group of Fellows.  Throughout these reports are insightful observations about such topics as organizational reform, information technology, network development and security, biotechnology, strategic planning, acquisition, training, and personnel issues.  This document contains the executive summaries from the individual reports.


Also contained, and derived from the individual reports, are common findings that are shared across the group.  In keeping with the fundamental goals of the SDCFP, these findings are focused on the areas of Operational Change, Organizational Change, Transformation, and the implications for DoD and the Military Services.  Although the findings as presented represent the views of the 2002-2003 Fellows, the areas they cover are generally common across all years.  Each year’s group of Fellow has a unique viewpoint.  The overall commonality widely shared across all years re-enforces the validity of their findings.  
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Program background

The Secretary of Defense Corporate Fellows Program (SDCFP), initiated by Secretary Perry in 1995 and continued today by Secretary Rumsfeld, is a long term investment program and a key part of the Department of Defense’s (DoD’s) strategy to transform our military forces and capabilities.  Annually, two officers with highly successful operational command and staff backgrounds from each Service are selected to receive their senior service college credit outside the traditional career path by training with Corporate America.  In this program, they are exposed to businesses reshaping organizational structures and methods of operations to provide innovative and competitive advantages.  They are able to glean the best of change, innovation, and leading edge business practices that could be implemented to transform DoD.  SDCFP alumni form a cadre of future Service leaders more knowledgeable in the organizational and operational opportunities made possible by the revolutionary changes in information and other technologies.


Prior to arriving at their corporate assignments, the officers receive a month of general and specific training to acquaint them with the strategic issues and other factors facing DoD.  This includes lectures by subject matter experts on current political/military issues and leading edge technologies; meeting with senior DoD officials, business executives, Members of Congress, the press, and former SDCFP officers and sponsors; and graduate business school executive education.  During their one-year assignment, the group of SDCFP officers conduct discussions with the senior leadership of each sponsoring company and update senior leaders in the Office of the Secretary of Defense (OSD) and the Services on relevant observations and recommendations.  At the conclusion of the assignment, each member of the SDCFP submits an individual final report and the group briefs their common findings and recommendations to the Secretary of Defense, the Deputy Secretary of Defense, Service Secretaries and Chiefs, and over three dozen other senior OSD and Service leaders.

In previous years, officers have been assigned to such diverse and innovative businesses as ABB, Boeing, CNN, Caterpillar, Cisco, Citicorp, DirecTV, FedEx, Human Genome Sciences, McKinsey, Merck, Microsoft, Mobil, Northrop Grumman, Oracle, Raytheon, Sun, Sears, PricewaterhouseCoopers, 3M, and United Technologies.  Although each corporate structure is different, each officer is placed at the senior leadership level of his or her respective companies.  In addition to learning and valuable practical experience, participants provide DoD an opportunity to showcase some of its finest officers at high levels in the corporate world, allowing each to share his or her leadership capabilities, critical and analytical insights, and a first-hand knowledge of military life.  The payback for these assignments is enormous for the participating officers, their Services, and DoD at large.  With their experiences at leading edge companies, SDCFP officers bring back knowledge of modern corporate change management, adaptive and collaborative structures, knowledge management, the virtual workplace, and how to leverage the best of new technologies and human intellect.  They will apply this knowledge in many ways during the remainder of their military careers and beyond.

Additional information is available at:  http://www.ndu.edu/sdcfp/sdcfhom.html.
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COMMON FINDINGS

Introduction

A recent MIT study of over 1000 large corporations during an 8 year period revealed an important relationship between investment in information technology (IT) and intangible organizational assets.  Research showed that most firms generally broke even or had low multiples of increase in market capitalization for each dollar invested in IT.  More significantly, the research identified intangible organizational characteristics that, when coupled with IT investment, returned disproportionately higher market capitalization.
  

This research result is an excellent introduction to the SDCFP Common Findings.  Fellows experienced numerous innovative and profitable uses of IT and networks in each of the sponsoring corporations this year.  One of the findings will discuss networks and IT, but further innovation will rapidly eclipse them, and they are not the theme of this year’s report.  This year’s common findings focus instead on the intangible qualities of organizations, processes, and people and how they leverage an IT investment for disproportionate gains in organization effectiveness.

These common findings bear strongly on DoD transformation for three reasons.  First, DoD transformation is more about culture than systems and hardware.  These common findings primarily address the things that define culture—the organization and its people and processes.  Second, although transformation is cultural, IT innovation drives transformation and significantly leads man’s ability to exploit it.  This year’s Corporate Fellows found that the private sector significantly leads DoD in adapting to IT to reap disproportionate gains, and DoD will gain from internalizing these findings.   Lastly, the 2002-2003 Fellowships marked the third year of a global economic slow-down as the 1990s party ended with the dot.com meltdown, the September 11 tragedy, and a wave of corporate malfeasance to add to the damage.  Extroverted, gung-ho corporations became humble, introspective businesses struggling to survive and improve efficiency.  These hostile conditions drove a spectrum of transformative activity in each of this year’s sponsoring corporations, adding extraordinary value to the Corporate Fellowship experience in the context of DoD transformation.

This report is a one way door in that it describes corporate practices that can benefit DoD.  It does not critique this year’s sponsoring corporations, nor does it describe DoD practices that would improve corporate operations.  The baseline for this report is the collective experience of the participating O-5/O-6 officers from every Service, and it acknowledges that action may already be underway in some of the findings areas.

Executive summary

This year’s common findings focus on the intangible qualities of organizations, processes, and people and how they leverage an information technology investment for disproportionate gains in organization effectiveness.  These common findings bear strongly on DoD transformation for three reasons.  First, DoD transformation is more about culture than systems and hardware.  These common findings primarily address the things that define culture—the organization and its people and processes.  Second, although transformation is cultural, IT innovation drives transformation and significantly leads man’s ability to exploit it.  Lastly, the 2002-2003 Fellowships marked the third year of a global economic slow-down as the 1990s party ended with the dot.com meltdown, the September 11 tragedy, and a wave of corporate malfeasance to add to the damage.  Extroverted, gung-ho corporations became humble, introspective businesses struggling to survive and improve efficiency.  These hostile conditions drove a spectrum of transformative activity in each of this year’s sponsoring corporations, adding extraordinary value to the Corporate Fellowship experience in the context of DoD transformation.

This report begins at the uppermost level of organization, then moves into progressively finer detail in the areas of processes and people.  The discussion begins with “Understand the Core.”  Identifying and clarifying core compentencies has a profound power to focus an organization and clearly identify integration tasks.  In order to successfully integrate, the second topic describes how companies “Break Down Stovepipes” using a variety of techniques from small teams to modularity and enterprise-wide matrixed organizations.  The focus is on making “joint” a mainstream activity while preserving Service uniqueness, tradition, and core functionality.

Processes define how successful corporations deliver value, and DoD has numerous similar processes that deliver combat power.  The dot.com bubble burst precisely because the process piece was missing in the failed businesses, and those information-age companies who had the process piece right (Walmart, FedEx, Dell, Amazon, eBay etc…) not only survived, but prospered during the challenging first three years of the new millenium.  Successful network-enabled processes nonetheless remain as much of a challenge as they are an enormous competitive advantage.  The second section of this report discusses five process areas that apply to DoD:

· Process Improvement

· Shared Services

· Enterprise Architectures

· Value Creation Management and Market Discipline

· Fiscal Reform

The Common Findings conclude with three personnel topics.  Agile, competitive marketplaces and networked integration demands certain leadership skills described in “Develop Future Leaders.”  The same marketplace also competes with DoD for the next generation of American talent, and DoD must pay attention to market forces to “Attract and Retain” future soldiers, sailors, airmen, and marines.  Finally, corporations exploit the skills and knowledge of their employees during change management to a greater extent than DoD does, and the Common Findings conclude with “Exploit Organic Skills.”

Efficiency and financial savings in DoD translate directly into resources for additional combat power, and integration is part and parcel to successful joint operations, but DoD is not a business and does not earn a profit as a measure of organization effectiveness.  With this in mind, these Common Findings will transform DoD, measured not by customer value and market capitalization, but by the cost, adaptability and combat effectiveness of our armed forces.

ORGANIZATION

Understanding the Core
Highly successful businesses identify and develop core competencies as the basis for market leadership.  Though not always easy to identify, these core skills or assets make a disproportionate contribution to the business product and customer-perceived value.  A core competence must be competitively unique, that is, the company must be a sole provider or have a level of competence substantially superior to others in the same business.  Core competencies are often a gateway to future products or capabilities.  They are not physical assets, but instead they are skill sets or enabling capabilities that normally change over time in response to the market.   Though the tie between the competence and the business product may not be readily apparent, core competencies are the foundation for success.  Consequently, companies strive to strengthen core functions while eliminating non-core activities.

Identifying and strengthening core competencies while eliminating non-core activity has several benefits.  Companies can focus on strengths and continue building competitive advantage.  Eliminating non-core activity allows companies to reduce or reallocate manpower and capital while improving cost and quality of products and services offered.  Over time, company core competencies may change due to a change in strategy or advances in the market, or they may become the foundation for a different product.   For example, in the 1950s The Boeing Company applied the core competencies that made it the premiere producer of military bombers to the commercial aircraft market.  As recently as 10 years ago, Boeing derived 80% of its total revenue from commercial aircraft sales.  Today, after several key mergers and acquisitions, Boeing’s core competencies of customer knowledge and focus, large-scale system integration, and lean enterprise are key to becoming the contractor of choice for large, networked product offerings.  Though Boeing remains the largest commercial aircraft builder in the world, it applies its core competencies to produce integrated products and solutions to satisfy customer requirements.  Boeing’s Joint Direct Attack Munition (JDAM) production capability is an excellent example demonstrating how application of core competencies leads to market-leading capability.  Their understanding of customer requirements, capability to integrate across multiple systems, and lean enterprise capability allow Boeing to exceed customer requirements without manufacturing a single individual component of JDAM.  In this manner, Boeing exploits core capabilities while partnering with other companies exploiting their core functions and brings the best value to the customer.

Scott McNealy, President and CEO of Sun Microsystems, takes a similar approach to core competencies.  McNealy focuses the majority of Sun’s employee headcount on functions considered core or requiring quality above that available from market offerings.   Otherwise, Sun uses market sources for the product or service.  In this manner non-core activities have low priority within the company, and Sun outsources them to other companies whose core competence is the activity Sun requires.  Food services is one example where contracting for service is provides higher quality at less cost than Sun could provide internally.  Remarkably, Sun even outsources its own network operations and data center.  Sun considers these internal functions to be non-core, even though they are very similar to Sun’s core competence in solving complex customer network computing problems with a systems approach.  Successful companies are not afraid to relinquish control of non-core activity to achieve benefits of economy and quality and ultimately improve their bottom line.

DoD should use a methodical and coordinated process to apply these ideas.  First, the Services must must define and agree on the essential core competencies that enable the United States military to generate superior combat power and adapt that capability over time.  Due to the Services’ mission focus, they often lose sight of these foundation elements and mission enablers.  Once defined, the Services must identify the distinctive capabilities made possible by the core competencies.  Comparing these lists will reveal areas of overlap, redundancy, and interdependence, and will lead to a DoD enterprise-wide approach to executing those functions.  It is equally important to identify non-core missions and functions currently performed by military members.  The Services have already identified and outsourced many such functions, but there remain many, many more.

 
Define the Core Competencies.  While there are some significant examples that illustrate a willingness to divest in clearly non-core activities in the Department of Defense, the Services have not come to a consensus on their exact core competencies.  Combining ideas from top-level guidance in each service, three common themes emerge that arguably apply to all.  First, developing 21st century warriors is the heart of producing unmatched combat capability—a task only the services can do.  Second, adapting technology to produce a warfighting capability has long been a distinctive function of the military.  Finally, the Services’ ability to integrate operations across time and space in a dynamic environment and at a level superior to any other force enables the generation of overwhelming combat effects.  These three competencies are the foundation for all the other distinctive capabilities of each Service.  Assuming the Services can achieve consensus, they must regularly review the competencies to adapt them to emerging enemy capabilities and incorporate future developments.

Identify and Organize Around Distinctive Capabilities.  Identifying the distinctive capabilities of each service serves two functions.  First, it provides an inventory of capabilities or mission areas performed by each service.  By comparing inventories, Services can focus on complementary missions and functional relationships.  In cases of overlap or redundancy, identifying a single functional provider or creating a joint organization to support the mission might be the best solution.  Joint Specialized Undergraduate Pilot Training (JSUPT) is one example where a limited enterprise approach is in use.  Both the Navy and Air Force have common requirements for initial flight training programs.  Consequently, USAF and USN flight training bases train officers from both services under a common syllabus and send them on to Service-specific training.  JSUPT is a more efficient and effective way to ensure an adequate supply of properly trained pilots than separate Service programs.  Outsourcing Introductory Flight Training (IFT), the first step toward becoming a military pilot, has achieved further efficiencies.  Civilian instructors at fixed base operations around the country train prospective military pilots.  This arrangement reduces the number of military pilots, already in short supply, required to man basic flight training positions and also eliminates the capital costs associated with the IFT program.  In another example, a new streamlined management structure for the Chemical and Biological Defense program directs consolidation of operations as an enterprise solution.  Other areas to investigate synergies through consolidation are the various specialty training programs including aircraft maintenance career fields, military police, and security forces.  Intelligence, acquisition, research and development, and test and evaluation functions are additional targets for consolidation at some level.  If enacted, DoD will benefit from the efficiencies and improved jointness of an enterprise approach without sacrificing effectiveness.  

Outsource Non-Core Activities.  Identifying and eliminating non-core functions is the final target for change.  Some changes are underway but there remain many more outsourcing candidates.  Several installations have outsourced family housing with rapid and favorable results as private companies provide higher quality housing far sooner than military construction contracts.  Besides creating happier families, this initiative relieves base commanders of the burden of home ownership and allows them to concentrate on core activities.  As leaders seek to outsource more non-core functions, legislation must lead the way and make it easier to enter contractual agreements where both partners stand to win.  This essential component in housing reform is necessary to attract business partners through financing agreements and long-term leases.  DoD must additional use long-term, performance-based contracts using multiple suppliers and performance incentives.  Everyone wins by partnering with industry leaders for support in non-core service activities, 

While base housing is a visible and successful example of outsourcing, DoD has failed to adopt a “just do it” mentality in many other areas.  The following functions are a few candidates for outsourcing:

· Information Technology functions

· Commissaries and Base Exchanges

· Human Resource functions

· Military and Travel pay 

· Personnel Records

· Legal functions

· Supply chain management

· Depot maintenance

· Purchasing

· Medical/Dental outside of operational and combat support

· Civilian Human Resource Management

· Security

· Education

Summary

As the Services strive to become more efficient in providing unmatched combat capability to support national objectives, they must be willing to focus on core competencies and rely on strategic partners to provide necessary support in non-core activities.  Taking an enterprise approach to identifying and providing core functions will drive joint solutions and squeeze inefficiencies from the services.  Capitalizing on a worldwide supplier network for non-core activities will improve on current capability.  These initiatives will have far-reaching positive impact on the ability of the DoD to succeed by freeing up inefficiently employed resources to build future combat power.

Breaking Down Stovepipes

Corporations are moving from old stovepiped independent structures to interdependent, networked forms.  These organizational changes are driven by the need to improve the efficiency and effectiveness of operations while simultaneously cutting costs and eliminating wasteful redundancies.  It is especially notable that the power of integration applies to organization structures of many different sizes and scales, and there are significant parallels for DoD transformation.

For this discussion, “integration” permits all of the pieces and parts of an organization to work together seamlessly.  A “silo” or “stovepipe” refers to those parts of an organization that focus on a single objective without regard to parallel efforts in neighboring divisions, enterprise-wide efficiency, cost/benefits, or the relationship between the organization and the overall game plan of the enterprise.  Silos are integrated along a single objective and tend to sub-optimize for the organization at large because they ignore the tension between efficiency and effectiveness.  Strategy drives organization design in the private sector with further consideration given to resources and the market environment to create value.

Open-System Modular Org anizations.  Corporate America makes exceptional use of its talent and organizations using modularity and dynamic teaming.  A modular organization has all the basic components and interfaces (programs, systems, procedures, etc…) to accomplish a task autonomously and be able to plug in and take full advantage of available enterprise resources.  Through modular organizations, the private sector capitalizes on a wide range of efficiencies and rapidly adapts to the environment, echoing DoD's goals for transformation.

Sun Microsystems employs modularity in its R&D, Product, and Software Development organizations by moving and exchanging people.  Key Sun Lab employees move with the concepts they invent as technology transfer takes place to the business and product teams.  Scott McNealy at Sun refers to open systems, modularity, and interoperability in terms of “Lego” building blocks that can be moved and interconnected throughout the business.

Another example of a modular organization structure is Boeing's Integrated Product Teams' ability to assemble cross-functional expertise focused on a specific product.  Boeing brings talent from across the company into the team to take advantage of enterprise-wide knowledge.  Each team member makes inputs throughout the concept, design, build, and sustainment phases to provide the best product and processes to meet the cost and performance objectives.  Boeing previously used a sequential approach that often led to design surprises as, for example, design engineers improperly placed high maintenance components and caused operations and support problems.  

DoD faces many similar challenges.  VADM (Ret) Cebrowski, Director of the Office of Force Transformation, notes that the era of mass is over.  The advantage now goes to “the small, the fast, and the many.”  With fewer platforms and a greater emphasis on interconnecting systems and Network Centric Warfare (NCW), basic skills or functions can no longer be split apart and isolated in stovepiped organizations such as the training, test and evaluation, operations, and doctrine commands.  To adapt to the realities of NCW, DoD must embrace integrated, flexible, “open-system” organizations and operating units that combine these traditionally isolated roles.  These types of modular organizations will reduce the problems observed in existing structures with accretion (organizational sprawl), seams between stovepipes, and organization structures that do not scale with corporate growth.

Open-system modular organizations and operating units dynamically combine roles traditionally held in separate stovepiped organizations in order to best develop and conduct well-integrated joint network centric warface and improve agility.  Network-centric, modular, and dynamically formed organizations increase speed, improve the ability to scale to any size operation, and improve seamless integration into the overall common enterprise architecture of DoD.   As seen in the private sector, the modular organization can better operate independently, make rapid decisions, change direction, and yet take advantage of the entire spectrum of enterprise resources when needed.  Such a combined and empowered unit provides more variety and a more enjoyable and rewarding work experience.  Creating such organizations is easier said than done, and the following requirements are prerequisites to successful execution.

Disconnect Personnel from Platform/Job-Scope Lock-in.  Platforms become obsolete, people don’t.  DoD must emphasize the skill sets people need to exist in integrated organizations over a platform-centric view.   Skill set examples include training, test, experimentation, evaluation, program management, planning, integration, strategy, acquisition, and the whole gamut of warfighting skills.  Another critical aspect is fostering a Joint (Enterprise) perspective early on and employing it at the lowest organizational levels possible.

Transparent DoD Organizations must Readily Connect to the Network Architecture.  DoD Organizations must be transparent in the sense that their capabilities, organization structure, and ability to connect into the network architecture are known to all other organizations they may need to operate with.  The focus today is too platform- and weapons system-centric and needs to shift to a capabilities-based approach.  Perhaps even more important is an organization’s ability to connect to the network, clearly exchange information with universal communications protocols, accept appropriate tasking, and cooperate synergistically with other modules to achieve combat effects.  Organizations must make themselves “plug and play” and easy to employ so specialized liaison officers won't be required at every command post around the world to evangelize about unit X or platform Y.  These new types of organizations should have the characteristics of the information system that supports them—open, available, secure, and easy to use.


Foster Mission-Specific Teaming and Unit Level Joint Operations.  DoD must establish the mechanisms within administrative and operational commands to dynamically form teams and bring the best and brightest talent to bear on a given problem.  Joint operations and training must also receive a greater focus at the unit level (squadron/batallion) to encourage innovation and prepare for future NCW operations.  When assembling mission-specific teams, leaders must have true authority over the members, including the writing of performance evaluations.  A common DoD officer performance report would go a long way to making mission specific teaming and the joint world work better.  This topic will be discussed later in this report.  

Modular organizations and dynamic teaming describe how corporate America integrates on a small to medium scale, comparable to the individual command or unit level in DoD.  At a more global, large-scale level, corporations break down legacy stovepiped structures and integrated them into fully matrixed, networked organizations.  


Seam, Scale, and Accretion Problems.   As much of corporate America makes the leap from the industrial age to the information age, many organizations have found that their structures have significant problems with seams and scale.  Organizations historically divide tasks into parts and give each part to one branch of the organization.  These parts and branches give rise to the stovepipes or silos, and the interface between silos are the “seams.”  Seams become the root of integration challenges as neighboring stovepipes become more focused on a single objective, and as a result, they are extremely difficult to reengineer.  Industrial age organizations also have accretion problems with people, processes and systems.  Instead of scaling to larger sizes while maintaining small-unit agility, they tend to grow like a reef or suburban sprawl, becoming increasingly inflexible and defying the ability for any individual or group of individuals to change them.  

The SECDEF Corporate Fellows observed several examples of companies that had reorganized themselves to break down their stovepipes.  Boeing Integrated Defense Systems (IDS) reorganized in July 2002 from the merger of Boeing Space and Communications and Boeing Aircraft and Missile Companies.  Loss of the Joint Strike Fighter competition provided the imperative for change in an organization that relied too heavily on old practices and an old organization structure.  IDS is now a $23 billion business with 78,000 workers and capabilities in defense, intelligence, communications, and space, but the Boeing matrix adds a functional axis to drive common processes and systems across all business units.  The functional areas reduce tracnsaction costs while exploiting common processes and systems and providing resources for program execution.  

Sun Microsystems also recently reorganized from five separate business units or profit centers to a matrixed process and functional organization with a shared services layer.  In the old model each business set its own R&D, marketing, manufacturing, sales, support and business strategies and was charged with making money and winning in its respective market or technology area.  This structure worked fine while the technology sector was rapidly expanding, but resulted in lots of waste and redundancies.  Under the new model, the CEO's executive staff serves as both process and functional leaders ensuring an appropriate balance of power.   By emphasizing the process axis Sun has been able to cut out much of the duplication of effort that previously existed reducing SG&A (??) expenses by $1 billion from FY01 and significantly improving efficiency.


Drive Integration Throughout DoD Organizations.  The key observation and recommendation for DoD centers around the value of integrating the organization structures.  Stovepiped organizations lack lateral connectivity or coordination.  Matrixed organizations seek to achieve a balance where world-class process efficiency can marry up with the needs of the customer.  The challenge lies in how the organization resolves the natural tension that exists between two or more axes in a matrix for the greater good of the company.  Designing and implementing a well-integrated organization structure with clear lines of authority, accountability, and responsibility, and a unified sense of purpose is vital to being able to succeed in an environment where multiple bosses (objectives) must be met simultaneously.  Given the current economic pressures corporations are seeing a need for their organizations to be more aligned and integrated than ever before to wring out cost and inefficiencies, DoD has the same needs and would benefit from a similar focus on integration.

Focus the Organization Structure on Core Competencies.    Matrixed and networked organization work best when the axes of the matrix focus unambiguously on corporate core competencies.  A well-defined and integrated matrix focuses executive leadership attention on specific functional or product axes without reorganizing to meet each new priority.    This is a very powerful structure for transformation in a challenging economic environment.  The matrix structure provides every employee with a clear understanding of the organization vision and strategy and specifically how their role or function fits into the big picture.  Common goals and clear communications are the key.  

Create an Effective Shared Services Layer.  Corporations identify shared or common services to deliver across the enterprise more efficiently and effectively than would be possible within individual business units.  Shared services prevent confusion between core and non-core activities and focus the corporate more intently on its core.  Shared services typically include human resources, finance, information technology, logistics, and marketing.  DoD must do the same across the Services to ensure warfighters focus on core combat and integration functions rather than specialized support services that are not the core business.   DoD’s track record of creating independent solutions, processes, and systems to common problems is wasteful and inefficient and fails to take advantage of enterprise-wide architectures and systems that a widely available today.  

Incentivize Cooperative Behavior.  Corporations incentivize shared systems, processes, and information among their various services and divisions, and DoD can benefit in a similar way.  The current organizational structures, reporting relationships, and competition for resources between the Services rarely create an environment where the objective is to serve two bosses (Service and Joint for example) well.  Although healthy competition among the Services fosters innovation, better mechanisms to motivate cooperation should be adopted.  In the absence of such incentives, parochial, stovepiped behavior is no surprise.   

Avoid Scale and Seam Limitations.  The private sector understands the painful impact of unwittingly building scale and seam limits into organizations and processes, and this is unfortunately another familiar problem in DoD.  Corporate examples include organizations and systems created to support a limited number of products only to find that expansion becomes constrained by the very systems needed to support and grow the business.  Some systems, processes, and organizations also cannot scale down gracefully and create similar problems during transitions or challenging economic conditions.  The costs of incremental modifications to systems and organizational structures limited in scale are excessive and reengineering efforts are usually a disappointing compromise.

DoD should take a reverse engineering approach to avoid similar scale problems in its organizations and processes.  During the design phase, when an idea or process is still limited in size and scope, DoD should to ask how much bigger it would have to become before seams or scale limits would cause a drastic change in approach or re-engineering of the organization or process in design.   The answers to such questions asked early on will drive changes to avoid building in seam and scale limits.  

Address Shadow Groups.  “Shadow” groups develop in many corporate divisions that duplicate the functions that should be performed by another division or an ineffective shared service.  This occurs when one division wants to accomplish something but it can't get the resources or priority it needs for the project—a classic symption of poor integration and suboptimization.  As DoD integrates, it must remain aware of this problem and ensure shadow groups don’t form and duplicate old stovepiped behaviors.

Clarify DoD’s Matrix.  The figure below illustrates a conceptual matrix organization for DoD.
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In many respects, DoD’s current organization is already a loose matrix.  The major difference is that the above model clarifies the axes, defines the points of integration, and adds a layer of shared services to provide discipline, efficiency, and flexibility.  

Unified warfighting commands form the vertical axis.  They are joint by design, with the members permanently assigned to their services, but working in a joint combatant command—the analog of a private sector product line or industry.  Combatant commanders report primarily to the Secretary of Defense and the Chairman of the Joint Chiefs of Staff, but also dialogue continuously with Service Secretaries and Chiefs. 

The Services form the primary horizontal axis and contain all of the personnel and management reporting structures, as they do today, except they have fewer or no operational or warfighting missions.   

Joint Task Forces are the natural product of a joint command responding to a requirement or mission.  Task Forces could be large or small, include one or all Services or even agencies, and may exist for a short duration or an extended timeframe.  

Operational budgets would primarily exist for combatant commands (vertical axis), prioritized by needs for mission accomplishment.  Budgets for the services and agencies provide personnel, maintenance, training, professional development, systems, and supplies.  Combatant commands roll up the budgets and send them to DoD on an integrated basis. There is a double check of sorts by having the horizontal elements tracking their costs and combining all vertical components they make contact with.  A common, enterprise-level financial system streamlines the requirement for checks and balances.

Summary

Corporate America has demonstrated the ability to capitalize on a wide spectrum of efficiencies and rapidly change to meet the needs of a dynamically shifting economic environment through the use of modular open-system organizations, breaking down stovepipes, and integrating on all organizational scales.  Many similar advantages are available to DoD in both an operational and business context.   Modular, network centric, and dynamically formed forces will increase the speed of operations, the ability to scale, and seamless integration into the overall common enterprise architecture of DoD.  Regardless of how DoD is organized, coordination and integration across the organizational boundaries is essential to ensure people do not work in an informational vacuum and gain a combination of efficiency and effectiveness across the entire enterprise.  It's time to break down the silos and create an integrated structure focused on core compentencies.  Enterprise-wide DoD shared services are a great place to start, and this topic is one of five covered in the next section on processes.

PROCESSES

Processes map an organization’s conceptual and physical transformation of labor, materials, and information to deliver strategic value.  Process improvement may be incremental or involve a complete redesign.  As corporations invest billions of dollars and enormous time in process improvement, business systems, and quality and performance improvement initiatives, the guiding metric is the impact these investments have on the bottom line.  This is a real challenge for DoD because DoD has no bottom line expressed in terms of profit and loss.   Consequently, the Services have no quantitative way to measure how poor quality or poor processes decrease readiness, decrease performance, or raise costs and therefore deprive the military of combat capability.

There are many different business frameworks, systems, and measurement methodologies used for process improvement, some of which are inconsistent with each other.  It is a challenge just to select the right methodology to improve a deficient process.  None-the-less, private sector experience shows that process improvement continues to thrive because it adds value.  Methodologies furnish managers with a variety of lenses through which they examine processes and assess relative value-added within their organizations.  

Process concerns the execution of strategy, not the creation of strategy.  Value creation provides the incentive for process analysis and focused execution.  Winning processes and systems in this year’s corporations enhanced execution priorities and timing and reduced costs so as to increase efficiency with no impact on effectiveness.  

The following recommendations address five process areas – process improvement, shared services, enterprise architectures, value creation, and fiscal practices.  These areas support DoD priorities and enhance the efficiency and effectiveness of the Services.  The Services must embrace process improvement, identify best practices, transfer them effectively, and innovate to create totally new processes when incremental improvement isn’t appropriate.  Additionally, DoD must invest in the business systems and services that will allow the Services to institutionalize and improve processes that create the most value.

Process Improvement

DoD process improvement is malnourished.  DoD requires a structured approach for both continuous improvement and process redesign.  Continuous improvement changes processes incrementally to relieve specific symptoms of problems, while redesign involves huge jumps and zero-based process reengineering.  The key to process improvement is recognizing which approach is appropriate for the given situation.  Successful corporations have the tools to do both and know when to use them.  Process redesign gets the organization on the right track, while continuous improvement looks ahead and smooths the bumps in the road.

The military has embraced a variety of process improvement methods throughout its history.  From time and motion studies and the principles of statistical quality control to the modern process improvement methods, the Services have participated in varying degrees.  Total Quality Leadership (TQL) and Total Quality Management (TQM) were arguably implemented incorrectly during a time of downsizing, base closure, and a quadrennial review.  As a result, quality and process improvement have been limited to some depots and other maintenance functions—a very narrow technical slice of the military.  There is also a split in the Service’s senior ranks between those who embrace process improvement and those who discarded the concept as a result of the disasterous TQL/TQM experience.  

Today, DoD’s most senior leadership is driving huge organizational change aimed at strategic objectives which cut across form, function, and process.  Whereas TQL/TQM is good for marginal improvements and relies on front-line employees to develop operations-level solutions, it is not appropriate for the kind of leapfrog transformation being led from the Pentagon.  As DoD implements each major new change and creates new processes, the Services must apply a combination of incremental and reengineering methods to drive further improvement.

Private sector experience suggests that process and quality improvement programs have a place in both operational and administrative military environments.  Six Sigma programs have dramatically improved quality in manufacturing industries.  Service firms—and service functions within every sector—use process and quality improvement to boost performance.  All of this year’s SDCFP corporations employ no-frills quality/process improvement management systems, and they attribute strong performance, growth, financial savings, cost avoidance, and improved cash flow to these programs.  Critical to success is the control measures and incentives that promote performance congruent with company goals.  As a result, corporations achieve exceptionally high customer satisfaction ratings, contract awards, and new business as a result of their ability to correct both administrative and operational process weaknesses and discover opportunities to increase value to their customers.

The requirement for process improvement in DoD is as clear as the private sector’s success in using these tools.  DoD simply cannot afford to raise a new generation of warfighters without equipping them with a set of process-thinking tools to fix problems and continuously improve our capabilities.  Failing to provide a disciplined approach to process improvement will inevitably and adversely impact operational readiness at every level of the military.

There is no one-size-fits all for process improvement.  Whether it’s Six Sigma, Lean, ISO standards, Right First Time, Process Excellence, best-practice benchmarking, etc…, successful process improvement creates sustained superior performance.  It clarifies integration tasks and delivers strategic value to market in every division of a corporation, and there are numerous tools customized to specific functional areas.

The military faces several basic hurdles.  First no one Service is best at everything it does.  Second, there is a constant need to search for good, promising, practical, and even best practices.  Third, once found, the best processes need to be captured, transferred, and adopted throughout the Department.  Lastly, process improvement must be integrated throughout the organization and supported by top leadership.  TQL/TQM lacked leadership support and was not integrated, resulting in “Quality Departments” which fell well short of improving quality.  Successful process improvement programs overcome these obstacles in a disciplined way.

Other obstacles to process improvement include a hesitancy to change too much too soon, the misconception that changing just one functional area in a dysfunctional organization will solve everything, or the desire to leapfrog to the perfect organization.  In any case, the menace is the tendency to contemplate quality/process improvement too much rather than simply doing it.  In that sense, doing it doesn’t mean creating a “Process Improvement Department.”  Leadership cannot delegate process improvement, but must institutionalize appropriate tools through all ranks and apply them to the right situations, whether incremental improvement or process redesign.

The benefit of process improvement programs continues to grow in the private sector, demonstrating profound improvements in top-ranked companies across the globe.  The off-the-floor and from-the-field successes are too significant to ignore.  The Services must learn practical approaches towards process improvement from the commercial world and avoid a repeat of the counterproductive effects of the TQL movement.  That said, incentives and control measures, commitment, timing, and training are crucial to proper implementation.  The return on investment will be more efficient and effective combat power.

Shared Services

Senior executives of world class corporations continually drive process improvement and seek new ways to make their corporations more efficient.  Many corporations have adopted the concept of shared services as a method to eliminate duplication and increase efficiency.  Services such as human resources, information technology, real estate management, security, and supply chain management are centralized to provide support throughout the organization.  Such practice improves service, reduces operating costs, and contributes to higher profit margins.      

As DoD transforms, it should adopt shared services models from commercial leaders.  For the Defense Department to successfully transition to shared services, senior officials must support the concept and empower people to institutionalize the processes throughout the department.  Because shared services are not core competencies and are standardized across many different business segments, DoD stands to reap the same customer service and efficiency gains that the private sector does.  Additional tangible benefits include an increase in levels of awareness for joint warfare, integration, and interoperability among the Services.  The single technical challenge to DoD shared services is that DoD has more personnel by a factor of about four than any single corporation.  None-the-less, there are no inherent technical reasons to avoid shared service consolidation.  Real estate management, information technology, human resources, transportation, military housing, and exchange services have sufficient commonality across the Services to be consolidated into shared service providers.          

Real Estate (Military Bases) Management.  DoD does not maximize the economic use of its resources—particularly its real estate.  Military bases and stations are presently aligned by Service – Army, Navy, Marine Corps, and Air Force.  At some point in the past, the concept of Service-specific installations may have been practical or efficient, but this is not the case today. In contrast, corporations manage resources in such a way as to leverage the best economic use and to produce maximum benefits from these expensive and high operating cost capital assets.  This meticulous approach to economy of management is central to the cost of doing business and the return on investment.  

 As DoD continues to emphasize jointness and interoperability among the Services, it must reconsider the current protocol for real estate management.  The Defense Department should realign existing military installations to be joint DoD military bases.  Joint DoD military bases would cut costs, formalize joint/multi-use of real estate, improve collaboration between military units, enhance planning for joint training exercises and operations among the Services, and eliminate the parochial views on existing multi-use service-specific bases.  

Information Technology (IT).  DoD should follow the example of global corporations to leverage technological efficiencies.  Corporations view information technology as a key component of corporate strategy. Companies use technology as an enabler to either create efficiencies or make process improvements such as web-based access to shared services like enterprise resource planning systems, customer relationship management, supply chain management and corporate e-mail.  Information technology as a shared service standardizes architecture, better controls resources, increases buying power and leverage, and provides quick, consistent information across the enterprise.  Currently, each Service has a unique, customized information technology infrastructure which imposes limits and restrictions throughout the organization.  DoD should eliminate the redundancy of Service-unique and needlessly customized information technology systems through a single shared IT service.

Human Resources (HR) Support.  Corporate HR is the critical business unit that continually searches for methods to provide quality service and increase employee satisfaction.  Many corporations aggressively centralize human resources functions into a shared service to improve support and to retain a quality workforce.  The Defense Department has human resources functions identical to corporate America, but there is little effort to transition to a shared service, eliminate duplication, or improve processes.  The Department’s personnel management systems, health care systems, and financial systems are a few of the many services that should be centralized into a shared service. 
Health Care.  Health care is among the most widely used benefits for service members and their families, but the DoD’s three health care systems have inefficiencies and significant duplication.  The current healthcare systems are Service-specific and are separate and distinct from each other.  These distinctions present significant challenges for both Service members and their families because the systems are not connected through a shared technology network, and the Services have customized medical records to such a degree that is very difficult to receive timely and quality health care.  Three unique hospital systems and three unique training programs (Army, Navy and Air Force) are two examples of redundancy.  Service-specific medical requirements also create inefficiencies.  An Army doctor can’t sign a Marine’s overseas screening documents and Navy doctor can’t perform a flight physical on an Air Force pilot without first becoming familiar with volumes of medical policy.  The Defense Department should realign hospitals to be DoD hospitals, centralize medical training, establish uniform medical standards, and thereby centralize health care to a shared DoD-wide service.

Personnel Management.  The Defense Department should consolidate the four Service’s personnel management systems under one personnel management organization.  This centralization would not preclude the Services from making decisions on personnel or accessing official records, but would require use of the same technology systems.  By using the same technology, service members would have authorized access to records from any military facility.  A single, shared service concept would also allow the Services to consolidate financial resources and simultaneously move toward wed-based self-service tools to support all Service members.  An example of inefficiency in personnel management is that two of the four Services have transitioned to web-based orders.  Although some Services are further along than others, all have made process improvements in personnel management.  A centralized personnel management organization, using a shared service business model, would be far more efficient than the current decentralized, service-specific personnel management systems.     

Finance.  DoD has made significant process improvements in certain areas of finance.  The Defense Finance and Accounting System (DFAS) and its affiliated financial centers have advanced wed-based tools that allow individuals to view and modify certain personal financial information such as leave and earnings statements, Thrift Savings Plan participation, dependent information, etc…  World-class organizations eliminate duplication in financial systems and adopt a lean approach towards the associated sub-systems.  The Defense Department should continue to improve finance services and expand its web-based tools, particularly for travel voucher processing and government credit card management.  Barring a few changes, travel vouchers are processed today as they were nearly 30 years ago.  Technology is available to allow travel vouchers to be completed online DoD-wide, but members must frequently either fax or mail vouchers to financial centers for final settlement.  Requiring Service members to register their government credit card account with their parent organization and restricting use of the card to temporary (rather than permanent) travel are two additional problems shared financial services can easily solve.  There is no excuse to postpone consolidating DoD financial services.                        
Military Housing.  The DoD should centralize its four housing agencies into a shared service to provide uniform support throughout the Department.  A single DoD housing agency operating under a central housing authority would eliminate duplication and improve service.  The four existing housing agencies are not interoperable.  Data transactions for the housing allowance cannot be processed into DFAS on members from each Service, and this inefficiency requires certain Service members to in- and out-process at two separate housing agencies.  The Public Private Venture (PPV) program is moving forward with increasing the availability of adequate housing, but efficient access and process improvements remains a top concern.  Personnel eligible for government housing should be able to complete all necessary documents at one agency.  Applications for government housing should be available and completed online without physically visiting a housing office.

Transportation.  Housing inefficiencies also exist in transportation.  The DoD should centralize Service-centric transportation agencies into a shared service.  The existing transportation agencies have the same functional mission:  Personal property (household goods) shipments, passenger travel and transportation, and freight operation services.  These agencies use the same government forms and are governed by the same regulations – the Defense Transportation Regulation (DTR) and the Joint Federal Travel Regulation (JFTR).  In some cases, two service transportation offices are colocated on the same military base within close proximity, requiring Service members to in- and out-process at each.  Once again, personnel eligible for transportation should be able to complete all necessary documents at one transportation agency or on-line.  They should be able to view updates for household good shipments on-line.  Individuals should be able to make shipping and travel reservations on-line using their government travel credit card.    

 Military Retail Services.  Many active duty and retired military personnel have specifically decided to shop on the local economy rather than at their military exchange or commissary.  Surveys reveal poor selection and quality of merchandise coupled with higher prices as leading factors in the decision to shop off-base.  The DoD must consolidate its three exchange services under one retail agency to improve service, streamline its supplier base, leverage purchasing power, and possibly compete with local retailers.  The centralization of commissaries could be used as a business model.  Despite strong objections from certain members of Congress and senior military officials, DoD established a Department of Defense Commissary Agency (DeCA) with a Marketing and Business Unit (MBU) at Ft. Lee, Virginia in October 1991.  The MBU manages all military commissary stores throughout the world and has significantly increased service and customer satisfaction, though it still significantly lags the private sector.  Although the exchange services do not receive congressional appropriations, the DoD should consolidate them and require service and efficiency improvements or consider outsourcing or closing them.

Prominent businesses in corporate America are more open to change and actively pursue methods to reduce operating expenses and improve efficiency.  It is essential that DoD continue to move forward with transformation.  It should first exploit organic knowledge and skills and empower people to institutionalize innovative concepts and process improvements throughout its subordinate departments and agencies.  If the situation dictates, DoD should also look outwardly to capitalize on business models used in enterprises throughout corporate America.  The centralization of common services into a shared service has passed the test of time in a variety of private sector businesses.  The Defense Department must realign and optimize the use of its military bases and stations, eliminate duplication, search for methods to improve service, and bring value to its customers.  Support for these initiatives must come from the top.  Senior DoD officials must support shared services from the outset, and empower people to manage the process.  These officials must lead the efforts, establish milestones, and remain engaged until processes are institutionalized throughout DoD—“Just do it!” 

Enforcing Enterprise Architectures

Cutting-edge business processes and technology solve real world business problems, and the corporate world is years ahead of DoD in its use of IT and methods for architecting solutions.  The private sector has rapidly harnessed advancing technology and used it to accelerate their growth, especially in the area of enterprise standards, architectures, and systems.

As companies face the challenges of the current economic environment, they seek to make even better use of their organization structure, business processes, and information systems to increase efficiency, reduce cost and complexity, increase margins, and provide better access to consistent data and applications.  Compared to the height of the dot.com bubble, this year was a much better year to observe the private sector because every Process Improvement and IT dollar spent today had to be justified by a significant and near term return on investment (ROI).  Each sponsoring company viewed IT as a strategic resource to enhance the people, process, and organizational challenges that drive the success of their business.  The significance of enterprise standards, architectures, and systems to DoD was best summed up by VADM (ret) Art Cebrowski, Director of the Office of Force Transformation,  “If you are not interoperable, you are not on the net, not contributing, not benefitting and you are… not part of the information age.”
Standards, architectures, and systems that span the enterprise are a prerequisite to achieving and maintaining interoperability.  There is no magic wand that connects IT systems and business processes and make them interoperable.  The Winchester Mystery House in San Jose offers an interesting analogy of a large, complex project launched without an architect, blueprints, or standards.  Employing 22 carpenters around the clock for 36 years, the house has countless staircases that lead nowhere, a blind chimney that stops short of the ceiling, closets that open to blank walls, and doors that open to steep drops.  Today's legacy software systems in both the private and public sectors were built in much the same manner with similar results.  There is a better way.   

Enterprise Architectures.  Enterprise architectures are an IT management best practice, but they also apply to organization and process issues in a context broader than IT.  An enterprise architecture provides a clear, all-encompassing picture of the organization, missions, and functions that cut across the many components of a company.  The architecture typically includes “as is” views of the enterprise’s current operational and technical environment as well as its “to be” target environment and capital investment roadmaps for moving from the current to the target environment.  A properly managed enterprise architecture helps clarify and optimize the relationships among an organization's business operations, IT infrastructure, and the supporting applications.  When combined with processes to control institutional IT investments, enterprise architectures greatly increase the chances that an organization's operations and IT environment will be configured to optimize mission performance.

Enterprise Wide Systems.  Recognizing the critical value of accurate shared data, world-class organizations have implemented systems like Enterprise Resource Planning (ERP), Supply Chain Management (SCM), Customer Relationship Management (CRM), instant messaging, employee/customer/supplier portals, and on-line collaboration tools to tie their business together and eliminate costly, redundant, and inefficient legacy systems. Sun Microsystems replaced over 40 instances of legacy transactional and supporting financial systems with one integrated, global ERP.  The payback from such integration includes measurable improvements in bottom and top line functionality, as well as more qualitative measures such as the ability to assess new business opportunities, improve partner and customer relations, and reduce new product time to market.  Enterprise systems improve new business processes and streamline existing ones since changes take place once in a single integrated system instead of hundreds of times (or not at all) in separate systems.  A well-architected and implemented enterprise system saves in software integration costs, promotes cross-functional operations, and facilitates e-commerce connections with key partners and customers.  As DoD moves towards Network Centric Operations, it will clearly reap the same benefits.

DoD's Track Record.  The Government Accounting Office's (GAO’s) analysis of federal agencies shows that major modernization efforts without a well-defined and enforceable enterprise architecture yields redundant, non-interoperable, costly, suboptimal, and low accountability systems.
  A May 17, 2001, GAO report revealed that DoD lacked an enterprise architecture for financial management business operations and did not have the process controls and management structure in place to develop and implement one.  DoD planned to spend billions on new and modified business systems that would function independently from one another and outside the context of an enterprise architecture.  The current structure includes over 1,700 disparate accounting, acquisition, finance, logistics, and personnel systems to support operations and management decision making, and these systems have an annual operations and maintenance cost of $18 billion.   In the GAO's opinion, DoD’s serious financial management and related business systems problems are due to a lack of coherent information needed to make sound decisions with impact ranging from inefficient operations to easy fraud, waste, and abuse.

Another GAO report from June 2002 continues along the same lines to show that DoD allows its component organizations to make independent investment decisions, using different methodology and criteria.  The report states that deeply embedded cultural resistance to change, specifically military service parochialism, stovepiped operations, and an aversion to more unified decision-making process puts the development and implementation of a successful enterprise architecture at substantial risk.  The report also cited DoD's lack of results-oriented goals, performance measures, and inadequate incentives as significant additional factors.

DoD is well aware of its past track record and the Secretary of Defense has specifically identified financial management operations as one of the top ten improvement priorities.  DoD recently began an ambitious one year plan to develop a department-wide enterprise architecture to guide and constrain its business systems modernization.  DoD is capturing key data from the “as is” architecture of over 1,700 business systems, and the DoD Comptroller is now the review and approval authority for IT investments that meet a certain criteria.  Various enterprise wide systems are also being investigated and pursued.  While the GAO acknowledges that DoD is on the right path, it expressed concern over whether DoD is doing it the right way.
  While financial management is the clear priority, DoD's efforts to date appear to be too finance oriented and may require a more holistic, business-level view to leverage the benefits that an enterprise-wide approach provides.  

Focus On End-To-End System Architectures.  Given the requirements for seamless interoperability across the full spectrum of operations, communications, planning, finance, and acquisition, DoD must take an enterprise-level (i.e. whole DoD) approach from the outset.  DoD software development, implementation, testing, and life cycle maintenance is increasingly complex for both tactical and administrative systems just like it is in the private sector.  The most successful solutions to this problem require effort up front to develop end-to-end architectures built on open standards for all systems and processes.   This is not just a matter of using commercial off the shelf (COTS) solutions.  DoD processes and systems must integrate horizontally so they plug into common architecture, interact, and share data with each other.  Enterprise architectures also ensure that independent but complaint systems can easily interconnect when they need to.

Implement Governance And Processes To Prioritize And Oversee Investments.  To develop, implement, and enforce architecture and standards compliance, DoD must establish an IT governance organization and a system of effective processes and controls.  A strong DoD Governance structure ensures ownership and accountability for the architecture by senior leadership and beats down the inordinate drive of the Services to customize every solution and system or change directions with a rotation of personnel.  Faced with similar challenges, Sun Microsystems established a Business Systems Council comprising the company's senior executives to identify requirements across the business units, prioritize, develop integrated roadmaps, and monitor the fielding of systems.  It is important to keep in mind that the business (Line) and not the IT organization (Staff) makes these decisions at Sun.  

The requirement for a DoD IT Governance body reiterates the need to eliminate redundant IT infrastructure among the different branches and view IT as a DoD shared service.  This shared service must also have control of the budget resources in order to ensure investments are consistent with the enterprise architecture development effort, to take advantage of increased leverage and buying power, and to comply with proven investment management practices.  

Adopt Industry-Accepted Open Standards.  One of the most pervasive IT threats companies face is locking themselves into proprietary solutions that lack the ability to interface with other systems without costly and complex customization.  Open standards are exceptionally important in IT to ensure that current decisions do not preclude different choices a year or two or more down the road.   Open standards committees develop conventions enabling different programs to work together and the means to ensure that they actually do via a process, experiment, or set of tests.  Open standards allow companies to choose among competing vendors and without being locked into any one of them.  DoD should fully participate in IT open standard organizations and require all IT acquisitions comply with such conventions to ensure future flexibility. 

Implement Enterprise-Wide Application Solutions.  DoD can reap immediate benefits by implementing certain applications across the entire enterprise.  These applications should be delivered as web services to a common DoD portal environment.  The applications should be user-friendly and facilitate self-service to allow end users to access information directly with far fewer support personnel than exist in the organization today.  DoD must map its processes to commercially available systems without customizing.  DoD is simply not as different as it thinks it is in many functional areas, and costly customization causes all the negative qualities of stovepiped systems discussed earlier.  DoD should also look ahead with respect to enterprise systems to consider what data and functionality will be needed during transformation.  Examples include:

Financial Management.  DoD has already has a partially integrated finance and accounting system and is developing a Financial Management Enterprise Architecture and Modernization Program.  Auditable financial statements and consistent measures of performance are absolutely essential to DoD's fiscal reform efforts.    As addressed earlier, reducing the number of financial reporting systems produces more credible and accurate information and is a significant priority for DoD.    Enterprise Resource Planning financial systems are the corporate world's preferred method to consolidate and reduce such systems.   Many companies have been able to use their ERP system to implement a single world-wide ledger populated with data directly from its source in near real time and untouched by management.  DoD currently has too many versions of the same data and a DoD Financial ERP system would create a single version of “the truth.”  The scope and capability of ERP financial systems has evolved beyond traditional transaction processing to deliver real time performance metrics and analysis directly to CEO and CFO desktops.  Consistent and validated information will give DoD a much better handle on it's fiscal execution, identify areas requiring improvement, and earmark resources for continued transformation.

Supply Chain/Logistics Management.  DoD should implement an enterprise-wide logistics systems to facilitate contracting, acquisition, and interservice visibility of munitions, spare parts, combat materials, etc… throughout the entire supply chain.  The Joint Staff and Services currently use legacy systems designed for specific, narrowly-defined processes.  Later, they customized COTS systems to fit the legacy, established processes.  Despite the emphasis on joint warfare and interoperability, the Services continue to fund technology systems unique to their respective service.  Supply Chain Management (SCM) systems such as those implemented at Southern Company offer better visibility into inventory systems and support for new business processes such as supplier managed inventory, multi-site logistics, and new budgeting and acquisition processes.   Supplier registration databases, portals and dynamic on-line bidding for contracts leverage corporate enterprise systems and architecture to improve business and reduce costs.

One Common DoD Human Resources Management System (HRMS).   Each service and agency currently has its own HR system (or several systems) despite the fact that each has the similar basic information and procedural needs.  Joint warfighting requires seamless sharing of personnel information across DoD.  Every sponsor corporation, the largest having over 300,000 employees, had implemented some version of an HR ERP system and all commented that the systems were very powerful and used extensively.  Such an enterprise system could gain some quick wins for DoD.  A DoD Human Resources ERP could standardize the following across the Services:

· Personnel Records Management

· Common Evaluation (mentoring/counseling) System

· Pay

· Benefits (medical, dental, leave, retirement, insurance, etc.)

· Self-service HR (to access/customize benefits and obtain information)

· Personnel Assignment Process (billet lists, orders generation, etc.)

· Travel planning and payment system (TDY and PCS )

· Promotion/Advancement

· Training/Skills

· Identity – DoD Common Access Card

Such an ERP would deliver key HR information to leaders’ desktops including retention, attrition, promotion, skills gap analysis, headcount, and cost analysis.  Self-service applications provide leaders with access to reports, performance indicators, and personnel information.

Messaging.  Communication is more critical than ever during periods of change and transformation, but DoD fails to exploit the rapid technological advances in this area.  Messaging includes e-mail, instant messaging, voice mail, voice over IP, fax, and a range of media and collaboration tools.  All must be interoperable, simple, and secure.  Through industry-accepted open standard architectures, DoD can use heterogeneous systems and expect them to communicate with one another. Additionally, a single identiification system for all of DoD would greatly improve the ability to utilize new tools to connect and communicate.  As this technology rapidly advances, DoD needs to ensure an identification system is included in its enterprise approach. 

Mobility & Security - Maximize Benefits Of DoD Common Access Card (CAC).  Many people associate mobility with wireless communications, but there is much more.  There are mobile workers as well as mobile devices (wired and wireless).  Enabling the mobility while simultaneously enhancing the productivity of the workforce is one of the ways the private sector leverages technology across the enterprise.  In the global marketplace, knowledge workers who can access secure, monitored, backed-up, professionally maintained data from anywhere at any time on any device have the competitive advantage.  DoD has the same requirements for network centric warfare in a context where service members are required to be more unpredictably mobile than any private sector corporation.  Deployments, temporary duty travel, and frequent permanent changes of station drive unparalleled military workforce mobility.  Regardless of where they are, service members should be able to securely access more than just their email, and their data should follow them when they deploy or change stations.  This technology is available today.

DoD has the potential for an extremely powerful enterprise-wide system with the CAC card, but while almost 2.5 million cards have been issued to date, very few of its capabilities are in use.  The DoD CAC card could be used to identify and authenticate users and provide them access to their data and applications.  It can be the member’s digital identity and signature through PKI certification and control physical access including tracking of who is on a base, on board a ship or aircraft, or inside a building such as the Pentagon.  DoD talks a lot about security and has a wide range of programs in place to ensure our national security, but DoD has failed to integrate the many separate security systems and link physical and cyber security.    

Control And Consolidate IT Resources.  The IT bandwagon of the 80's and 90's included a flurry of expansion of hardware, applications, and IT personnel inserted into vertical lines of business (LOB) and duplicated between adjacent LOB’s at great cost.  Many companies now have IT sprawl and accretion problems as they find their hardware is underutilized (15 percent utilization for the average server) and their applications are unscalable.  The mess of customized legacy systems are not integrated and lack a common data source, and IT personnel spend the vast majority of their time and money on basic maintenance.  Leading corporate IT departments understand the high cost and complexity of accreted systems and consolidate end of life legacy systems an IT best practice.  

Thin client technology is one attractive consolidation model.  Sun Microsystems replaced all desktop computers with small appliances connected to a server.  The networked server hosts all of a user’s information and can be universally accessed around the globe using a Java card, identical to the DoD CAC.  Instead of upgrading all the corporate desktop computers every 2-3 years at great expense, Sun now must update only a few servers, which can be scaled to run near 100% utilization or alternatively provide as much reserve computation power as desired to anyone on the network.  This architecture would offer DoD unparalleled mobility with security and power at reduced cost.  Further, as DoD adopts shared services it must seek similar opportunities to streamline operations, reduce costs, and outsource non-core IT functions.  As critical as information systems are to corporations, many corporations, including Sun Microsystems, have decided to outsource network operations and management to leverage their benefits at reduced cost.

Implement A Common DoD-Wide Portal.  DoD lags the private sector in using portal technology.  Portals securely deliver the right content or service to the right person or system at the right time.  Properly implemented, they reduce costs and improve operational efficiency over isolated web pages and web-based applications.  One sponsor company replaced 56 different web pages with a common infrastructure and 2 instances of a portal (one internal and one external for security reasons), reducing operating costs by $10 million. The company also maximized content and application re-use, provided a single user registry and sign-on instead of separate sign-on and password for each application, and a common architecture for internal and external services with greatly reduced integration costs.  Each service does not need its own portals and web pages.  A common DoD portal architecture would easily suffice, replacing the thousands of web sites existing today with three portals:  unclassified, classified, and public facing.  The focus of military IT personnel would be content rather than web site maintenance, and they could deliver content based on the needs, rights, and access of each member.   Users could access their information and applications through the portal using any browser-enabled device.  

Implementation Strategy.  A “big bang” approach to implementing enterprise wide systems simultaneously across DoD cannot work due to the size, complexity, and cultural issues.  At the same time, DoD must avoid the stagnation and cost of “analysis paralysis.”  DoD should aggressively pursue scaled down but gradually phased implementations that eliminate redundant back-office systems and reporting requirements replace then with systems compliant with a common enterprise-wide architecture.  Feasibility prototyping may sometimes be necessary and employed when needed.  A scalable system architecture is the critical feature since DoD will be the largest implementation of any enterprise-wide system in terms of numbers of employees and geographic distribution.  It should also be expected that it would take more time to fully implement, but as long as separate system instances remain compliant to the architecture, they will interoperate when the time comes to connect them.  Although the timeline should be compressed to accomplish as much as possible within the bounds of a single administration, DoD should avoid a schedule driven strategy that bypasses keys to success such as architecture and project compliance reviews.  Communication of the architecture and program leadership is critical to success.  

Summary
Enterprise architectures, standards, and systems are an industry best practice for designing, fielding, and sustaining consistent and reliable information systems.  DoD should exploit corporate America’s experience by adopting open standards and developing end-to-end integrated architectures.  Integrated enterprise solutions present a single, clear picture and drive better decisions.

Creating Value

Many companies focus on delivering the most value to their customers through specific lean practices that identify and eliminate inefficiency in organizations and processes.  This concept is not new.  The Toyota Motor Company is credited with developing and successfully implementing lean practices beginning in the 1930s.  The approach recognized that customers placed value on both cost and quality, and they sought customer input to further define product value.  Toyota then focused on creating and delivering this value in the most efficient and cost effective manner.  Out of competitive necessity, the U.S. and Europe studied and adopted lean methods in the 1980s and 1990s, but initial efforts to produce Toyota-like results were hampered by a piecemeal implementation of individual practices.  

In 1994, the U.S. Air Force collaborated with leading companies in the aerospace defense industry and the Massachusetts Institute of Technology to identify and implement lean principles and practices in the military acquisition, development, and production process.  The first 3-year phase identified many powerful practices and principles but failed to address how to actually implement them.  In addition, the study narrowly focused on processes in the defense aerospace industry and did not implement lean principles as a holistic process—one that permeates every element of the organization and extends forward to the customer and backward into its supply chain.   Though the outcome was extremely useful and follow-on efforts extended the research, it fell short of an enterprise-wide implementation of lean practices.  

Lean enterprise is a business organization that delivers value to its stakeholders with little or no superfluous consumption of resources—materials, human capital, time, physical plant, equipment, information, or energy.  The lean paradigm is based on six strategic concepts:

1. Customer value and the value stream

2. Minimizing waste and continuous improvement

3. Flow and pull

4. Near-perfect quality

5. Horizontal organization focus, and

6. Relationships based on mutual trust and commitment

Implementing these strategic concepts has far reaching results, but the key element is the importance of institutionalizing the overall strategy.  Merely working on the process side without doing anything to change the people in the organization would yield only marginal improvement.  Once employees focus on eliminating waste and understand value from the customer perspective, improved productivity, cycle time, quality, and efficiency naturally result.

Several sponsor corporations are committed to lean enterprise initiatives.  Southern Company makes customer value a top priority and its Supply Chain Management organization recently adopted a new mission and guiding principles all focused on generating value.  A key element is that the focus spans from supplier to employee to customer.   Similarly, Pfizer has a vision of being the world’s most valued company and strives to maximize value to patients, customers, colleagues (employees), investors, partners and communities.  Again, the universal focus and desire to increase value across the spectrum is critical.  Lean enterprise is a core competency of The Boeing Company where it permeates all business units and processes.  Boeing emphasizes value throughout the production cycle and across all constituents, and a key aspect is that it encompasses all processes, not just production.  Boeing implements lean engineering principles in concept development, design, production, operation, support, and training to maximize efficiency and effectiveness.  Detailed customer knowledge and focus insures complete understanding of what constitutes customer value, while product design and fabrication methods incorporate lean processes to eliminate waste.  Boeing considers suppliers as key partners in providing value to customers and helps them incorporate lean processes to further extend the value stream.  By taking this approach, Boeing exploits lean principles throughout the product life cycle and provides best value solutions to its customers. 

Lean In DoD.  In DoD, the nature of the business complicates the ability to measure and maximize the value to the customer.  The lack of profit-driven, financially supported metrics and true customers in the business sense, where the purchaser receives the direct product or service, complicates measurements of value which drive improvement.  While these facts place DoD in a different context, they are not essential to achieving the overall goal of refining processes and increasing value.  As long as leaders can define intermediate-level internal or external customers, develop relevant performance metrics, and have access to clear financial information, they can focus subordinates on targets for improvement.  Possible areas range from daily unit-level activities to service-wide functions.  Supervisors and unit commanders must be trained to look critically at processes and define why they are important to unit goals.  Unnecessary tasks that do not contribute to the value stream should be eliminated to allow greater effort on other core functions.  Similarly, subordinates should be encouraged to identify more effective or efficient ways to accomplish tasks since they are most familiar with them.  This requires a change to the traditional military culture where subordinates are accustomed to acting without question.

At a higher level, the DoD acquisition system is a prime target for adoption of lean principles.  The long, inflexible acquisition cycle destroys value in an organization that expects systems with cutting-edge technology.  In many cases, commercially available capabilities eclipse military systems by the time they are fielded.  According to the Secretary of the Air Force, foreign nations are able to buy American-made aircraft up to four times faster than the Air Force.  At times, the Services are their own worst enemies in this process.  The traditional desire for revolutionary capability over incremental advances coupled with fewer incentives for business to focus on research and development unacceptably lengthens the acquisition timeline.  Compliance-driven accounting also trumps capability-driven value in the quasi-free market world of defense contracting.

Spiral Development.  The problem of long acquisition timelines must be worked across all elements of the acquisition process.  One solution is to continue using spiral development to reduce risk associated with developing and maturing technologies, thereby minimizing potential for schedule slips.  By accepting a programmed incremental approach, highly capable new systems can be fielded much sooner than before and operators can test and develop concept of operations that could impact capabilities of future spirals.  Spiral development is working well for the USAF/DARPA X-45A Unmanned Combat Aerial Vehicle as specified program objectives have been achieved within cost and schedule goals.  If the program continues on schedule, it will succeed in providing potentially transformational capability for the military in less than half the time of a typical aircraft program.  While spiral development seems ideally suited for new technology programs, it is yet to be determined whether it will be good for the defense industry overall as some companies may be locked out of a particular market by long-term spiral development contracts.  It seems nonetheless clear that providing warfighters with new capability quicker than current processes can deliver is highly attractive.

Contract For “Best Value.”  A second method to improve the acquisition process and create more value is to contract for “best value” rather than lowest cost.  Since development and procurement costs generally account for only a small percentage of the total system life-cycle cost, purchasing based on lowest initial cost is potentially disasterous over the life of a program.  Life-cycle cost is a much more relevant metric and should be the most important consideration for new programs.  This requires program managers to define requirements and influence design with total system cost in mind.  It does not imply system performance is not important, but system requirements must be defined with knowledge of the impact on life-cycle costs.  In addition, support, maintenance, and training requirements must be specified in the design stage to ensure appropriate consideration.  Finally, contracts must include required performance metrics.  Only in this manner is it possible to achieve a best value solution.  

Funding Advanced Concept Technology Demonstrations (ACTDs).  The shift from a requirements pull environment to one of technology push also adds a different dynamic to acquisition.  The rapid pace of technological innovation makes it impractical to define requirements in many instances.  Consequently, commercial industry often develops product offerings before a requirement has been identified.  In some cases, these technologies lead to fast-paced ACTDs.  Unfortunately, the PPBS budget POM cycle funding method is not responsive enough in these instances and funding often comes from existing programs.  When this happens, there is a serious cost and schedule impact on the affected program.  Alternatively, if OSD funded ACTD opportunities by increasing total obligation authority for the affected service, the system would be more responsive and less detrimental to ongoing programs.

Lean Logistics.  Supply chain and logistics functions are another specific area where lean principles could greatly benefit DoD.  By leveraging cutting edge inventory control measures enabled by information technology and a world-wide supplier network,  DoD could implement just-in-time inventory practices and increase value in the process.  Reducing capital costs and physical inventory would free up dollars for other priority programs.  By utilizing long-term performance-based contracts, DoD could provide necessary incentive for contractors to invest in more efficient solutions.  These contracts eliminate the need for detailed cost data and structure payment based on meeting meaningful and measurable technical progress and schedule commitments. 

Reforming Financial Management

A key aspect of process improvement and value creation is the ability to perform efficiently and effectively within the limits of available funds.  For an organization to determine whether it’s meeting specifications of performance, it must be able to interpret its actions and decisions in financial terms.  Fellows in every corporation observed strong employee and management responses to clear and specific measures.  The old adages, “You get what you measure,” and “You get what you inspect, not what you expect,” contain an important message.  In the context of DoD the message is clear:   Numerous financial systems measuring more numerous different measures produce a wide variety of behaviors that don’t necessary align with Departmental objectives.

Measures tell people what matters and how they should make decisions.  When the measures are consistent with the organization’s strategies, they encourage decisions and processes that are consistent with strategy.  The right measures therefore not only offer a means to track whether strategy is being implemented, but also a means to communicate strategy and encourage implementation.  DoD wants to know both its long and short term costs but also what those optimum costs should be.  Applying “is” and “should” process maps assumes the presence of an accurate financial reporting system, appropriate controls and incentives, and practical fiscal policy.  

In view of the enormous amount of public and private review and analyses of the way the military spends its money, it is very evident that fiscal reform is needed.  The following recommendations are not comprehensive but based on the Fellow observations and insight from the wide variety of public and private sector senior leaders.  It is acknowledged that all private-sector financial management principles and standards do not apply to the DoD, and conversely, the private sector is not perfect, but there is exceptional latent value in adopting the fundamentals of the private sector model.

Change The Operations and Maintenance (O&M) Rules.  The majority of world-class companies have well defined, widely communicated performance measures.  Similar measures in the DoD are less prevalent, more numerous, and vague.  The DoD problem is further compounded by the laws and rules that govern spending.  Business has period expenses, but the military has O&M funds.  Unlike the private sector, there are major differences on how and when these funds can be spent.  Congress demands that DoD budget only for specific activities and timeframes.  O&M cannot be reclassified into other types of funds or retained within the military and carried into the following year.  Consequently, a chronic use-or-lose spending mentality pervades the military.  The lean business practices observed in the private sector provides ample testimony that business managers—particularly those in low margin service industries who are rewarded and motivated by specific performance measures—pursue rigorous cash management, cost avoidance, and cost cutting to improve cash flow and productivity.  Raytheon Aerospace, divested from its parent company less than two years ago, reduced costs by 25% by eliminating corporate overhead allocations as well as introducing a number of cost reduction initiatives aimed at strengthening the company’s competitive position.  As a result, Raytheon enjoys relatively large excess cash at year end which it reinvests in capital improvements to support future business.  

The rules governing O&M funds prevent this kind of performance.  The incentives simply don’t exist.  The DoD should consider a proposal to change the appropriation of O&M funds so as to mimic the ability of the private sector to use cash for different purposes and retain operating funds from year to year.  In other words, DoD must be able to recolor money not used for specified purposes during the same fiscal year and, for example, use unspent O&M dollars towards MILCON or overhaul enhancements.

Fewer Financial Management Organizations And Systems.  There are several advantages to reducing the number of financial managers in an organization.  First, it reduces overhead expenses.  Second, it reduces communication requirements within the organization and permits quicker decisions and better focus.  Third, it enables financial prioritization and improves flexibility.  These attributes are uncommon in organizations with numerous financial staffs, particularly when the staffs are themselves have large numbers of people.  Information flow, analysis, and reporting bog down, as do prioritization and decisions.  

World class companies use fewer financial reporting systems operated by fewer and smaller financial organizations.  Finance systems includes accounting method, automation, and technical solutions.  Fully integrated financial systems provide information in the right format, at the right time, to the right people.  These systems improve business analysis, enable creative and constructive solutions to problems, and provide enormous leverage to improve the performance measures of the organization.  The fewer the number of financial reporting systems, the more credible and accurate the information becomes and the more relevant to the goals and performance of the company.   DoD’s goal to reduce its 1,700-plus financial systems by 90% is an enormous but worthwhile undertaking.

Financial Reporting Measures Tied to Organization Performance.  Detailed performance measures tied to traditional financial metrics should be developed and standardized across all Services.  DoD’s current accounting systems align more closely with financial accounting of the private sector.  They don’t focus on the managerial style of accounting that provides more meaningful data related to the operations of the organization.  Whereas financial accounting provides that data that satisfies shareholders and owners, it’s the other side of finance, managerial accounting methods, that support the operational decision makers within the company.  Chief Financial Officers (CFOs) and General Managers rely on their numerous profit driven ratios, and the military’s comptrollers and operational commanders should similarly use financial data oriented to performance criteria to execute daily operations.  DoD must change the typical military mindset of “how much do I get this quarter” to “what that extra dollar does for my readiness.”

Develop More Financial Leadership From The Ranks Of Operators.  Many CFOs come from line and operational backgrounds, and a considerable number of CFOs and senior financial managers ultimately rise to top leadership positions in their corporations.  In light of the fast-moving military transformation, it is difficult to imagine how the existing DoD financial management mindset could be compatible with new strategic and operational realities.  DoD must populate its financial community with a greater portion of military and civilian personnel who combine financial expertise with operational savvy and experience.   To this end, DoD must manage career development more like large corporations do to specifically grow a pool of  personnel who combine operational and financial expertise.  While DoD certainly needs career technicians to execute transaction processing, accounting, and reporting the best financial leadership in the corporate world are strategists with practical operating experience.  DoD should select officers from the line and combat arms communities and schooling them with professional education and possibly even internships in the private sector to prepare them for financial management billets.   One of the most effective ways to bring fiscal reform and improve the military’s financial processes is to place trained officers in those organizations that know, by virtue of operational experience, who they’re working for. 

Reclassify Budget By Capabilities.  Private sector business managers speak in terms of business lines and market segments and allocate and track their funds accordingly.  Of course, the commercial world uses additional classifications not tied to market segments like overhead, research and development, and capital expenditures.  DoD could take a similar path, keeping funds like categories like military construction and research and development, but adding operationally oriented classifications to link funds to Defense Planning Guidance goals such as base protection, force projection and sustainment in distant anti-access/area-denial environments, and denial of enemy sanctuary.  Just as the private sector aligns funds with business areas, so should the DoD be able to budget and, periodically reclassify, its funds according to current and projected operational environments and capabilities. 

Safety and Finance.  The military’s collective mishap rate has decreased dramatically since the 1950s and continues to decline every decade due to safety management, training, and awareness.  Unfortunately, a discernable upward trend in serious mishaps began in the 1998 timeframe, and overall mishap rates during FY 01-02 were the highest in the past ten years.  Sadly, these mishaps kill servicemen and reduce personnel, operational, and material readiness. To DoD’s credit, the Services already employ numerous world-class safety practices.  However, as recent statistics show, there is room for improvement and the private sector offers safety practices that will enhance the effectiveness of safety and risk management in the military.

Private sector mishap data reveals that unsafe acts cause 90% of all industrial accidents, while unsafe conditions cause just 10%.  In addition to personal injury and tragedy, the commercial world assesses the financial impact of accidents.  Nationwide, the average direct cost to a company for an industrial accident is $35,000, with indirect costs from averaging four to seven times the direct cost or $175,000 per accident.   From a financial perspective, such costs affects a company’s ability to grow and therefore adversely impact every employee’s career potential.

To protect personnel, companies invest both time and resources in enterprise-wide safety management training programs.  A number of world-class organizations have benchmarked and adopted safety programs similar to DuPont’s and Alcoa’s to create a culture of safety as an integral part of their work environments.  To achieve their safety rating goals, this year’s SDCFP sponsors make safety a salary compensation factor for its general managers and push their safety metric to individual business units and sites instead of measuring safety only on a company-wide scale.  Supported by a corporate-wide policy and plan, these companies’ safety programs focus on daily work processes and set company safety targets for all divisions of the organization. 

After three years, Raytheon Aerospace’s safety efforts provide testimony to the effectiveness of a program aimed at eliminating the causes of accidents in the work place down to the lowest levels and work processes.  Raytheon achieved significant reductions with rates 50% better than industry average:

· Recordable injury rates:

down 42%

· Lost work day rates:

down 29%

· Workman’s compensation:
down 27%

The past two years of Service mishap experience underscores the necessity for DoD action that includes an OSD Safety Council populated with personnel from existing safety management positions.  Additionally, an updated DoD safety policy should address common service metrics, use fewer databases, focus on accountability at the lowest levels, and evaluate personnel performance in specific personnel safety and risk management.  An overhauled OSD-level policy that includes safety initiatives similar to the private sector and pushes responsibility and financial accountability to the lowest echelon possible will achieve comparable results.  Reducing accidental losses demands full dimensional planning and execution to integrate risk management into all operations and activities.  It is time for DoD to combine the best practices from each Service with benchmarks from industry safety leaders and establish enterprise-wide metrics, goals, and procedures.

PEOPLE

 “It takes the best to be the best”
Secretary of Defense Rumsfeld listed DoD’s top ten priorities in September 2002 and identified improved force manning as one of his goals.  The heart of the matter really touches the future health of our military.  At stake is the ability to attract and retain the caliber of soldier, sailor, airman, and marine that our Nation needs to preserve its freedom into the future.  

America’s armed forces have earned the respect and goodwill of the American people.  This hard-earned reputation should position the military to become the country’s premiere employer of choice.  As such, it is not difficult to envision three or more talented, qualified applicants competing for every available position in our armed forces.  Unfortunately, the programs that attracted people to military careers in the past may keep the ranks full of talent tomorrow.  A young person today may require different motivation before considering the military as a career or as a stepping off point for other endeavors.  Future service members and their leaders may require different skills and attributes than those found in our ranks today.  Undoubtedly, the demographics of the work force have changed and so too may have the perceptions of what is considered a valuable benefit.  American businesses have already adjusted  their human resource policies in an effort to attract, train, and retain employees who will propel their organizations forward in an extremely competitive global marketplace.  Some of these ideas from corporate America may apply to the Department of Defense.  

Today the United States military is without question the finest in the world.  Retaining that position in the future depends completely on the people that will fill the ranks of our armed forces tomorrow.  Our Nation cannot lose sight that it will take the best in order to be the best.

Developing Future Leaders

The information age and network-centric warfare do not change the fundamentals of military leadership, but they add new challenges, opportunities, and techniques.  New leadership realities tie directly to both the mandate to transform DoD as well as the institutional resistance to actually doing it.  Four facets of information-age leadership are operational in the private sector and are pertinent to DoD:  Agile vision, communication, integration, and transformative leadership.

Agile Vision.  Rapid technological change guarantees that the “new” will arrive shortly after the delivery of the “old.”  Full technological cycles can now take place within a two-year command tenure.  New technology, processes, and ideas threaten their older counterparts and the people who championed them.  This uncomfortable fact drives DoD into a tyranny of sunk costs that solidifies like concrete and destroys adaptability, especially when the typical weapons system acquisition cycle can last 20 years.  The converse—to fickly buy into every latest development—is also not the path to the future because it fails to mitigate risk and ignores lessons learned in the glow of novelty.

In an environment of rapid change, leaders require increasingly agile vision to blend the new ideas and systems with existing ones.  To build this vision, leaders must have the courage to retire old concepts that are less effective in a relative sense and no longer a good investment, even though they may not be militarily useless.  They must balance the old and the new in a clear, long-range vision that understands that the underlying technology and processes will change rapidly.  Finally, on the human side, technology will change dramatically several times during the career of a typical employee.  Leaders must avoid the common pitfall of linking capabilities of people to capabilities of technology to retain human talent and redeploy it to the most promising new concepts. 

Communicate The Vision.  In Leading Change, John Kotter cites undercommunicating the vision as a primary cause of failed organizational change.  Leaders typically undercommunicate not by a small margin, but by several orders of magnitude, vastly underestimating the volume and span of communication necessary for success.

Future leaders with agile vision face two communication challenges.  First, rapidly evolving technology and competitive environments make speed even more important.  Vision must not only permeate the entire corporation, it must permeate quickly and completely to align action.  Second, global networked organizations are geographically dispersed.  To be correctly understood, leaders must tailor their vision to diverse cultures inside the corporation, and tailor external communications to diverse cultures of customers and operating environments.

Successful military leaders pride themselves on personal leadership--leading from “in front,” and “connecting with the troops.”  Personal leadership will continue to be valuable, but face-to-face leadership is an increasingly rare and expensive luxury.  Corporations employ every tool available to overcome the infrequency of face-to-face communications.  Audio and video teleconferencing is inexpensive, easy to arrange, and routinely saves a great deal of travel time over gathering meeting members into the same room or city.  CEOs additionally exploit every media format available to communicate with their employees, making bulletin boards and TV/videotape segments seem quaint and dated.  Emailed vision statements with diagrams and photos are just the tip of the iceberg.  High bandwidth networks allow packaged audio and video tracks to be delivered or streamed on demand to each employee’s web portal.  As demonstrated by Sun, this functionality should reside on the network rather than in separate parallel systems, enabling CEO Scott McNealy to “bottle the vision and distribute it.”

DoD must technically support networked media options and make their use convenient and inexpensive. Concurrently, leaders at all levels need training and education to become proficient using the media tools in terms of style, substance, and span of coverage in the organization.  DoD must then raise its expectations for effective use of all media options.  Until a generation of leaders grows up in a more media-savvy DoD, DoD may need external communications expertise and support to smooth the transition.

Once communications mechanics are in place, leaders must make the cultural connection to geographically distributed employees and understand and anticipate markets—or the enemy.  To meet this challenge, global corporations like FedEx Express have Global Leadership Education programs to develop cultural awareness and thereby increase communications and leadership effectiveness in the company.  Global Education programs give leaders the ability to understand organization issues and styles from perspectives beyond those inculcated through birth and growing up in the United States.  Such education programs are exponentially more valuable to individuals with foreign language ability or experience living in foreign countries, but even in the absence of these, these programs develop effective “transcultural competence.”  FedEx Global Education is for employees (and customers) in all countries, not just Americans, and adds to the international bottom line even as domestic business growth is stagnant.  Business results show that transcultural competence in even a single other culture beyond one’s own drives a broader outlook and greater likelihood of success when interacting with any other culture, whether familiar or not.

DoD sends military and civilian personnel to overseas assignments with little preparation to lead foreign nationals and build cooperative relationships between U.S. units and the host nation.  Cumulative in-country experience by permanent units and their assigned personnel eventually compensate for the lack of preparation, but trial by fire is not effective for increasingly expeditionary and coalition operations.  DoD already encourages foreign language proficiency and has a large number of personnel with experience living overseas.  DoD should complement these assets by benchmarking the best Global Education programs in the private sector and applying them across the training and education spectrum.

Leaders As Integrators.  During a year of lackluster economic growth, this year’s corporations turned their attention inward to increase efficiency and avoid cost.  Corporate introspection revealed integration challenges which fall into two broad categories.  First, there is process integration—coaxing the pieces of a process to work together seamlessly regardless of the environment.  For FedEx Express, the integration challenge is to competitively package and clearly market the services of 6 independent operating companies.   For Boeing IDS, the challenge is to define an architecture to successfully integrate systems whose best-in-class components come from both inside and outside Boeing.

The second integration challenge lies in resolving the tension between effectiveness and efficiency, product and production, or decentralization and centralization to ensure the “right job is done right.”  For corporations with both product and process core competencies, the strength of integration at the point where the market-dominant product meets flexible and efficient production strongly correlates to the strength of the business.

Large, global corporations understand how critical integration is, but their execution varies dramatically.  The challenge is illustrated by how corporations frequently turn to outside consultants to assist integration, even though the consultant companies themselves are poorly integrated.   DoD is a large, global organization and has handled integration issues with varying success over the years.  DoD should identify the integration skills and situations critical to its leaders, cultivate leaders who are proficient integrators, and document and promote based on integration success.

Integration skills vary by task, organization, and complexity.  At junior levels, integration facilitates good communication and aligning complementary job skills on a permanent or ad hoc team in a face-to-face environment.  At intermediate levels, integration could involve working through other leaders to break down silos and entrenched interests and politics among several divisions of a larger group.  In networked organizations, integration will involve a strong influence or coordination element, where a leader builds lateral relationships with other leaders, producing collaborative effort and results even though no formal command relationship exists.  In fact, a traditional military command and control approach in such situations is likely to backfire and be counterproductive, as it often is in the joint arena.  At senior and executive levels, integration may extend to global, geographically distributed organizations to address enterprise-level issues such as market agility supported by supply-chain management.  At any level, leaders must define integration expectations and guide subordinates to meet them.

There is no reason to expect leaders raised in a single vertical discipline to suddenly think outside the box when facing an integration challenge.  Flexible career paths to place leaders in a variety of disciplines and demand performance in every area is one way to cultivate better integration skills by giving leaders the ability to see problems from multiple perspectives.  Mattel's CEO, Bob Eckert, doesn't expect lifelong tenure from all of his employees.  He understands that many talented young people may want to move to different employers. "Some of our best performers left during the dot-com boom and then came back.  I no longer think if someone leaves, it is necessarily forever."
  The private sector is learning to value individuals with diverse experience, while DoD tends to penalize it.

DoD will remain a promote from within organization, but it is large enough to diversify experience and improve joint and intraservice integration by moving employees among effectively different military employers.  First, the services must relax the up or out mentality of career progression and recognize a wider variety of career paths, coupled with results, as competitive for promotion.  Second, service-centric attitudes continue to dominate DoD.  Joint service is not an assignment officers go away to do, but should reflect the integrated mainstream of thinking, planning, combat, and business.  Adding interservice and joint officer representation to GOFO promotion boards would drive this point home.  Third, increasing interservice exchanges in common technical fields and joint experience at junior ranks will add to the perspectives of future leaders.  Fourth, permitting multiyear sabbaticals and private sector assignments will diversify integration skills and provide leadership depth that is normally available only to the National Guard or Reserves.  Finally, enable these recommendations by relaxing high-year of tenure and expanding promotion zones to reduce forced turnover, enable lateral career broadening, and tap the full potential of DoD human resources.  Although there will be a challenge to balance breadth and depth in personnel development, it will be more than matched by the improved joint performance.

The last integration leadership issue concerns incentives and their converse, disciplinary action.  Both incentives and discipline are straightforward in hierarchical organizations where a single person provides leadership and a defined group of workers accomplishes a clear goal.  Networked organizations are not as clear cut in either leadership or who is, or is not, part of the organization that produced a certain accomplishment.  Complex emergent behaviors strain traditional notions of causality, and as a result, success or blame will be more difficult to associate with a single individual or group.  Therefore, DoD must modify metrics to measure not the achievement of certain goals (the right job), but to include how those goals are achieved—speed, adaptability, efficiency of production combined with customization of product (done right)…which reflect the integration it needs.

From Transactional To Transformational.  In addition to providing vision, private sector leaders put the right people in the right jobs, organize them appropriately, and provide them with equipment and money.  Unfortunately, leaders below the GOFO level in DoD do not control these three basic leadership tools:  people, organization, and resources.  Unlike their civilian counterparts, morale and execution are the only significant degrees of freedom junior military leaders possess.  This lack of control develops transactional leaders.  These constraints come from the centralization of personnel management and organization structure in the services and the excruciating specification of the colors of money from Congress and the Pentagon budgets. 

Senior leaders naturally mentor and promote subordinate leaders who mirror themselves in primarily transactional capabilities.  Once military leaders advance to the point where they have increasing real transformational authority to control people, organization, and resources, they have little practical experience to draw on and naturally fall back to a comfortable, heretofore successful, transactional pattern of leadership.  Trial-by-fire screening for transformational leaders may succeed from time to time, but the OSD mandate to transform DoD suggests this is not the case, and transactional inertia has a way of pushing transformational boat-rocking leaders out of the organization.

To change military leadership from transactional to transformational, DoD must move real leadership decision rights for people, organization, and resources much lower in the service hierarchies than their GOFO location today.  

There are two additional requirements connected with this action.  First, DoD must enforce a movement of senior civilian and military leaders away from day-to-day, tactical decisions and focus them on the overarching bounds and vision instead.  Leaders who achieved their position through transactional excellence will find it difficult to “let go.”  Second, DoD must expand leadership accountability in all services to make an unambiguous connection between leadership and successful transformational behaviors.  Some suggestions to increase accountability include:

· Longer leadership tour lengths (well beyond two years)

· Document innovation in performance reports at all ranks, and

· Document risk-managed use of people, organization, and resources to progress towards a long-term vision

· The benefits of such changes will parallel the best qualities of the American corporations:

· Speed and adaptability will increase.  The Internet generation personnel moving into DoD are smart and expect (and can get) nearly instant access to information.  There is no reason to steal their authority to make fast decisions within the bounds of the organizational vision.  This is not traditional military command and control.

· Innovation will increase, as will the expectation to innovate.

· The perception of leadership mistakes will increase.  DoD must change its culture from mistake-avoidance to learning, fixing damage, and moving on.  On the flip side, leadership changes for taking excessive risk or failing to innovate will also increase.

· Military leaders will develop better business acumen to match their warrior ethic.  They will learn to balance cost, value, and risk because they will have to make these kinds of decisions and be held accountable for the results, just like they are in the battlespace.  Commander top-off courses are a good place to jump start the transition, but teaching business sense should start sooner.  Commissioning sources aren’t too soon.

· Finally, the pool of experienced transformational leaders will slowly begin to increase in size.  It will take several years, but once transformative junior leaders advance to senior service and joint leadership, DoD’s cultural transformation will be complete.

Military and private sector leadership are not identical, but they face similar pressures in a similar environment.  Military leadership seeks victory for national interests and avoids battlefield defeat, while corporations seek market dominance and avoid bankruptcy or conquest through acquisition.  The transformative nature of successful corporate leadership in a rapidly evolving, networked, high technology, global marketplace provides compelling lessons for DoD.

Attract and Retain
Pay.  In business, employees show their dissatisfaction with pay and benefits very quickly through reduced productivity or measurably increased turnover.  Human resource managers are closely attuned to the demands of the marketplace and compete for the best people in order to stay competitive within the industry in which they operate.  One method for accomplishing this task is through benchmarking similar positions in other companies and comparing salary and benefit scales.  The fiscal health and success of the business can also be shared with its employees as a method of encouraging productivity and retention.  This leads to additional savings by reducing institutional knowledge that is often lost through attrition.  While pay is clearly not the only factor determining employee satisfaction, it cannot be ignored.  DoD must continue to closely monitor salaries across its spectrum of occupational specialties.  It must persist in its efforts to reduce or eliminate significant gaps between military and civilian pay in all skill sets.  Rank and longevity determine salary levels today.  Tomorrow’s pay scales may need to factor the relative scarcity of the desired skill in the marketplace as well as the amount of education or special training required obtaining it.  Compensation based upon demonstrated productivity is a common practice in the business world today and may have value to the military method of computing salaries in the future.     

Promotion.  The corporate world has no equivalent to the military’s up or out promotion system.  Employees are encouraged to grow, learn, and accept more responsibility through promotion to positions of increased importance within in the company.  However, those that have met their career desires or have reached their personal potential are also encouraged to stay and contribute to the organizational mission for as long as they are productive.  The current military promotion system keeps our ranks youthful and contributes to making our culture unique.  It also results in the application of the “Peter Principle” of promotion that can perversely advance a person to a position beyond his capability, competency, or desire.  Corporations recognize the talent and contributions of those that might not seek advancement beyond a certain rank. The current military promotion system does not capitalize upon the value of the service member who is not continuously promoted on its pre-determined advancement schedule.  The loss of this talent to the military is unnecessary and is a wasteful practice that is not replicated in the business world. Reducing the effect of up or out could permit promotions based more upon demonstrated potential and desire for advancement.  This would allow greater flexibility to recognize the most capable in the work force.  The accelerated advancement of extremely capable and competent people to positions of increased responsibility will encourage and reward productivity over longevity.  Unlike the military, rank and position cannot be so easily discerned in the corporate world based simply on one’s age.  With a change to the up or out methodology of promotion, more of our work force could be recognized for their value to our organization

Tour Lengths.  An August 2001 report from the GAO highlighted what many in the military have intuitively known for some time.  Longer tour lengths will improve the satisfaction and well-being of the force.
  The advantages of greater stabilization run the gamut from fiscal savings to the government through reduced moving costs to fewer burdens on military families.  Frequent moves often result in out of pocket expenses and create challenges in finding employment opportunities for spouses and transferable educational credit for children.  The greatest benefit to reducing the frequency of permanent change of station moves would arguably be the increased mastery of job requirements for the military member.  Very often military personnel find themselves leaving a job near the same time that they finally feel comfortable and experienced enough to make significant contributions towards improving the organization.  General Electric Chairman and CEO, Jeffrey R. Immelt, recently stated he wanted to increase the time that GE managers spend in assignments.  His predecessor was known to encourage moving managers every 18 months to two years.  Although GE found this gave them broad experience across the company, it left some businesses without seasoned leaders.
  The negative aspects caused by too much change outweigh the value brought to the military as a result of frequent rotations.  Striking a better balance by increasing tour lengths by 12 to 24 months could retain the benefits of moving while reducing the detractors.  This would improve both the skill level of the work force and enhance their job satisfaction. 

Flexible Careers.  Longer tour lengths don’t necessarily have to lead to less opportunity to grow and learn.  In business today many employees have the opportunity to move between careers with experiences that cross industries and occupations.  Recruiting and retention is enhanced as opportunities for new challenges and learning increase.  At Pfizer, leaders and senior managers are no longer solely recruited from within.  Recently, the company’s general counsel and executive vice president for human resources were both hired from outside the organization and even outside the pharmaceutical industry.  It is becoming more common for businesses to reward employees for knowledge gained elsewhere.  Loyalty is measured more by what you contribute to the future as opposed to how long you have been with the company.  DoD could recruit and retain those who seek similarly diverse experiences.  It could further develop the talent of its leaders by offering more opportunities to move across the enterprise or to work outside of it.  Hiring practices should recognize the talent and experience of those that have spent long periods of time away from the military and developed their advanced skills in other settings.  Professions such as legal, finance, security, maintenance, and health care are positioned to reap the most benefit from this concept.  Some skills may allow more frequent use of telecommuting as a tool for providing flexibility to work schedules.  Flexible career opportunities using the National Guard and Reserves as a transitioning vehicle could be enhanced.  Increasing the number of positions available in the Individual Ready Reserve and aggressively marketing this program could enhance opportunities for people to hone their professional skills both in and outside the military.   Additional career opportunities in these organizations could relieve stresses caused by current prolonged high OPTEMPO and provide a continuing link between those pursuing civilian focused careers and senior-level opportunities to serve the Nation in its armed forces.  

Portable Retirement Pension.  In many ways, after recruiting personnel, the military begins immediately to focus on building a company man or company woman.  DoD looks for an extended commitment and offers little in the way of transferable benefits that might permit migration to other organizations.  The military retirement plan is certainly a significant benefit but it is not portable.  One way that portability is possible is through a 401K-style retirement savings plan.  The government should match contributions made by service members into the current Thrift Savings Plan as a supplement to the traditional military retirement benefit.  Offering a more portable retirement option might encourage those otherwise hesitant to commit to a full career to begin their professional lives in the military.  Just like those in business don’t expect or require life-long employment in their companies, not everyone is destined to complete a military career.  Those that don’t stay will join an increased population of Americans that have prior military experiences and a deeper understanding of the culture and capabilities of their armed forces.

Tailored Benefits.  Many American companies offer versions of tailored benefit packages to their employees.  At Pfizer, workers have a menu of choices designed to customize benefits such as certain medical coverages, legal services, financial planning, and insurance.  Empowering employees to tailor their benefits around their individual family and personal circumstances brings value to both the employee and the company.  Many military members have spouses with professional careers that offer benefit opportunities.  If DoD allowed service members to tailor health care coverage and opt for other alternatives, perhaps a portion of savings could be retained by the military and some returned to the service member.  This overhaul in benefit plan structure may center on shifting some current compensation from benefits into salary.  In this way DoD could provide incentives for members who elect benefit options that reduce costs and cost exposure to the Department. 

Predictability.   Successful companies boast of loyal, content, and satisfied workforces, and many pride themselves on their annual ranking on Fortune Magazine’s list of best companies to work for.  A key tool to determine this ranking is the employee satisfaction survey.  In most cases, work schedules in corporate America are predictable and stable.  Employees can optimize their personal time for family or other interests without frequent interruptions resulting from work-related exigencies.  The nature of the military mission certainly produces situations that change and disrupt work schedules on short or no notice, but military necessity does not cause many of today’s disruptions and inefficiencies today.  The Air Force schedules operations around a 15-month Air Expeditionary Force cycle as a vehicle to improve predictability for its force.  Even better alignment of annual training requirements with this cycle could enhance training and reduce unplanned or inefficient use of available time.  Permanent change of station moves could be scheduled further in advance to accommodate family planning considerations.  The Army has established a goal to provide orders 12 months prior to a move.  If met and adopted DoD-wide, this initiative would be more in line with corporate business practices and would improve predictability in the lives of the military members and their families.  

Improved Mentor Training.  Attracting and retaining good people in the services depends on informed and enlightened career decisions.  World-class businesses pay greater attention to mentoring as a vehicle for career counseling and career guidance.  Like the military, they pulled this counseling away from human resource specialists and put it in the hands of direct supervisors.  Effective senior leaders communicate in a manner that makes employees feel good about the company and the value they bring to it.  These leaders show employees how they contribute to the current and future success of the company.  The military already has a mentoring program and continues to lead in this area.  Enhancing training in this area for both enlisted and commissioned leaders will improve the quality of the counseling and career guidance they provide.  Courses designed specifically to train leaders to articulate the many benefits of a military career will enable well-informed career decisions and lead to higher retention.  This training also improves leadership practices.  Scott McNealy, the CEO of Sun Microsystems, clearly connects leadership and retention, “When people quit, it’s because they don’t like working for you.”  The importance of strong relationships and trust between employees and their immediate supervisors cannot be overstated.  

Exploiting Organic Knowledge and Skills 

One of this year’s Fellowship corporations was the former PricewaterhouseCoopers Consulting (PwCC) firm.  PwCC planned to go public on August 15, 2002, but was preempted when on July 30, 2002, IBM announced that it would purchase PwCC and merge it with its Business Innovative Services to form IBM Business Consulting Services.  Both companies thoroughly examined this complex transaction and made their final decision in less than one month.  Once decided, IBM moved out and innovatively integrated two large global businesses in four months.  This situation used in-house expertise from beginning to end, but when should a company use outside consultants, or a combination of inside and outside expertise, to explore a problem, propose solutions, or provide the solution?

All seven companies in the Fellowship program use consultants.  These companies exploit the knowledge and skills of their employees to solve problems lying within their core functions or expertise.  Using consultants may still be a subjective decision to seek an outside perspective even though an answer could be found from within.  Alternatively, if a large scale study involves a long time period, several lines of business, or several complex processes, it may not be cost effective to divert a large organic workforce away from daily operations.  It is also possible that such a group may not objectively examine the issues and alternatives.  Consultants makes sense in these cases, as cost and time become the driving factors.

One of the President’s agenda items is to outsource more jobs from within the federal government to civilian or private companies that can do the work more efficiently and cost effectively.  This effort began many years ago, but took on new emphasis with the current administration.  Part of the effort is to gain efficiency within the government by reducing duplicity of work forces, but also it also focuses on reducing manpower costs.   Unfortunately, the pendulum has now swung so far in the other direction in DoD that when a question is posed at almost any level of component command or higher, the unit relies on consultants to research the problem and formulate options and solutions.  As a result, highly trained staffs with years of field experience become contract technical managers rather than having the opportunity to formulate initiatives and solutions themselves.  Answers to questions may involve days and weeks of processing time to move information from the contract force, through an intermediate decision maker, and to the original requestor.  This is costly both in terms of money and time.  DoD does not appreciate the time value of money, speed of execution, or timely information as the private sector does.  Delaying an answer for two days does not have the same impact on DoD as it does in the business world.  

When evaluating options for operational mission execution, or those of a time critical nature with funding constraints when consultants are not feasible, DoD is quite able to quickly move past planning and into execution.  In remarkable contrast, for routine peacetime issues, DoD performance is often characterized by “paralysis by analysis,” “group think” and bureaucratically ignoring non-conforming concepts.  Rather than assess and accept risk, the norm centers on selecting the least risky option.

To provide better value more quickly, DoD, the Services, and subordinate headquarters must carefully reexamine the use of outside consultants for day-to-day support.  As with businesses, DoD should maximize the use of expert internal resources to develop those answers and solutions.  DoD and the Services create and employ highly experienced and objective teams, or special staffs, who can perform special investigative work or find innovative answers for the command.  Examples are Inspector General teams, the Operational Readiness Inspection teams, the Management Effectiveness Inspection teams, the staff assistant visits, and many others.  Often these teams investigate or seek to ensure compliance with published procedures.  It’s the old, “we’re here to help” phenomenon.  Without drastic changes, these special teams could provide more consulting functions for their commands and thereby assist in process improvement in addition to compliance certification.   

Using in-house expertise more regularly has several additional benefits to an organization.   One strong benefit from this would be increase in morale and sense of unity.  Content employees have a well-defined job and conduct value-added work.  Another benefit is the positive incentive for personnel to become the best in their field and stay with the work force.  

The consulting field is large and lucrative today due to market demand. As long as DoD provides the incentives for innovative personnel to leave federal service, earn more money as a consultant, and get their ideas heard and accepted by the very organization they left, talented people will continue their exodus, leaving behind a less experienced and less skilled work force.  Judiciously used, outside consultants can reduce the workload of the organization without reducing the confidence and morale of the employees or their level of expertise.

ENDNOTES
Individual executive summaries

THE BOEING COMPANY

This summary covers my observations and experiences from ten months with the Unmanned Systems Enterprise Capability Center of The Boeing Company’s Integrated Defense Systems (IDS) in St Louis, MO.  

Assignment Overview.  My sponsor was Mr. Mike Heinz, VP/General Manager of Unmanned Systems and Deputy, Integrated Defense Advanced Systems.  I was assigned to work directly for Mr. Barry Berisford, General Manager, Unmanned Systems—Integration, and teamed with Mr. Kory Mathews, System Architecture Lead.  The Integration Team included three others whom I worked with regularly on different initiatives.  I was placed with the Integration Team to get exposure across the Unmanned Systems organization as we worked to define overall system architecture.  This area is directly related to Network Centric operations though more narrowly focused on unmanned systems integration into the network.  Because of my operational experience, I was expected to provide a warfighter view relative to concepts of operations and system functional requirements.  In addition, I was given free and complete access to any area or project within the organization I believed might provide useful experience in the context of the program.  Consequently, I worked with many others from Unmanned Systems and other organizations within IDS on a variety of different projects over the course of my ten month fellowship.  

Company Background.   IDS was formed in July 2002, less than two months prior to my arrival at Boeing, by combining the Aircraft & Missiles business unit with the Space & Communications business unit.  The intent was to achieve better integration within the company, operate more efficiently, and align the organization through customer facing business units under IDS.  The somewhat abrupt creation of IDS resulted in a $23 billion business with 78,000 people in an organization that generates approximately 50 percent of The Boeing Company’s total revenue.  The goal was to create synergy by forcing integration of platform building skills with system integration skills from the old organizations.

When IDS was formed, only first level organizational charts were established and very few organizational processes were in place.  This resulted in internal turmoil as people dealt with the uncertainty of new business processes and ill-defined reporting relationships.  The resulting organizational structure created a complex, multi-dimensional matrix where people were expected to support multiple units.  The organization was strategy driven and utilized two top-level committees to provide the direction and priorities for the organization.  The abrupt nature of the transition to IDS resulted in employee uncertainty as the transition team worked to develop organizational charts and establish operational processes.  

In the new organization, Unmanned Systems was re-designated an Enterprise Capability Center responsible for unmanned solutions across all of IDS.  The main effort within Unmanned Systems is the USAF/DARPA X-45 Unmanned Combat Aerial Vehicle (UCAV); however, the organization is focused on many other projects with greatly varied scope.  Though recent popularity and success of Predator and Global Hawk Unmanned Aerial Vehicles has focused on the platform, Unmanned Systems most significant initiatives have been in the area of mission management software and overall system architecture definition.  Unmanned Systems is focused on developing capabilities to support network centric operations and is currently working ground floor issues to develop that capability using unmanned platforms.     
Corporate Experiences:. I arrived at Boeing expecting to see how a company produces a new aircraft, albeit an unmanned one.  Instead, I found a newly reorganized business that provided numerous lessons about change and transformation.  While I still learned a lot about what is involved in producing new systems, my most significant lessons involve organizational elements.

Corporate Restructuring—Forming IDS was a major undertaking.  That it was done somewhat hastily with only top-level organization and processes defined was interesting to observe.  While President/CEO Phil Condit was happy with the approach to change, it took a while for people within the organization to understand the new organizational scheme.  As I left in June 2003, many processes were still being refined and some organizational relationships were still unclear.  A compromise position allowing development of organization and process in greater detail prior to implementation could have reduced confusion below the executive level.  However, the transition team believes the transformation will take approximately four years to complete.  Given the strong leadership, sound strategy, and well-developed plan, expect IDS to meet their goals.     

Leading the Business—The impact of strong leadership cannot be underestimated.  Especially during times of change, it is critically important to have strong leadership to guide the way.  There are many examples of leaders enlisting a change agent rather than leading the way, and in most cases, this approach is sub-optimum.  Due to the geographic dispersion of IDS, which is spread across more than 40 sites, leaders are forced to exploit alternative styles that use a full complement of tools to communicate with employees.  Recorded messages from company leaders are available on the company website.  Extensive use of video teleconferencing is common around the company, and face-to-face town hall meetings are a popular way to get the word out.  Especially during times of change, providing employees with direct access to leaders so they hear the message straight from the top is essential.

Strategy-driven Organization—The Boeing Company, IDS, and Unmanned Systems rely on strategy to guide their business decisions.  While the top-level strategies exist within the company, many subordinate organizations are still evolving their strategy and IDS as a whole has not yet developed a well-integrated, enterprise-wide strategy.  Over the last year, Unmanned Systems struggled to develop prioritized business strategies to focus their activities and they are still refining strategies with mixed support of the leadership team.  The importance of leadership team involvement in developing strategies was vividly demonstrated.  Lack of strategy to focus investment can result in ineffective use of resources and failure to achieve organizational goals.

Defining the Future—Anticipating market needs and defining areas for investment is an incredibly tough task.  This is especially true where product development outpaces customers’ ability to specify requirements and in a down market where each financial decision is heavily scrutinized.  The insight and vision of the Unmanned Systems leadership team and their ability to leverage investment in multiple independent yet complementary technologies is key to organizational success.

Corporate Training—The Boeing Company places high priority on leadership development and runs world-class training programs at its Leadership Center in St Louis.  Boeing’s annual investment of $31 million for corporate training is supported by statistics that show companies with similar programs outperform their peers without such programs in areas of sales and employee retention, recruiting and productivity.  By providing focused training to new leaders through senior company executives from all around the company, Boeing molds the corporate culture and continues to develop world-class leaders from within the company. 

Program Management—Boeing uses Program Managers Best Practices to run healthy programs and meet cost and schedule goals.  By observing the UCAV program, I was able to experience first-hand the value of strong program leadership supported by proven management processes.  By coupling execution within the Best Practices framework with superior program leadership, the UCAV program is meeting program goals despite having to be highly adaptive to changing requirements in follow-on development efforts.  It is apparent that the best practice approach is a key element of Boeing’s success in performing on existing programs and winning new ones.  Similar results can be seen in other Boeing programs such as Joint Direct Attack Munition, F/A-18E/F, and C-17.  

Core Competencies—Boeing has identified three core competencies that are the basis for their business.  By combining detailed customer knowledge, lean enterprise, and large-scale system integration capabilities, they expect to provide cost-effective, highly integrated systems to meet customer requirements.  Through this process, they have shifted from being a commercial aircraft builder to a company that relies on three foundational capabilities to grow their business.  In some cases, Boeing developed or expanded a core competence through external expansion and often, they divested non-core functions to achieve greater efficiency and focus on core activities.  The ability to identify core competencies and willingness to rely on strategic partners, who in many cases are direct competitors, for non-core products or services is what allows Boeing to offer “best of industry” capabilities to meet customer needs.  

Conclusions.  My experience with The Boeing Company provided many valuable lessons and unique insight in the area of large-scale change and the nature of the defense industry.  Organizational change within a large organization is an incredibly complex and tough task.  Strong leadership and a well thought out process are necessary to make it work.  As we continually change within DoD, these lessons will prove very useful.  I also learned powerful lessons regarding how DoD deals with industry as we try to develop new weapons systems.  The professionalism within Boeing was outstanding and demonstrated how valuable our defense contractors are.  Building partnerships with industry and changing acquisition processes, including statutory guidelines if necessary, are essential to gaining the most from our defense industry.  

Much of this report has been focused on improving DoD, and surely there are many things in need of change across the department.  But don’t lose sight of the fact that our military is one of the most respected organizations in the world and over the last quarter century, we have consistently demonstrated superior capability.  In fact, many of the companies we visited benchmarked DoD processes for their organizations.  That is not to say we don’t have significant room for improvement and we should take all the lessons we can from leading organizations around the world and attempt to improve on what we currently have.  We can only guarantee our place at the top of the leader board through a process of continual improvement.

FEDEX EXPRESS CORPORATION

Assignment Overview.  My assignment to FedEx Express Headquarters in Memphis, Tennessee, was split between two groups, each supervised at the Vice President level.  Global Operations Scheduling and Control (GOSC) plans operations from 2 years in the future through current execution.  Within GOSC, my focus was the System Form Planning Division.  Based on a marketing forecast of very dynamic demand for FedEx Express services, System Form Planning builds the package routing network, schedules aircraft, and develops aircraft loading plans.  The second group, Global Operations Planning (GOP), employs state-of-the-art operations research to conduct long term planning (out to 5 years in advance) for FedEx aircraft fleet purchases and facilities construction.  My work in both groups had a common theme:  Enterprise-wide integration and systemic optimization of a phenomenally complex, dynamic, global corporation whose operations are similar to DoD in many ways.

My assignment also included the unexpected opportunity to participate in the FedEx Express’s iService, an ambitious company-wide process reengineering and downsizing project.  Facilitated by a consulting firm, approximately 100 professionals from all parts of FedEx Express worked full time in full confidentiality for over 6 months to reengineer the company processes and organization and chart its course for the future.  The trust FedEx leadership placed in me to participate in such a sensitive project cannot be understated.  The morale impact of iService on FedEx Express has been dramatic as worldwide salaried professional staff reduced from 14,000 to 10,000 in a company that has not laid off workers in 30 years of operations.  How the associated process reengineering will compensate for the loss of corporate expertise and ultimately increase profit, value, and efficiency will play out during the coming years.

Company Background.  FedEx Express created and leads the overnight express package shipment business.  Originally named Federal Express and founded in 1973, FedEx Express is now one of six FedEx-branded operating companies under the FedEx Corporation umbrella.  It is the model information-age corporation, embracing corporate values of speed, absolute reliability, global business, early adoption of information networks, and perfect customer service.  The company operates in over 200 countries and serves over 90% of all global economic activity.

FedEx Express enjoyed rapid growth during its first 30 years, but growth since 2000 has slowed due to market saturation, competition, and economic conditions.  While growing rapidly, FedEx Express maximized hiring and promotion from within the corporate ranks and built an exceptionally diverse and loyal workforce with its “People-Service-Profit” philosophy.  FedEx’s market environment fluctuates dramatically according to seasonal demand, and shipping demand and patterns are considered a bellwether for future US economic behavior.  The company’s main competitor is the United Parcel Service, and since September 11, 2001, its largest strategic partner and customer is the US Postal Service.

Conclusions.  The following major FedEx Express-related recommendations for DoD below are discussed in greater detail in the Common Findings portion of this report:

Seamlessly Joint—In 2000, FedEx Corporation took the first step to integrate several acquisitions by re-branding them with the FedEx logo presented in a different color for each operating company--FedEx Express, FedEx Ground, FedEx Freight, etc... Simultaneously, the corporation formed FedEx Services to provide enterprise-wide shared services in several areas such as marketing and computer and network support.  FedEx Services permits the operating companies to concentrate on their core competencies while offering a spectrum of products no company could offer individually.  Although completely seamless integration of otherwise independent operations is still in progress, the strength of FedEx’s portfolio mix has been a clear advantage as the growth of the overnight express business has slowed.  Conclusion:  Clear core competencies and enterprise-wide shared services are a powerful tool to integrate operations.

Strategic Partnering—FedEx Express spent the majority of its history since 1973 differentiating its services from the slower and less reliable services of the US Postal Service (USPS).  The attacks of September 11, 2001, took the majority of the air freight and USPS business away from passenger-carrying commercial airlines and provided FedEx with an enormous opportunity. Despite its historic distance from the USPS, FedEx negotiated a long-term contract to carry a large portion of US Priority Mail with the underutilized daytime capacity of FedEx’s fleet of over 600 jets.  FedEx transitioned from a primarily night flying operation to a 24/7 flying operation.  Integrating FedEx and USPS operations took place with unprecedented speed and nearly doubled the utilization of FedEx’s expensive capital infrastructure while improving the spectrum and flexibility of services FedEx offers to its traditional overnight express customers.  Conclusion:  Strategic partners may come from unexpected origins, but offer a clear win-win situation for organizations open-minded enough to recognize the opportunities.

Information Infrastructure—FedEx realized in the early 1980s that moving information about packages was nearly as important as physically moving the packages themselves.  As a result, FedEx built an information network with automated scanning technology to identify and track packages through its system of vehicles, aircraft, and sorting facilities.  This automated information network permits unprecedented analysis of operations to nearly any level of detail at any facility.  Combined with robust computation, the network also drives the automatic synthesis of raw data into meaningful, actionable metrics describing the operation of the entire FedEx network.  Building and automating the information network was instrumental to improving efficiency and optimization, and FedEx benefited enormously by installing the information system early in its growth.  Besides efficiency improvements, there are many other benefits as well.  For example, once the Internet and Worldwide Web began to grow rapidly, FedEx made a dramatic leap in customer service by making its package tracking technology available to consumers via fedex.com without the need to retrofit an enormous information system.  Second, during the rapid integration with the USPS, FedEx needed only to reprogram its computers to properly interpret and sort USPS bar coding, thus enabling complete commingling and integration of the USPS packages with normal FedEx volume.  This would have been impossible without the flexibility and system-wide integration provided by the information network.  Conclusion:  Build a flexible, automated information infrastructure prior to rapid expansion and growth of operations.

Modular organizations with flexible, standardized, plug and play transparency—FedEx grew rapidly by developing a small number of standardized facility layouts and organizations with standardized operating procedures and information systems.  Once the standards were in place, building new facilities and integrating them into the existing systems was straightforward.  These modular, repeatable facilities are nearly self sufficient in terms of management, training, operations, etc...   Once formed, however, facilities rapidly customize to adapt to local conditions and optimally serve the customer.  In this way, each facility also serves as a kind of laboratory for testing new ideas and service concepts.  FedEx’s system growth was not designed in advance according to a central master plan or architecture.  Rather, modular, repeatable, interoperable units with plug and play networked transparency with each other and the provided a model for dynamic, scalable growth that could better meet the demands of the marketplace.  Conclusion:  The wide variety of capabilities in the services would benefit from a modular approach to interoperability, experimentation, and joint exercises at the unit (squadron, battalion, ship) level.

Optimizing networked operations—The state of the art in operations research was sufficient to completely analyze and optimize FedEx operations during the first decade or two.  Accordingly, FedEx built a robust in-house operations research capability to guide efficient corporate operations and growth.  This situation changed as the size and complexity of FedEx operations continued to expand.  It has now been the case for several years that the ability to completely analyze and optimize FedEx’s network to maximize efficiency (minimize cost) while meeting FedEx’s high service commitments significantly exceeds the state of the art in operations research.  FedEx continues to work subsets of the problem with various techniques, using enormous corporate experience as a guide.  Profitable operations continue, but it is impossible to know how much more efficient and cost effective the company could be.  Furthermore, the complexity, dynamism, and magnitude of the FedEx network optimization problem is matched in few other disciplines.  As a result, solving this problem does not constitute a sufficient commercial market for solutions by consulting firms who traditionally tackle operations research challenges.  FedEx needs strong investment in basic research to expand the state of the art in this very important core competency and profitably meet the current and future challenges of planning and executing operations.  Conclusion:  FedEx is facing a challenge that DoD will face in the near future.  Once network-centric operations pervade DoD, the same optimization problem will arise in planning and executing complex, dynamic operations.  To more completely exploit the benefits of network-centric operations, DoD must invest now in basic research.
IBM BUSINESS CONSULTING SERVICES

This summary is a collection of experiences, thoughts and observations during my ten month fellowship with IBM Business Consulting Services (IBM BCS), and specifically with the Public Sector Division in Fairfax, Virginia.  

Assignment Overview.  Our preparation in Washington DC during July 2002 exposed us to a numerous senior Department of Defense leaders, business leaders, and strategic thinkers from both industry and government.  The training also included a week long executive level MBA program taught by Professors from Darden School of Business, University of Virginia.  This course was invaluable in preparing us for our initial entry into our various corporations.  

I was originally assigned to PricewaterhouseCoopers Consulting (PwCC), which was selected this year as a large consulting firm.  On July 30, 2003, IBM announced its intent to acquire PwCC and formally add this new line of business to their brand.  When I arrived at PwCC in early August, the timeline had been announced to conclude the acquisition by October 1, 2002, and to formally merge the two businesses into a new line of business by January 1, 2003.

Company Background.  The former PricewaterhouseCoopers Consulting firm was a matrixed organization managed by partners and senior practitioners.  As such, each employee was assigned to a Service area and an additional horizontal element which grouped employees by functional skills and experience.  I worked with the Washington Consulting Practice that serviced Government and Services Industries.  I was assigned to the Supply Chain & Operations Solutions (SCOS) service area, one of seven in PwCC, and reported to Mr. Robert Luby.  

Being a matrixed organization, the vertical element of the organization was the industry team, or the account holders.  Assigned to SCOS, I could have been involved with teams supporting several industries.  I was primarily involved with the Defense Industry team lead by Mr. William Phillips.  Within this industry, I became involved with projects along service lines such as Air Force, Navy, Army, and DoD.

PFIZER, INCORPORATED

This is a collection of thoughts, observations and experiences assembled during my ten-month fellowship with Pfizer.  As a military police officer with the majority of my career focused at the tactical level, corps and below, the Secretary of Defense Corporate Fellows Program offered a number of unique challenges and opportunities.  The fellowship preparation during the first month of the program could certainly in and of itself be considered a highlight of the year.  The large number of senior level leaders within the department of defense that made time to meet with us and share their insight and vision was amazing to me. The program exposed us to a wide array of notable authors and strategic thinkers.  This certainly helped prepare us and framed the opportunities that we could expect to encounter during the upcoming year. 

Assignment Overview.  With a background in law enforcement, my assignment with the company placed me with their corporate security department.  The makeup of this division is primarily of recently retired law enforcement personnel from the Federal Bureau of Investigation, the military, and the New York City Police Department.  The division is small, consisting of thirteen people in the New York City headquarters location and a small number in the major overseas locations in Asia, Europe, and Latin America.  Although the number of personnel is small, a large amount of work is outsourced to contractors and supervised by Pfizer Corporate Security Personnel.  Many of Pfizer’s facilities around the globe, hundreds of manufacturing, distribution, and sales locations, have security personnel assigned.  These people can and do perform a myriad of tasks including security, safety and access control for the facilities, and in some cases can be involved in product integrity, anti-counterfeiting, and supply diversion issues as well.  These security personnel are not directly reporting to corporate security but rather, work directly for the site managers and regional leaders on a geographic and business unit basis.  The decentralization of these personnel provides some advantages and disadvantages to the organization. 

Company Background.  Pfizer Incorporated has experienced a considerable amount of growth in the past decade.  From its beginnings more than 150 years ago, the company has reinvented itself when necessary to stay ahead of its competition, but has done so while retaining focus on its vision.  At various stages of its history the company has ventured into other industries such as mineral mining, medical equipment and prosthetics, and paper manufacturing.  The strategic decisions made to enter and eventually sell or spin off these enterprises were always made with the idea that Pfizer needed to stay relevant to its customers.  The company leadership understood that its customers ultimately were the patients that sought relief from pain and discomfort brought on by disease and injury.  In the early 1990’s Pfizer leadership set a goal to become the number one pharmaceutical company in the world by 2001.  At that time Pfizer Inc. was ranked fifth or sixth and many pundits thought such a goal was unattainable.  With a focus on new products, a strong investment in research and development, and a willingness to pursue smart acquisitions of smaller competitors, Pfizer Inc. realized its goal by the end of the decade and has reset its sights even higher.  Beyond number one is the current company vision.  The chief executive officer and chairman of the board, Dr. Henry A. McKinnell describes the mission as becoming the world’s most valued company to patients, customers colleagues, investors, business partners and communities where the colleagues of the company live and work.  Dr. McKinnell claims

“Our mission leaves no doubt about our quest over the coming years. By all the measures that matter, we seek to emerge as the single most valued company to all those whom we touch through our work, beginning with patients. It is a sweeping statement, raising the bar of our own expectations to new heights. 

“But achieving ambitious missions is not new to the people of Pfizer. In the 1990's, we began a climb through the industry ranks and achieved - ahead of schedule - our mission to be "#1 in 2001." As we enter a new era as the global leader, we now seek not just to sustain our leadership, but to accelerate and broaden it. We will do this by building on our core strengths and addressing areas where we must improve. 

“Our mission distills our determination to excel. It is a promise we make to one another and to the world we serve.” 

Corporate Experiences.  My initial effort at Pfizer was to gain a better understanding of the structure of both the corporation and the security division.  I participated in several ongoing projects with security that provided access to the different business units and processes of Pfizer.  I traveled to the annual convention of American Society for Industrial Security International (ASIS) seminar and exhibits meeting with Pfizer security professionals from around the globe.  I worked with Pfizer’s security team conducting site visits, new product launches, and off-site training opportunities.  Each of these events provided me with insight into the structure and functioning of Pfizer as a corporation.

I was directed by the Vice President of Corporate Security to work with his newly formed team that was dedicated to addressing the counterfeiting of Pfizer products and predominantly those coming from China.   I reviewed the work that Pfizer had already completed and conducted additional research in the area.  I used this experience to gather data a research paper submitted to the US Army War College titled, “Product Counterfeiting in China and One American Company’s Response.”  

I explored Pfizer’s process improvement initiatives and met with the Vice President of Global Quality Operations and Quality Assurance.  Pfizer has elected to focus process improvement specifically on manufacturing with no immediate plans to export techniques to other parts of the organization.  In manufacturing, Pfizer’s main interest is to detect defects as they occur in the process rather than at the end.  Because the quality and efficacy of pharmaceutical products are closely watched by the Food and Drug Administration and expected by the consumer, understanding the nature of any defect is critical.  Process Analytical Tools have been developed that monitor each stage of manufacture to ensure production is within established tolerance.  These automated tools provide critical data that specifically point to the portion of the process that has fallen out of tolerance so that corrective action can quickly be taken.  Pfizer has developed its process improvement program taking tools from Six Sigma, lean, Right First Time and other proven programs.

Conclusions.  I was particularly interested in the personnel policies and programs at Pfizer and the six other fellowship-hosting companies we visited this year.  Each company has expended a considerable amount of resources and energy to ensure that it can attract and retain quality employees.  They covet a favorable ranking in Fortune Magazine’s annual 100 Best Places to Work survey.  This survey ultimately reflects the level of satisfaction of their work forces.  As the competition for talented employees increases, employers have analyzed closely what its workers value and ultimately facilitate retention.  Unlike the military, American companies do not normally expect their work force to remain only with one organization for a lifetime. Unfortunately, DoD personnel policies, compensation and benefits reflect a “company man” or “company woman” mode of thinking.  Career paths are fairly rigid and don’t readily permit leaving the military for any appreciable time and then returning.  Benefits are “one size fits all” and not customizable to fit the needs of individual or family circumstances.  The retirement plan, while arguably one of the military’s most favorable and valued benefits, is an all or nothing program.  There is no portability for those who might wish to serve less than 20 years.  

Tomorrow’s leaders will desire more responsibility, trust, and challenge earlier in their careers.  They will strive to be more than simply transactional leaders.  They will want fair compensation for their skill and benefits that meet their individual needs.  Long term contracts and commitments will repel many from military service from the outset.  Inflexible career paths and frequent moves will deter others.  The needs and expectations of America’s youth are different in many ways from those of preceding generations and American businesses have already begun to adapt in order to remain competitive.

These are a few of the areas where the civilian sector is trying to meet what they see as the needs of America’s work force.  They have instituted human resource initiatives that attempt to take into account those features that are most valued by the people they hope to attract and retain.  In doing so, American companies strive to satisfy their workers and earn recognition as a premiere employer of choice.  The DoD can compete for these talented workers even in euphoric and robust economic times.  With refreshed personnel policies and programs that deliver salaries that are comparable to those in the civilian sector, benefits that are customizable and portable, tour lengths that are longer, and career paths that are more flexible, DoD can maintain its current quality work force and attract the same for tomorrow’s.   

RAYTHEON AEROSPACE, LLC

Assingment Overview.  What can the Department of Defense learn from a company that has nearly 600 times fewer people and earns in one year as much as the military spends in 12 hours?  The short answer is: LOTS!   Although the DoD is a world-class organization with many attributes far better than can be found in the private sector, Raytheon Aerospace offers a perspective and variety of successful business practices that would make the DoD even better than what it is today.

Company Background.   Raytheon Aerospace is an aviation and aerospace technical services company with 6,395 employees in 323 locations.  The company was divested from Raytheon Company in June 2001, and is a leading provider of technical services, supporting more than 2,000 military, government and commercial aircraft and other defense related platforms like missile systems, tanks and other ground vehicles.  The spin-off from big Raytheon caused the former subsidiary to learn fast, act quickly and adapt immediately.

Equally exciting, the company undertook 99% of an initial public offering process before postponing it due to a weary investor market.  Shortly after delaying its own IPO, the company completed the acquisition of another company.  Faced with tough competition in a sink-or-swim market, the company achieved lucrative profits and double-digit growth despite a sluggish economy and largely unprofitable aerospace and defense industry.  The company achieved sustained success through customer focus, ruthless prioritization, attentive resource allocation, and a firm commitment to revenue expansion.

Corporate Experiences.  I was assigned directly to the company’s CEO, was made a member of the Raytheon Aerospace senior leadership team, and participated in numerous projects while simultaneously learning the overall business goals and strategies of the company.  I led a transition team that supported the acquisition of Flight International Aviation LLC and involved the coordination of not only Raytheon Aerospace and Flight International employees, but also those from a number of external organizations.  Examples of my activities in this acquisition included:

· Developing and overseeing a plan of action associated with human resources, finance, procurement, inventory control, legal and contracts, business programs, repair and maintenance, new business development, corporate communications, information systems, safety and environmental controls, and quality management.

· Facilitating the initial integration process in three principal ways: forging connections between the two companies, expediting a number of requisite events and helping engineer short-term successes that produced business results.

· Coordinating a variety of company-to-company initiatives that included opportunities for synergies, revenue growth, cost-savings, and long-term plans and strategies.

Besides the acquisition, I actively participated in the following management efforts:

· Served as a member of the company’s core enterprise resource planning selection team. This team guided representatives from every business area in the identification and selection of a new business enterprise system.  This system will control all-encompassing information related to the company’s business and create interactive environments designed to help the company manage and improve its business processes.

· Assisted three general managers with new business projects.

· Assisted the company’s corporate communications officer with several media and correspondence releases.  I also assisted with monitoring media coverage of several high-interest company events.

· Attended a variety of corporate meetings and conferences that pertained to program management for military and government agency contracts. 

Conclusions:  

Raytheon Aerospace and DoD commonalities—Despite the difference in its relative size, Raytheon Aerospace is similar to the DoD in many ways. The majority of its employees come from the military.  It performs the same basic business functions and is as geographically dispersed, with teams deployed throughout the world, including places like Afghanistan and Iraq.  From a service-provider viewpoint, the company does just about everything the military does but drive ships and kill people.  Equally comparable, the company recently went through its own transformation vis-à-vis a divesture from its previous parent corporation and its own subsequent acquisition of another company.   Further, the company answers to its owners and Board of Directors, which includes retired four-star flag and general officers from every Service, who are primarily concerned with the company’s performance and ability to service its debt.  

Lessons learned from a private sector spin-off—Just as the divesture forced the company to examine and change itself both internally and externally, a similar organizational mindset would help the DoD in its quest to transform itself.  Raytheon Aerospace’s divesture meant opportunity and transition.  Some of the common considerations
 of a spin-off that apply to the organizational design of the DoD:

· Strategic considerations

· Level of managerial focus on the business

· Level of business freedom

· Degree of strategic synergy

· Operational and organizational considerations

· Degree of operational linkages and processes

· Ability to attract and retain talent

· Development of organizational cultures

· Financial considerations

· Financial models and metrics to measure performance

· Degree of capital requirements

· Attractiveness of acquisition currency

· Variation of investor base

Lessons learned from a private sector business acquisition—DoD can derive many analogies from Raytheon Aerospace’s approach towards mergers and acquisitions.  The parallels of M&A for the DoD include outsourcing, centralizing and sharing services.  Recent studies by corporate development advisors from two consultant groups
-
 offer the following recommendations to sharpen an organization’s M&A process:

· Understand your value drivers, competencies, strategic gaps and culture.

· Avoid failure by establishing, from the beginning, your strategic priorities.

· Put a process into place that questions how much you know about the internal and external players in your business.

· Acquire clusters of opportunities that lead to different strategies and identify which ones are priorities and which ones fill strategic gaps.

· Create detailed profiles of targets that debate the opportunities and ask what would it be like to live with this new partner, structure, alliance, etc.

· Focus on the 20 percent of actions likely to drive 80 percent of the value with the highest probability of success, in the shortest possible timeframe.  Avoid giving administrative detail and marginal cost-cutting the same priority as other value-creating actions.

· Use communication as a stabilizer to keep people focused and energized rather than confused and perplexed.

· Launch small, fast-paced transition teams to expedite planning and execution.

· Favor function over form, accountability over titles, and role clarity over hierarchy.

· Address cultural differences swiftly rather than gradually.

· Select, deploy and publicly recognize role models whose behavior is aligned with value drivers.

· Energize, focus and reward value-creating behavior.  Preserve human capital by retaining and motivating people who will make a real difference.

· Align rewards with what needs to be accomplished.

Lessons learned from ‘everyday’ private sector business practices—The company’s strong growth and successful transformation are attributed to a number of business practices that can be applied to the DoD, including:

· Quality and process improvement programs.  Employing Six Sigma and ISO compliance standards, the financial impact from savings, cost avoidance and cash flow was $6.4M and, in terms of customer service and quality, the company achieved a 99% customer satisfaction rating, and a 91.5% contract award receipt rate during the past year. 

· Safety management programs.  To achieve a safety goal of one or fewer accidents per year per 100 employees, the CEO made safety a salary compensation factor and pushed the metric to individual business sites, vice measuring safety on a company-wide scale.  As a result of a three-year effort, the company’s safety record was five times better than industry average, with recordable injuries down by 43%, lost workdays down 29% and workman’s compensation reduced by 27%.  Equally impressive, there have been no fatalities as a result of maintenance in more than 10 million flying hours accomplished over nearly 30 years.   

· Financial management systems.  The company uses only two financial groups to minimize overhead costs, reduce communications requirements, enable quicker decisions, better prioritize focus and effort, and allow for increased flexibility.  Likewise, the company uses one financial reporting system to ensure credible and accurate information, relevant to company goals and performance.

· Financial performance measures.  The company uses standardized measures, tied to business performance, to execute both long range plans and daily operations.  Since its divesture the company has reduced costs by 25% through the elimination of corporate overhead allocations to its former parent as well as through the implementation of a number of cost reductions aimed at strengthening the company’s competitive position.

· Growth strategy.  The company’s fundamental element of its growth strategy is customer satisfaction – specifically eliminating anything that compromises satisfaction and pursuing innovations that improve customer value.  The company uses this strategy as an organizing principle and primarily invests internally, by developing and retaining a highly trained and knowledgeable workforce, to achieve its goals.  Externally, the company pursues expansion through selective personnel and business acquisitions and/or long term alliances with suppliers, partners, and customers to enhance its competitive position.

· ERP selection process.  The company recently selected an enterprise resource planning system and is in the implementation process.
What can be learned from a defense contractor—While there are many lessons to be realized, the most relevant to current trends within DoD are contract length, outsourcing benefits, and the impact of an aging workforce in the defense industry.  

· The company’s business is highly stable principally because of backlog.  This has developed because of longer contracts and enduring relationships, i.e. partnerships with its customers marked by a 100% win rate on contract re-competes, and has enabled the company to expand its market share, retain its highly trained workforce and supplier base, make capital expenditures, invest resources in cost-saving and quality improvement initiatives, build and leverage its comprehensive cost database, and mitigate the associated risk of its corresponding investments.  In the world of technical service contracting – the longer the contract period, the better for the contractor, suppliers and customers.

· Through opportunities such as contract field teams and indefinite quantity / indefinite delivery contracts, the company has provided a wide variety of outsourced support to the military and government agencies.  The benefits of a committed defense contractor force to meet growing Federal requirements are many, particularly during periods of conflict.  In the vast majority of cases, the commercial sector more efficient and cost-effective than the government.
· With an increased rate of outsourcing and the aging of a highly skilled defense contractor workforce, with experience gained from military service, the DoD and industry will eventually need to replace those workers with persons having limited military experience – requiring the private sector to provide additional training to keep workers current with emerging technology.
SOUTHERN COMPANY

This executive summary provides an overview of my experience and observations while serving as a Secretary of Defense Corporate Fellow at Southern Company from August 2002 to June 2003. 

Assignment Overview.  I was assigned to Southern Company Services and worked with Jacki Lowe, Vice President of Supply Chain Management (SCM).  My sponsor in the company was Glen Fellows, who initially was Assistant to the Vice President of Supply Chain Management, and later was assigned as Manager of Technology and e-Procurement.  With my military specialty in logistics, combined with the restructuring and transitioning of the organization from Procurement and Materials to Supply Chain Management, the timing of my assignment in August was perfect.    

I was immediately integrated into the organization and received briefings on its three major businesses:  Power Generation, Power Transmission and Delivery (T&D), and Corporate and Supply Chain Services.  I attended staff and supervisor meetings, served as support member on the Vice President’s Leadership Team, and participated in discussions on strategic sourcing, business process reviews, and initiatives to leverage system-wide supply chain costs savings.  I also participated in four corporate fellowship projects and was assigned either as team leader or member of a team to perform studies and reviews in the following areas:

· Corporate Materials Relocation Feasibility Study

· Corporate Materials Unmanned Storeroom Review

· Supply Chain Management Records and Files Room Review

· Supplier Diversity and Business Development Benchmarking Study

The purpose of these studies and reviews was to search for methods to increase effectiveness, enhance efficiencies, and to assist in achieving supply chain strategic goals.  The primary focus was on reviewing existing processes, identifying best business practices and, if required, performing business cases or developing action plans for concepts or specific business areas.  In addition to participating in these projects, I shared my military experience in logistics with company employees, observed business initiatives and processes at Southern Company energy subsidiaries, and took advantage of educational opportunities by: attending the Supply Chain and Logistics Conference and Exhibition at the Georgia International Convention Center in Atlanta, Georgia, and by completing the Advanced Program in Logistics and Technology (LOGTECH) at The University of North Carolina at Chapel Hill.    

Company Background.  Southern Company is among the largest energy companies in the United States and is the leading electric producer in the Southeastern Region.  Its corporate headquarters is in Atlanta, Georgia, and serves as holding company for seven retail utility subsidiaries:  Alabama Power, Georgia Power, Gulf Power, Mississippi Power, Savannah Electric, Southern Company Gas and Southern Nuclear.  Southern is also parent company for Transmission and Southern Company Generation and Energy Marketing – these organizations are not corporations, but are separate business units that provide services across the operating companies.  Southern Company has annual operating revenues of $10.2 billion.  Its workforce of over 25,000 employees, combined with seventy-four generation stations, earns $1.12 billion in annual revenues from its three major business lines: regulated utilities, competitive generation, and new products and services.

· Regulated Utilities are the core of Southern Company’s business and are responsible for over 90 percent of its earnings.  They include transmission and distribution of 30,000 megawatts of energy to 4 million retail customers in 4 states – a combined service territory of 120,000 square miles.
· Competitive Generation is considered a high-growth component of Southern Company’s business plan.  Electricity is generated and distributed to wholesale customers under long-term contracts.  By 2005, Southern anticipates adding 6,000 megawatts of competitive generation to serve its growing wholesale contract business.
· New Products and Services is another growth engine for Southern Company and represents a growing business unit of unique services made available to commercial and residential retail customers.  Energy-related new products and services focus on smart business practices, protecting capital investments, convenience, and efficient use of energy.  

Corporate strategy focuses on making Southern Company America’s most trusted energy company.  Goals emphasize leading the industry in service and customer satisfaction.  Southern also focuses on value, teamwork, and training for employees, including supervisors, managers, and executives.  Opportunities for professional growth and skill development are available through structured training and mentoring programs.  The company believes people are its most valued asset and has adopted a Southern Style as guiding principles.  These principles focus on core values and are considered the foundation for leaders.  Southern Style also assists in creating and maintaining a pleasant atmosphere and relax work environment.  Southern Company has a code of ethics, supplier philosophy, supplier diversity and business development program and a supply chain management code of conduct that emphasizes honesty, integrity, and impartially within its workforce and among its business customers, and suppliers. 

  Corporate Experiences.  My assignment to SCM coincided with the implementation of new initiatives to optimize efficiency throughout the organization and to leverage system-wide supply chain cost savings.  These initiatives allowed me to gain corporate experience in leadership team strategy, restructuring, staff reductions, process reviews and cost savings/cost avoidance strategies.

· Leadership Team Strategy.  The SCM Leadership Team developed strategy and established goals, approved reviews of business processes, authorized commodity management projects, monitored formation of alliances, and adopted initiatives to leverage system-wide supply chain cost savings.  The Vice President’s direct reports also provided input for organizational restructuring and staff reductions.      

· Restructuring.  The Vice President of Supply Chain Management made a strategic decision to restructure the organization during the transitioning process.    Restructuring increased organizational effectiveness and enhanced operational efficiencies.  The processes associated with restructuring were deliberate and occurred in phases to prevent interruption of services to business customers. 

· Staff Reductions.  As a result of restructuring the organization, it became necessary to also review staffing levels.  Focus was placed on streamlining the workforce and implementing new processes to become more efficient.  Staff reductions were based on individual skill sets and on current needs of the organization.  The functional responsibilities assigned to employees affected by staff reductions were systematically reassigned to other employees within the organization.  
· Process Reviews.  The review of existing business processes was essential to adopt and implement new best practices throughout the organization.

· Cost Savings/Cost Avoidance Strategies.  Supply Chain Managers continually make process improvements, search for new methods to become more efficient, and leverage system-wide cost savings/cost avoidances.  Strategy involves a variety of initiatives to increase efficiency and generate long-term, system-wide cost savings.  More focus was place on strategic sourcing (strategic alliances), contracts and compliance (understand liabilities and mitigate risks), materials distribution and logistics (warehouse optimization), inventory management and asset distribution (inventory optimization), and supplier relations/programs (supplier base and supplier diversity), and technology systems (new business tools and capabilities).  Also, commodity management and commodity standardization were two new pilot projects initiated to increase efficiency and to assist in supply chain cost savings.  

The corporate experiences above, are only a few of the many benefits gained from my fellowship assignment to Southern Company.  My immediate integration into the organization enabled me to review processes and observe best practices associated with operating a successful utility company.  


Conclusions.  One of the objectives of the Secretary of Defense Corporate Fellows Program is to identify potential best business practices that could be incorporated into the Defense Department.  Southern Company and DoD share many commonalities: both are large and well-established organizations that provide a valuable service to the general public.  Strategy and goals are decided at the highest echelons of management and both organizations have guiding principles/ core values, codes of conduct/ethics, and policies that serve their best interests.  I observed certain business practices in industry that were similar to processes in DoD.  Conversely, some processes in corporate America were not compatible with DoD because of its uniquely assigned mission.  To improve operational efficiencies and to increase the level of awareness of joint warfare, integration, and interoperability among the Services, I recommend DoD consider the following:   

· Adopt Commercial off-the-Shelf (COTS) Technology;

· Outsource Non-Core DoD Functions;

· Centralize Certain common services into Shared Services; and

· Implement Supplier Registration Database and Reduce Constraints on Suppliers. 

Adopt Commercial-off-the-shelf (COTS) Technology—Use of current technology is central to the success of businesses in corporate America.  The Defense Department and the Services use legacy information and data processing systems in their day-to-day operations.  At some time in the past, many of these systems were initially designed to adapt to specific processes.  Also, recently purchased commercial-off-the-shelf systems were later customized to fit established processes. The terms joint warfare and interoperability are commonly used inside the Pentagon; however, the Services continue to fund for technology systems unique to their respective Service.  Supply chain and logistics systems are prime examples – no Service has a Warehouse Management System (WMS) that allows intra-service visibility of spare parts or combat materials stored inside warehouses.  Use of WMS technologies that allow intra-service visibility would increase the level of awareness of joint warfare, enhance interoperability among the Services, eliminate unnecessary duplications, and would facilitate rapid resupply of combat units during contingency operations.

Outsource Non-Core DoD Functions—Successful enterprises in commercial industry focus on their core competence and outsource non-core functions.  In the Defense Department, military personnel perform many tasks that should be outsourced.  For example, DoD operates hundreds of Defense Reutilization and Marketing Offices (DRMO) at major U.S. and overseas military installations.  Military personnel are often used at these facilities to make up for an understaffed civilian workforce.  Loss of valuable training and diminished technical skill sets are only two of the many disadvantages of using the military for non-core DoD functions.  The DoD should identify and outsource non-core functions such as logistics depots, supply centers, dining facilities, military exchange services, real estate/base facilities, family support centers, and morale, welfare and recreation programs.  

Centralize Certain Common Services into Shared Service—Executives of world-class organizations continually make process improvements and search for new methods to make their organizations more efficient.  Corporations have adopted a business model of shared services as a method to eliminate duplication and increase efficiency.  Services such as human resources, information technology, real estate management, security, and supply chain management are centralized to provide support throughout the organization.  Such practice improves service, reduces operating costs, and contributes to higher profit margins.  Secretary Rumsfeld recognizes that the Defense Department cannot continue to do business as it has in the past.  Transformation initiatives are focusing on new concepts and processes to reshape DoD and its departments and agencies.  The 2002-2003 Secretary of Defense Corporate Fellows have had an opportunity to gain experience and observe best practices from some of the most prominent businesses in corporate America.  A consistent observation and universal consensus among the Fellows is that centralization of certain common services is far more efficient than duplicate functional processes.  As DoD moves forward with transformation, it should consider adopting shared services and other business models from icons in commercial industry.  For the Defense Department to successfully transition to shared services, senior officials must support the concept and empower people to institutionalize the processes throughout the Department.  The benefits that DoD gains from shared services are an increase in customer service and organizational efficiencies.  Other tangible benefits are an increase in levels of awareness for joint warfare, integration, and interoperability among the Services.  Areas that have sufficient commonality to be centralized into a shared service are real estate, information technology, human resources, transportation, and military housing and exchange services 
SUN MICROSYSTEMS, INCORPORATED


This executive summary provides an overview of my observations and recommendations while serving as a Secretary of Defense Corporate Fellow at Sun Microsystems, Inc. in Santa Clara, California from August 2002 to June 2003.  



Assignment Overview.  During this assignment I served as a Special Assistant to Sun's Chief Information Officer and worked directly for three corporate Vice Presidents on a variety of projects.  This 11-month Fellowship provided the opportunity to serve as an active member of the Sun Microsystems Information Technology Management Group (IMG) a $500 million global operation providing all of Sun Microsystems' needs for information, network communications, data processing and knowledge management.  Additionally the assignment included a seat on the Sun Leadership Council and role with the Corporate Strategy Group.  


This has been a year full of opportunity and discovery in the areas of organization structure, process improvement, business innovation, and technology.  I was given full access to the company's top executives and observed first hand how they lead a highly adaptive and innovative business culture.  The ability to freely discuss the company's challenges and pressing issues firsthand with the CEO, CFO, CIO, head of Human Resources, and a wide range of corporate Vice Presidents provided an unparalleled insight into the inner workings of a large-scale global enterprise.  The focus and action on alignment, teamwork, and integration were pervasive in the day-to-day operations of the company.  This was also a hands on assignment and enabled me to learn while contributing in the fast paced environment of Silicon Valley.


 In July, as we started the Fellowship, the reports about corporate scandals and creative accounting at Enron, Arthur Andersen, WorldCom, and others were the talk of the day.  Despite this news the Secretary of Defense Corporate Fellows observed that these companies were outliers and that the overwhelming majority of companies were working diligently to do the right thing, the right way, for the right reason.  It was an especially interesting and challenging time to observe the high tech industry of Silicon Valley as they faced the third year of a down economy.  The rapid growth seen during the “dot.com” boom period of the late 1990's has been replaced by a strong inward focus on efficiency, cost savings, and customer value.  While this has been a difficult year for industry I can't think of a better opportunity to observe how business leaders think and react during challenging times.  Sun Microsystems faced a particularly tough year and came through it a much stronger company by focusing on process improvement, quality, strategic planning, and innovation.


Company Background.  Sun Microsystems was an ideal company to be immersed in to glean best practices and ideas for transformation.  Sun has a reputation as a disruptive innovator in an industry known for innovation and rapid change.  A 21 year-old company with 35 thousand employees in 170 countries and 12.5 Billion dollars in annual revenue, Sun ranks #155 in the Fortune 500, # 77 in Fortune's Best Companies to work for and # 38 in Fortune's Global Most Admired Companies.  It is also a company with impeccable integrity and values.  Sun was founded in 1982 and while their products, services and scope of operations have changed dramatically over the years their forward looking vision of network computing has remained remarkably constant.  Sun's vision is a world where everyone and everything is connected to the network.  


Strategy and Core Competence—Sun's Strategy is Network Computing.  The company's core competence is to provide the technology infrastructure for network computing.  A key part of Sun's strategy is choosing what not to do.  Sun is a network infrastructure company, a products offered company and not a services company or a commodity producer.  They don't operate a network (they even outsource their own) and they don't make video games, cell phones, cameras or printers.  Their intense focus on core competencies provides an interesting frame of reference for study by DoD.  Sun emphasizes the choice, innovation and value they provide to their customers by building their systems on industry accepted open standards instead of closed proprietary solutions.  As a systems company their products are both integrated and integrateable – all layers of their software stack are integrated and tested, but are also integrateable with other vendor products.   Sun doesn't compete with its customers and partners, instead they believe in forming business alliances and partnerships to deliver better value in a highly competitive marketplace.  This approach has some interesting similarities and applicable lessons to DoD's focus on joint Service operations and cooperation.  


Investing for the Future—Despite the current economic conditions Sun remains committed to investing heavily in disruptive innovation to make their products more reliable, scalable, secure, and affordable.  The company realizes that research and development (R&D) is the lifeblood of the company and the key to its transformation.  While many areas have been scaled back during the past two years, R&D continues to be fully funded receiving 15 percent of revenue ($1.9 Billion) and very few headcount reductions.  Perhaps even more important than the financial investment is the cultural component of innovation.  Sun recognizes and rewards those who take risks and innovate new products or technologies.  DoD needs to have a similar outlook if we hope to maintain our technical and competitive advantage.  


Organizational Structure and Integration—As I arrived at Sun the company was in the process of completing a major corporate reorganization from five separate business units or profit centers, each charged with making money and winning in their respective market or technology area to a matrixed process and functional organization with a shared services layer.  In the previous model each business set their own R&D, marketing, manufacturing, sales, support and business strategies.  This structure worked fine while the technology sector was rapidly expanding, but there were lots of redundancies and waste.  Under the current model the CEO's executive staff serves as both Process and Functional Leaders ensuring an appropriate balance of power.   By emphasizing the integration points across the enterprise, Sun cut out much of the duplication of effort that previously existed reducing expenses by $1B from FY01 and significantly improving efficiency.  Sun's dramatic growth over the past 10 years all came organically, there was no growth by slight of hand, financial engineering, or by acquisition.  It is all based on their core competence. 


The IT organization where I was assigned provided a spectacular model for the delivery of shared services across the enterprise.  As you can imagine, the Chief Information Officer (CIO) organization of an IT company like Sun faces many challenges, not the least being that almost all of the companies employees consider themselves IT experts with very high demands and expectations.  In July of 2002 Sun restructured it's IT organization from a model where each line of business had independent control over its own IT organization to a shared service model.  In the new model IT strategy and architecture is centrally managed across the entire enterprise.  Strong governance and process controls have been put in place, including a business systems council and sourcing council, to ensure prioritization of IT projects and decisions regarding major acquisitions are handled consistently.  These councils are driven by the business requirements and run by the company’s business or “Line” leadership.


Corporate Best Practices—The Department of Defense is an organization with a reputation and a culture that is unmatched anywhere in the world.  Industry, and corporate executives in particular, admire our military's leadership, accountability, commitment to service, and values.  While DoD may be our nation's oldest, largest, and most successful business, there is also plenty of room for improvement.  We need to be willing to look outside of our own organizations using an entrepreneurial approach and adopt/adapt best practices wherever we find them.  While it is true that the corporate world has different goals and motivations, such as the “profit factor,” we would be sorely remiss if we did not apply the many applicable and beneficial lessons learned by industry. 

This has been a very unique and productive year.  The Secretary of Defense Corporate Fellowship broadened my perspective and provided me with a host of new ideas, tools, and frames of reference.  The success of DoD and corporate America are inextricably tied together.  We should continuously seek to engage each other and share leadership lessons and best practices.  There is no doubt both will benefit immensely from the exchange 


Conclusions.  The following recommendations are proposed for consideration by DoD and are discussed in greater detail in my personal report:

Organization

  
Focus on the Core Competencies—Corporations have discovered that they need to focus on the core aspects of their business and partner or outsource non-core areas.  DoD needs to do the same by focusing our warfighters on the right things and not on specialized services that should be someone else's core business.  If something is not core, or can be viewed as a commodity, it should be considered as candidate for outsourcing.  DoD’s unique requirements to deploy and fight globally will have to be factored into these decisions.  

  
Break down the Stovepipes—Organizationally the corporate world is breaking down old stovepiped organizations and making very effective use of the concepts of dynamic teaming, modularity, integrated matrixes and integrated product teams.  The key to success is focusing on the integration that enables the components of the organization to work as one team towards common goals.  Jointness is the answer to this for DoD. 

  
Implement a Clear and Effective Shared Services Layer—Common services such as IT, logistics, and HR should be delivered across the DoD enterprise instead of doing the same thing differently within each Service.  This recommendation does not advocate a centralized, bureaucratic, “Defense Agency” model – but rather competitively benchmarking the service against industry standards and holding the provider fully accountable for cost and quality.

Process Improvement

 
Invest in Process Improvement—The corporate world has recognized that automating inefficient processes with modern IT solutions is not the answer to reducing inefficiencies, improving effectiveness, or cutting costs.   The effort must be put in up front to define the objectives and design end-to-end processes and procedures that achieve the desired outcome efficiently and effectively.

 
Put the Right Tools in the Toolbox—Clearly evident in every meeting at Sun was fact based, data driven, decision making.  Performance metrics, dashboards, scorecards along with techniques such as Six Sigma, and Lean are practical tools that can be used to help leadership make informed decisions.  DoD should find practical ways to educate our people and put these tools into their personal toolboxes.  

 
Enterprise Wide Systems, Standards and Architecture—DoD should implement strong governance and process controls to enforce architectural compliance and consider establishing a Business Systems Council to identify common requirements across the Services, prioritize, develop integrated roadmaps, and field systems.

People

  
Change Management is Essential to Transformation—A perfect solution that is not well communicated and accepted is not going to be as effective as a less perfect solution that has the support of the organization.  The principles of change management are essential to successfully implementing and institutionalizing DoD's transformation efforts.

 
Inverting the Human Relations Pyramid—The corporate trend in HR is to spend more time on organizational effectiveness and less time on the traditional transaction type work associated with pay, services, and benefits.  The quality of service remains high, but the level of effort has been reduced because the processes are more efficient and are supported by modern tools.  A similar focus in DoD would help with our efforts to attract and retain top quality people. 

Technology

Technology is an enabler and not an answer.  It is the organizations, processes, and people that make the difference.  That said I would be remiss having spent a year in heart of Silicon Valley not to address some of the cutting edge technologies, which are enhancing the corporate world's processes and performance.  DoD should: 

· Implement enterprise wide architectures and systems 

· Adopt and enforce industry accepted Open Standards

· Develop and implement a common DoD portal architecture focused on knowledge management and content delivery

· Web enable all applications, tools, and processes and deliver them to the portal

· Take full advantage of DoD Common Access Card capabilities, including public key encryption (PKI) to vastly enhance digital mobility with security for DoD personnel

· Run a series of pilots to replace desktop computers with Thin Client technology

· Outsource non-core IT functions

· Consolidate applications and servers
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Corporations have figured out how to make matrixed organizations work.  Better leadership, tight integration, and efficient communication have the replaced the lumbering centralized bureaucracies of the 60’s and 70’s with agile teams.

DoD organizational structure has evolved over the past 227 years – filled with tradition and embedded cultures. A revised structure might be envisioned along these lines: 

•  On the vertical is the industry, or the lines of business, that control the P&L of the business and is the customer face, is the combatant commands.  Graphically shown are the ones currently in existence today.  

•  On the horizontal is the service line, represented by the Services and DoD Agencies, which hold the people – separated by services and by unique skill sets within that Service. 

•  The third portion is the Shared Services – the back office processes if you will.  These are the enterprise  services that support the entire organization – Industries and Services alike. 

Combatant Commanders develop and execute their budget based on their requirements/missions.  These roll up to JS and OSD – a change from Services creating their budgets and puts it with the COCOMS.  Bottom line, the money should be controlled by the business leader, not the supporting services.





The next few briefers will discuss in greater detail the processes that evolve from this type of structure. 














