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The SDFP was established by Secretary of Defense Perry on October 6, 1994, with the goal ". . . to build a cadre of officers who understand not only the profession of arms, but also the organizational and operational opportunities made possible by the revolutionary changes in information and related technologies… an appreciation of how this revolution is influencing American society and business in ways that will inevitably influence the culture and operation of the Department."  We achieve this by sending selected officers to train at a sponsoring corporation. Each has earned a reputation for quality long-range planning; undertaking organizational innovation and adaptation to remain competitive; successfully managing and exploiting the revolution in information and related technologies to become an industry leader.  The information revolution has demanded that corporations become faster, more agile, and more flexible to remain competitive in a drastically altered global business environment.  In the same manner, the military must harness the tremendous potential of the information revolution to transform itself into the fast, flexible, agile organization necessary for future success.


The Deputy Director of the Secretary of Defense Strategic Studies Group (SDSSG) manages the SDFP, which is located in Arlington, Virginia.  The executive agent is the Director, Net Assessment, National Defense University.  Officers of high flag or general officer potential are nominated by their Services to spend approximately 11 months at a sponsoring corporation.  Throughout their assignment, SDFP members attend a variety of lectures, seminars, wargames, and other preparatory and supportive training.  As the final action of their assignment, members provide an information report and briefing to the Secretary of Defense, Secretaries of the Military Departments, Service Chiefs, and other DoD principals that describes the training received, insights gained regarding operational and organizational change, and how these changes may influence the culture and operations of DoD.  This past year officers were assigned to: The Boeing Company, Caterpillar Inc., Cisco Systems Inc., Netscape Communications Corp., PricewaterhouseCoopers L.L.P., and Raytheon Systems Company.    


Each Fellow has written an individual report on the observations and recommendations derived from the time spent at his own sponsoring company, group visits to all the other sponsors, and exchanges of information among the entire group of Fellows.  Throughout these reports are insightful observations about such topics as organizational reform, information technology, network development and security, biotechnology, strategic planning, acquisition, training, and personnel issues.  This document contains common findings that are shared across the group.  In keeping with the fundamental goals of the SDCFP, these findings are focused on the areas of Operational Change, Organizational Change, Transformation, and the implications for DoD and the Military Services.  Although the findings as presented represent the views of the 1998 – 1999 Fellows, the areas they cover are generally common across all years.  Each year’s group of Fellow has a unique viewpoint.  But, the overall commonality is shared across all years and re-enforces the validity of their findings   
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Common Findings

The fundamental objective of the SDFP is to build a cadre of future leaders who understand, not just the profession of arms, but also the organizational and operational opportunities made possible by the current revolutionary changes in information and other technologies and how these changes are affecting business and society in ways that will impact DoD.  During their time with the sponsoring companies, the Fellows made numerous observations and derived recommendations relevant to DoD, which they have detailed in their individual reports.  From these, they have, collectively, determined the dozen areas that they believe are most relevant and hold the greatest promise of beneficial change for DoD.  They are not alone in this belief.  To a large extent, these are the same areas that previous year’s Fellows, independently, considered as their own areas of common observations and recommendations on how best to transform DoD. 

Enterprise Resource Planning (ERP) Systems
Enterprise Resource Planning systems are used by corporations to tie together their various functions--finance, distribution, human resource, manufacturing, etc.--providing a more complete, timely picture of operations and the ability to analyze data to plan production, forecast sales, adjust work forces, and provide timely, accurate information for critical decision making.  A real benefit in ERP systems is the ability to provide the same information across the enterprise with only one data input required, avoiding the necessity to duplicate input requirements and the increased chance of mistakes.  ERP systems break down the traditional stovepipes that exist in an organization, making all information available to all those who need it.  

The implementation process of an ERP system in an organization is critical to ensure the desired outcome is achieved.  Implementing an ERP system requires a complete review of all the processes involved in conducting business and potentially changing processes and business rules to facilitate implementation, reduce the workload, and increase productivity.  Attempts to overlay an ERP system on current processes without verifying their efficacy normally results in loss of information and failure of the system.  The full implementation and use of an ERP system removes information barriers caused by physical separation or culture and provides opportunities for seamless integration of widely distributed activities around the globe.

ERP systems can be commercially procured in a variety of configurations to meet the current need of the customer, whether it involves implementing a single module, such as financials, or implementing an industry suite.  ERP systems can also be locally developed to meet the specific needs of a particular user, such as the one created for CINCPACFLT to leverage the network capabilities of their IT-21 hardware system.  The payback in the implementation of an ERP system can be enormous in terms of money and man hours saved as well as the increased agility and decision making capability inherent in the availability of timely, accurate information.  Within PACFLT headquarters alone, the 250 plus databases in existence with duplicative, and often erroneous, data were reduced to 30 databases with access provided to all via a web-based intranet.  This eliminated wasted man hours maintaining unnecessary information, removed the traditional stove pipes around information, and made access available to all which increased the efficiency of staff work and enhanced timely decision making.  CINCPACFLT estimates the implementation of his ERP system, to include hardware for the IT-21 configuration, will cost $58 million dollars by the year 2000, with a return on investment of $111 million dollars in man-hour equivalents, resulting in an almost 2:1 ROI.  

There are numerous opportunities for implementing ERP systems within DOD and its agencies, whether through commercial packages or custom development.  These systems are not confined to just the business practices of DOD, but can be developed for sharing operational information as well as CINCPACFLT has demonstrated.  The speed at which businesses and the world are moving demand that DOD take a proactive approach to streamlining activities and leveraging the power of information technology to remain in the forefront and provide the greatest benefit to the taxpayer for the investment made.

Information Technology

At the core of the revolution in business affairs is the dramatic impact and influence of Information Technology (IT).  IT is being used not only to drive down costs by making work more efficient, but also to accelerate entry into new markets, thereby adding to the bottom line.  Common findings concerning IT were:

· A single individual (usually the CIO) is assigned responsibilities to ensure company-wide compliance with common IT initiatives (e.g., common software, hardware, or procedures).  A common operating environment is deemed critical to success of sharing information and maintaining a competitive edge in the marketplace.  Individual initiatives were usually not supported by the corporate structure.

· Whether IT was outsourced in part, in whole, or not at all, CIO’s are careful to treat certain skill sets differently.  Understanding that System Administrators own the keys to the ‘company vault,’ most corporations do not outsource this function.  Corporations have moved to professionalize this and other key skill sets.  This is quite different from the prevalent DoD attitude that Systems Administration is an entry level or additional duty job.

· IT’s affect on business leads to a dependence on having the latest state of the art equipment.  Factors such as Moore’s Law (the speed of computers doubles every 18 months while the cost decreases) are requiring companies to lease (usually 2-year terms) rather than buy equipment to stay on the leading edge.

· The most security conscious companies have adopted security practices and policies that are specific to information technology and have not just blindly applied old practices and policies that were written for printed media.  Speed is considered an essential part of security, especially in an open environment.

· IT should be used as a tool to increase accessibility and availability to a wider audience.  More people both internal and external to the company share information.  Companies are using IT (best practice archives, online video/chat staff meetings, employee news channel, online customer sessions, on-line conventions, etc.) to better collaborate.

It was clear that each company had IT integration into operations as a top five strategic planning priority.  Like industry, IT has a critical impact on DoD operations.  Therefore, DoD should not only assign one overall person responsible for IT policy development (DOD CIO), but also give him the statutory and fiscal power to enforce the identification and implementation of a common operating environment for all DOD organizations/agencies.  DoD should also professionalize Systems Administration and resource field units to fully man or outsource key IT positions; primarily lease rather than buy IT equipment; rewrite IT security regulations, focusing on the difference between electronic and hard copy media requirements; and take full advantage of the new methods of hi-tech collaboration.
Internal Organization


Of the six companies hosting SECDEF Fellows this year, only one has not been through a major merger or acquisition.  All six companies deal with continual change.  During the change process, active top-level leadership has been critical – without it, companies tend to revert back to old ways.  Top-level leadership also seems to be taking a greater role in strategic planning, with the Corporate Headquarters sometimes being the integration point of lower-level strategic planning groups. In dealing with continual change, agility is both a need and an attribute.  Organization structure tends to be flexible to needs and task-organized.  Once a process or task is complete, the organization is likely to be dissolved.  Employees, who can apply for various projects at one time, may work for several different groups within the company during any given period.  This fluid, flexible structure allows for spread of expertise across the company, as well as a more customer-focused, responsive approach.  DoD has applied this approach in various “tiger teams” over the years; however, for the most part, people work in one organization and in one job.  The Department should assess whether certain functions could be accomplished by people in short-term positions, based on work requirements (as opposed to one long-term position with one organization). Rather than focus on what office a person is assigned to, the focus could be shifted toward what particular work needs to be done.  Similar to the way Reservists are sometimes used to augment staffs, active duty members could apply to be “hired” to accomplish a specific project—possibly even from a geographical location not co-located with the staff.  Once that project is complete, the member would then apply for (or be assigned) a different task, possibly in a completely different area of the staff. This kind of approach requires a whole paradigm shift, from where a person works to what they accomplish.  It would also require effort, during the transition from task to task, to assist people in finding new jobs.  However, the concept provides an element of flexibility to the staff, and allows an increase in manpower to organizations during their peak periods of activity, as well as a broadened experience for the staff member.


Many firms use a decentralized decision-making structure, as if operating internal companies that have responsibility for their own budget and resources, within the context of the whole.  Also, all groups within many firms share support services – there is one office for pay, one for legal counsel, one for computer support, etc.  This is very different from the DoD system, where each Service even has its own unique form for leave papers, not to mention different support services!  Many commercial support services are accomplished electronically, without excessive intervention or review by mid-level supervisors.  For example, when an employee files a travel claim, some companies process it without question, unless a variance threshold in the computer system alerts the finance and travel organization to a deviation from the norm.  This kind of shared, simplified approach ensures faster support with less overhead cost.  DoD should consider vigorously adopting (or accelerating adoption where initiatives already exist) shared inter-service support services.  Administrative processes, such as leave paperwork, travel claims, etc, should be common to all the Services, and all members should be able to accomplish administrative activities electronically, from their places of work (even deployed), from home, from conveniently positioned kiosks (maybe at the exchange, commissary, or TRICARE clinic), or while on the road (using touch-tone access).  DoD should insist on common support services (e.g., one pay support system, one travel system, one leave system, one computer support system).  It would not only enhance joint operations, but also would also streamline processes and save money.


In businesses that provide services and those that provide products, customer satisfaction is key to success and an indicator that processes are operating efficiently and effectively.  Business considers customer satisfaction so important that they often make it a factor on annual employee evaluations and even for compensation.  All parts of DoD, military and civilian, could and should do the former, if not the latter. 

Human Resources


Perhaps the most important lessons that can be learned from today’s top companies are in the area of Human Resources (HR).  In an era of workforce shortages, leaders of companies such as Cisco’s Chairman believe HR is as fundamental to the organization as sales or manufacturing.  As an executive at Boeing put it, “Machines don’t build airplanes, people do.”  As a result, in the business world the totality of HR has become a profession, not just a shared or collateral duty, as in the military.  Today’s companies require HR managers who are highly skilled in dealing with multitudes of issues, ranging from management and leadership training, to job enrichment, to benefits and incentive options, to shared services, such as medical or legal support.  DoD should establish a HR career path for military personnel. This does not preclude the need for manpower professionals in the assignment system and other personnel functions, but inclusion of HR professionals could bring long-term benefits in recruiting, retention and other areas.  HR professionals look at the whole person, and how the company is meeting employee needs and developing its employees, as well as how the company’s needs are being met.  

Lateral hiring is another commercial practice DoD should consider, particularly to fill needs in technical areas.  In business today, managers are finding the “one-company-for-life” employee is not as common as twenty or thirty years ago.  Employees are not as willing to re-locate, even if staying in one part of the country means finding another job.  Further, in many areas, even without the threat of moving, employees are much more willing to quit their jobs and hire on with competitors.  People are putting family, enjoyment of work, pay and compensation and how they are treated in the workplace ahead of company loyalty.  In some fast-paced companies with high turnover, managers are beginning to focus on how to accommodate the turnover and maximize benefits for the company.  Whereas the military paradigm, for the most part, has been to grow leaders from within, the commercial world is using lateral hiring to fill emergent needs and add diversity to their mid- and top-level workforce.  In cases where technology is rapidly changing, such as in Silicon Valley, it may be preferable to hire people right out of school than to try to retain all the employees who are leaving.  There are some technical specialties where optimizing the effects of turnover may be a better approach than simply focusing on retention.  DoD and industry should partner together to capitalize on the flow of expertise between the public and private sector.  The Air Force has taken a first step in this direction by working with the airlines in the Phoenix Aviator program, which manages military pilots who are getting out to fly commercially.  There may be other career fields where this option could be beneficial, and the concept might be applied in reverse, with DoD picking up people trained by the civilian sector.  However, there will always be the need to recruit career soldiers, sailor and airmen.  The options provided by cross-flow management do not diminish the importance of addressing recruiting and retention needs.

Recruiting and Retention

A robust economy, expanding globalization, information sharing, and an increasingly dynamic business environment are driving industries across the country to focus on successful recruiting and retention programs.  Corporate America has accepted intellectual knowledge as the heart of most businesses and is listing the successful recruiting and retention of people as one of their core competencies.  Industry is attacking this human resource problem by implementing innovative programs to get and keep

employees that go far beyond focusing on direct compensation.  In one name or another, companies are adopting a “one size fits one” approach to this issue, which tailors a comprehensive retention incentive package to each and every employee.  Employees can pick and choose between multiple and varying plans to include: medical, dental, college, stock options, training, compensation, work at home, office and home equipment, and job enrichment.  Managers are given a wider variety of employee incentive tools (e.g., variety of bonus methods, work schedule options, tools, and workplace arrangements.)

A “one plan fits all” approach is fast becoming a relic in this tight labor market.  Today’s companies believe employee are better able to determine the specific compensation and benefits package that best fits their life style, thus increasing their appreciation for and loyalty to the company.  This has proven successful for employee recruiting and retention.  In those firms that aggressively pursue this approach, attrition has fallen well below historic rates.  DOD currently uses very few innovative programs that go beyond the pay and monetary incentives that have been recommended by Quadrennial Defense Reviews and blue ribbon panels on pay and compensation. Those programs offered within DOD usually fall within the “one plan fits all” category.  This maximizes plan management, whereas “one plan fits one” maximizes employee satisfaction.

DoD tends to rely on formal Professional Military Education (PME) programs for professional development.  In business, though, employees and managers have more of a continuing education effort, whether by reading one book a year (paid for by the company), attending college courses (again, paid for by the company), or attending executive development programs (once again, paid for by the company).  DoD should consider an improved, continuing education philosophy that goes beyond the formal “in residence” PME program (which is limited to a select few), and reaches more of the people, where they are based.  Improved use of electronic media can help defray the costs, as well as partnership with local schools and industry.  Other examples of possible initiatives within DOD include: better performance incentives within the pay structure that are not always tied to promotions and longevity and don’t require virtually all personnel to start at the entry level (e.g., separate pay scales for technical skills); the creation of a 401(k) type plan for all personnel that provides retirement savings beginning on Day 1; additional options for health care; and, rolling all military HR programs under one management chain, thereby alleviated the disjointed (overlapping in some areas, totally neglected in others) way military HR programs are currently pieced together.  Unless the military adjusts is human relations organization and processes to parallel, to the greatest extent possible, those steps being taken in the corporate world, DoD’s recruiting and retention problems will continue to grow.

Partnerships/Teaming

One of the "coins of the realm" in Corporate America is trust between business partners.  The speed of business in a global market dictates that trust exist and remain inviolate.  Corporate partnerships are designed to provide complementary capabilities in a dynamic market environment and create a "win-win" situation for the participants.  Partnering normally occurs when a market changes and forward leaning companies seek to capitalize on these changes through teaming with a company that allows them to go to market with a timely product or service.  Partnering is often a long-term relationship that maximizes efficiency through shared risk, reduced development and production costs, and increased revenues.  It provides long-term benefits to all the participants.  Often, business partnering requires access to trade secrets to facilitate rapid development of products and services.  In those instances where the partnership trust is violated, the offending company is removed from the relationship and suffers lost revenue and market share, lost opportunities, and a diminished ability to partner with another company in the future, depriving it of future revenue streams.  The DOD structure and competition requirements do not normally allow for the establishment of long-term partnering arrangements with businesses, usually requiring numerous re-competing bids, often awarding for best price, not best value.  Trust between DOD and business is often anathema to DOD, resulting in the imposition of over burdensome regulations that result in inefficiencies, dual bookkeeping, and increased costs to the company, which are passed to the taxpayer.  Achieving efficiencies in DOD through partnering with business is absolutely vital and requires numerous changes by DOD, to include:  

· Review/revise regulations regarding the awarding of contracts to allow longer-term relationships without the need for recompeting, including the use of incentives to create the "win-win" situation necessary for successful partnering.

· The adoption by DOD of commercially accepted practices, such as the acceptance of independent audit findings versus the requirement for an audit from the Defense Auditing Agency requiring additional expenditures for marginal value.  

· The imposition of severe penalties for companies that violate the trust and partnership agreement rather than pre-supposing criminal intent by all and conducting business accordingly.  These penalties must prevent the offender from participation in any DOD or other government contract for a period of at least three years, as well as fines and the criminal prosecution of those responsible for the fraud.

Create an environment of agility that allows rapid partnering through speed, decentralized decision making, and removal of unnecessary regulations that foster a "business as usual"

Globalization

The creation of global businesses has transformed the marketplace and expanded the playing field for many companies.  The ability of a company to offer products and services worldwide has increased their customer base and provided new markets to increase revenues and profits.  This global expansion is essential to sustain the growth demanded by corporate shareholders.  The process of globalization also feeds upon itself.  As companies expand internationally they create more business opportunities for other companies internationally and the process continues to build upon itself.  Information Technology is a key enabler of this process.  Rapid sharing of information across company intranets and the Internet minimize the impact of working collaboratively across long distances.  Globalization is now a fact of life for most major companies.  The ability to compete globally is not only a geographical function, but also a mindset within the companies that compete there.  This process is now ingrained with most companies to the point that developing international strategies is part of the initial product development and not just an afterthought attempt to expand the market for an item or service.  

All the companies that participated in the Fellows program this year are international in scope.  Raytheon has an entire company, Raytheon Systems Limited, which is based in the United Kingdom, and the other Sponsors have similar arrangements.  These overseas segments provide a company “hands on” interaction with their customers and insight into local customs and business practices.  A shortage of critical job skills has also forced some companies to recruit employees from overseas.  High tech companies such as Cisco and Netscape cannot fill all their required positions without foreign personnel. Approximately 20% of Cisco’s California workforce is a foreign national.  Additionally, the high cost of US labor has also driven many companies to relocate facilities overseas where labor is much less expensive.  The effect will be to create a sort of “mixing bowl” as companies expand internationally and grow over time.

Another reason for the global expansion of companies is the requirements levied by foreign governments.  Many contracts with foreign countries require products be built within their country.  Quite often a corporation will not have a chance to do business in other countries unless they have a presence in that country.  Similar to the “Made in the USA” campaign fought by US companies, other countries are following a similar path to bring jobs and money into their countries. 

Obviously, an area of concern for DoD in this globalization process is technology transfer.  There are no easy answers.  If we restrict a lot of technology then we severely limit the ability of US companies to compete overseas.  On the other hand, we need to ensure that we maintain a technological advantage in our weapon systems.  The US government needs to determine what exactly to protect and permit our companies to market everything else.  Our current technology transfer approval process is too bureaucratic and too slow.  DoD needs to reengineer this process to make it more consistent, faster, and with greater visibility into the process.  The current process slows down companies and hinders their agility in the international market.  There are even a growing number of instances where countries won’t do business with American companies because of this cumbersome control process.  A solid export control system will provide US corporations with the support they need to compete in this global environment and remain economically strong while also ensuring we protect those technologies that are truly providing us with a military advantage.

Strategic Planning/Vision

Although in vogue several years ago, fewer companies do real strategic planning, as we understand it within DOD.  In general, a rapid pace of change that makes long-range predictions increasingly problematic, combined with increased corporate agility, which makes them more able to cope with change, has made planning into the next decade pass(.  In many cases, strategic planning cells have been abolished in favor of the CEO and/or President assuming the "role" of the strategic planner in the hope of achieving greater market awareness and agility.  In some cases, very little strategic planning is accomplished because the day-to-day focus on share values drives the decision-making process.  Today's market dynamics and the ready access to information in a global economy serve to keep the focus of companies in the short term in order to gain an advantage in the market and maximize shareholder investment.  Strategic planning today is driven from the top and normally looks out no farther than five years, and typically looks only 2-3 years out, depending on the industry.  The goal of strategic planning is to provide a broad overview of where the company is going in the next few years, with details limited to the next 12 months and increasing vagueness further out.  Companies realize they cannot tie themselves to a plan that is rigid and inflexible, and their budget priorities and ability to shift monies quickly reflect that understanding.  The plan remains agile, allowing timely adjustments for the market situation.  Agility is the key to strategic planning within Corporate America.  The ability to shift funds on the fly to meet unexpected market fluctuations as well as take advantage of unanticipated breakthroughs is absolutely critical to the success of the corporation.  DOD's rigid strategic planning process and unbending POM cycle, which drives its business practices, would quickly bankrupt any corporation that chose to adopt that model.  Through changes in legislation as well as business practices, DOD must adopt a more flexible strategic planning process, coupled with an ability to shift funds as required to meet unexpected demands and opportunities.

Detailed Fiscal Planning

The common thread throughout all the companies can be categorized as less cumbersome, less time consuming, and less detailed; while they all keep a sharp eye on the pulse of the stock market and wishes of their stock holders.  In contrast to the Department of Defense’s six year programming cycle; two year budget cycle; one year preparation; and one year Congressional approval cycle, the civilian sector is far, far more agile and time sensitive. While all of the organizations develop annual budgets, mostly due to the reporting requirements of the market place, they do not look out financially more than two years.  They note that the future is so volatile and unpredictable, that to accurately plan their resource requirements any farther out than that is a waste of very valuable manpower resources.  Therefore, they normally work with a current year budget, a next year direction, and an outyear feeling.

The development process for the budget is also very timely and time compressed.  An organization will normally complete their next year’s budget development during the final quarter of the fiscal year.  They will then present it to the executive officers during the last week or two of the fiscal year, get approval for the budget, and begin executing it on the 1st of January.  The budgets are normally presented at the business unit level and the level of detail is generally portrayed in major category or project, but never in great detail.  The organizations allow great flexibility to the business units that are accountable for their own sales, return on assets, and profits.

During the year of execution, the status of the fiscal execution is continuously monitored and adjusted.  At the corporate level there is normally a mid-year review that involves the executive officers and the corporate books are closed and reported each quarter, providing the required financial results that the stockholders and stock market analysts require.  However, the majority of the real execution monitoring resides within the business units.  Business units will conduct fairly detailed internal budget reviews monthly, where they will identify the status of business sales and sales transactions and identify any changes to the budget that need to be considered.  The business unit has the authority to move money at any time during the year between activities or requirements within the business unit without additional review or approval by the corporate officers.  However, money does not move between business units and unspent funds remain to benefit the business unit instead of being scrubbed away to be given to another unit that is less innovative, efficient and productive as is the standard practice in DoD.  All of the pluses and minuses become part of the overall rollup at the end of the quarter and year to develop the final corporate financials. 

The lesson learned from the corporate world is that the Department of Defense financial planning and execution process is enormously too cumbersome and the timelines are too long.  The area of particular note is that the corporate world places a great deal of trust and confidence in the officers running the business units to make intelligent and fiscally responsible decisions without an over abundance of oversight.

Outsourcing

Outsourcing is a fundamental element of the strategy for acquiring products and services that do not constitute a component of a core capability.  It is used as both a cost reduction method and an opportunity to respond more efficiently to the requirements of customers and personnel within the organization.  The specific products and services vary as much as the missions of the individual companies.  Caterpillar acquires pre-forged parts for heavy machinery; Cisco acquires pre-fabricated chips and boards for networking devices.  Cisco outsources most manufacturing and all distribution.  Raytheon outsources customer service within its Human Resources department; Cisco considers Human Resources a core competency and retains the capability in house. PricewaterhouseCoopers has developed a Line of Service called Global Business Processing Outsourcing that provides outsourcing services in a variety of areas, to include human resources, information technology, procurement, and tax compliance.  Services such as training, food service, building maintenance, and facilities management are common targets for outsourcing.  Within DOD, numerous opportunities exist to continue outsourcing various services and functions, to include finance, warehousing, transportation, public works, military housing, and medical.  Each opportunity should be explored thoroughly.

A critical factor in outsourcing is determining exactly what should and shouldn't be outsourced.  These decisions range from outsourcing small elements of a department, to entire departments and organizations.  Partnering is growing in stature as a business practice.  Cisco Systems, Inc. and Netscape both use partnering as an extension of their outsourcing strategies.  Companies partner to provide complementary services and products to customers instead of developing an in-house capability that requires significant resources and/or may be required for only a short period of time.  By forming alliances with companies whose core competencies include products or services that are complementary, the partners together can assemble a more comprehensive product offering or end-to-end solution that promises to capture more market share than if marketed separately.  Companies that compete in one market successfully establish lucrative, win-win partnerships in other markets.  The win-win nature of partnering is reinforced by shared risk, whereas in classic outsourcing, the risk is born by the outsourcing company.  Partnering helps ensure that both parties are motivated to mitigate risk.  DoD should explore options for creating longer-term relationships with partners who perform well and represent good cultural fit.  Partnerships in which the DoD and it’s partner stand to share both the benefits and the risks should be explored as an alternative to outsourcing in which the government bears all of the risk.

Y2K

There has been no significant change in the status of Y2K since the report from our predecessors in the program.  That does not imply that Y2K is not being treated as a serious issue.  It is, across this year’s sponsor corporations, a high priority for the year.  Significant resources, both in dollars and man-hours, have been and will continue to be devoted to testing, remediation, certification, risk analysis, and contingency planning.  Four sponsors are planning to freeze configurations, both hardware and software, at some point, though the windows for the freezes may vary, and specific dates may not yet have been assigned.  Cisco Systems, Inc. will not freeze its network configuration, but will freeze selected applications.  Boeing is not planning a freeze.  Generally, the window overlaps will be part or all of the months of December and January.

As the date approaches, the trend appears to be away from freeze, as all corporations previously indicated they would have some freeze period.  There is a growing comfort with the state of preparation for the millennium and the processes that have been put in place to maintain Y2K compliance.  The focus is becoming more external.  There is a relative increase in interest in the preparedness of suppliers, vendors, even utilities, and an associated increase in the dialogue with external entities to determine/encourage their preparations for Y2K.  There is significantly more concern about lack of preparation in parts of the world where infrastructure and services are less mature, such as Latin America and Asia.  There is also a shift in focus to contingency planning for potential problems outside the company’s control.
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