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Preface

This paper consolidates the findings of the 2005-2006 Air Force Secretary of Defense Corporate Fellows who served at Sun Microsystems and Johnson & Johnson Consumer Products Division.  Having completed academic-year “work studies” at these companies, our research involves lessons the Air Force and/or the wider DoD could learn from corporate America.  Both of us endeavored to translate our experiences at our sponsor companies into actionable recommendations to senior DoD officials.  

We would like to thank our corporate sponsors, particularly John Dutra and Craig Henzel for the guidance and assistance they provided during our fellowship year.  Without sponsor companies and individual sponsoring managers, the SecDef Corporate Fellows Program would be unable to meet its goals.  Jumping from the military, albeit only for a year, to corporate America can be an interesting adjustment, but also going it alone in a new area without the typical support of a nearby military installation could’ve been harder without the help of these sponsors.  We would also like to thank the other SecDef Fellows:  Tom Feldhausen, Roy Fox, Dan Matchette, Ray L'Heureux, Gary Peterson, and Kate Gregory.  The SecDef Corporate Fellows program is a “team sport” and no single fellow would be as successful without working within that team.

The authors would also like to thank Mr. Eric Briggs, Secretary of Defense Corporate Fellows Program Director.  His sage placement of companies each year ensures a “best in class” learning experience for each fellow.  The amount of effort required to coordinate the program and experiences for each fellow should not be overlooked.  We appreciated his mentorship and sound advice as we worked through numerous challenges in our company experiences.  

Finally, we would like to thank our families for their continued sacrifices allowing us to participate in the many opportunities a career in the military offers; all the while uprooting them and moving around the country almost every year.  As a wise officer once said, “behind every great leader is an even greater family!”  
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Abstract

The DoD can apply numerous lessons from corporate America to its activities to improve its success achieving its goals.  The new Business Transformation Agency, BTA, is a testament to that assertion.  Similar to the BTA's efforts to transform the DoD's business activities, the authors believe DoD could transform in other areas based on learning from corporate America.  This paper focuses on information technology processes, outsourcing approaches, and six sigma as the core of process excellence.

The paper begins with an introduction of the Secretary of Defense Corporate Fellows program and brief overview of each corporate fellow’s assignment.  Next, the authors introduce Sun Microsystems and Johnson & Johnson providing an overview of companies in the program.  These chapters offer the reader a greater understanding of corporate America as seen from the authors’ point of view. 

Next, the research project focuses on information technology opportunities discovered during our tours of duty.  First, DoD could leverage corporate America’s  telework environment model as an opportunity to reduce costs and increase employee satisfaction.  The model is a solid response to the pressures placed on DoD by BRAC reductions in real estate thereby reducing costs of installation maintenance, military construction, and costs for renting real estate.  Second, the freedom that mobility computing with appropriate security provides corporate America is another opportunity for DoD to study.  The paper expands on the experiences gained from Sun Microsystems mobility computing environment.  The authors explore the benefits of a mobility computing environment on productivity, reduction in support administration, security, efficiency, and finally operating in a deployed environment.  Next, the lessons of strategically outsourcing, or multisourcing, technology, a hot topic in corporate America today, are introduced as an opportunity for DoD.  The authors feel DoD, applying a mobility with security computing model to its network approach with the opportunities to telework, can leverage these new efficiencies to reduce costs in the future.  DoD could also look at outsourcing differently and perhaps achieve greater economies by looking strategically at what is outsourced. 

The authors then explore how corporate America uses Six Sigma to implement change management to reduce defects and create strategic advantage.  By explaining Six Sigma, the process used to reduce defects, and who implements the program, the authors provide a mini primer on the subject.  Finally, the lessons from Johnson & Johnson’s implementation of their Six Sigma program are used as recommendations for DoD.

The final portion of the paper details observations, recommendations, and conclusions on a number of additional topics of interest to the authors.  Each of these topics may be of interest to the reader interested in potential improvements within DoD, but were beyond the scope of this paper.

Chapter 1

Fellowship Background

We cannot run the military of the future with an organization that is anchored to the past.  To meet threats and challenges of the 21st century, the Department of Defense must be as agile, flexible, and adaptable as the forces it fields in battle around the world.

—Donald Rumsfeld, U.S. Secretary of Defense

September 10, 2001

The mere mention of the word “change” sends fears, anxiety, and “what ifs” through most organizations. So what exactly does it take to transform the Department of Defense (DoD) from an organization anchored in the past to one that is agile, flexible, and adaptable? Although a fundamental rethinking is being undertaken in all quadrants of the department, we must understand there are critical factors that affect successful planning to master change. Effective examples of organizations that are agile, adaptable, and indeed thriving in very competitive environments are business organizations across the United States. One could argue the competitive environment that corporations operate in today is almost as challenging as the Department of Defense’s.  The Secretary of Defense Corporate Fellowship program provides a unique opportunity to look from within successful companies and evaluate how they effectively implement change to gain a competitive advantage.

Secretary of Defense Corporate Fellowship Program

The Secretary of Defense Corporate Fellows Program was initiated in 1995 under Secretary of Defense William Perry to expose senior military officers to a corporate environment in order to learn new ways to improve, transform, and apply lessons from the corporate world in the DoD.  On average, two officers from each military service spend an academic year, in lieu of attending a service or joint War College, assigned to a Fortune 500 or high-tech start-up company.  The objective is to take a select few officers out of the traditional career path and expose them to best-in-class business practices and change management strategies that can be brought back and implemented to transform DoD.  Over the past eleven years, 45 civilian corporations or businesses have opened their doors for a few select military officers to work hand-in-hand, train, observe, and use processes that successfully navigate these businesses through very competitive waters.  The benefit is not just to DoD alone; the participating companies gain insight from a senior military officer who can provide an unbiased opinion or fresh approach to problem solving not normally experienced in corporate America.  

At the end of the fellowship year, the fellowship class jointly briefs senior DoD officials on collected lessons they believe would be helpful in transforming the DoD.  In addition, the fellowship class documents their lessons learned in a research paper published on the program web site mentioned below.  The authors, two of the three Air Force officers participating in the program, jointly submit their lessons in the form of a research paper under the Air Force Fellowship program to fulfill senior developmental education requirements.  

General information about the Secretary of Defense Corporate Fellows Program can be found on-line at http://www.ndu.edu/sdcfp/sdcfhom.html, to include previous year-end briefings and papers submitted by fellows over the program's 10+-year history.  Readers interested in learning more about the program itself or previous research results, should begin with the program web site and contact the program's director with more specific questions if desired.  Contact information is provided on the web site.  As noted on the web site, some of the key benefits of the program are to expose potential future senior leaders of the DoD to the best of change, innovation, and leading edge business practices in today's industry and for those senior leaders to use that knowledge in future assignments to better their service and the wider department.

Program Requirements

The program requirements are organized to prepare officers for work in their companies, to maximize growth and learning opportunities, and to provide feedback to senior Office of the Secretary of Defense (OSD) officials and service leaders on best practices from the corporate world.  Before working at their sponsor companies, all of the selected officers spend a month in Washington D.C. participating in a robust orientation to prepare for their year at a civilian company.  The orientation provides an education in current political and military issues, business issues facing corporate America, and an intensive, one-week executive education provided by University of Virginia Darden School of Business MBA program professors.  Upon completion of the orientation, the fellows report directly to their sponsor companies for their 10-month corporate experience.

The lessons each fellow learns are passed via group briefings to senior DoD officials and through individual research projects in the form of research papers.  The fellowship class briefs senior leadership twice during the program, first at a mid-term update halfway through the program informing them on initial observations and recommendations, then a final briefing at the end of the program year.  The briefing opportunity offers fellows direct contact with senior DoD leaders allowing for direct discussion and feedback.  Both feedback opportunities provide the fellows with a forum to present observations and recommendations to a wide swath of DoD leadership.  Finally, the research project is an additional resource providing documented learning, observations, and recommendations for further study.

To ensure the fellows are afforded an opportunity to learn beyond their own experiences at their assignment, the sponsor companies host a “company day” visit providing a focus on each company with an opportunity to discuss issues, strengths, and weaknesses with some of America’s most influential business leaders in an educational-type environment.   The visits are a highlight of the program giving fellows the opportunity to meet senior executives from each of the other participating companies and learn about issues they currently face and the strategies they use to successfully lead.

Participating Companies

The 2005-2006 participating companies are listed in Figure 1.  Mr. Eric Briggs, program director, selected sponsor companies covering the spectrum of corporate America.  Each company had something unique to offer the program.  
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Figure 1  2005-2006 Sponsor Companies

Raytheon and Sikorsky provided a look at large defense contractors and the acquisition process.  Sun Microsystems and Symbol Technologies are high-tech companies competing in challenging markets and developing new technologies.  Georgia Power gave a view of operating in a regulated industry, a similar case as the DoD.  The Insitu Group is a small start up high-tech company that revealed the challenges the “small guy” faces while trying to provide DoD with a commercial off-the-shelf system that can meet the warfighter’s urgent needs.  FedEx, a global transportation company, gave a view of growing and mastering a global supply chain.  Finally, Johnson & Johnson, provided a fast-paced consumer product perspective from a broadly-based decentralized organization.   
Assignments


During their assignments, fellows have the opportunity to involve themselves working in the corporate environment.  The program is designed for the fellows to “get their hands dirty” to increase their learning experience while examining best practices.  Below is a brief breakdown of assignments and projects of each fellow at their companies.

Johnson & Johnson

Johnson & Johnson placed Lt Colonel Murphy in the Consumer sector of the company working in the Research Development & Engineering (RD&E) organization.  He was assigned to the Vice President of Engineering and his immediate sponsor was the Worldwide Director of Process Excellence and a Six Sigma Master Black Belt.  Although many employees, friends, and acquaintances were doubtful about the best practices the military can learn from a consumer RD&E organization, it became obvious during the author’s assignment that corporate America and the DoD have a lot in common.

J&J Assignments.  The author’s first task was leading the development of a holistic communications plan with an internal and external focus for the engineering group.  He completed the project using Six Sigma tools and leveraging the skills of an external media consultant.  The project provided an opportunity to gain certification as a Six Sigma Green Belt and to work closely with numerous employees in the engineering group providing a broad exposure to company employees.  In addition, the author worked closely with an outside consultant to develop a marketing plan, brand image, survey building and analysis, and brochure outlining group capabilities.  This project lasted nearly eight months and allowed the author a broad swath of exposure to many aspects of project leadership in corporate America.

During the same period, the author participated in a program to develop a “ready now” pipeline of leaders for Director and Vice President-level jobs in the Consumer sector of the company.  The team was composed of executives from operations and human resources and focused on developing a tool to analyze potential and readiness of budding and high-potential executives.  The team leveraged learning from an emotional intelligence study of J&J employees and involved members of the emotional intelligence consortium.  The goal of the project was to develop a list of scaled competencies by which an employee could be rated ready for advancement or determine skills that needed developing to further advance.  The project allowed leaders to better predict which employees were high value and employees benefited because the program created  a roadmap of skills to develop and build a successful career path.

The author’s third project involved implementing lean management tools.  During the program, Air Force leadership directed all USAF organizations to implement lean six sigma programs across the service.  The author approached company leadership with the idea of gaining lean training and participating in a project to further develop his learned skills.  The lean tools implementation project involved a multi-agency process used to ensure approval and release of consumer products.  The author directed a project to value stream map the many steps in the process and identify and eliminate time consuming waste, and wasteful steps, thereby leaning out the process with the ultimate goal of reducing time to release the product. The process also decreased employee participation time, freeing them up for value creating tasks.

Sun Microsystems

Sun Microsystems has placed all its fellows in the internal Sun Information Technology division (SunIT), and Col Dickinson’s assignment was no different.  His immediate sponsor was John Dutra, Vice President and Chief Technology Officer of SunIT.  In this position, he was able to see across the entire corporation from an IT perspective and explore how IT influenced the company’s operations and improved its processes.  Since Mr Dutra was a repeat sponsor, he was able to tailor assignments to best make use of Col Dickinson’s experiences and expose him to Sun as an organization.

Sun Assignments.  Upon arriving at Sun, the author’s first and largest assignment, upon arriving at Sun, was to co-lead the sixth and final phase of a very large strategic outsourcing project.  Sun executives made the decision that internal software application development and maintenance was not a core competency the corporation needed to support.  Computer Sciences Corporation (CSC), a software Capability Maturity Model Level 3 developer and outsource specialist, could clearly handle this function for the software Sun used to run itself.  Sun outsourced the nearly 700 software applications that made up their internal inventory to CSC.  They broke the transfer down into 6 phases.  The author co-led the sixth and final phase of knowledge transfer events from the Sun employees that had performed the function to the new CSC employees who would perform it in the future.  

During this outsourcing project the author managed the work through a distributed team of Sun captains and associated project managers from CSC and managed their work using a combination of spreadsheet tracking, multiple weekly teleconferences, and written reporting on progress.  This project was very enlightening to manage since the team leader never met face-to-face with more than a few of the workers assigned to the team.  This presented a number of interesting leadership challenges as well, the project was an add-on to nearly all of the team’s regular daily duties.  It was also informative to observe the approach Sun employees used to teach their replacements how to do their jobs—despite knowing that at the end they would be let go.  Despite the awkward situation, it was surprising to see the professionalism the outgoing Sun staff applied to the task.
Following the completion of this large project, at the beginning of the new year, the author’s Sun assignments were made more flexible to accommodate greater travel as part of the fellowship program and to broaden the areas within Sun that he touched.  He has worked within the Executive Support Team, a group tasked with ensuring the IT environment of the top 20-30 executives of the corporation, starting with the CTO, and in meeting with product vendors and evaluating new products that Sun may incorporate into its IT environment.  Upon completion of the increased travel period, the author will return to some more regular assignments on projects within Sun and will perhaps look at potential further speaking engagements and opportunities within Sun's Leadership Forum.

Paper Outline

The ultimate purpose of this research project is for the authors to document the best practices and lessons learned from their corporate experience.  The flow of the research project provides the reader with an organized approach to examine lessons learned.  The first chapter provided an introduction to the Secretary of Defense Corporate Fellowship Program, including training and requirements.  The chapter also outlines the corporate opportunities provided each author.  Chapters 2 and 3 provide the reader with an outline of each company and their unique environments.  Chapters 4, 5, and 6 display main lessons learned by the authors, providing opportunities for DoD transformation, ranging from six sigma to strategic outsourcing.  Chapter 7 highlights opportunities where DoD can leverage the best practices of corporate America to transform the department and shift resources where they are needed most in this time of war.  Finally, Chapter 8 is a conclusion of the research project.  

Chapter 2

Sun Microsystems, Inc.

The network is the computer

—John Gage

Sun Microsystems, Inc.

Sun Microsystems, Inc. is an Internet infrastructure supplier focused during its entire corporate life on the concept that the “network is the computer.”  Using this concept as a guide, Sun has grown from a small start-up founded by recent graduate students in 1982, to one of the largest suppliers of the computing power behind the Internet.  Its annual revenues exceed $11B and the company has been cash flow positive for the last 16+ years.  The business is currently focused on “bridging the digital divide” and connecting “everyone and everything” so they can all participate on the network.
  Recent acquisitions of high-tech firms such as StorageTek, SeeBeyond, and Tarantella have grown Sun nearly back to the size it reached during the internet boom of approximately 40,000 employees and increased its market capitalization to over $16B.  

Company History

In 1982, Scott McNealy, Vinod Khosla, Andy Bechtolsheim, and Bill Joy were interested in making technical workstations designed to work together on the network.  Scott and Vinod had the business and investment expertise, Andy specialized in groundbreaking hardware design, and Bill had been leading the community development of the Unix operating system at the University of California at Berkeley.  Together the developed the Stanford University Network, long since shortened to Sun.  The company’s initial growth was extremely rapid and featured a number of firsts.  From incorporation and founding in February of 1982 to reaching $1B in revenue took just six years.  Along the way, they introduced such innovations as network file sharing and the first technical workstation for under $5000.

Astounding growth continued through the late 1980s and the 1990s with Sun announcing such exciting new breakthroughs as Reduced Instruction Set Computing, or RISC workstations, multiprocessor desktop systems, and Java, a software development program that allows platform independence:  software developers need only write software programs once to work on multiple hardware platforms.  After just 10 years, Sun earned a positive rating on Standard and Poor’s 500, followed quickly by the shipment of their one millionth system and a place on the Fortune 500.

The late 1990s featured Sun expansion of Java community development, reaching 2.5 million developers writing Java applications just after the turn of the century.  This community development concept, stretching back to Bill Joy’s original Unix work at Berkeley just prior to Sun’s founding, is a cornerstone of Sun’s philosophy.  As a company, Sun has heavily placed its bet over the years on open source computing:  sharing software and hardware source documentation with others freely to encourage community development and improvement of technology, while monetizing the support it gives to those who want to use the technology.  As such, nearly every major breakthrough Sun has developed over its history has been shared and/or licensed openly within the computer industry.

Leading into the 21st century, Sun has both stayed true to and expanded the original concept that “the network is the computer” by introducing products like the SunRay thin client, which relies on computing power in the server and frees the user to access their computing session from any client attached to the network, rather than being tied to a desktop for processing and storage.  The company’s recent and current work in grid computing has expanded the boundaries of the concept even further by offering computing as a utility.  Much like an electric power grid, Sun offers a network computing grid where companies that cannot, need not, or do not wish to invest in extensive computer infrastructure can submit programs to the central processing units, CPUs, that make up the Sun Grid for $1/hour of computing time.
  This concept was meant to revolutionize how people and businesses think of computing and fits neatly with the growing notion that purchasing services will be much more prevalent in the future than hiring workforce to do everything organically within a company.

Although Sun has posted net losses and shown contraction in gross revenues for the last four straight years despite continued breakthrough developments, the company continues to invest strongly in research and development to bring out new, competitive products in all aspects of the server market.  The stock market has not yet been convinced that Sun has recovered from these recent losses, and thus the stock still trades near $5 or less per share, where it has been for a number of years.  If the company’s investments in development and selling services more than products pay off, Sun could easily rise again to the heights within the industry that is has experienced over is short history, particularly compared to Johnson & Johnson, which is featured in the next chapter.

Company Today

The company is operated as a single, large corporation rather than a collection of operating companies, quickly rebranding acquired companies and technology with Sun brands.  The Chairman of the Board is Scott McNealy, one of the original four founders, who has remained in a leadership position since the company was formed.  The brand new CEO (as of April, 2006), is Jonathan Schwartz, having taken over from Scott McNealy, who served as CEO for 22 years.  The Executive Vice Presidents of the business units as well as those of corporate-wide functions (finance, technology, human resources) all report to the CEO, who has also been given a seat on the Board of Directors.  The new CEO is still forming the executive leadership team he will use to assist him in making major decisions about the company.

Sun is located in a number of main campus areas worldwide with large U.S. presence in the San Francisco Bay Area, around its headquarters, and in the Denver area.  This year Sun sponsored a fellow in the Chief Technology Office of Sun Information Technology (SunIT), the portion of the company working for the Chief Information Officer, Bill Vass.  Assignments during the fellowship included managing the sixth and final phase of a strategic outsourcing project, titled “Jupiter,” during which the entire application development and maintenance function from SunIT was transferred to Computer Sciences Corporation.  Additionally, the fellow actively used, explored, and helped configure and maintain the network environment used by the IT Chief Technology Office, allowing deeper understanding of the thin client environment Sun uses.  

Sun today organizes itself around the major software, hardware, storage, and service business groups that develop, provide, and service Sun’s product offerings.  Recent changes in the company’s organizational structure include measures taken to combine sales and services to focus on the monetizing concept of software as a service and to feature utility computing as a distinct business unit.  Traditional hardware lines like workstations and servers have been organized more functionally in today’s Sun:  Network Systems, Scalable Systems, Data Management, and Original Equipment Manufacturer business.
  One final attribute that has stayed with Sun since its inception is that innovation is key to developing technology and “contrarian minds” are vital to fuel that innovation.  Readers interested in more on this concept can refer to research.sun.com/minds/. 

Notes

Chapter 3

What is Johnson & Johnson?

In fact, we are the world’s most comprehensive and broadly based company in human health care.

—Bill Weldon, Chairman & CEO, Johnson & Johnson

Respected for its breadth of products, Johnson & Johnson is also known for top brands, innovation, and consistent performance worldwide.  Fortune Magazine rated Johnson & Johnson sixth among America’s Top 20 Most Admired Companies for the year 2006 and number one among American Pharmaceutical companies.
 Johnson & Johnson is truly a global company employing 115,600 employees working in over 200 operating companies, in 57 different countries, selling products around the globe (40% of sales outside the United States).
  So, how has a 118-year-old company grown from $120,000 in first year sales to over $50 billion and managed to excel through years of economic ups and downs and stiff competition?  A look at the firm’s history will shed light on reasons for the unique success of this company.

 Company History

Johnson & Johnson began as a partnership in 1885 to develop antiseptic surgical dressings.  Research by a noted English surgeon revealed that poor surgical practices were resulting in as high as a 90% postoperative mortality rate in some hospitals.  

Based on this discovery, the three founding brothers, Robert Wood Johnson, Edward Mead Johnson, and James Wood Johnson, began producing ready-made and ready-to-use surgical dressings in an old wallpaper factory in New Brunswick, New Jersey.  This new product, sterile dressings, coupled with new antiseptic surgical procedures developed by the Johnson brothers, led to the dramatic reduction in the threat of infection and disease, and increased postoperative survival rates.  By 1890, the company tripled sales to $350,000 and was well on its way to building a broad base of health care companies.

As the company grew, so did the product line with the introduction of Johnson’s Baby Powder in 1890— one of the most recognized and trusted products in the world.  That same year, in response to life-threatening injuries incurred by rail workers, the company developed the original First Aid Kit and also conducted a comprehensive study of first aid methods, resulting in lessons and techniques that are used to this day.  In 1920, an employee affixed gauze pads to surgical tape for his wife who was repeatedly cutting herself in their kitchen and the Band-Aid brand was born.  During the Great Depression, executive pay cuts and cutbacks in some operations meant no jobs were lost to the economic downturn.  This was an important point in the company’s history as symbol for leadership’s concern toward employees.  

In 1932, Robert Wood Johnson, Jr., (later to be called General Johnson for his rank and service in WWII) took over the company and took several important steps that changed the company.  In 1932 he developed the strategy of decentralizing Johnson & Johnson into a family of companies, still in practice today.  In 1943, he developed the Credo (see Appendix A), a one-page document outlining the corporation’s responsibilities to customers, employees, the community, and stockholders that are still in place today.  Then in 1944, General Johnson brought the company public with a listing on the New York Stock Exchange.  Robert Wood Johnson, Jr.’s “touch” is still felt throughout the company and unique approaches like decentralization and the Credo are referred to as the “General’s ideas.

The 1900s delivered rapid growth as J&J expanded overseas, grew product lines, acquired companies, created a separate division for surgical products in 1941, and entered the pharmaceutical market in 1959.  A notable event in company history that bears mentioning is Johnson & Johnson’s reaction to the Tylenol “scare” in 1982.  An unknown criminal laced Tylenol capsules with Cyanide killing seven people.  Responding to the tragedy, the company recalled over 264,000 bottles and cooperated with the media and authorities to keep the public well informed.  The recall cost the company over $100 million charged against earnings, but by following the Credo, earned the respect of customers and the market alike. The company instituted the well-known safety seals used on many products today and recaptured market share.  This event is still used in training programs and Credo discussions within the company as the expected response by leadership to tragic incidents.
 Business schools use this incident and the company’s response as a model for how to lead during times of crisis.

The Credo

In 1943, General Johnson developed a business philosophy (Credo) so dramatic that it drives the company still today.  There is no mission statement that hangs on the wall; instead for more than 60 years a Credo has guided the company’s actions.  Unique about this value system is its translation to over 36 different languages across the globe.  The company takes the Credo very seriously even administering an annual Credo Survey to assess how well the Credo is applied throughout the company.  Employees use the Credo as a moral compass; when faced with conflicting interests, employees are encouraged to ask what actions the Credo inspires.  The Credo is the “common cause” and necessary for Johnson & Johnson to operate in a decentralized environment.  Many decisions are made by individual employees and the Credo provides the moral backing to guide decision making.  The phrase “Credo decision” is heard throughout the company to explain why a business decision was made, even if controversial.  The full Credo is listed in Appendix A.  The priorities are listed below.

Customers.  The most important responsibility.  
Employees.  The company must provide a safe, challenging, and secure working environment for the employees.  

Community.  The company strives to be good stewards of resources, the environment, and active in the community.  

Shareholders.  Interestingly, shareholders come last, and when General Johnson wrote the Credo in 1943, he was the only shareholder.  The company believes the shareholder has a place in the credo (the strategy), but profits and Wall Streets’ interests should not drive or define the company.  

The Credo is similar to our military service core values in that it provides a direction for employee actions—the moral compass mentioned above.  But unlike the core values, it outlines a prioritized listing for employees and leadership.  During an interview with the Johnson & Johnson CEO, Bill Weldon, he said that the Credo is actually a company strategy.  Under decentralization, companies can use the Credo to help prioritize objectives and focus on what is most important to business success.  The Credo is truly the lifeblood of Johnson & Johnson.  It is a vision statement, mission statement, listing of prioritized values, and a unique approach—quite unlike any other companies involved in our program.
The Company Today

Today, J&J is ranked 30th on the Fortune 500 list, employing over 115,000 worldwide and operating in 57 countries.  As mentioned in the opening quote J&J is the world’s most broadly based health care company and similar to a diversified health care investment portfolio.  Because of its diverse company and product holdings, some members of the company compare J&J to a health care mutual fund.  In fact, no single franchise or brand accounts for even 10% of sales and although a balanced portfolio of brands exists, most are leaders in their particular fields.
  Additionally, the company’s financial strength provides the freedom to acquire new businesses, increase research and development (over $6 Billion in 2005), and pay handsome dividends to investors.  The year 2005 marked the 73rd year of consecutive sales growth, the 43rd year of consecutive dividends paid to shareholders, and over two decades of consecutive double-digit earnings increases.
  See Figure 2.  Johnson & Johnson has displayed impressive growth with extraordinary results over its 118-year existence.   
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Three Sectors

Today, the company is divided into three major sectors, each covering specific healthcare market areas.  The largest sector is pharmaceutical, followed second by Medical Diagnostics and Devices, then the Consumer Products Companies— the anchor of the Johnson & Johnson name. 

Consumer.  The Consumer businesses (franchises consisting of skin care, women’s health, baby & kid’s care, and over-the-counter pharmaceuticals and nutritionals) are the core of the corporation’s equity both in the United States and around the globe.  If consumer were a stand-alone business, it would rank at eighth in the world. This sector includes some of America’s most famous and trusted names such as Band-Aid & Johnson’s baby brands, a line that is over 115 years old. In 2005 annual sales were $9.1 billion (a 9.2% increase over 2004), 18% of total company sales, the consumer business is by far the smallest of the three.
  Company leadership, however, recognizes the trust consumers place in their products, even with the CEO stating the consumer sector is Johnson & Johnson’s annuity!  Consumer continues to produce strong growth from its heritage and emerging brands with a strategy of producing products based on sound science supported by professional recommendations.
Medical Devices & Diagnostics (MD&D).  This sector is growing rapidly for Johnson & Johnson.  Alone, the MD&D sector is number one in the world.  Comprised of seven companies, MD&D brings to market the life saving drug-coated sent device for reducing arterial blockage, devices for joint reconstruction, and antibacterial sutures just to name a few.  The year 2005 was very strong for MD&D, with sales increasing 13.1% over 2004 to $19.1 billion.
 Examining the chart at Figure 3, the MD&D sector is gaining ground on the Pharmaceutical sector. 

Pharmaceuticals and Nutritionals (P&N).  The largest of the three sectors, and the youngest in the company, P&N symbolizes the rapid growth of pharmaceutical profits in our country.  On its own, the Johnson & Johnson Pharmaceutical companies would rank fourth in the world.  This sector is focused on eight therapeutic areas of interest from pain management to cardio-vascular disease.  Although experiencing a rough year in 2005, with several drugs falling out of patent resulting in generic competition pressures, the sector still brought in sales of $ 22.3 billion.
  The growth “slowdown” should be a minor data point in the Pharma sector.  In the 2005 annual report, the company is quick to point out its long-term record of strong growth in the sector and ability to bring to market advanced drugs for unmet patient needs.
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Figure 3  J&J’s 2005 Gross Sales as a percentage

Decentralized Management

In 1934, Robert Wood Johnson, Jr. introduced decentralization to manage the Johnson & Johnson family of companies.  It is a unique business model that is still thriving after 71 years and practiced by the 230 operating companies.  In essence, decentralization at Johnson & Johnson is a strategy that places responsibility for business decisions within the business or organization closest to the customer.  Company leaders believe decentralization generates enthusiastic innovation and encourages an entrepreneurial spirit that becomes lost in a centralized controlling business environment.  For example, many of the operating companies still maintain their own boards and develop their own business strategies.  Despite the autonomy, companies are required to meet corporate business goals and implement a few standardized structures like human resources systems.  Yet on the whole, the decentralized system provides a large amount of autonomy to each operating company and senior executives.  While similar to the DoD, J&J is much more decentralized— even at the headquarters level.

Decentralization does, however present challenges that J&J executives are aware of and working to change.  For example, the company is trying to leverage its purchasing power with suppliers where previously there were many “faces” of Johnson & Johnson represented to each supplier.  Additionally, with 230 companies operating independently, there are breakthroughs being discovered almost daily, but the knowledge stays trapped inside the individual companies. Another challenge in a decentralized environment is to discover a method to communicate and collaborate on these successes.  Through corporate help, the operating companies are forming leveraging communities of practice across all sectors and using innovative software to link people and ideas together to generate collaboration.  Additionally a decentralized environment yields a decentralized organizational structure.  Linking and standardizing functions within this structure can be difficult, although not impossible, as the company is creating a standardized talent management function and an asset management function.  Although at times complicated, the autonomy appears to be working as the company continues to grow and maintain a lead in a majority of markets.

Who is J&J?

Although known worldwide for a few famous brands, Johnson & Johnson is a diversified group of some 230 operating companies divided into three major sectors.  The rich history of growth has created and nurtured the firm’s decentralized structure.  The structure has allowed the company to flourish over the years by leveraging the Credo as a moral compass and as a strategy.  Strong leadership values have guided senior executives who succeeded making sound acquisition decisions and using scientific knowledge to grow organic product lines.  The best way to sum up Johnson & Johnson is to restate the quote at the beginning of the chapter as being the world’s most broadly-based health care company. 

Notes

Chapter 4

Applying Information Technology

. . .employees can work "anywhere, anytime using any device”

—Sun Microsystems iWork Web Site

Two major and interrelated information technology trends currently used in the corporate world offer the DoD an opportunity to improve operations and performance:   telework and mobility computing with security.  This chapter describes the author’s experience with these concepts and how these functions might be applied within the DoD.

DoD Telework

DoD has not traditionally embraced a telework environment despite desires by segments of the workforce and small efforts over the last decade.  Although the department first published a Telework Policy in 2000, DoD has not met the goals for adoption of telework that were envisioned when the policy was drafted.  In late 2000 and early 2001, DoD expected to offer telework to 100% of its eligible population by the end of 2004.  One year after that deadline, at the end of 2005, DoD had less than 12% of the eligible population teleworking even for just one day per week.

With recent Base Realignment and Closure (BRAC) decisions causing significant workforce relocations, particularly within the National Capital Region (NCR), DoD has reconsidered a wider application of telework.  The recent experience during Hurricane Katrina in the Gulf states brought consideration of Telework as a method for accomplishing continuity of operations goals during crises or national disasters. The situation DoD faces with BRAC and crisis planning offer an excellent time to expand telework use.

For the purposes of this paper, telework is defined as the ability to work from a non-fixed office location (home, travel, flexible office [also known as “hoteling”]).  At Sun Microsystems, teleworking falls under a program designed to provide employees work location flexibility called “iWork” and the company classifies workers in one of three categories:  fixed office worker (what DoD is most used to—the employee goes to the same office every day located near co-workers and with control over the office environment), flex office worker (a hybrid telework concept, in which the employee can be reimbursed for some broadband internet access, works from home up to 2 days per week, and has the right to reserve a basic office space, or flex office, at any Sun campus), or home-assigned worker (employee works from home as a rule, but can use drop-in space at Sun campuses when necessary).  The latter two categories would be those considered to telework.  In DoD, typically telework is defined much more narrowly as at least one day in a non-fixed office location per week.

With the recent BRAC decisions, large numbers of DoD military and civilian employees will have their traditional fixed office locations closed and would have to relocate to other DoD facilities to remain in a fixed office environment.  If DoD successfully expanded their telework environment for some of these workers, it could save significant resources on military construction and refit of facilities.  Using Sun's iWork program as an example, Sun saved or avoided over $315M in their 30-40,000-employee organization over the five-year period from 2002-2006.  This combined figure was made up exclusively of documented avoidance (when new leases were negotiated for real estate, less real estate was acquired than that which would have been needed for a fully fixed-office workforce) and savings (as leases expired, real estate was relinquished due to not needing all which would have been required for a fully fixed-office workforce) of real estate costs.
  

When Sun began their iWork program in 2002, they originally used planning ratios of 1.4 sales force employees for each office “seat” of real estate acquired and of 1.2 home campus employees per “seat.”  Based on the program’s success, Sun currently uses ratios of 3.0 sales force employees per “seat” and 1.6 home campus employees per seat.  With computations made on real estate and employee support costs over the past five years, Sun has determined that fixed office employees cost them approximately $10K per year, flex employees cost them approximately $6.5K per year, and home assigned employees cost them approximately $3.5K per year.  If these types of savings were scaled to the more than 180,000 employees DoD reports as “eligible to telework,”
 potential savings of greater than $250M per year could be added to the projected BRAC savings of $600M per year as currently projected.

An additional benefit Sun has experienced with the iWork program is in retention.  Appropriately home-assigned employees are twice as likely to stay at Sun than fixed office employees.  Since DoD is no less concerned with retention of talented employees and the costs or replacing trained employees with those not yet trained, similar benefits would likely be seen if employees were offered the flexibility to telework.  These improvements in work force morale and employee retention would likely be even more marked in the National Capital Region during the upcoming relocation of significant numbers of civilian employees of Defense Agencies, like the Defense Information Systems Agency (DISA).  These employees very frequently chose where to live based on extended expectation of working in the northern Virginia area in the vicinity of the Pentagon.  Faced with working in the future at Fort Meade in Maryland, many would think hard about whether continuing with DISA would be their best option.  If given, even in the short term, an option to telework, the authors believe retention figures would be much higher and employees would put the thoughts of leaving DISA out of their mind.  In particular, DISA would be a good candidate organization to pilot such a program due to its employees' greater experience with information technology and corresponding comfort with “virtual” teaming and collaboration.  As an indicator of progress in that direction, DISA just expanded its telework opportunity for its workforce to two days per week from one, doubling the potential benefit to an employee for whom teleworking makes sense.  

As the DoD got more used to supporting telework as a regular option for part of its work force, newer generations that grew up using the Internet and information technology, especially as a method of social networking, would likely be more likely to consider a career with the DoD to be exciting, challenging, and rewarding.  However, like Sun, DoD would need to develop or expand management and manager training to improve its organizational ability to appropriately lead and manage a work force it potentially did not see regularly face to face.  Sun has provided right within its iWork program on-line, embedded, and contracted training opportunities for managers to develop their skills for dealing with teleworker productivity, guidance, and support.  All managers at Sun get portions of this training embedded directly into their manager training classes.  DoD could easily offer on-line training resources for managers' reference, but would likely need to hire a contractor to facilitate initial training for “rolling out” telework in pilot or larger organizations and/or for incorporating into current management training programs.

Mobility Computing with Security

The DoD places a great emphasis on being agile and mobile.  Part of this mobility is either provided or supported by having information systems that support mobile operations.  Sun Microsystems has developed a mobility computing environment for its employees that goes even further than current DoD efforts by using an extensive thin-client computing environment with two-factor authentication to ensure security of the environment.  The Air Force is currently making its move to a two-factor authentication process, using smart card login, for the Air Force network, but both the Air Force and other DoD organizations could improve mobility of their information systems environment with a wider use of thin-client computing.  This concept is not foreign to the DoD, in fact, Gary Winkler, Director, Army Governance, Acquisition and Chief Knowledge Office said “I see no reason why you can't have thin clients in all of the services.”

As evidence of this assertion, the DoD Intelligence Community is acquiring thin-client devices as the standard DoD Intelligence Information System (DoDIIS) Trusted Workstation, or DTW.  The DTW program, currently directed by Dr Ryan Durante, from  the Air Force Research Laboratory at Rome, New York, will deploy between 17,000 and 18,000 thin client DTW devices over the 2005-2007 period.
  One of the greatest benefits of using a thin client device in a secure computing environment is that the device retains no information once the user session is ended.  There is no processing, local storage, or persistent memory in the device, so if the physical hardware is stolen or lost, a hostile party in possession of it can gain no information.  Similarly, there is no need to secure any portion of the device or the work environment in which it resides when it is not in operation by an authorized user, simplifying physical security measures in and around offices.

An even greater benefit of using a thin-client mobility-computing model to provide work force flexibility is that any user can access their work session from any point in the network.  Users are not required to login at any specific machine or at any “home station” network location to access their active process—the session exists on the server supporting the thin client population and can be accessed from anywhere that can see that server within the network.  If the Global information Grid (GIG) were considered the wider network environment, and the thin client servers were made visible across the GIG, then any thin client could access any DoD member's work session.  Like is common at Sun, an Air Force employee could be working at their home station Air Force base in a fixed or flexible office environment, remove their smart card, travel to a work center elsewhere on that base, put in their smart card and type in their PIN (the second factor of two-factor authentication), and pick up with the same applications (e-mail, web, word processing, presentations, voice over IP) they were using in their office.  They could then remove their smart card again, pack their bags to travel to a deployed environment, put their smart card into a thin client installed in the deployed environment by perhaps a previous rotation of deployed personnel, and again pick up with the same applications as at home station, without having to create new accounts, or relaunch applications like is required when using a desktop PC, or “thick” client, environment.  As long as the client device used is attached to the wider network, the networked servers are configured for mobility access, and the user has valid two-factor authentication, no additonal or local system administration is needed to support the user at any location within the network.  All user account system administration can be done centrally, where the thin client servers could be located.  To get a sense of the scale of systems administrator savings, Sun employs over 30,000 thin clients and uses seven systems administrators to manage all the accounts.  

The benefits to DoD of using this type of approach are multi-faceted.  First, workers would be more productive because they would spend less time logging on and off desktop systems and launching or closing applications during each work day or work session.  Second, workers would be just as productive “on the road” within the DoD as they are at home station.  Third, an incredible number of systems administrators or client service administrators could be returned to previous roles of direct information management support to their organizations rather than spending their time performing local systems administration duties.  Fourth, security vulnerabilities from physical access to desktop systems would be a thing of the past.  Fifth, there are many energy efficiency improvements that can be brought about using this technology.  Finally, deployed network access would truly become as easily used by any rotational, or expeditionary, deployed force member as any other—the overhead of “account turnover” in deployed environments would go away.  Let me expand a bit on each of these benefits to DoD.

Productivity

There are many different aspects of how thin client computing could increase productivity of the DoD workforce.  As a start, the time each employee spends at the beginning and end of each day logging on and launching applications they work with on a daily basis would no longer be necessary as sessions are left running in a thin client environment.  Since no one other than the owner of the session can access it, security vulnerabilities are not created by leaving people “logged in” at their workstations.  Once the smart card is removed from the device, no capture of an active session is possible as the thin client returns to its “waiting” state until another valid smart card and PIN are used to reconnect to a session on the network.  

Further, productivity is improved when personnel are travelling on temporary duty (TDY) or deployments, as they remain capable of connecting to their network session from any workstation within the network.  The thought of being able to transparently move personnel within an organization from one work center, building, or base to another without setting up new accounts, accesses, or sessions, is a very attractive concept.  As a leader within the DoD, imagine being able to get out from behind your desk/workstation, visit anywhere within your organization throughout the work day and never be farther than an open thin client from all the desktop services you are used to using.  

In a security environment where multiple networks of different classifications are used, there is even greater improvement as the technology will support presenting multiple levels of classification on the same thin client.  This is not just the common practice today of connecting multiple classified network devices to the same keyboard, monitor, and mouse.  Instead, the trusted operating systems available can allow multiple classified networks to operate at the same time on the same client.  This not only saves the logging onto the network at the beginning of the day for one system, but for every level of system a user operates.  Again, large productivity improvements are possible.

Systems Administration

A significant number of DoD personnel today are dedicated to providing client systems administration at the desktop level or within a workgroup.  Since thin client technology has not software or processing resident at the client device, there is no need for this level of client system administration.  Although there is an initial cost in training the network system administrators how to run and manage a thin client server environment and to deal with problems users may experience in their session, this cost is more than overcome by the ability to return client system administrators to their original roles in supporting their work group or organization in information management and support roles, balancing the load that has been placed on nearly all DoD employees by the self-service nature of the large number of systems with which we work.  This in turn, will also tie back to the productivity improvements within the work group.  Further, the extensive patch and test cycle in effect for every desktop computing device is avoided when thin clients are used.  When those thin clients are using an operating system other than the much-attacked Microsoft Windows operating system, patch and test cycles are reduced even further.

Security

We have heard on multiple occasions about the senior official within or outside of the DoD leaving a laptop computer somewhere, allowing access to potentially sensitive data stored within the device.  In a thin client environment, not only is this issue avoided with laptops, since thin client laptops, like their desktop counterparts, have no persistent information stored in the device, but it is also avoided with desktops, so unauthorized users in a work center environment, cannot access sensitive data by compromising the local workstation.

Since thin clients also are simply devices used to display a user's session, they take on the “personality” and access of their current user.  This is one of the reasons the Navy can use thin client technology to provide Combined Enterprise Regional Information Exchange System (CENTRIXS) access tailored to coalition partners on Navy ships while also providing Secure Internet Protocol Router Network (SIPRNET) access to US personnel all at the same client.  This saves the Navy the weight, cabling, complexity, and administration of multiple devices to service multiple classification levels and versions of CENTRIXS for all potential coalition partners.  There are certainly more environments in which size, weight, and complexity are important to conserve, where thin client mobility computing with its inherent security and flexibility could be used.

Energy Efficiency

The DoD has long been interested in energy efficiency both due to cost savings, but also due to environmental reasons.  Recently the Air Force won a 2005 Green Power Leadership Award for its commitment to green power as the nation’s largest purchaser of renewable energy for 2004.
  Using thin client computing may not initially seem like a major way to increase energy efficiency or to reduce energy consumption, but each thin client device requires significantly less energy to operate than a single typical workstation.  Considering the numbers involved and the potential for multiple workstations being replaced by single thin clients, the savings can really add up.  Sun Microsystems recently sponsored a conference on Energy Efficiency in the Data Center in Santa Clara, CA, at which the great energy consumption by typical network data centers was discussed.  In addition to the reductions in energy consumption by the client, much more energy-efficient servers are available to serve those thin clients again lowering both costs of operation and energy consumption.

Deployed Computing Environment

One of the significant costs and complications of setting up a deployed base is providing an adequate computing environment to support today's high-technology force.  With thin client computing; however, there is potential to limit the equipment needed to support the user to just the thin clients themselves and adequate connectivity to the network center that supports the deployed environment.  Sun has demonstrated this concept with its serverless sales offices in numerous locations, such that nothing is local to the sales office but the thin clients and the internet service.  The typical home office environment is also serverless, with the thin client device simply connecting across the employee's home internet service to a Sun network location where the thin client server is located.  The potential for simplifying the set-up and support to deployed computing environments is extensive.

These arguments indicate significant potential for improving DoD operations by considering a different approach to providing the desktop computing environment expected by nearly all DoD employees.  On multiple different measures, thin client computing shows benefit over current extensive desktop workstation environments.  As an added benefit toward quality of life at DoD installations, it is also possible to put thin clients in “kiosk” mode for use by dependents, visitors, etc., without opening additional vulnerabilities into the DoD network.  Since the DoD is such a large entity, an immediate move to thin client computing across the board is neither likely nor feasible.  However, a pilot program of installing thin clients across an entire base, post, camp, or station (or one of each kind), to include quality-of-life “kiosk” clients in community areas would be a good start to a “crawl, walk, run” program of converting the DoD to thin client computing.  The gains will not be as dramatic as collapsing networks and data centers down across entire services and the DoD, but they would provide a good business case to use for selling the program on a larger scale. 

Notes

Chapter 5

Outsourcing Strategically:  Multisourcing

Many outsourcing deals fail to live up to their potential because of the widespread use of outsourcing in an ad hoc, compulsive way

—Gartner Research

The DoD has been outsourcing work for years, but typically approaches outsourcing by looking at the local activity level, rather than at vertical functions throughout a component.  According to Gartner research, this is both a common failing of businesses and a symptom of what they call the “Eight Myths of Outsourcing.”
  The myth is that an organization can look at outsourcing decisions as independent of both business strategy (or national or defense) strategy and other outsourcing decisions.  Instead Gartner argues for disciplined multisourcing.
  DoD could improve the effectiveness of its efforts to outsource by using this kind of methodology.

During this fellowship, one of the authors participated in managing a portion of the strategic outsourcing of software application development and maintenance across the entire Sun Microsystems corporation.  In a seven-month period, over 2,000 knowledge transfer events took place at Sun locations around the world to teach the contract provider's personnel the software environment at Sun.  Software development and maintenance responsibilities for over 600 applications were transferred to Computer Sciences Corporation (CSC) during the program.  

Success in the program was partially due to the model CSC used to approach the work.  CSC used a teaming model that shared responsibilities for the software work across several teams, each of which could work on multiple software applications.  This allowed CSC to share the expertise they had gained from Sun internally and allow for increases or decreases in their workforce and workload over the life of the contract with Sun.  The contract was negotiated with the expectation that Sun would be able to increase or decrease CSC’s work efforts, in effect to be able to “dial up” or “dial down” the support provided—an option not available when Sun was relying on their internal workforce to accomplish this function.  Since Sun approached this outsourcing decision strategically, giving the entire task across the worldwide corporation, CSC was also able to take advantage of economies of scale to bring together a workforce large enough to have flexibility in which individuals spent what work time on which projects.  

Had Sun outsourced a number of local activities at certain campuses, they would have paid the overhead for each of these activities in each locality, increasing the amount spent to accomplish the same work.  This is much the approach the DoD, particularly the Air Force, has used where outsourcing projects and studies are done typically for part of a base function, like housing at Hanscom AFB or telephone systems at Cannon AFB, not all housing across the service or even a large region for the whole DoD.  If the DoD approached these decisions from a more strategic perspective, larger savings should be the result.  

One example outside the DoD where the government has taken a strategic-level approach to outsourcing a function in the government has been the US Postal Service outsourcing the movement of mail to FedEx Express.  By contracting with FedEx, one of the SecDef Corporate Fellowship sponsor companies, USPS was able to turn over all aspects of the actual movement of mail to a company for whom nationwide shipping was a core competency, gaining both savings and increases in performance.  The USPS could then focus more fully on its core competency of universal regular mail delivery service  to the home throughout the United States.  Another example of strategic outsourcing seen among the sponsor companies was the Canadian government's approach to fielding a new maritime helicopter.  Rather than simply contract for the aircraft themselves, they contracted with Sikorsky Aviation for a “turnkey” capability, from development, manufacturing, delivery, maintenance, overhaul, repair, and retirement all performed by Sikorsky, rather than Canadian government personnel.  

As Thomas Friedman notes in The World is Flat, this type of large-scale outsourcing, using high-speed data networks to allow workers anywhere in the world to participate in service delivery at widely disparate locations is increasing.
  Gartner similarly recognizes the increase in this type of outsourcing and has made it the forcus of a number of research reports recently.  In one of them, they argue that ad hoc approaches to outsourcing, like that often seen in the DoD, will lead to those organizations being dissatisfied with their outsourcing efforts 70% of the time between now and 2010.
  This report goes on to lay out five key questions to ask before engaging in a better approach they call multisourcing (because it accounts for multiple efforts to move the source of work needing to work together):  Why outsource it?, What will be done?, Who should do it?, How should they do it?, and Where should they do it?  These questions help frame the decision in the bigger picture of the organizations strategy and instill the discipline to keep that strategy foremost in making the decisions.  The DoD could improve its transformation efforts by embracing, rather than resisting or ignoring these changes and approaches. 

Notes

Chapter 6

Six Sigma

Our goal is to be the best and most competitive health care company in the world and sustain that position through Process Excellence.  This company will never rest in its pursuit of excellence.

—Bill Weldon, Chairman and CEO

Johnson & Johnson

The pursuit of continuous improvement dramatically changes an organization and often significantly improves business capabilities and achieve sustained superior business results.  Application of continuous improvement methodologies is heavily used in corporate America with industry giants like General Electric and Toyota producing legendary results.  A popular improvement methodology called Six Sigma is used in many companies as they try to gain a competitive advantage in their industry.  These methodologies and their tools are even being applied sporadically in the military services.  While DoD has “pockets of excellence” using process improvement in all of the services, the agency can learn from corporate America’s wide implementation of continuous improvement through the use of Six Sigma.

What is Six Sigma? 

 Six Sigma is a statistical methodology that measures a process in terms of defects.  It is also a philosophy of managing elimination of defects through practices that emphasize understanding, measuring, and improving processes.
  

Sigma is a statistical measure of variation that business uses to indicate defects in the output of a process and statistically display how far a process is away from perfection.  Business Sigma measures how many defects are likely to occur per million opportunities—the greater the sigma the fewer the defects.  Figure 4 provides a process sigma chart where DPMO represents “Defects Per Million Opportunities.”  For example, if a process is operating at “4” sigma, the process is 99.37% defect-free and only producing 6,210 defects per million opportunities.  In other words, the process is in control of producing a defect-free product 993,790 times. The 6,210 times, however, there is a defect that is costing time, money, and customer dissatisfaction. Thus, “6” sigma is a 99.9997% defect-free process resulting in only 3.4 defects per million opportunities.  In comparison, many managers would view 99% quality as more than effective, but comparing 99% to Six Sigma performance is profound.  For example, for every 300,000 transactions in a process on a daily basis, a 99% performance would result in 3,000 errors compared to only 1 defect when operating at Six Sigma.  At its heart, the Six Sigma methodology is used to discover the root causes of variations in a process so improvement will result in a decrease in defects.  When described in these terms, the benefits of processes delivering at Six Sigma can result in a competitive advantage.
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Figure 4  Process Sigma Chart

Six Sigma Process

  The Six Sigma methodology is a process of five problem-solving steps called DMAIC.  The acronym stands for Define, Measure, Analyze, Improve, and Control.  Each of the steps involves the application of statistical tools and is executed in a sequential order.  Eliminating steps or working out of order will derail improvements as the order of the methodology is used to identify problems in the process and determine a correction.  Each step contains tools necessary to complete the process in an orderly statistical fashion.

Define.  The purpose of the define phase is to develop and gain agreement on the improvement project, scope, and purpose.  The phase is used to define the problem, develop a business case, and build a team around a charter that leadership supports.  Other tools are used to map out the current process, determine customer requirements, and root causes of the variation.  The critical aspect of this phase is to gain alignment with leadership and the team to define the problem and remove barriers.

Measure.  The goal of the measure phase is to pinpoint the location or source of the problems by gathering baseline data to focus improvement efforts.  Here the tools focus on collecting, mapping, and narrowing in on potential causes for further investigation in the analyze phase. 

Analyze.  During the analyze phase, the goal is to develop theories of root causes of the problem and then use the data to narrow in on the sources of variation causing defects.  Hypothesis testing may be used to determine causes of defects.  At the end of the phase, the root causes resulting in variation and defects will be identified.    

Improve.   During the improve phase, the goal is to take the understanding of root causes and develop solutions to decrease defects.  There may be several theories for why certain variables are causing defects; the improve phase uses tools to test theories and finally develop a solution.  When testing shows the changes made to the process eliminate or reduce the root causes, thus increasing the process sigma, this phase is complete.

Control.   The control phase is used to ensure gains are preserved and locked into the new process.  The key is to make certain the process is delivering results expected from the DMAIC analysis of the problem to hand off the changed procedures to the new process owner for monitoring and future adjustments.  The tools in this phase document the new procedures and monitoring process data to ensure the new process is in control.  At some point, there may be a need to go through the entire process again to increase process sigma if the capability exists over time.

The DMAIC methodology is a thorough and time-consuming process.  However, when faced with a problem where the root causes are not obvious or a change to a process is required, the DMAIC steps will result in identification of the problem and a solution.  The methodology, however, is not for every problem.  Some problems are easily solved in the Define phase and do not need Six Sigma resources.

Who is responsible?  

A team of trained professionals manage and implement Six Sigma programs.  These professionals are identified as various colored “belts” depending on their level of training and experience— much like in the martial arts.

Master Black Belts (MBBs).  MBBs are highly-trained experts in the Six Sigma methodology.  They are full-time Six Sigma professionals, who are responsible for developing training programs, mentoring other “belts” through projects, and helping identify the most pressing projects.  It can take years to develop a Master Black Belt, but the cost is justified as they bring hard results by focusing 100% of their efforts on process improvement programs.

Black Belts (BBs).  BBs are full-time experts who lead project teams.  BBs’ experience develops through four weeks of intense training before certification and from working on several Green Belt projects.   BBs are the core of a Six Sigma program since they identify problem areas and lead teams to develop solutions and cost savings.  They also teach and mentor Green Belts through their projects.

Green Belts (GBs).  GBs work part-time on projects.  They are trained in the DMAIC methodology and assist BBs.  At J&J, GBs receive two weeks of training and must complete a project using the DMAIC methodology to become certified.

Champions.  Champions are company leadership who connect Six Sigma to the business.  They are responsible for selecting Master Black Belts, prioritizing projects, and removing barriers to Six Sigma implementation such as resources.  Champions are fully trained and are the catalyst for ensuring Six Sigma is ingrained within the business and culture.

Leadership.  Leadership involvement is essential in any change management program.  If leadership is not fully involved in supporting and implementing Six Sigma, resistance within the organization will appear around every turn.  The quote at the beginning of the chapter is an excellent example of leadership support needed to direct a continuous improvement program.  Thus it is essential that senior executives are involved and they support Six Sigma in their organizations by properly allocating resources, communicating success stories, and creating a culture of continuous improvement. 

Where is Six Sigma used?

Six Sigma is being used throughout many companies and in numerous industries worldwide.  The basic tenet of Six Sigma is to eliminate defects that customers actually determine.  So, the customer needs are the focus of a Six Sigma project.  For example, a customer purchasing a cell phone expects the device to work as advertised.  If the cell phone experiences power interruptions, there is a defect.  A properly functioning cell phone is a “critical to quality” point for the customer.  If this defect is common throughout the company’s manufacturing process, imagine how many defective cell phones are being produced and how many dissatisfied customers are created with each “bad” experience.  The customer unhappy with their purchase, will return the product, and may not purchase from the same company again.  This result, repeated over thousands of times, can severely impact a company’s performance.  A Six Sigma project, applying the DMAIC process discussed above, can determine where and why a defect is happening and refine the process to eliminate the defect.  The most important takeaway from the Six Sigma methodology is the focus is on the customer.

Six Sigma projects are not limited to manufacturing process improvements.  Although Six Sigma was born out of manufacturing improvement, the methodology is easily transferable to most processes.  There are many examples of Six Sigma being used to improve call center response times, reduce and refine mortgage processes in banks, and increase response time to reduce the number of pot holes in major cities!  The key is to remember the focus of the project; what is a defect (determined by the customer) and why is the process unable to eliminate defects.  It helps to have data available to statistically measure, but even where large amounts of data are unavailable, Six Sigma methodology and tools can still be applied to isolate defects.  Another important factor to any process improvement project, either manufacturing or business process, is to have leadership support to remove barriers and allocate resources for the improvement.  A strong team with support from the top can produce powerful results using the Six Sigma methodology in any environment, manufacturing or business process.

What if the process is broken?

Design for Six Sigma is a methodology available to redesign a process if, as it currently exists, it is unable to reduce or eliminate defects the customer won’t tolerate.  Even after applying Six Sigma methodology to a process, it may be determined the process is unable to produce at an acceptable level for the customer.  For example, as technology improves or customer requirements change, existing processes may not be able to meet changing customer quality demands.  Design for Six Sigma is a similar process to Six Sigma improvement with similar steps.  There are Define, Measure, Analyze, Design, and Verify phases. The differences between this process and an average Six Sigma project are the Design and Verify steps.  The Design step ensures a new process is designed around customer requirements that can produce at the required performance.  The final step, Verify, ensures the process is tested during implementation to confirm performance at the designed level.  Applying the Design for Six Sigma methodology to develop a new version of a current process or to create an entirely new process can ensure customer needs are met from the beginning thereby increasing value.

  When to use Six Sigma

The application of Six Sigma to all processes is endless.  There is, however, a cost associated with allocating employees and resources to solve a problem.  A Six Sigma project is usually applied to the most pressing of problems.  With limited resources, an organization should focus on the most pressing or costly problems first, and then work down a prioritized list.  When introducing Six Sigma, it’s best to attack a problem creating the most “pain” first, thus gaining a big win that will hopefully generate support for the process.  An experienced process improvement team will be able to identify the problems that allow the organization to achieve the highest return for the investment.  Additionally, most process problems can easily be solved with basic “attention” to the problem without going through all the Six Sigma steps.  An organization should be mindful that applying “common sense” to most basic problems provides readily available solutions.  Recommendations on how to implement Six Sigma into the DoD follow in the remainder of this chapter.

Recommendations to DoD for an Improvement Program

Although DoD continually pursues improvement, our experiences as fellows at J&J and other sponsor companies call on us to continue moving forward and help the agency’s efforts gain traction.  The observation areas listed in this section are lessons learned from interviewing numerous experts and leaders at Johnson & Johnson and from experience with the firm’s process excellence program. The effectiveness of using continuous improvement tools to implement change management in Corporate America is a strong indicator of potential success for the DoD.  The tools of Six Sigma, Design Excellence, and Lean provide objective results through either statistical measurement or documented research evidence convincing executives that change must occur to reduce costs and gain savings .  For the DoD, a savings of time increasing the velocity of a process can mean the difference between life and death.

Implementation.  This topic is the key to success.  Just as continuous improvement is a journey that never ends, implementation of improvement processes and tools takes time and rarely brings immediately visible returns.  During the 1990’s, the Air Force Total Quality Management (TQM) program failed due to the rapid standup and immediate demand for success.  Leadership’s attempt at change management ended as it began and “quality” was almost completely exorcised from the language but, thankfully, not the culture.  Many in the military have a strong desire to improve programs or processes; they just haven’t had the exposure to the processes or tools that are transforming corporate America.  It is instrumental that DoD support the services and agencies through continuous improvement programs growth without forcing any particular method to unwilling participants nor planning an inspection cycle within a short period of time. Having time to implement and manage the process before being judged is important

Having started in the late 1990’s, J&J’s Six Sigma, Design Excellence, and Lean tools implementation is still ongoing and on different schedules in the various companies depending on their ability to assimilate process improvement programs with workload and business impact.  As we shift resources from current operations to meet this new demand, an immediate DoD directive force-feeding military services will generate the same negative results as TQM and hinder operations currently underway.  The key requirements are to begin implementation where the proves will have the most impact, strong leadership support, and use trained improvement professionals.  Several process leaders at J&J, recommended the DoD start with the problem creating the most “pain” first, empowering employees to solve their problems, then communicating results.  The results will “win over” employees which will generate traction as the organization moves to the next “pain” to attack.  Bottom line, be careful not to implement too fast and demand immediate results.  There must be a strategy to gain grass roots support and provide organizations the time needed to gain traction.

Leadership involvement.  Every leader understands that the organization will pay close attention to their areas of interest.  At Johnson & Johnson, the CEO, Bill Weldon, is actively involved in supporting their process excellence program from speeches to conferences.  The company has formed leadership councils at all levels of the organization to provide support to continuous improvement programs by removing barriers, prioritizing projects and providing resources, and validating then communicating success.  The recent creation of the USAF’s Smart Ops 21 (see the article in Appendix B) with its support from the SecAF and CSAF is an excellent example of positive leadership involvement.

In his book on Lean Six Sigma, Michael George outlines the absolute importance of having a committed and engaged CEO or the program will fail or indeed never be implemented at all.  Also, without their direct participation in kickoff events and continued support, the program will end up being the flavor of the month.  Another important leadership support requirement, from not just from the CEO but throughout the organization, is that all leaders must understand the impact of a solid continuous improvement program and fall in line behind their senior leaders. 

Training.  The most important task at hand.  Although most of the tools used in continuous improvement processes are common sense and could be learned from a book, when starting out it is very important to seek the help of an outside agency.  An outside agency usually has vast experience in using the tools as well as professional training on how to use the tools—knowledge not currently resident in the military.  Again, we cannot start a continuous improvement program overnight and expect results immediately.  When I met with J&J’s vice president for consumer worldwide process excellence, her recommendation for the military was to slowly implement training through outside experts to work with motivated internal employees.  Understanding funding is usually not available to start programs, she suggested building a cadre of part-time experts in the military who can gain experience and then teach other employees.  

J&J’s continuous improvement journey has spanned years so the firm has developed an internal staff of MBBs and BBs who train the new GBs on the process and tools.  Yet they are not against going outside for some training.  During my assignment, I attended a Lean Tools course offered by the Lean Enterprise Institute (www.lei.org) even with resident Lean experience on J&J’s staff.  It was an excellent opportunity to learn the latest tools and methods of application from a diverse group of instructors internationally respected for their Lean expertise.  The takeaway on training is to employ experts in the beginning until momentum is gained with a solid group of trained experts.   At DoD, progress will be slow as we attack the worst problems first.  We can use outside experts to solve the challenging problems, create grass roots support among employees and continue to succeed when employees see the process is making work better for all.

Challenges.  There are several challenges requiring work and focus in the DoD environment.  The most successful DoD stories are examples closely resembling manufacturing processes.  The jump to other processes will be more problematic because the results can be difficult to measure and communicate. Benefits such as reducing workloads or the time to complete a process are intangibles and may be more difficult to appreciate.  In addition, it can be difficult to motivate DoD employees when budgets ebb and flow, results are hard to track, and performance is not tied to results.  In contrast, results in the corporate world often increase top and bottom lines and show up in bonus increases or pay increases for the employees—clearly motivating.  The challenge will fall on DoD leadership to communicate results and ensure performance is rewarded.  Another difficulty for DoD is the continuous movement of its number one resource, people.  In this case, training and leadership support will be imperative to ensure ground is not lost or the culture of continuous improvement disappears.  One method of providing continuity is through a lessons learned or best practices program.  At Johnson & Johnson, the Process Excellence program has a central web site to communicate best practices and results worthy of communicating through the organization worldwide.

How to assess.  Johnson & Johnson uses a unique program of Business Assessments to rate:

1. How an organization compares to the best in their class

2. How well business management principles are engrained

3. How well process excellence programs are deployed throughout the organization

4. Gain feedback to help develop improvement actions

5. Receive recognition for their accomplishments

Functional and continuous improvement experts from outside the organization administer assessments.  They are non-attribution and recognition is similar to an Olympic medal celebration where the organization is rated Gold, Silver, or Bronze.  Internal assessments are usually on-going when needed and the organization is not pressured to hold a business assessment unless they are ready.  Again, it’s a learning process to improve the business, not rate how well or badly the organization is performing.  Each organization matures at a different rate depending on its business and resources.  This same approach would need to be understood in the DoD.  Depending on mission, role, and resources, some units would implement continuous improvement quicker than others.  We must take care not to create an inspection program that demands results or forces compliance across the board.  Rather we must create an “assessment” process where an organization is provided feedback on its improvement journey and where a group of experts can provide recommendations for action.

Continuous improvement and quality programs are permanent fixtures in corporate America.  The benefits of these programs outweigh the cost/investment—if not the programs would be eliminated.  The programs and processes are refined and successful companies. The key is the processes are adapted to the culture and needs of each company.  There are many ways to successfully integrate continuous improvement programs into a large organization like DoD.  The challenge for DoD will be to implement the methodologies without terminating the program before it starts.  Most of the companies involved in our program began their continuous improvement journey in either the late 1980s to early 1990s.  This is not a program that can be implemented and deemed successful over night, but will take years to engrain in the organization’s culture and become a natural part of employee actions.  The value brought by continuous improvement programs to corporate America has been tremendous.  For example, most Master Black Belts target to deliver about $500,000 of savings a year.  Finally, the only way to stay on course to see a successful continuous improvement program through the implementation and culture adaptation phases is for senior leadership to stay engaged.  Bottom-line, without senior leadership ensuring continuous improvement programs are a priority, the processes will “die on the vine.” 

Notes

Chapter 7

Observations and Recommendations

Our challenge is to transform not just the way we deter and defend, but the way we conduct our daily business. Let’s make no mistake. The modernization of the Department of Defense is a matter of some urgency. In fact, it could be said that it’s a matter of life and death, ultimately, every American’s.
—U.S. Secretary of Defense
Donald H. Rumsfeld
In our eight months of experience with Sun Microsystems and Johnson & Johnson, it became clear that both corporate America and the Department of Defense have much to learn from each other.  Although bottom lines differ, profit in companies and mission accomplishment in DoD, both commonly control vast amounts of resources.  As Secretary Rumsfeld imparts in his plea above, we must transform the way we conduct our daily business.  With having the unique opportunity to observe and participate in how both Sun and J&J conduct their business on a daily basis, we offer the observations and recommendations below as opportunities to transform our department.  The points made below are not criticisms, but highlight areas with opportunity to improve our processes and save money and time.  

Talent Management

The lessons learned on talent management in corporate America are dramatic.  Wall Street demands to continuously be profitable drives a fight for talent, the outsourcing of non-core jobs, and the impetus to react quickly when talent is needed.  This fellowship provided an excellent opportunity to interact with senior executives and observe how companies determine what talent is needed, how they attract the best, and how their talent meets company goals and objectives. 

Goal Alignment.  At the beginning of our orientation program in Washington, D.C., the Deputy Secretary of Defense, Gordon England suggested each of us find out how our sponsor companies align employee goals to company goals.  At Johnson & Johnson, the company has developed a unique process to align each employees goals to franchise goals and further to business goals.  This process of aligning employee goals to company or business unit goals can produce dramatic results.  The process is called OGSM for Objectives, Goals, Strategy, and Measures.  At the beginning of the process, senior executives develop their yearly objectives, goals to meet those objectives, the strategy required, and finally measures for success.  There is no set design of the process per se, but usually as the first template cascades through the organization, it will look similar.    As each unit hands down their OGSMs, each subordinate organization will develop their OGSMs to meet the goals of the one above, and trace them to each employee.  Each employee selects goals from their unit’s OGSM which provides a unique opportunity to  align every organization and their employees’ goals up and down the chain of command.  

Sun similarly aligns individual performance with corporate strategy using a cascading approach that begins with the “eleven words” that drive Sun’s goals: “Make Money.  Grow.  Re-enlist Champions.  Leverage our Partners.  Simplify our Business.”  Strategy cascades down through each level of the organization to individual performance plans.
  Incentive compensation is based both on meeting individual goals and the company meeting its goals.  This is measured quarterly to provide timely feedback to company employees.

Leadership Development.  The point of this observation is to affirm how well the military is developing leaders.  When it comes to leadership development, the United States military is the envy of corporate America.  The authors spent hours with numerous members of the Sun and J&J leadership teams explaining how the military develops leaders and decision makers and prepares them for challenging positions.  Each service, using their centralized personnel system coupled with functional managers ensuring members are professionally growing at the right pace, consistently develops leaders ready for increased responsibility.  At J&J, the decentralized nature of the company has created an almost closed personnel system at each operating company where it can be difficult to break out of each silo; not impossible, but difficult.  Company executives understand the challenge, but with a global workforce desiring to remain close to home, it is difficult for J&J to create a centralized personnel system and develop a robust pipeline of ready-now leaders who can rise to any challenge anywhere on the globe.

One of our projects involved working with an operations team and human resources professionals designing a process to develop ready-now leaders.  J&J is growing at a steady pace and projections of leadership vacancies are real.  The team chose to identify specific competencies leaders require at different levels and to design a process to identify leaders who are immediately ready for increased responsibility. They also worked on a process to focus tomorrow’s candidates on honing their competencies for future positions of increased responsibility.

On the other hand, at Sun, the application of collaboration and mobility computing technology allows organizations to form across the entire corporation without being limited by either geographical workplace or operating company restrictions.  For example, movement within the company from group to group is simplified and the talent pool is more evenly shared across the entire corporation.  Sun executives also encourages movement among operating locations within the company by sponsoring seminars on other locations at Sun main campuses to generate interest and dispel nervousness at potentially moving to another area or work team within the company.  This is not to claim that Sun has solved all leader development challenges or developed as highly structured a system as the military, but they do use avenues such as regular leadership forums, leadership conferences, and leadership programs, like the Sun Leadership Institute to develop leadership within its workforce.  The fellowship offered the opportunity to speak at one such conference for leaders within SunIT in October and discussing decision-making and leadership from a military perspective, a voice not commonly heard within Sun, was well received by the audience.

Diversity.  When talking to Diversity professionals in corporate America, they usually point to the DoD as a success story in diversity.  In our opinion, they are correct.  Diversity has come a long way in corporate America, where the true advantage is in the bottom line, profits.  Sun has an extremely diverse workforce both in its major campuses and across its worldwide locations and J&J has a robust diversity program with mandatory courses taught by an outside contractor.  Lt Col Murphy attended both courses offered by J&J and was impressed with the instruction and the increased level of awareness created by the training.  Where J&J in particular is also succeeding is in diversity of thought.  As a global organization, there is cross flow of employees from different countries, with different educational backgrounds, and different professional experiences.  As he observed the employee staff at his J&J duty location, he was impressed at how this diverse crowd worked as a team and continued to innovate new ideas and products.  The point here for the DoD is to not lose sight of diversity and rest on our laurels.  We are still at the top as we don’t require all of our employees to go through an awareness program, but we need to ensure a mutual respect is given to all employees of the DoD.  With religious differences and accusations of sexual assaults nipping at our heals, we cannot make diversity a “shoot and forget” program.  We must continually remind all who serve that differences in opinion, thought, educational background, and professions are just as important as recognizing differences in race, ethnicity, and gender.

Recruitment and development.  As mentioned in a meeting the author attended with several human resource managers at Johnson & Johnson, “there is a war for talent!”  In corporate America, the goal is to hire the absolute best employees and develop them as needed.  If you hire the best, they will adapt and successfully meet challenges.  The obvious differences between corporate America and the military services are our up-or-out system.  Companies have the luxury of shopping around for talent if it doesn’t exist in their organizations.  In a discussion with Mr. Bill Weldon, CEO of J&J, he would rather hire from within the company first if the talent were available; if not, then they search outside.  But, even with the ability to hire outside their system, J&J actively recruits at the best science, engineering, and business schools.  It’s unhealthy to only hire from outside the company, but in a decentralized company like J&J, it’s imperative to hire fresh talent who can develop and grow up in the company understanding how to operate in the system.  When attending company communications events where new hires were introduced, the qualifications and schooling of personnel was always impressive.  

Civilian employees’ aside, for uniformed personnel, we grow up in our system; there are two ways to move:  up or out.  Corporate America is impressed with how we develop our people and groom leaders throughout every level, however, it is imperative more than ever that we recruit and attract the best talent America has to offer.  

Training.  Although everyone in corporate America and DoD would agree that training is another one of the military’s strong points, we should take a few pointers from great companies as we continuously improve our training programs.  J&J leverages a web-based training system to not only track employee training but also to offer professional development courses.  The author attended several virtual courses offered through the web and also scheduled classroom courses through the internet.  The various services are using web-based training more each year, but it was surprising to see how much training is web-based at J&J.  The J&J eUniversity lists over 25 schools for functional and professional development.  Everything from sales classes to leadership development courses were offered over the web.  Access was just a click away with an email for courses with an associated cost sent to supervisors for approval; courses with no cost provided immediate access.  Course completion is cataloged for each student and available for supervisor review.  This web access is important when an employee and supervisor agree certain skills either need to be improved or developed and an action plan can be created between both parties using courses available through the J&J eUniversity.

Sun similarly provides extensive e-learning opportunities both on mandatory and elective bases.  Courses required for employees are provided through web-based media and tracked by management in a method similar to J&J.  Elective programs and presentations on Sun products and processes are provided continuously and usually take the form of dial-in audio teleconferences with shared presentation material.  The company also offers face-to-face programs at multiple campus locations.  With a workforce as widespread among campus and home work locations as Sun is, continuation and expansion of web-based collaborative learning opportunities is key to their high retention rates.

Human Resources Responsiveness.  As previous commanders, we’ll state up front, that this topic is an axe to grind.  During our nearly 40 years of combined active-duty experience, we’ve experienced how slow and downright unresponsive our personnel system can be when trying to quickly respond to new missions.  Again, this is from a unit commander view, the response to higher-level officials may be quicker depending on rank and position.  If DoD is to truly transform, it will need to transform the velocity of the personnel system.  We’re aware of the National Security Personnel System (NSPS) implementation and the changes it can offer, but are not yet convinced this will change the pace of response in the system.  In the DoD, leadership is almost at the mercy of the personnel system.  In corporate America, human resource departments exist to provide a service to leadership, as company profit is on the line.  

An example seen at J&J one day can indicate the level of responsiveness and flexibility demanded by corporations operating in a rapidly changing environment.  An engineering Director developed a business case to move into some “white” space and design a new consumer product line.  To accomplish this task, he needed to hire a PhD Physicist.  The Director had a vacancy in his organization and was working with Human Resources to determine position, pay, and benefits required to hire a specially educated and trained person from this field.  This move was not going to take years, months, but weeks to develop and begin to evaluate candidates.  The Director leads an organization of 12 employees and had no greater support than the 20+ other Directors in this part of the consumer business.  He determined a need and the personnel system responded.  From our own experience, albeit just a few data points and maybe even isolated, one author tried to adjust a job in a 320-person unit by taking a vacating civilian position and modifying responsibilities to react to changes in the mission.  The process began in early 2004 and as of the writing of this research paper, the position is finally validated but still not filled; a process taking over two years, still with no results.  Here is a great lesson DoD can take from corporate America: to respond to our rapidly changing security environment, we must increase the velocity and responsiveness of our personnel systems and ensure they meet commanders’ needs and not their own.  

At a time in our history where manpower continues to decrease in an effort to pay for high technology and performance platforms, gone are the days of over manning and waste.  These observations on talent management in the corporate world, driven as they are by competition and rapid change, provide great examples on which the DoD can model improvements to its own talent management approaches.  The goal is to provide agility and responsiveness to a system that has traditionally been overly bureaucratic.
Organizational Structure

The organizational structure observed at J&J’s Consumer Research, Development and Engineering (RD&E) group is based on a matrix model.  J&J is a decentralized company, committed to pushing decision making to those closest to the customer and to fostering innovation.  Senior executives believe the matrix model enhances innovation and boosts the entrepreneurial spirit—particularly in the research and development organization. 

Matrix.   The matrix model provides the flexibility to shift talent as needed depending on business requirements or workload.  At J&J’s consumer RD&E group, employees are assigned to a franchise such as wound care.  They may reside either in a functional community or on a franchise team, but will be “dotted lined” to several supervisors depending on their assignments.  This provides the organization with the most flexibility to shift workload where it gains the most value.  As priorities shift, the supervision may remain the same, but the manpower is shifted to the new priority.  DoD could use the same model at their staff-level organizations.  The matrix would provide DoD with the flexibility to shift manpower rapidly to new requirements.  The model is flexible where an individual could be attached to a functional organization, but farmed out to a cross-functional organization working a new mission.  
Taming Decentralization

Although DoD is not as decentralized as Johnson & Johnson, there are lessons to be learned from J&J as they work through the effects of decentralization without impacting their business model.  If most organizations in a decentralized environment are working on their own, several factors encourage inefficiencies through poor communication, duplication of work, and the inability to gain efficiencies.  Recently, J&J examined their model with the goal of standardizing in areas it that made sense and leaving decentralized in others that generate more value. The message is vigilance. From time to time, organizations should evaluate how their businesses operate.

Collaboration.  A example of how companies look internally for new ideas and growth would be worthwhile implementing in the DoD.   As J&J continues to grow their business, acquisition alone cannot meet growth goals.  The company has recently seen success through collaboration between internal organizations to produce new and innovative products—called combining products.  One new product is the drug-coated stent device.  Research showed that adding an anti-rejection drug onto a stent used to keep blocked arteries open significantly improved outcomes.  

Seeking more ways to collaborate, executives realized that the decentralized and global nature of J&J’s organization made it more difficult to connect their experts. They had to provide them an opportunity to collaborate.  So the company recently leveraged a new computer program that identifies experts through their outgoing e-mails.  The system is called LINK, and requires a membership to register before the program begins to search their e-mails.  Initially privacy concerns were raised, however, registration is at the discretion of the users, and the company respects privacy concerns.  Essentially, the program searches the text of outgoing e-mails, creating “hits” for certain terms and words— for example terms like “drug-coated stent.”  As more members register, the program builds a score on these terms or words.  When a member has a question, they can forward the question to the entire “membership” by picking certain terms and asking for example the top five or ten individuals who have the most hits for that word or terminology.  Questions go out anonymously to the members with the most hits.  This means that only the identity of the sender is known until the receiver decides to enter into a conversation. If experts chose to participate, they learn the identity of all those participating in the discussion.  The program then forwards the question to those individuals allowing for the start of a discussion among this new community of practice.  

When the NDU President learned of this program, he was interested knowing how it was used to link experts in the education community to discuss topics of concern.  For example, if a member wanted to find the those with expertise on China, they would forward the word China through the program and to identify those with the most “hits” with China in their e-mails.  The program expects those using the word the most would be more likely to have certain knowledge or expertise on China.  

Although not as decentralized as J&J, Sun is also familiar with collaboration.  In fact, collaboration both within the company and across development communities has been a key feature of Sun’s corporate culture since the early days of the company.  There are a number of tools used to assist in collaborative efforts within the company.  One such tool is the Sunweb Collaboration Site.  This Web-based collaboration management system allows distributed teams to share, control, and develop work documentation worldwide.  During the outsourcing project, this collaboration site was crucial to managing the documentation associated with transferring knowledge from Sun employees to those of the service provider.  Key benefits of the system include version control and locking stored files to ensure everyone using the system worked off the most up-to-date version of whatever file type (spreadsheet, document, presentation) was needed.  When combined with the teleconference capabilities described above, and numerous avenues for instant messaging and chat, collaboration across geographically separated and diverse teams is much improved.  Use of similar revision control systems for the documents that drive the defense department could be improved by expanded use of both current and potentially new tools.

Information Security

Two efforts observed during the fellowship at Sun involve approaches to information and computing security that hold promise for application within the DoD.  First, Sun is moving forward with increasing the security of their thin client access model to include two-factor authentication, much like the USAF’s Smart Card Login initiative that is coming into effect this summer.  In the Sun program, each Sun badge will contain a public key certificate, like DoD Smart Cards have contained for several years.  Together with this physical factor, the user will need to use a pass code or PIN, just like in the USAF program.  This second factor will provide the two-factor authentication that will increase the security of access to the shared network resources.  Both DoD and Sun should be lauded for these efforts and encouraged to expand them quickly.

The second effort is the development of software applications and products as “Secure by Default.”  In this effort, no Sun software product can be released to the public without ensuring that the installable version begins with network and computing security settings “locked down” to their most secure settings. This means that installing the software does not open the network up to a security vulnerability.  This differs greatly from the common method of leaving in defaults that are security vulnerabilities unless they are “locked down” by the administrator after installation.  To ensure this policy is enforced, all software has to go through a Security Adequacy Review before the company will release the product.  The DoD should insist on similar policies from its software vendors to greater increase the security of our networks.
Tough Spending Choices

The final observation from the author’s fellowship at Sun involved the philosophy of when and how to spend on the future.  Sun has made some of the most significant investments in research and development as a percentage of gross revenues among the large information technology companies—exceeding 15% in some years. Sun posts operating loss after operating loss and many observers argue that these spending decisions are inappropriate and Sun should cut back on its spending to develop and innovate products and services for the future.  On the contrary, if Sun gave in to such pressures, development of some of the most impressive products available in the marketplace today, such as chip multi-threading and the utility computing grid, may well not have occurred.  Eventually the company’s dedication to innovation will pay off financially. 

The DoD faces similar criticism from taxpayers demanding decreased defense spending or still clamoring for a “peace dividend” instead of continuing to invest in future technologies and weapon systems that will be fielded over the next few decades.  DoD and Sun should remain strongly committed to their conviction that spending on the future is the way to avoid being unpleasantly surprised by a competitor, or an adversary, that has quietly developed technologies that counter the leads both organizations have today.

Summary

Alone, each of the recommendations above can have a positive impact on how we at the DoD transform our business practices and ultimately our mission.  Together, although not the ultimate solution by any means, implementing change using some or all of our observations and recommendations can have a transforming effect on the DoD.  By using continuous improvement processes and tools, taking bold steps to apply information technology, thinking strategically about how to source the department’s work, effectively developing and managing our most important resource, people, organizing to affect the most value on the mission, and leveraging the best of our decentralized practices, we can make a lasting positive change on how DoD ensures the security of our nation and allies. 

Notes

Chapter 8

Conclusion

And we must transform not only our own forces, but also the department that serves them by encouraging a culture of creativity and intelligent risk taking.  We need to promote a more entrepreneurial approach to developing military capabilities, one that encourages people--all people--to be more proactive and not reactive, to behave somewhat less like bureaucrats and more like venture capitalists….

—Donald Rumsfeld, Secretary of Defense

Remarks to the National Defense University

31 January 2002

This paper shares lessons and recommendations for the improvement of DoD operations from the fellowships of the authors with their sponsor companies.  The observations and experiences of each of the authors were as personal and individual as their assignments within their corporations.  Together, the lessons offer a variety of ways the DoD could implement aspects of transformation.  The adoption of some, or all of the recommendations, may well provide cost savings as well as improved capabilities.  Both authors will use the experiences and knowledge gained during their fellowship to improve their own approaches to leadership, work, and Air Force operations, satisfying one of the developmental education goals of the program.  

The recommendations themselves are insider observations of the strategies from two highly successful American companies mixed with the authors’ nearly 20 years average of Air Force experience.  Although the recommendations are anecdotal in some instances, based on the collective experience both in the companies and in the military, it is reasonable to consider further study of their adoption by the DoD.  Since numerous senior DoD officials will be briefed on most of these recommendations personally during the program’s out briefs, potential for having a recommendation researched for DoD adoption is high. Readers of this paper are encouraged to consider application of the recommendations included here within their own area of influence.

Appendix A

The Credo

We believe our first responsibility is to the doctors, nurses and patients,

to mothers and fathers and all others who use our products and services.

In meeting their needs everything we do must be of high quality. We must

constantly strive to reduce our costs in order to maintain reasonable prices.

Customers’ orders must be serviced promptly and accurately. Our suppliers

and distributors must have an opportunity to make a fair profit.

We are responsible to our employees, the men and women who work with

us throughout the world. Everyone must be considered as an individual.

We must respect their dignity and recognize their merit. They must have

a sense of security in their jobs. Compensation must be fair and adequate,

and working conditions clean, orderly and safe. We must be mindful of ways

to help our employees fulfill their family responsibilities. Employees must

feel free to make suggestions and complaints. There must be equal opportunity

for employment, development and advancement for those qualified. We must

provide competent management, and their actions must be just and ethical.

We are responsible to the communities in which we live and work and

to the world community as well. We must be good citizens – support good

works and charities and bear our fair share of taxes. We must encourage

civic improvements and better health and education. We must maintain in

good order the property we are privileged to use, protecting the environment

and natural resources.

Our final responsibility is to our stockholders. Business must make a sound

profit. We must experiment with new ideas. Research must be carried on,

innovative programs developed and mistakes paid for. New equipment must

be purchased, new facilities provided and new products launched. Reserves

must be created to provide for adverse times. When we operate according

to these principles, the stockholders should realize a fair return

Appendix B

“Wynne: Instill Airmen with opportunity for change”

by Staff Sgt. C. Todd Lopez

Air Force Print News
12/14/2005 - WASHINGTON (AFPN) -- The Secretary of the Air Force said the service will embark on an effort to improve itself by using private sector developed process optimization tools to become more efficient. 

Two optimization tools are Lean and Six Sigma. Corporations like Toyota and General Electric have used them to catapult themselves to the top of their industries. 

At conference at Andrews Air Force Base, Md., on Dec. 14, Secretary of the Air Force Michael W. Wynne told major commands vice commanders he understands that accepting change in the Air Force would be difficult. Organizations that are in many ways already excellent often have a difficult time understanding how they can improve, he said. 

"It is the most difficult process to absorb in a successful organization," he said. "Because that organization, as an organization, has little understanding of why their success needs to be altered." 

Secretary Wynne told the conference attendees they were chosen to be the first to learn about the Air Force's efforts to improve itself because they were most suited to accepting change, seeing what needed to be changed, and ultimately implementing change. 

"You walk into an organization, being the type-A personalities that you are, and the first thing when you look around you say, ‘What needs change around here?," he said. "That's why you are here, and why I can't have you delegate this down. Others may not see change the way you do. The other thing about this is I need for you to pass down and infect people with the opportunity for change. This is about open season on process." 

Secretary Wynne said he understand some Airmen may believe that tools like Lean and Six Sigma are only for commercial businesses. But even the Air Force can benefit from applying the lessons that business has learned, he said. 

"Some think, 'Lean and Six Sigma ... that applies to a corporation. We are not a corporation. We are a service organization,'" Secretary Wynne said. "And they are right. We are a service. Learning to do that service better, more effectively, is what we are all about. Making sure we don't waste a single Airman doing something that he shouldn't be doing is where it's at." 

Applying tools like Lean and Six Sigma to the Air Force is about eliminating waste and finding optimal tolerances for processes so the Air Force can seek excellence in what it does. Teaching senior leaders to build a better Air Force using those tools is the purpose of the conference, Mr. Wynne said. 

"We are here because we need a more effective organization to address the trials and tribulations of the future," he said. "We are here because we need to deliver a more efficient and effective Air Force on behalf of the taxpayer." 

Before turning the conference over to other Air Force leaders experienced with tools like Lean and Six Sigma, Secretary Wynne asked conference attendees to imagine themselves as kings or queens for a day. He asked them to imagine what they would change immediately about their organizations, or the organizations above them, if they only had the power. 

"If you were king or queen for a day, would you reduce the number of people in a combined air operations center?" he said. "Would you shorten up the lines of command authority? 

"Do your mission better," he said. "That is what I want to hear from you, and that is what this is all about."
Glossary

AFFP
Air Force Fellows Program

CADRE
College of Aerospace Doctrine, Research and Education

CSAF
Chief of Staff of the Air Force

DoD
Department of Defense

OSD
Office of the Secretary of Defense

SDCFP
Secretary of Defense Corporate Fellows Program

SecAF
Secretary of the Air Force

SecDef
Secretary of Defense

USAF
United States Air Force

telework.  The ability to work from a non-fixed office location (home, travel, flexible office [also known as “hoteling”]).

thin client.  A type of network computing appliance that resembles a desktop computer in having a screen, keyboard, and mouse, but relies on the processing power and storage of a networked server, rather than having any computing or storage power of its own.
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