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Executive Summary

Since the middle of the 1980’s, American industry has increasingly sought a bigger foothold in old and new markets outside of the physical boundaries of the continental United States. Most of those markets have been opened by the establishment of joint ventures between a U.S. firm and a host nation firm, the procurement of raw materials or parts from local suppliers, the construction of local end-item production facilities and the establishment of local sales and maintenance offices/facilities.  Any one, or a combination of any, of the preceding reasons have helped to establish a world-wide presence of most of the industries from whom the Department of Defense procures non-combat specific equipment and supplies.

This report provides an overview of my observations while assigned to the Secretary of Defense Corporate Fellowship Program (SDCFP).  My fellowship was served at Caterpillar Inc.’s Technology Services Division (TSD) located in Mossville, Illinois, a short twenty-minute drive from the corporate headquarters in Peoria, Illinois. 

 My assignments within Caterpillar have been as diverse as the company itself.  I have had the opportunity to participate with a group that planned and implemented the deployment of a new management strategy called Six Sigma.  Six Sigma is a method of using analytical tools to reshape processes and procedures to eliminate defects or errors.  It began as a manufacturing tool in the late 1980’s with Motorola and has evolved to address all actions within a company from manufacturing to processing sales to accounts receivable.    I have spent time looking at prognostics technologies and applications, the ability of a machine to evaluate its own health, predict remaining life or catastrophic failure, and schedule itself for maintenance.  Caterpillar is currently enjoined in a prognostics project with the Office of Naval Research (ONR) and will probably expand that program to also include the Defense Advanced Research Projects Agency (DARPA) this summer.  The third opportunity I was offered was to work toward the creation of a national, future vision statement for construction equipment.  Key to the vision effort was coordinating the participation of a trade association; in this case, the Construction Industry Manufacturer’s Association and the Department of Energy’s Office of Industrial Technologies.  The intent of the future vision was to achieve long-term energy saving goals, emission standards, and safety standards, while reducing operating costs, by focusing on emerging technologies as enablers.

Outside of the projects, the year at Caterpillar, Inc. has provided a superb opportunity to watch a global enterprise at work.  Caterpillar’s focus on developing long lasting relationships and providing dedicated customer support has been the hallmark of their rise to prominence.  From their early beginning in farming equipment in the 1920’s to their concentration in earthmoving equipment in the 1940’s, Caterpillar has been rightfully recognized as standing behind their products.  When Caterpillar products played a large role in both World War I and World War II, an international market for their machinery opened and drove the worldwide expansion of their dealer network.  Caterpillar’s first foray into a foreign venture took place in 1950 with the establishment of Caterpillar Tractor Co. Ltd. in Great Britain.  Caterpillar Tractor Co. Ltd. was created to help manage foreign exchange shortages, tariffs, import controls and to better serve customer needs around the world.  Shortly thereafter, manufacturing plants were established in strategic regions around the world with the current spread of manufacturing capability at over 40 plants outside and 38 plants inside the United States.  Today approximately half of its sales income is generated from overseas sales with just over half of its employees and manufacturing sites located outside of the continental United States.  Caterpillar’s parts distribution centers are located in 11 countries and support over 195 dealers, two thirds of which operate outside of the United States.

Caterpillar currently enjoys dominance in several industries brought about through adherence to their core strengths and products, strategic alliances, acquisitions and new product introductions.  Though constantly evolving, Caterpillar’s people and organizations can always reach back to a few touchstones, it’s business mission and business ethics.  Quickly summarized, Caterpillar’s business mission statement is:

1. Provide differentiated products and services of recognized superior value to discriminating customers worldwide.

2. Pursue businesses in which we can be a leader, based on one or more of our strengths.

3. Build and maintain a productive work environment in which high levels of personal satisfaction can be achieved.

4. Achieve growth and above-average returns for stockholders—resulting from both management of ongoing businesses and a studied awareness and development of new opportunities.

Provide superior value, be a leader, and achieve high levels of personal satisfaction all are dictums that resonate throughout the framework of the Department of Defense (DoD).  Likewise, Caterpillar’s business ethics echoes the thoughts of some of our military services:



The company’s most valuable asset is a reputation for integrity….We will

 keep our word……We won’t promise more than we can reasonably expect to deliver…. The ethical performance of the company is the sum of the ethical performance of the men and women who work here.


That said, Caterpillar is not an enterprise that is quick on its feet.  Its strength lies in its ability to thoroughly evaluate an opportunity and then, when the time is right, commit completely.  Big, yellow, iron products aside, Caterpillar is succeeding in three areas that do not immediately come to mind when thinking of this company; electrical power generation, helping customers exchange resources other than currency in order to gain the ability to buy Caterpillar products, and logistical support services.


Recent astute acquisitions have expanded the line of power generation equipment and moved Caterpillar into the role of a major power provider.  In the last three years, Caterpillar has provided 15% of the new power generation capability worldwide.  Able to utilize either diesel or natural gas, this significant growth of market share is driven by the ability to tailor to the customer and situation.  Caterpillar has become the dealer of choice for those requiring back up power for communications, manufacturing, and Internet support sites.  As distributed power generation networks flourish, as a result of the current energy crisis in the western United States, Caterpillar is able to position itself to team with power distribution providers and install networks that can satisfy local requirements and sell back excess power into the network.

Caterpillar’s World Trading Corporation’s and Caterpillar Redistribution Services’ sole missions are to facilitate the sale of Caterpillar products through the use of various nontraditional and innovative trading concepts on a worldwide basis.  They achieve this by leveraging Caterpillar’s global strengths in finance, marketing, and purchasing to help a potential customer market its own goods or services to Caterpillar facilities, suppliers, or third parties, in exchange for the purchase of Caterpillar products and services.  Items as diverse as timber, steel, energy, scrap, coal, gold, Sony televisions, and old USMC RACO vibratory compactors have been taken in trade or sales brokered, allowing the purchase of new items.  

The third area of rapid growth is the ability to capitalize on its distribution network and superior ability to support its own products.  In CY99 Caterpillar spent over $700 million dollars in transportation costs alone.  The logistics support business is growing so rapidly that Logistics and Product Services Division is projecting hiring between 800 and 1500 new employees a year for the next several years.  Caterpillar Logistics has developed such a well tuned organization that it is able to now market itself to outside companies and is teaming with others looking to fine tune their own supply support.   Caterpillar Logistics has recently signed teaming agreements with commercial entities, Kodak, U.S. Cellular, Mitsubishi Caterpillar Forklift America Inc., and defense contractors, LPD-17 team, and JSF team.

The goal of the SDCFP is to observe strategic planning as it occurs in a commercial industry leader and to perhaps glean opportunities for DoD to capitalize on industry initiatives.  In my observations I have come to the conclusion that DoD should take advantage of global companies like Caterpillar in the procurement and support of Commercial Off the Shelf (COTS) type equipment.  The U.S. Army, along with Reserve and National Guard partners, possesses 3.5 billion dollars of construction related equipment.  The Marine Corps holds half a billion dollars of inventory of the same assets.  Could we not modify our procurement practices to achieve better utilization of a smaller fleet of equipment while providing long term arrangements to augment that fleet as required for exercises and contingencies around the world?

This paper will, utilizing my assignment to Caterpillar, Inc., examine the worldwide presence of an American industry.  It will offer examples of how DOD could capitalize on this presence in the areas of supplies and Commercial off the Shelf (COTS) procurements thus saving both procurement and operations and maintenance money.  These examples will be mutually specific to the industries that Caterpillar, Inc. has established itself in and generalized to a number of non-defense pure industries.

BACKGROUND

A Brief History


The origins of Caterpillar Inc. date back to before the turn of the century when two individuals, Daniel Best and Benjamin Holt, were separately working on applying the steam engine to farming.  Holt’s background was in wooden wagon wheels and axles and Best’s background was in farm equipment.  Both turned to variations of the combine harvester and quickly made names for themselves with several improvements and variations.  Both also established themselves in servicing their products, traveling to the farmer’s field to perform the required repairs themselves, or sending a repairman from their respective factories.  Around 1890 each man had developed a steam traction engine and by the turn of the century was selling them worldwide.  In 1906 Holt had developed and patented a tracked tractor and by 1908 had sold his first tracked tractor with a gasoline engine.  During this time Holt also coined the name ‘caterpillar’ for his machines after the way they moved along the ground when towing a group of wagons.  In 1925 Holt’s Caterpillar Company merged with a company led by the son of Daniel Best and the Caterpillar Tractor Co. was established.


During WW I, almost 10,000 Caterpillar tractors were used by the allies to haul artillery and supplies.  In 1918, British officer Ernest Swinton visited Holt’s East Peoria tractor plant and was inspired to develop the tank, which helped to change the course of the war.  By the outset of WW II, Caterpillar had pioneered application of the diesel engine and was producing tracked tractors, road graders, electric generator sets and an engine for the M4 tank.  In 1950 the first foreign venture was initiated with the establishment of the Caterpillar Tractor Co. Ltd. in Great Britain.  This venture was created to manage foreign exchange shortages, tariffs, import controls and to facilitate better customer support worldwide.  In 1953, a separate division was created to handle sales and marketing of engines.  


In 1963, Caterpillar and Mitsubishi Heavy Industries Ltd. formed a joint venture and by 1965 Caterpillar Mitsubishi Ltd. was producing equipment.  The 1970’s saw the introduction of a number of new products and a boom sales period.  The 1980’s, however, brought a worldwide recession and Caterpillar was forced to draw down the workforce and slow production.  Leadership within Caterpillar looked for ways to lessen the impact of future recessions and began a plant modernization program in 1987.  In the late 1980’s Caterpillar also began to diversify its product line.   Focusing on customer satisfaction and return on assets, Caterpillar reorganized into business divisions and service divisions in 1990, an organization it maintains to this day.  In the mid 1990’s Caterpillar weathered two walkouts of union employees through their earlier modernization program and by utilizing salaried engineers on the assembly lines.  The employment of the engineers on the assembly lines paid unexpected dividends as the engineers were able to experience first hand the effects of poor tolerance stack ups and production processes that wasted energies and time.


Caterpillar currently enjoys dominance in several industries brought about through adherence to their core strengths and products, strategic alliances, acquisitions, and new product introductions.  Though constantly evolving, Caterpillar’s people and organizations can always reach back to a few touchstones, it’s business mission, and business ethics.  Quickly summarized, Caterpillar’s business mission statement is:

5. Provide differentiated products and services of recognized superior value to discriminating customers worldwide.

6. Pursue businesses in which we can be a leader, based on one or more of our strengths.

7. Build and maintain a productive work environment in which high levels of personal satisfaction can be achieved.

8. Achieve growth and above-average returns for stockholders—resulting from both management of ongoing businesses and a studied awareness and development of new opportunities.

Provide superior value, be a leader, and achieve high levels of personal satisfaction all are dictums that resonate throughout the framework of the Department of Defense (DoD).  Likewise, Caterpillar’s business ethics echoes the thoughts of some of our military services:



The company’s most valuable asset is a reputation for integrity….We will

 keep our word……We won’t promise more than we can reasonably expect to deliver…. The ethical performance of the company is the sum of the ethical performance of the men and women who work here.


That said, Caterpillar is not an enterprise that is quick on its feet.  It’s strength lies in its ability to thoroughly evaluate an opportunity and then, when the time is right, commit completely.  Big, yellow, iron products aside, Caterpillar is succeeding in three areas that do not immediately come to mind when thinking of this company; electrical power generation, helping customers exchange resources other than currency in order to gain the ability to buy Caterpillar products, and logistical support services.


Recent astute acquisitions have expanded the line of power generation equipment and moved Caterpillar into the role of a major power provider.  In the last three years, Caterpillar has provided fifteen percent of the new power generation capability worldwide.  Able to utilize either diesel or natural gas, this significant growth of market share is driven by the ability to tailor to the customer and situation.  Caterpillar has long been the dealer of choice for those requiring back up power generation capability for communications, manufacturing, and Internet support sites.  Globally, electric power is growing twice as fast as other forms of end-use energy.  Consumer demand has increased more than 30 percent while distribution capability has only increased 15 percent in the last ten years.  Caterpillar’s strength is power generation in a local, distributed network thus allowing large industrial power consumers to ease the drain on a regional grid or opt off the grid when prices or loads spike.  As distributed power generation networks flourish, Caterpillar is able to position itself to team with power distribution providers and install power generation networks that can satisfy local requirements and even sell excess power to the grid.

Caterpillar’s World Trading Corporation and Caterpillar Redistribution Services’ sole missions are to facilitate the sale of Caterpillar products through the use of various nontraditional and innovative trading concepts on a worldwide basis.  They achieve this by leveraging Caterpillar’s global strengths in finance, marketing, and purchasing to help a potential customer market its own goods or services to Caterpillar facilities, suppliers, or third parties, in exchange for the purchase of Caterpillar products and services.  Items as diverse as timber, steel, energy, scrap, coal, gold, Sony televisions, and old USMC RACO vibratory compactors have been taken in trade or sales brokered, allowing the purchase of new items.  

The third area of rapid growth is the ability to capitalize on its distribution network and superior ability to support its own products. Caterpillar’s guaranteed delivery of parts within a 48 hour period is becoming the industry standard.   In fact, recent procurements by the British Royal Engineers have free part shipping and return built into their contracts.  Repair part delivery within 48 hours is guaranteed anywhere in the world, 24 hours in the case of emergency delivery.   In CY99 Caterpillar, as an enterprise, spent over $700 million dollars in transportation costs alone.  The logistics support business is growing so rapidly that Logistics and Product Services Division is projecting hiring between 800 and 1500 new employees a year for the next several years.  Caterpillar Logistics has developed such a well tuned organization that it is able to now market itself to outside companies and is teaming with others looking to fine tune their own supply support.   Caterpillar Logistics has recently signed teaming agreements with commercial entities, Kodak, U.S. Cellular, Mitsubishi Caterpillar Forklift America Inc., Land Rover, and DailmerCrysler, and defense contractors, LPD-17 team, and JSF team.

Caterpillar has continued to move forward.  Key contracts, alliances, and joint ventures continue to reinforce Caterpillar’s reputation and have a positive impact on market share growth.  A few of the key events for Caterpillar in the last couple of years have been:


1998 
-acquisition of Mak Motoren in Germany and Perkins Engines 

in England, expands Caterpillar’s line of reciprocating and turbine 

engines now ranging from 5 to 22,000 horsepower.



-introduction of a new line of compact construction machines.

2000 
-agreement to supply a 28mW power generation capability to Nicaragua.

-agreement to establish a 33mW power generation capability in 

 
Bangladesh.

-joint venture with Jupiter International of Calgary to establish a 15mW power generation capability in Cambodia.

-new Paving Products production facility established in China.

-acquisition of SABRE Engines, LTD in England.  (high performance marine engines.)

-open first Russian manufacturing facility in Russia.

-alliance with IronPlanet Inc. to sell used construction equipment via on-line auction.

-agreement with Clean Fuels Tech, Inc and The Lubrirol Corp to develop aqueous fuel technology.

-alliance with i2 Technologies to facilitate e-sales.

-alliance with DaimlerChrysler to guarantee heavy engines sales and joint R&D of medium engines and fuel cell technology.

-purchase of earthmoving division of Hindustan Motors Limited facilitates sales in India of off-highway trucks, track type tractors and wheel loaders.

2001 -CatUsed.com becomes the official source for quality Caterpillar Dealer 

used equipment on the Internet.

-Caterpillar announces the distribution of $201 million dollars to over 55,000 employees worldwide as incentive pay for CY00.

OVERVIEW

Caterpillar Inc.

Be a global leader in customer value.


This is the vision toward which Caterpillar moves their future. Their ethos and many of their internal initiatives are focused on value for the consumer and long lasting relationships.  Though they continue to maneuver and add new capability, Caterpillar remains tied to three basic groups of products and services.


Machine sales.   Still the bedrock upon which the company was founded, machine sales in construction, mining, agriculture and forestry equipment provide over 50 percent of the revenues for CY00 at 11.87 billion dollars.  Caterpillar is still the world’s leader in heavy construction equipment, introducing 20 new products in 2000 and covering 31 percent of new machine sales.  The construction equipment now ranges in size from an new line of compact machines to the new 797 truck capable of carrying 400 tons, or 1200 grand pianos, in a single load.  General construction equipment occupied 30 percent of new machine sales and included Caterpillar’s significant entry into the rental market and its line of compact skid steer tools.  At twelve percent of new machine sales, mining equipment supports mainly above groundwork.  However, the recent acquisition of an Australian company will see Caterpillar venture into the underground mining arena.  Already, the mining industry is demanding new ways of employing and maintaining equipment with MineStar, an integrated mining information system, being launched in 2000.  Minestar uses GPS technology, special software and hardware to remotely monitor machine health and fleet productivity.  Also coming into its own is a Computer Aided Earthmoving System (CAES).  Listening to the special needs of the industry, and providing solutions, allowed scrap-handling machine to hold eight percent of sales. Both forestry and agriculture products are at four percent each of machine sales with landfill equipment providing the remaining three percent.


Engine sales.  All engine sales provide 7.06 billion dollars of income to the company’s bottom line.  At the top of the engine group are the electric power generators bringing in 33 percent of the engine sales revenue.  In 2000 alone, Caterpillar placed over 20 gigawatts of power generation capability, 60,000 generator sets, in place for a total number of over 300,000 operating units worldwide.  CAT Rental Power held a fleet of an additional 8,000 generators of different sizes.  In a rapidly growing niche market, internet data centers, Caterpillar placed a generating capacity of over 1,000 megawatts of power as well as fielding a new Uninterruptible Power Supply (UPS) with guarantees of continuous power.  Truck engines held a close second to the generator group bringing in 27 percent of the engine revenue.  Caterpillar remains the number one truck engine manufacturer in North America.  Engines supporting oil and gas exploration and movement and industrial power solutions held nineteen percent and thirteen percent of engine sales, respectively.  Caterpillar marine engines provided the remaining eight percent of engine sales and powered barges to the world’s largest fast ferry.


Financial revenues.  Caterpillar Financial Services provides funding for 54 percent of Caterpillar products delivered worldwide and is currently arranging financing in 29 different currencies.  This sector had a 1.47 billion-dollar, positive impact on total sales and revenues for the year.

Total revenues and sales for calendar year 2000 were 20.175 billion dollars, up from 19.7 billion dollars in CY99.  Sales remain essentially equally split between inside and outside of the United States, reinforcing Caterpillar’s position as a global enterprise and world economic leader.

Independent Dealers.  In achieving customer satisfaction and long lasting relationships, Caterpillar’s strength as a global company lies in the worldwide distribution of manufacturing, dealers and distribution centers.   Producing equipment all over the world, Caterpillar has acquired most of its production capability through the acquisition of other companies.  In some cases, and in some countries, the only way push through trade barriers is to construct manufacturing facilities within the country and employ local workers.  Caterpillar excels at both methods.  While manufacturing can produce long lasting relationships with governments, it is the dealership network that represents Caterpillar in every corner of the world.  As retired chairman Don Fites stated in an article in the Harvard Business Review:

“After a product leaves our doors, the dealers take over.  They are the ones on the front line.  They’re the ones the customers see.  They’re out there making sure when a machine is delivered, it’s in the condition it is supposed to be in.  Although we offer different financing and insurance, they arrange those deals for the customers.

They’re out there training the customer’s operators.  They service a product frequently throughout its life, carefully monitoring a machine’s health and scheduling repairs to prevent costly downtime.

These independent dealers have made a huge investment in parts inventories, warehouses, fleets of trucks, service bays, diagnostic and service equipment, sophisticated information technology, and highly trained people.  Indeed, our dealers, whose investments in their individual businesses range from $10 million to more than $100 million, collectively surpass our might.  Their combined net worth is about five billion dollars, or about one and one half times Caterpillar’s stockholder’s equity.  They collectively employ almost 75,000 people, more than Caterpillar employs.”

Caterpillar now has 220 independent dealers, 157 of whom are located outside the United States.  The independent dealers collectively have 1,844 branch stores, 643 rental outlets and employ over 90,000 people.

OBSERVATIONS

Since the middle of the 1980’s, American industry has increasingly sought a bigger foothold in old and new markets outside of the physical boundaries of the continental Unite States. Most of those markets have been opened by the establishment of joint ventures between a U.S. firm and a host nation firm, the procurement of raw materials or parts from local suppliers, the construction of local end-item production facilities and the establishment of local sales and maintenance offices/facilities.  Any one, or a combination of any, of the preceding reasons have helped to establish a world-wide presence of most of the industries from whom the Department of Defense procures non-combat specific equipment and supplies.

But is this ‘globalization’ such a recent turn of events?  Trade has been around for as long as humans have interacted.  The sophistication of means of travel has been the driving force behind the expansion of trade.  The use of animals, horses and camels, as beasts of burden and the development of the cart and wagon facilitated early trade between Europe and Asia.  Shipbuilding increased the ability of men to move goods and led to the exploration for new trade routes and ultimately Christopher Columbus’ discovery of the New World.  In a sense, improvements in the technology of transportation drove early global trade. This was just trade.  When we talk of globalization today, what do we mean?

What is Globalization?  


Globalization is the process of corporate structuring that focuses a company’s core competency on a single, worldwide market, creating growth and profit opportunities through synergies and efficiencies in engineering, sales, purchasing, production and distribution.  It is implemented utilizing multi-disciplined solutions developed by personnel who are empowered to provide local decisions in a horizontal or vertical matrix organizational structure.  Global managers must be aware of the implications of their decisions to all areas of the company to maximize overall profitability.  Globalization creates synergies and economies of scale by outsourcing non-core activities, combining purchasing volumes, and centralizing core-related and support activities to optimize efficient operation.  Production and distribution are consolidated to create timely and cost effective supply of products and services to the customer.  It can often be created without staff reduction and in a company without international sales.  Forms of this process include acquisition, joint ventures, co-production, licensing and other legal methods.  Globalization is a vision and thought process as well as a structural process.  It affects employees, customers, and suppliers.  The fundamental precepts of the vision are free flow of commerce, labor and capital, and belief in the ability of an individual to significantly and favorably impact larger social and economic systems.  Finally, globalization has a frantic pace and is a dramatic force of worldwide supply and demand.  Companies that adjust to its speed discover the force of change greatly in their favor.  Those that cannot adjust find they cannot escape or avoid the competitive forces created by this process.  

What is not Globalization?


Globalization is not selling internationally, with offices, production facilities and warehouses/ distribution centers in numerous locations throughout the world.  Large international structures may actually impede the globalization process.  It is not the exclusive domain of large multinational companies with extensive financial, technical and management expertise.  The keys are flexibility and fluidity.  Smaller companies can more easily adjust to meet the fast pace and needs of the customer.  Globalization is not a rush to serve all customers in all markets with all products.  The object is to serve primary customers in strategic markets with products produced in a company’s area of core competency, or coordinated and supplied with the company’s logistic support.  It is not easily developed in certain organizational structures.  There can be no distinction between national and international, domestic, and export other than in regards to the customer’s requirements, culture, history, and language in other regions of the world.  Globalization is not an end in itself.  It is a means to achieve higher levels of profitability, productivity, efficiency, and security by tapping the market forces and economic cycles worldwide.  Companies achieve focus and direction.  Employees achieve new awareness of the company and the world, while opening opportunities for personal and professional advancement at a rapid pace into the next century.

Then, Caterpillar Inc. meets the test of a U.S. based, global firm and, as U.S. companies like Caterpillar solidify their positions by becoming world providers, should the Department of Defense not use this to its advantage?

Capitalizing on Globalization

The recent drive for acquisition reform has embraced the thought of ‘dual use’ technology and of procuring products that are available commercially.  These products are defined as Commercial Off the Shelf (COTS) meaning DoD buys what the rest of the commercial world buys.  The Federal Acquisition Regulations (FAR) define COTS as:



Commercial item" means-- 

(a) Any item, other than real property that is of a type customarily used for non-governmental purposes and that-- 

(1) Has been sold, leased, or licensed to the general public; or 

(2) Has been offered for sale, lease, or license to the general public; 

(b) Any item that evolved from an item described in paragraph (a) of this definition through advances in technology or performance and that is not yet available in the commercial marketplace, but will be available in the commercial marketplace in time to satisfy the delivery requirements under a Government solicitation; 

(c) Any item that would satisfy a criterion expressed in paragraphs (a) or (b) of this definition, but for-- 

(1) Modifications of a type customarily available in the commercial marketplace; or 

(2) Minor modifications of a type not customarily available in the commercial marketplace made to meet Federal Government requirements. Minor modifications means modifications that do not significantly alter the non-governmental function or essential physical characteristics of an item or component, or change the purpose of a process. Factors to be considered in determining whether a modification is minor include the value and size of the modification and the comparative value and size of the final product. Dollar values and percentages may be used as guideposts, but are not conclusive evidence that a modification is minor; 

(d) Any combination of items meeting the requirements of paragraphs (a), (b), (c), or (e) of this definition that are of a type customarily combined and sold in combination to the general public; 

(e) Installation services, maintenance services, repair services, training services, and other services if such services are procured for support of an item referred to in paragraphs (a), (b), (c), or (d) of this definition, and if the source of such services-- 

(1) Offers such services to the general public and the Federal Government contemporaneously and under similar terms and conditions; and 

(2) Offers to use the same work force for providing the Federal Government with such services as the source uses for providing such services to the general public; 

(f) Services of a type offered and sold competitively in substantial quantities in the commercial marketplace based on established catalog or market prices for specific tasks performed under standard commercial terms and conditions. This does not include services that are sold based on hourly rates without an established catalog or market price for a specific service performed; 

(g) Any item, combination of items, or service referred to in paragraphs (a) through (f), notwithstanding the fact that the item, combination of items, or service is transferred between or among separate divisions, subsidiaries, or affiliates of a contractor; or 

(h) A non-developmental item, if the procuring agency determines the item was developed exclusively at private expense and sold in substantial quantities, on a competitive basis, to multiple State and local governments. 

So federal law allows DoD to buy commercial, non-developmental items and services.  Those items can be modified as long as their original function is not changed.  The allowance for modification provides for the installation of weapons holders, tie down shackles and blackout lights, etc.  Are some of these still necessary? Commercial firms ship their products all over the world by many modes of transportation.  While smaller items have a chance to be slung under a helicopter, what are the chances that a bulldozer will be?  Why can’t we accept commercial tie down points?  Do we really need blackout lights any longer with the proliferation of Night Vision Goggles (NVGs)?  Wouldn’t safety be enhanced with all equipment drivers and operators using NVGs?  Why not issue drivers and operators carbine versions of the service rifle to ease storage requirements and in duress employment?  If this equipment is available all over the world why do we insist on buying large quantities only to have it sit on storage lots waiting the call to war?  Why do we waste hundreds of thousands of dollars having commercial items CARC painted?  This equipment does not lend itself to decontamination.  In the case of engineer equipment, if we trade in a piece of CARC painted gear we actually have to pay to have the CARC paint removed as it is a carcinogen and not accepted outside of DoD.  These are just a few questions that could move DoD further toward true acquisition reform, especially in the area of procuring items used in the commercial world.  



The Marine Corps currently maintains a fleet of commercial construction/ material handling equipment, COTS equipment for the most part.  These bulldozers, forklifts, cranes, and other similar pieces of inventory, are shotgunned to active duty users, reserve centers, both sea and land based pre-positioning sites, and to Marine Corps Logistic Centers.  Based on original purchase prices, the 21 main B TAMS, general engineering equipment, carry an invested cost of $400,000,000.  Replacing these items with equivalent, new equipment would cost between $1 billion and $1.5 billion.  On an average, over one third of the inventory sits in some type of long term storage waiting for issue.  This does not include the items floating aboard the Maritime Pre-positioned Ships (MPS) which would add another six percent to 36 percent depending on the item.  The one third, or $133,333,333.00 worth of the equipment, that is sitting in storage must undergo some level of scheduled maintenance even though there are no productive hours being generated.  In many cases, failure of dry-rotted fluid seals is hastened by a lack of operational time leading to more extensive maintenance.  Not only is this true for the equipment sitting in storage, but it is also true, to some extent, for equipment that is in the fleet.  In many cases, there are simply not enough operators, mechanics or missions for all of the items on a unit’s Table of Equipment (T/E) to be exercised as frequently as is recommended for the equipment to stay healthy.  This last is the reason for units that have high equipment densities, resorting to administrative storage programs for large numbers of items which they do not foresee utilizing in the immediate future.  The age of most general engineering equipment in the Marine Corps is ten to twenty years old.  At this age, even though there are few hours of actual operation time, the equipment’s components are deteriorating due to exposure to the elements.  It is at this time that the equipment is programmed to be replaced.  To date the Marine Corps has gone a long way with the cheaper alternative of just rebuilding twenty-year-old the equipment, in large part by trading in excess capability.  This solution just provides like new equipment with twenty-year-old technology.  

What if Congress would allow and DoD would embrace true acquisition reform?  The following pages provide two cases that would permit DoD to benefit from this global expansion of industry. 

Case I—


 The Marine Corps buys one half of the current equipment allowances (acquisition objectives) and contracts for a standing lease or rental agreement for the remaining requirement.

Right away, it is obvious this strategy reduces the cost of replacing equipment by a factor of close to 50 percent.  It immediately frees up acquisition funding for other programs.  Close to 50 percent savings due, in part, to lesser quantities driving slightly higher prices and, in part, to some nominal charge above the replacement cost having to be committed to maintain a rental/ lease contract.  The rental/ lease agreement would be for an indefinite quantity between the allocated training allowance and the acquisition objective.  Many commercial firms are utilizing similar practices and are going the rental route vice owning the equipment. The benefits from a program like this are many:

Advantages: 

1.  Less cost up front to meet the acquisition goal.  As mentioned above, pure procurement costs could be reduced by as much as 50 percent over buying to current acquisition objectives.

2.  Less Operations & Maintenance funding.  The O&M savings are based mainly on the amount of equipment not bought and thus not operated nor maintained.  Units would have a sufficient allowance to train their people and perform locally generated work.  Local requirements above the training allowance would come from the rental/leasing contractor.  Savings benefits would be realized in not having to prepare excess equipment for administrative storage.  Additional cost savings would come from running the on hand equipment more.  It is continually demonstrated in the commercial world that the more a piece of equipment is run, to a point, the less maintenance it requires.

3.  Better qualified mechanics and operators.  As the raw numbers of equipment are reduced, mechanics can concentrate on truly learning their trade rather than band-aiding a long line of equipment in order to prepare it for an exercise.  The operators benefit as equipment has higher availability when it is used and properly maintained.

4.  Easier re-capitalization.  Driven purely by the reduction of owned assets.  Equipment could now be replaced more frequently at less cost.  Also, the longer the rental/ leasing agreement is in place, the better the requirements for augmentation can be projected. 

5.  Stay current with commercial technologies (Tier II/III engine emissions levels, prognostics, etc).  By possessing the ability to turn the fleet of equipment over more quickly, at a younger age, the ability to stay more current with common commercial technology upgrades is enhanced.  These upgrades would allow easier maintenance, take advantage of longer life components, meet federally mandated emissions standards (both engine and noise), and perhaps allow machine health to be determined by the machine.  Operator training also becomes easier and quicker as embedded software can teach or take over repetitive tasks.

6.  Less transportation cost  (move to equipment vice moving equipment).  Exercises and contingencies would become easier to plan and execute if a large share of the equipment was waiting at the port of debarkation or the exercise/ contingency site.  The ability to trade in a broken piece of equipment would be part of the rental/ leasing contract which would eliminate the requirement for a parts block, the need to ship additional parts during the exercise/ contingency, and the cost of reconstitution after the exercise/ contingency.

7.  Rent from locals.  In the end, though part of a global contract, the rented/leased equipment would come from a local dealership.  This has the benefit of putting money in the pockets of the locals and thus helping the local economy and building goodwill.

Disadvantages:

1.  Don’t own the whole fleet.  The old ‘bird in he hand’ theory of asset management raises its head here.  Eventually, operators and mechanics are exposed to a few different models of a particular piece of equipment.  Most changes to a line of equipment are evolutionary changes, limited improvements in operator control, or machine intelligence.  These changes normally occur every three years or so in the course of product development.  Radical changes will be forewarned and can be handled with contractor training.  While most diesel engines will burn any diesel fuel, there is a power degradation when burning JP type fuels.  This happens whether the equipment is owned or leased.

2.  At mercy of the contractor.  Back to ‘trust tactics’ in the relationship with the contractor.  Will the right equipment be delivered on time at the designated location?  Most corporations, like Caterpillar, build their reputation on their ability to meet their obligations.  A poor reputation equates to lost sales and unhappy shareholders.  In some manufacturing locations the equipment being built is a generation behind what is otherwise available in the rest of the world.  Receiving equipment a generation behind is better than holding on to equipment that is ten generations old.

3.  Annual cost for ‘nothing’.  There would be an annual incurred cost of the guaranteed rent/lease contract.  This cost would be based on the number of items delivered and days used.  The contract should be long term, more than ten years, in order to gain the most benefit for price negotiations.  Contracts over five years in length are currently prohibited by the FAR and must compete annually for funding, not an idea that raises the confidence of the commercial world.

4.  Lease/Rental costs for exercises.  While dollars are saved for transportation and repair parts, there would be a cost incurred for each piece of equipment used.  The typical year to nine months of ‘what amount is really needed’ and ‘what amount can be fit in the transportation medium’ is partially avoided.  Required numbers will still drive exercise budgets.  The up side is that if the numbers are driven too low in the planning process, as opposed to ‘feet on the ground reality’, additional assets can be obtained from the contractor.

5.  Not CARC painted.  Not every piece of equipment will be painted with CARC paint nor would every piece necessarily be green.  If color is critical to functionality, then that too can be negotiated in the contract.  In extremis, CARC paint could be added prior to delivery, again as part of the negotiated terms of the contract.  The reality is that none of this type of equipment is able to be totally cleaned of nuclear, biological, or chemical (NBC) contaminants.  Most of this equipment is used behind the forward edge of the battlefield again raising the question of the importance of color.

6.  Have to give warning.  There will be a timeframe built into the contract that allows the contractor to ready the required equipment.  This raises the issue of security.  Surely in a forcible entry operation there is the need for some amount of secrecy in the build up phase.  Those initial requirements could come from pre-positioned equipment and then augmented with the contracted equipment once a presence is established.


7.  Penalty for destruction.  Utilizing rented/leased equipment in combat may is another risk that will be negotiated in the contract.  Some fair market value penalty for lost or destroyed equipment would be required.  This cost may also be incurred in training, in the event of a catastrophic accident, but is not far beyond what is faced in DoD today.  The only significant difference is that under the current philosophy, a destroyed piece of equipment is replaced from the reserve bought for that specific purpose, one to thirty years prior, so the cost is incurred as a sunk investment.  Great fifteen years from original procurement but not so great in the year funding is being sought to re-capitalize the fleet.

8.  Rental/Leased equipment is not new.  The real concern should be if the equipment functions as designed and is available when required.  As previously mentioned, construction equipment, and a good deal of other equipment designed to last in the commercial world, actually performs better when broken in.  Again, the structure of the contract could limit the age of the equipment delivered.

9.  Rent from locals.  This is always a concern when entering a new area for the first time.  Questions concerning sabotaged equipment, or less than satisfactory support, are valid concerns as is the issue of allowing the local populous into a camp.  Some of these concerns can be overcome by prior equipment check out and delivery arrangements, some, again, go back to trusting the contractor.

There is, of course, the larger question of the contract itself.  Both the Civil Reserve Air Fleet (CRAF) and the Ready Reserve Force (RRF) are examples of long standing contracts utilizing commercial assets for specified durations.  In the CRAF contract there is both a guaranteed portion, $325 million for fiscal year 1999, and a portion that is reimbursed for use beyond the guaranteed amount, estimated to be in excess of $362 million for fiscal year 1999.  CRAF response time is 24 to 48 hours after notice, far exceeding the potential requirement for construction equipment or other COTS type items, which would nominally be 30 days or more.

Case II--  

The Marine Corps provides all, or part, of a fleet of equipment to a contractor.  The contractor is required to maintain the equipment at a given state of readiness and deliver training, exercise and/or contingency assets where and when required.

This concept is being explored by several militaries around the world.   The Israelis are looking to have a contractor maintain their fleet of training jets and provide them back to the force at an hourly rate.  The British Royal Engineers have a request for proposal (RFP) out currently that is exploring the cost for a contractor to buy back their fleet of construction, and related, equipment, maintain it and provide specific items back as required.  The Royal Engineers are requiring a commitment of greater than ten years.  The intent of the potential contract is to transfer the risk and cost of maintaining their fleet of construction equipment to industry.  There will be requirements for delivery of training, exercise, and contingency assets to a specified number of location.  The transfer of equipment to the contractor is to be seamless at the unit level.  The contractor will be required to insure a maintenance capability remains with the active and reserve forces, in fact the idea of using reserves as contractor employees has surfaced as a viable alternative.  The winning contractor would also provide repair parts and replacement equipment in the event of hostilities that do not allow the contractor to maintain the equipment onsite.  Payment to the contractor will be at established intervals based on monthly usage.  Any efficiencies gained by the contractor that result in cost savings would potentially be shared with the government.  The contractor may be required to replace damaged or outdated equipment through procurement or lease.  The contractor may also be asked to pursue new equipment as evolving requirements emerge.

Advantages:


1.  Less O&M funding required.  This comes down to a question of who can achieve better efficiencies in maintenance.  A group with a huge turnover of personnel each year, read the military, or a group whose day to day survival depends on the expertise of its workforce.  A group where repairing something right the first time is a matter of proper diagnosis, part availability, tool availability, supervisory competence and an established quality control program or a group whose pay is ultimately effected by their performance.

2.  Instant replacement if broke.  Under the contractor maintenance program, immediate replacement of improperly functioning equipment is required.  This plan beats waiting 30 days or more for an item to be inducted into the maintenance cycle, wait for all of the proper parts to arrive, receive the necessary repairs and be returned to the unit.

3.  Less/no transportation cost.  The cost for transportation of the equipment is borne by the contractor on a reimbursable basis.

4.  Level costs.  Annual costs to maintain the equipment are known based on projected usage.  Readiness/availability requirements are built into the structure of the contract with penalties for non-compliance.  Savings gained from new efficiency of operations are shared.

Disadvantages:

1.  At mercy of the contractor.  Again, DoD is back to ‘trust tactics’ in its relationship with the contractor.  Will the right equipment be delivered on time at the designated location?  Most corporations, like Caterpillar, build their reputation on their ability to meet their obligations.  A poor reputation equates to lost sales and unhappy shareholders.  

2.  Annual cost.  See Advantages.  Who can maintain the equipment for less cost remains the driver?  Contracts over five years in length are currently prohibited by the FAR and must compete annually for funding.  It is time DoD got on with real acquisition reform in order to take advantage of business practices employed daily in the commercial world.

3.  Have to give warning.  There will be a timeframe built into the contract that allows the contractor to deliver the required equipment to the required location.  This again raises the issue of security

4.  No control over replacements.  If it is built into the contract that the contractor automatically replaces destroyed or out dated equipment, how much control is lost?  Some amount of checks and balances will have to be in place to prevent a huge re-capitalization bill that is not budgeted for.

Services 

‘Purchased services’ is another area whose time has come.  The Defense Logistics Agency (DLA) continues to try and reinvent itself but remains a bureaucratic speed bump in the desire to provide quality products to DoD at the cheapest price and in the fastest time. Try as they might, DLA cannot consider low cost and fast delivery as core competencies.  The surcharges DoD must pay to keep DLA functioning are seven percent to fifteen percent of an item’s actual cost. It is time to let those who warehouse and deliver goods worldwide, with guaranteed delivery times, for a profit, take over this vital mission. 

Advantages:
1.  A contractor is in business to succeed and meet delivery goals.  This is the real bottom line.  If a contractor is not performing, he/she is not making money.  Most of these organizations are global businesses with a large infrastructure already existing.  The contractor has to answer to his/her stockholders if goals and projected earnings, based on successful contracts, are not met.

2.  The only overhead is contract management and the cost of the contract.  Contract management costs need to be controlled by DoD in order to prevent DLA II from occurring.  The cost of the contract should be down in the two percent to three percent per item range.

3.  Consistent response.  The commercial world works to metrics.  Contracts are structured with goals, incentives and/or penalties to insure all parties are clear on the required objectives and what happens if those objectives are exceeded or not met.  


4.  Get rid of DLA.  This has to happen for acquisition reform to really work.  The Services are held hostage by this bureaucracy.  This act alone would free billions of dollars both from the Services budgets and from the Office of the Secretary of Defense’s (OSD) budget.  It is time to stop accepting the typical DLA markup as a standard, reasonable business practice.  

Disadvantages:

1.  Have to get rid of DLA.  This is a huge step in the right direction but one that will be fought every step of the way by those in leadership positions within DLA.  There are some functions DLA performs, such as annual procurements of fuels, which would have to continue to be performed in some capacity.  

2.  Hostage to contractor.  This argument holds less weight for services contracts as the Services are currently held hostage by DLA.

OTHER OBSERVATIONS

Six Sigma


Caterpillar, this year, embraced an industry standard for cost reduction, Six Sigma.  Six Sigma is a quality culture that began at Motorola as a manufacturing tool to reduce defects and now has grown to encompass every process an enterprise uses.  Six Sigma equates to 3.4 defects in one million opportunities, the equivalent of missing a golf putt once every 163 years.  It uses statistical analysis to examine a process or problem in order to determine the root cause.  Once the root cause has been isolated, contributing factors are examined to determine the fixes necessary to correct/improve the process or product.  Ultimately, the Six Sigma approach is used in the initial development of technologies and processes to insure all possible detractors are identified and corrected before reaching the ultimate customer.  


Caterpillar’s CEO, Glen Barton, has identified Six Sigma as the number one, Critical Success Factor for the enterprise over the next five years.  The goal of the enterprise wide deployment is to eliminate $1.6 billion in costs by 2003 and improve on already high levels of customer satisfaction.  Caterpillar’s deployment includes both their independent dealers and their suppliers.  Glen Barton defines Six Sigma as “the customer focused enabler for the new corporate strategy” he announced at the end of 2000.


If steps are not implemented to eliminate the DLA, serious consideration should be given to the adoption of a cost cutting tool like Six Sigma.  Unlike the enterprise resource planning tools that only help a firm to track its expenses and costs, Six Sigma is an active program intended to reduce costs and improve customer satisfaction.

Movement of technology to products

One of the issues being raised both in industry and within DoD recently is the transfer of technology from basic research, to development, to a product.  There are many models out there that claim success but the key to most of them is to have user buy-in and funding driven ownership early in the process.  Within DoD, the user generally is involved in establishing the requirements but then does not see anything until operational testing.  Caterpillar has established an internal structure that allows for user buy-in early on. 


When Caterpillar restructured in the late 1980’s, it did so, in part, to bring greater ownership of the R&D effort to the entire enterprise.  The foresight demonstrated by that leadership team has provided an interactive organization that involves the customer in the selection of technologies to be moved forward and then in the development of those technologies.  The new organization is led by those responsible for product development and manufacturing.  Caterpillar’s new structure is as follows:



Business Units-- Business units are directly responsible for the production of a specific line of products, they are the users.  They are also responsible for providing funding product development programs and for insuring the application of technologies satisfy customer demands.



Corporate Strategy Council-- The Corporate Strategy Council is a group responsible for setting research and development strategies.  It is composed of corporate executive officers with ties to the product lines and various directors from the Technology Services Division (TSD).  This blend of people provides a sound mix of those developing the corporate business strategies and those providing the visions of future product needs.  The council’s responsibilities are to develop and track the corporate technology strategy, support research programs that span multiple products and ensure the technology strategy is communicated throughout the enterprise.



Technology Management Review Boards (MRB)-- The Technology Management Review Boards are the workhorses for this new organization.  Focused in eight broad categories; business processes, electronics, hydraulics, machine and system configuration, materials/structures and processes, non-metallics and trimbology, power sources, and power transmitters; the MRBs develop technology strategies for future products and processes and the research programs to support them.  Directors of the eight technology areas, within TSD, act as facilitators for the MRBs.  As multiple business units are represented in a single MRB, the focus is continually on the customer’s needs and can be leveraged across the enterprise.  The MRBs conduct a review of technology strategies and programs with the Technology Council.



Research and Development Management Team (RDMT)—The Research and Development Management Teams are composed of upper level research directors and MRB facilitators and ensure that ongoing research programs support the strategies outlined by the MRBs.  Once a year, the RDMTs appear before the Technology Council for funding.


Money for research no longer comes just from the corporate coffers.  In addition to the corporate funding dispersed by the Technology Council, funding comes directly from the business units and from external sources.  After basic research has been conducted and the technology is deemed as worthy of transition to development, the business units fund specific development programs under a plan of product application and commercialization.  


This process of checks and balances keeps the entire enterprise engaged in the creation of needs that are satisfied by the development of technologies.  In some cases, Caterpillar has made the decision to acquire the rights to an emerging technology, thereby avoiding the development costs, by purchasing licensing rights, signing a joint venture, or making an outright acquisition of the company owning the rights to the technology.


DoD needs to adopt a similar approach to that taken by Caterpillar eleven years ago.  The pure science communities are pursuing advances in critical technologies.  However, DARPA and similar agencies have to do better jobs of talking to the war fighters and determining their needs.  DoD needs to avoid the walls that are created by research and development organizations who wrongly assume that everything they throw over the wall is both in demand and will be moved forward into production.  Early ownership by the Services will insure that scarce R&D dollars are going to programs that will make the transition and end up in the hands of the Marines, sailors, soldiers and airmen.

Teaming efforts

Many recent articles are calling for a return to a better teaming between industry and DoD in researching and developing the technologies that keep U.S. forces at a technical advantage over potential adversaries.  Funding for basic research and applied development has experienced a steady erosion over the last 50 years.  DoD used to be a leader in developing technologies that were then converted into commercial applications.  Now, DoD waits for the commercial world to do the developing.   Dual-use is a phrase that is attracting a great deal of attention.  Most forums call for a level of joint participation from both the government and from industry in order to make the effort more affordable for both.  This joint effort would certainly be enhanced if DoD were to establish a vision of capabilities that extends twenty or more years into the future.  A vision would allow both large and small businesses to explore both evolutionary improvements in existing technologies and also the ‘blue sky’ ideas that lead to ground breaking changes.  It is the revolutionary leaps in capability that drive newer and more effective tactics and allow radical departures from current strategies.  

CONCLUSIONS


Many of the observations I have made this year have the potential for dramatic change within DoD and in DoD’s relationship with industry if implemented properly.  Simply adopting reductions in inventories of COTS-type equipment will save billions of dollars.  The U.S.Army’s inventory of $3.5 billion worth of construction equipment is showing signs of non-use.  A 14 February, 2001 article in Jane’s Defence Weekly discussed how the U.S. Army Reserve (USAR) is resorting to long term storage of equipment as a result of declining equipment refurbishment and re-capitalization funding.  Rather than building a dehumidified building at each USAR site, it would make more sense to divest some of the excess.  For the Marine Corps taking a hard look at established acquisition objectives for current programs would save hundreds of millions of dollars in the next several years.  These saved dollars should be applied to re-capitalizing the fleet and taking advantage of new technologies that improve operator efficiencies and that make equipment easier to maintain.  In essence, by buying less of an individual item the opportunity would emerge to buy more desired items.


Reducing procurement of COTS-type items to the minimum necessary to satisfy training requirements, and relying on the worldwide presence of most of the industries that support DoD to satisfy exercise and contingency needs, makes fiscal sense.  It would allow savings to occur from reduced operations and maintenance costs, and from a reduced amount of cubic cargo that would have to be moved to satisfy exercise or contingency requirements.  The reduction in equipment needing to be shipped in support of an exercise or contingency would help to ease the ‘tyranny of square and cube’ that ‘the Marine Corps often finds itself victim of’ according to Marine Colonel Bob Love in a recent article in Defense News.  Tapping in to the rental market would insure operators are learning on the latest generation equipment and would guarantee availability or replacement for the duration of the requirement.  


The Congress will have to act and change the rules under which DoD must operate if these savings are to be realized.  FAR article 17.103 only permits a multi-year contract of up to five years.  Even those permitted multi-year contracts must compete annually for funding.  In order to achieve the full benefit of these contracts longer terms must be allowed and some amount of guarantees must be made.  In that way industry will feel themselves a true partner with the Services rather than holding their collective breaths each year at the 1st of October.  FAR article 37.106 only allows one-year service contracts.  Again, this is not a long enough duration to entice real savings with an industry partner.  As a whole, planning and budgeting would be much smoother if the Congress were to authorize two-year funding rather than forcing the Services back to the table every year with their hats in their hands.  

In essence, we need to begin to trust each other to make the system better.  The Congress needs to trust that the Services are not going to launch into a series of unethical or illegal agreements and the Services must trust industry to deliver on what they say.  The nominee to the post of Pentagon Acquisition Chief, Mr. Edward Aldridge, stated, “Neither industry nor the Congress will be interested in entering into multi-year contracts unless they can rely on the other to follow through as planned.”  It has to come down to trust and ethical behavior.  These are bold steps to insuring the future of DoD.

IMPLICATIONS FOR DoD
Work with the Congress.

DoD must be allowed to embrace acquisition reform and use the same tools industry uses to maximize the impact of their budget.  The Congress must change the rules, under which DoD is held, to allow broader acquisition reform and to use the documented business practices that will allow decisions that save the taxpayers money.  The Congress has to stop putting line items in the DoD budget that keeps production lines open beyond the quantity of items requested from the Services.  This, of course, implies that the Services need to ask for the quantities they really require rather than playing the game of asking for fewer knowing that the Congress will plus up the line.  The Services must be allowed to work with industry to produce equipment at economical rates.  

Capitalize on Industry’s Global Presence.

The Services need to take a very hard look at buying to acquisition objectives that keep hundreds of items sitting in storage for tens of years ‘just in case.’   Tapping into the move toward a rental or lease market by industry will result in more flexibility with critically short acquisition funds, significant savings in operational and maintenance funding, and savings resulting from having to move less equipment to support an exercise or contingency.  Reduction of acquisition objectives will allow faster re-capitalization and keep the best possible equipment in the hands of the war fighters.  DoD should move to utilize the services available commercially to store and move repair parts thus eliminating DLA from this process and perhaps others.
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