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BLUE RIBBON DEFENSE PANEL
WASHINGTON, D. C. 20301

July 1, 1970

My dear Mr. President:

It is my honor to submit to you herewith the Report of the
Blue Ribbon Defense Panel appointed by you and Secretary of Defense
Melvin R. Laird last year.

As you know, you gave the Panel a very broad Charter to study
the entire organization, structure, and operation of the Department
of Defense -- but not questions of broad national policy within
which the Department operates. In order to get a fresh look, you
also selected members for the Panel who were generally unfamiliar
with the operations of the Department.

We found the assignment to be both broad in scope and massive
in detail, and to hold the potential for an important contribution
by the Panel. This made your one year deadline for submission of
our Final Report a very tight oneindeed. We found it impossible to
cover in depth many matters that we thought merited study, so we
necessarily had to confine our principal recommendations to basic
matters. We are confident that the recommendations we do make are
both significant and well-substantiated. We have pointed out other
areas where we believe further study would be fruitful -- much of
which can probably be undertaken within the Department of Defense.

Despite this time pressure, we realized the urgency of our
assignment, and pressed to have our Report submitted on the date you
set a year ago -- namely, July 1, 1970. As this deadline approached,
we realized what could not have been anticipated when we were
appointed, that this is a particularly sensitive period with regard
to the environment in which the Department of Defense in general,
and the military in particular, operate. However, as our Report
does not enter the field of national policy, but only makes recom-
mendations we believe will cause important improvements in the
effectiveness of the Department of Defense, we hope it will be
accepted by all as a timely and constructive contribution, and will
not be used by anyone to exacerbate present tensions and differences
of opinion.
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I would like to add a personal note. From my intensive,
year-long exposure to our military and civilian leaders in the
Department of Defense in Washington, and to our fighting men in
Europe, the Mediterranean, and Southeast Asia, I have been deeply
impressed -- and this applies both to the Officers and the Enlisted
Men -- with their competence and their dedication to duty, as they
see it. The Panel found many things it believes should be corrected,
but it believes, and 1 agree, that many of the difficulties result
from the structure of the Department of Defense itself, which almost
inevitably leads people into "adversary" relationships rather than
toward cooperation in the interests of the Department -- and the nation
-- as a whole, It also leads to reliance on the workings of "The
Bureaucracy", rather than individual initiative. I feel sure that
many fine military officers feel the same way, and do not look with
enthusiasm to assignments in the Washington area.

I hope the Panel's recommendations will not be considered
criticisms of individuals, but will help to restructure the Department
and "The Bureaucracy" so that the talent and dedication of these fine
people both military and civilians -- can be unleashed and redirected
to accomplish more effectively the basic objectives of the Department
of Defense and the Nation, in the manner most helpful to you and the
Congress.

Finally, I would 1ike to express to you my appreciation for the
dedicated work of the Panel members. They approached their assignments
with dedication to accomplishing a worthwhile objective. The attendance
at Panel meetings was unusually high and each member made valuable con-
tributions and carefully considered the entire Report, through many
long sessions and drafts. We all regret that Dr. Marvin Goldberger and
Dr. Martha Peterson found it necessary to resign from the Panel for
personal reasons, but each made valuable contributions while they
served as members.

Without the hard work of a fine staff, we naturally could not
have accomplished our assignment. My thanks go to each one of them.

I know all my colleagues on the Panel join me in expressing to
you our appreciation for giving us the privilege of undertaking this
important assignment at this critical period in our Nation's history.

Respectfully yours,
ilbert W. Fitzhugh

Chairman, Blue Ribbon
Defense Panel

The President
The White House

ii
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PREFACE

The Blue Ribbon Defense Panel was appointed by the President and the Secretary of
Defense in July 1969, and given the following broad Charter, with instructions to submit its
Final Report by July 1, 1970:

The general scope of the Panel is to study, report and make recommendations on:

(1) The organization and management of the Department of Defense, including the
Joint Chiefs of Staff, the Defense Agencies and the Military Services, as it affects the
Department’s mission performance, decision-making process, the command and control
function and facilities, and the coordination with other governmental departments and
agencies, with emphasis on the responsiveness to the requirements of the President and the

Secretary of Defense.

(2) The Defense research and development efforts from the standpoints of mission
fulfillments, costs, organization, time and interrelation with the scientific and industrial
community.

(3) The Defense procurement policies and practices, particularly as they relate to
costs, time and quality.

(4) Such other matters as the Secretary may submit to it from time to time.

It is important to note that, while the Charter is very broad as to the Panel’s function in
the fields of structure, organization, and operating procedures of the entire Department of
Defense, it excludes considerations of broad national policy. The Panel has endeavored to
hew closely to this line.

We were told that this is the first broad-scale study of the Department of Defense in
many years — in fact since the two Commissions on Organization of the Executive
Department of the Government chaired by former President Herbert Hoover.

We decided to approach our assignment with the same broad objectives as stated in the
Hoover Commission Report, namely:

‘(1) That the primary objectives of the National Security Organization are to
preserve the peace, but that it must at all times be ready and able, promptly and effectively,
to marshall all of our resources, human and material, for the protection of our national
security.

“(2) That civilian influence must be dominant in the formulation of national policy
and that civilian control of the military establishment must be clearly established and firmly
maintained.

*(3) That the Nation is entitled to the maximum possible return for every dollar of
military expenditure.

“(4) That military efficiency — in other words, readiness for war — must be the
fundamental objective of the National Military Establishment.
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“(5) That elimination of wasteful duplication is essential to good government, bi
that the preservation, within sound limits, of a healthy competitive spirit and of servic
pride and tradition are basic to progress and morale.”

Because of the vast scope of the operations of the Department of Defense, the Pan:
divided itself into four sub-committees, as follows:

(1) Organization and Personnel Management.

(2) Management of Materiel Resources (including research, developmeni
procurement and management of weapons and supplies) planning, programming, budgeting
and similar procedures.

(3) Military operations, intelligence, communications, automatic data processing.

(4) Conflicts of interests, contract compliance, domestic action, equal employmen
opportunity, etc.

The Panel interviewed many witnesses in depth, and the sub-committees many more. I
made a functional survey of the Defense headquarters organizations in the Washington are:
covering some 1,600 organizational elements to elicit information on the actual operation oi
and interface between units of the Department of Defense. It also sent a questionnaire to -
large number of people outside the Department of Defense who we thought might wish tc
give us the benefit of their thinking. We enjoyed a remarkable response, with answern:
ranging from a page to dozens of pages of detailed suggestions.

The Panel members and the staff carefully reviewed many earlier reports of studies ot
the Department of Defense, and many visits were made to important elements of the
Department outside the Washington area. Members representing sub-committees (3) and (4)
visited a number of military Commands in Europe, the Mediterranean, and Southeast Asia,
to see how policies determined at Washington Headquarters were carried out in the
operational units.

While the members of the Panel have considered carefully the entire report, this does
not necessarily mean that there is complete agreement with every detail of each
recommendation or statement. Except where otherwise noted, however, there is agreement
with the substance of every important conclusion and recommendation. The nature of the
general agreement and the extent of incidental disagreement are those to be expected when
members of a Panel individually have given serious thought to a major and complex
problem, and have sought to achieve a joint resolution in furtherance of the Panel’s task as a
deliberative body.

A concurring statement by Dr. George Stigler, and dissenting statements by Mr. Robert
C. Jackson and Mr. Wilfred J. McNeil, appear immediately following Chapter V1. Mr. Lewis
Powell has indicated he may wish to submit a supplemental statement on areas not
addressed by the Panel’s Report.

The Panel had the benefit of the voluntary assistance of many individuals in private
industry, whose services were requested by the Panel because of their particular knowledge
in various specialized areas. It especially wishes to express its thanks to them and to the
companies who loaned their services.

vi
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The Panel also wishes to extend its deep appreciation to the many people in the
Department of Defense - both military and civilian — who contributed generously of their
time in answering its innumerable questions and volunteering so many constructive
suggestions, We found them uniformly anxious to help and enthusiastic about the
possibilities for improving operations. As it was not deemed feasible to refer its
recommendations to all interested parties and agencies for review prior to submitting its
report, its recommendations are its own, and have not had the benefit of such advance

review.

To all these people who contributed so much to its endeavors, the Panel extends its deep
thanks. Especially, we realize that the fine response would not have happened without the
strong support of Secretary of Defense Melvin R. Laird, and Deputy Secretary of Defense
David Packard.

vii
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BLUE RIBBON DEFENSE PANEL REPORT
EXECUTIVE SUMMARY

The purpose of this summary is to provide a quick review of the six-chapter report resulting
from the year-long study by the Blue Ribbon Defense Panel. The Panel’s report offers
recommendations in a number of areas including organization, management of materiel
resources, management procedutes, personnel management and conflicts of interest. This
summary covers the major recommendations of the Panel in the area of the organization of
the Defense Department and several of the more significant recommendations in the other
areas.

As a result of its examination of the Defense Department, the Panel found that:

- Effective civilian control is impaired by a generally excessive centralization of
decision-making authority at the level of the Secretary of Defense. The Secretary’s ability to
selectively delegate authority and decentralize management, while still retaining personal
authority on major policy issues of the Department, is seriously inhibited by the present
organizational structure.

- The President and the Secretary of Defense do not presently have the opportunity to
consider all viable options as background for making major decisions, because differences of
opinion are submerged or compromised at lower levels of the Department of Defense.

- There are too many layers of both military and civilian staffs, and staffs are too large
in the Office of the Secretary of Defense, (OSD) the Military Departments extending down
through the field commands, the Joint Chiefs of Staff and the Unified and Component
Commands. The results are excessive paper work and coordination, delay, duplication and
unnecessary expense.

- The present arrangement for staffing the military operations activities for the
President and the Secretary of Defense through the Joint Chiefs of Staff and the Military
Departments is awkward and unresponsive; it provides a forum for inter-Service conflicts to
be injected into the decision-making process for military operations; and it inhibits the flow
of information between the combatant commands and the President and the Secretary of
Defense, often even in crisis situations.

- The Joint Chiefs of Staff could more effectively perform their important statutory
role as principal military advisors to the President and the Secretary of Defense if they were
relieved of the necessity of performing delegated duties in the field of military operations
and Defense Agency supervision.

- The present combatant command structure does not facilitate the solution of many
serious problems which materially affect the security of the nation. For example, recent
advances in technology require much closer coordination in planning for and employing the
forces of the Continental Air Defense Command and the Strategic Air Command than can
reasonably be expected with two separate commands. Also, the present Unified Commands
do not bring about unification of the Armed Forces, but rather are layered with Service
component headquarters and large headquarters’ staffs.

- There is substantial room for improvement and greater integration of management
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throughout the supply, maintenance and transportation systems of the Department. The
most critical need for improved effectiveness is in the support of the Unified Commands.

- There is no organizational element within OSD with the capability or the assigned
responsibility for objectively making net assessments of U.S. and foreign military
capabilities.

- There is no adequate organizational element within OSD that is charged with the
responsibility for long-range planning for the structuring and equipping of forces or for
other similar purposes.

- No formal mechanism exists within OSD to assure adequate coordination among the
various elements of the Department.

- The present functional assignments of Assistant Secretaries of the Military
Departments contribute to duplication between the efforts of the Military Department
Secretariats and the Service military staffs, and also between the Military Department
Secretariats and OSD.

- The policies of the Department on development and acquisition of weapons and other
hardware have contributed to serious cost overruns, schedule slippages and performance
deficiencies. The difficulties do not appear amenable to a few simple cure-alls, but require
many interrelated changes in organization and procedures.

- Operational test and evaluation has been too infrequent, poorly designed and
executed, and generally inadequate.

- Procurement procedures do not sufficiently reflect the national need to maintain an
adequate, but not excessive, industrial base.

- The promotion and rotation systems of the Military Services do not facilitate career
development in the technical and professional activities, such as research and development,
procurement, intelligence, communications and automatic data processing.

- The acquisition and retention of officers and enlisted men in the Armed Services are
becoming increasingly difficult for a number of reasons, including (1) personnel policies
with respect to compensation, promotion and retirement, and (2) the negative attitude of
segments of the public.

- While policies on equal employment opportunity for military and civilian personnel
and for contractors appear adequate, implementation responsibilities and functional
assighments are fragmented and diffused and have impaired the achievement of effective
results.

- The statutes and regulations regarding conflicts of interest are ambiguous, conflicting,
and inequitable, and are not uniformly enforced.

To effect substantial improvement in these conditions, the Panel makes the following
recommendations:

1. The functions of the Department of Defense should be divided into three major
groupings:
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(a) Military Operations, including operational command, intelligence, and
communications (herein called Operations);

(b) Management of personnel and materiel resources (herein called Management of
Resources); and '

(c) Evaluation type functions, including financial controls, testing of weapons,
analysis of costs and effectiveness of force structures, etc., (herein called Evaluation).

2. Each of these major groups should report to the Secretary of Defense through a
separate Deputy Secretary. Appointees to these three positions should be drawn from
civilian life, and should rank above all other officers of the Department of Defense except
the Secretary. One of the three should be designated principal deputy. The General Counsel,
the Assistant to the Secretary of Defense (Atomic Energy), the Assistant Secretary of
Defense (Public Affairs), and the Assistant to the Secretary of Defense (Legislative Affairs)
would continue to report directly to the Secretary of Defense. The staff of the Office of the
Secretary of Defense should not exceed 2,000 people.

3. The Deputy Secretary of Defense for Management of Resources should be delegated
responsibility for the following functions:

(a) The Military Departments, which should continue under the immediate
supervision of their Secretaries;

(b) Research and Advanced Technology;
(c) Engineering Development;

(d) Installations and Procurement (a modification of the present Installations and
Logistics);

(e) Manpower and Reserve Affairs;

(f) Health and Environmental Affairs;

(g) Defense Supply Agency; and

(h) Advanced Research Projects Agency.

There should be an Assistant Secretary of Defense for each of the functions (b) through

(f) inclusive, who reports and provides staff assistance to the Secretary of Defense through
the Deputy Secretary of Defense (Management of Resources). The position of Director,
Defense Research and Engineering should be abolished, and his functions reallocated
between the Assistant Secretary of Defense for Research and Advanced Technology and the
Assistant Secretary of Defense for Engineering Development.

Functions (g) and (h) should continue to be constituted as Defense Agencies, each under
the immediate supervision of a Director.

The Advanced Research Projects Agency should be delegated the responsibility for all
research and exploratory development budget categories. Funds for such research should be

399-820 O - 70 - 2
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budgeted directly to this Agency, and the Agency should be authorized to assign or contract
for work projects to laboratories of the Defense Department or in the private sector, as
appropriate,

4. The Deputy Secretary of Defense for Operations should be delegated responsibility -
for the following functions: ’

(a) Military Operations;

(b) The Unified Commands;

{c) Operational Requirements;

(d) Intelligence;

(e) Telecommunications (and Automatic Data Processing);
(f) International Security Affairs;

(g) Defense Communications Agency; and

(h) Civil Defense Agency (if Civil Defense is to be retained in the Department of
Defense).

Three new major Unified Commands should be created: (1) A Strategic Command,
composed of the existing Strategic Air Command, the Joint Strategic Target Planning Staff,
the Continental Air Defense Command, and Fleet Ballistic Missile Operations; (2) A Tactical
(or General Purpose) Command, composed of all combatant general purpose forces of the
United States assigned to organized combatant units; and (3) A Logistics Command, to
exercise for all combatant forces supervision of support activities, including supply
distribution, maintenance, traffic management and transportation. No Commander of a
Unified Command should be permitted to serve concurrently as Chief of his Military
Service.

The responsibilities now delegated to the Joint Chiefs of Staff by the Secretary of
Defense to serve as military staff in the chain of operational command with respect to the
Unified Commands, and all other responsibilities so delegated which are related to military
operations and the Unified Commands, should be assigned to a single senior military officer,
who should also supervise the separate staff which provides staff support on military
operations and the channel of communications from the President and Secretary of Defense
to Unified Commands, This officer should report to the Secretary of Defense through the
Deputy Secretary of Defense (Operations). This senior military officer could be either the
Chairman of the Joint Chiefs of Staff, as an individual, not ex-officio, the Commander of
the Tactical Command, or some other senior military officer, as determined by the President
and the Secretary of Defense.

There should be an Assistant Secretary of Defense for each of the functions (c) through
(f), inclusive, who reports and provides staff assistance to the Secretary of Defense through
the Deputy Secretary of Defense (Operations). The Defense Communications Agency and
The Civil Defense Agency would each be under the immediate supervision of a Director.
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All intelligence functions of the Department of Defense and all communications
functions should report to the Secretary of Defense through the Deputy Secretary of
Defense for Operations.

5. The following steps should also be taken:

(a) To provide the staff support on military operations, and the channel of
communications from the President and the Secretary of Defense to the Unified Commands,
an operations staff, separate from all other military staffs, should be created.

{b) The responsibilities now delegated to the Joint Chiefs of Staff by the Secretary
of Defense to serve as military staff in the chain of operational command with respect to the
Unified Commands, and all other responsibilities so delegated which are related to military
operations and the Unified Commands, should be rescinded; and consideration should be
given to changing the title of the Chief of Naval Operations to Chief of Staff of the Navy.

(c) All staff personnel positions in the Organization of the Joint Chiefs of Staff and
in the headquarters military staffs of the Military Services which are in support of activities,
such as military operations, which are recommended for transfer to other organizational
elements, should be eliminated.

(d) The Organization of the Joint Chiefs of Staff should be limited to include only
the Joint Chiefs of Staff and a reconstituted Joint Staff limited in size to not more than 250
officers augmented by professional civilian analysts as required.

(e) The Unified Commanders should be given unfragmented command authority for
their Commands, and the Commanders of component commands should be redesignated
Deputies to the commander of the appropriate Unified Command, in order to make it
unmistakably clear that the combatant forces are in the chain of command which runs
exclusively through the Unified Commander;

(f) In consolidating the existing area Unified Commands into the Tactical
Command, major organizational and functional advantages will be obtained by:

(1) Merging the Atlantic Command and the Strike Command;

(2) Abolishing the Southern Command and reassigning its functions to the
merged Atlantic and Strike Commands;

(3) Abolishing the Alaskan Command and reassigning its general purporse
function to the Pacific Command and its strategic defense functions to the Strategic
Command; and

(4) Restructuring the command channels of the sub-unified commands.

(g) The responsibilities related to civil disturbances currently delegated to the Army
should be redelegated to the Tactical Command; and

(h) The Unified Commanders should be given express responsibility and capability
for making recommendations to the Deputy Secretary of Defense for Operations, for
operational capabilities objectives and for allocations of force structures needed for the
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effective accomplishment of the missions assigned to their Commands.

6. The Deputy Secretary of Defense for Evaluation should be delegated the
responsibility for evaluation and control-type activities, including:

(a) Comptroller (including internal audit and inspection services);

A (b) Program and Force Analysis (a modification of the present Systems Analysis
Unit);

(c¢) Test and Evaluation;
(d) Defense Contract Audit Agency; and
(e) Defense Test Agency.

There should be an Assistant Secretary of Defense for each of the functions (a) through
{¢) inclusive, who reports and provides staff assistance to the Secretary of the Defense
through the Deputy Secretary of Defense for Evaluation.

The Defense Contract Audit Agency should be continued as a Defense Agency, under
the immediate supervision of a Director.

A Defense Test Agency should be created to perform the functions of overview of all
Defense test and evaluation, designing or reviewing of designs for test, monitoring and
evaluation of the entire Defense test program, and conducting tests and evaluations as
required, with particular emphasis on operational testing, and on systems and equipments
which span Service lines. The Defense Test Agency should be under the supervision of a
civilian Director, reporting to the Secretary of Defense through the Deputy Secretary of
Defense for Evaluation.

7. The number of Assistant Secretaries in each of the Military Departments should be
set at three, and except for the Assistant Secretaries (Financial Management), they should
serve as senior members of a personal staff to the Secretaries of the Military Departments
without the existing limitations of purview imposed by formal functional assignments. The
Assistant Secretary (Financial Management) should become the Comptroller of the Military
Department, with a military deputy, as in the current organization in the Department of the
Navy.

The Secretariats and Service Military Staffs should be integrated to the extent necessary
to eliminate duplication; the functions related to military operations and intelligence should
be eliminated; line type functions, e.g., personnel operations, should be transferred to
command organizations; and the remaining elements should be reduced by at least thirty
percent. (A study of the present staffs indicates that the Secretariats and Service staffs
combined should total no more than 2,000 people for each Department).

8. Class II activities (Army), Field Extensions (Air Force), and Commands and
Bureaus (Navy), all of which are line, rather than staff in character, which are now
organizationally located under the direct supervision of staff elements in the headquarters
military staffs of the Services, should be transferred to existing command-type organizations
within the Services.
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9. The Defense Atomic Support Agency should be disestablished. Its functions for
nuclear weapons management should be transferred to the operations staff under the
Deputy Secretary of Defense for Operations, and its weapons effects test design function
should be transferred to the Defense Test Agency.

10. The administration functions presently assigned to the Assistant Secretary of
Defense (Administration) should be assigned to a Director of Pentagon Services, reporting to
the immediate office of the Secretary of Defense. He should be responsible for operating the
facilities and providing administrative support for the Washington Headquarters.

11. A Net Assessment Group should be created for the purpose of conducting and
reporting net assessments of United States and foreign military capabilities and potentials.
This group should consist of individuals from appropriate units in the Department of
Defense, consultants and contract personnel appointed from time to time by the Secretary
of Defense, and should report directly to him.

12. A Long-Range Planning Group should be created for the purpose of providing staff
support to the Secretary of Defense with responsibility for long-range planning which
integrates net assessments, technological projections, fiscal planning, etc. This group should
consist of individuals from appropriate units in the Department of Defense, consultants and
contract personnel appointed from time to time by the Secretary of Defense, and should
report directly to him.

13. A Coordinating Group should be established in the immediate office of the
Secretary of Defense. The responsibilities of this Group should be to assist the Secretary of
Defense and the Deputy Secretaries of Defense in coordinating the activities of the entire
Department in the scheduling and follow-up of the various inter-Departmental Hlaison
activities; to staff for the Secretary the control function for improvement and reduction of
management information/control systems needed within the Department and required from
Defense contractors; and to assure that each organizational charter of the Office of the
Secretary of Defense is of proper scope and coordinated and in accordance with the assigned
responsibility of the organization. The responsibility for the Department’s
Directive/Guidance System, currently assigned to the Assistant Secretary of Defense
(Administration), should be assigned to this group. The coordinating group should be
headed by a civilian Director, who should also serve as executive assistant to the Secretary
of Defense.

14. The Army Topographic Command, the Naval Oceanographic Office and the
Aeronautical Chart and Information Center should be combined into a unified Defense Map
Service reporting to the Secretary of Defense through the Deputy Secretary of Defense for
Management of Resources.

15. A new development policy for weapons systems and other hardware should be
formulated and promulgated to cause a reduction of technical risks through demonstrated
hardware before full-scale development, and to provide the needed flexibility in acquisition
strategies. The new policy should provide for:

(a) Exploratory and advanced development of selected sub-systems and components
independent of the development of weapon systems;
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(b) The use of government laboratories and contractors to develop selecte
sub-systems and components on a long-term level of effort basis;

{c) More use of competitive prototypes and less reliance on paper studies;

(d) Selected lengthening of production schedules, keeping the system in productios
over a greater period of time;

(e) A general rule againét concurrent development and production efforts, with thc
production decision deferred until successful demonstration of developmental prototypes:

(f) Continued trade-off between new weapon systems and modifications to existing
weapon systems currently in production;

(g) Stricter limitations of elements of systems to essentials to eliminate
“gold-plating™;

(h) Flexibility in selecting type of contract most appropriate for development and
the assessment of the technical risks involved;

(i) Flexibility in the application of a requirement for formal contract definition, in
recognition of its inapplicability to many developments;

(j) Assurance of such matters as maintainability, reliability, etc., by means other
than detailed documentation by contractors as a part of design proposals;

(k) Appropriate planning early in the development cycle for subsequent test and
evaluation, and effective transition to the test and evaluation phase; and

(1) A prohibition of total package procurement.
16. The effectiveness of Program or Project Management should be improved by:

(a) Establishing a career specialty code for Program Managers in each Military
Service and developing selection and training criteria that will insure the availability of an
adequate number of gualified officers. The criteria should emphasize achieving a reasonable
balance between the needs for knowledge of operational requirements and experience in
management;

(b) Increasing the use of trained civilian personnel as program managers;

(c) Providing authority commensurate with the assigned responsibility and more
direct reporting lines for program managers, particularly those operating in matrix
organizational arrangements; and

(d) Giving the program manager directive authority, subject to applicable laws and
regulations, over the contracting officer, and clarifying the fact that the contract auditor
acts in an advisory role.

17. Increased use should be made of parametric costing techniques for developments
and procurements to improve the quality of original and subsequent estimates, and to help
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offset the difficulties of estimating the costs of unknowns.

18. A separate program category* should be established for test and evaluation,
especially operational testing, and the responsibility for overview of all Defense test and
evaluation efforts should be assigned to the Defense Test Agency.

19. Specialist careers should be established for officers in such staff, technical and
professional fields as research, development, intelligence, communications, automatic data
processing, and procurement,

20. In order to improve the process of acquisition and retention of military personnel,
the Executive Branch should develop, and submit to the Congress for its consideration as
necessary, a total military personnel program which coordinates and reconciles all the
separate considerations, particularly including; (1) military compensation and retirement,
(2) personnel policies on promotion and rotation, and (3) acquisition programs, such as
Reserve Officers Training Corps.

21. The duration of assignments for officers should be increased, and should be as
responsive to the requirements of the job as to the career plan of the officer. Officers
continued on an assignment for this reason should not be disadvantaged in opportunity for
promotion.

22. Executive Orders and Department of Defense Directives with respect to matters of
equal employment opportunity for Department of Defense military personnel, civilian
employees and contractors, as set forth in the existing comprehensive programs for insuring
equal opportunity, should be administered from a sufficiently high organizational level in
the Department to assure effective implementation, and the procedures for assessing
penalties for non-compliance should be reviewed and clarified.

23. The Secretary of Defense should recommend clarifying changes in conflict of
interest statutes, should amend the regulations to clarify them, and should make certain
administrative changes to insure uniform enforcement.

*Program categories are those categories of activities used for internal planning and management in the Department, e.g.,
strategic offensive forces, strategic defensive forces, research and development, intelligence, etc.
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BACKGROUND AND INTRODUCTION

Background

Any effective changes in military organization and management in the United States
must be predicated on a thorough understanding of the evolutionary process which has
resulted in the existing military structure and procedures. The Department of Defense was
established only 23 years ago; however, it has been shaped by historical factors, some of
which predate the American Revolution.

Among the most significant factors influencing the organization of the Defense
establishment are:

(1) The traditional attitudes of the Nation toward the military and toward the
Nation’s role in international affairs;

(2) The Constitutional separation of powers of civilian control of the military
between the Legislative and Executive Branches of Government;

(3) The traditional roles and relationships of the several Military Services; and in
recent years;

(4) The qualitative and quantitative changes in warfare;
(5) The revolution in technology; and
(6) Rising costs.

The concern of Americans to insure civilian control of the military dates back to the
colonial era and was reinforced by the examples of other nations in contemporary history.
A fear of military rule found expression in the Declaration of Independence with charges
against George Il that “he has kept among us in times of peace Standing Armies, without
the consent of our legislators” and that ‘“he has effected to render the Military independent
of and superior to the civil power.” Neither the basic concern to insure, nor the requirement
to provide effective civilian control has diminished during the intervening years. There has
never been any real challenge to this concept. Military men in this country readily
acknowledge its validity. Such difficulties as have arisen result not from the principle, but
from how best to make it effective.

Many Americans have traditionally tended toward isolationism in international affairs.
The reasoning which led President Washington to caution in his farewell address against
“foreign entanglements” has never entirely lost its attraction to Americans. Unlike other
nations in history that achieved dominant roles in world affairs through design, the United
States was thrust into such a role because of its economic, industrial, technical and military
potential — largely against its will. Before World War II, the United States never maintained a
large, standing military force in peacetime, but the continuous maintenance since then of a
large and costly force is a constant reminder of the burden of international responsibilities
which must be reconciled with a still persistent desire for the world to “leave us alone.”
Each exercise of these responsibilities which involves the active employment of military
forces stimulates a resurgence of latent reluctance to accept international involvement - a
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reluctance which tends to increase in direct proportion to the length, intensity and cost of
the military involvement in men and money, unless the security of the United States is
obviously and immediately at stake.

The deep-seated objections on the part of many Americans to our current involvement
in the war in Southeast Asia are partly a result of this long histoery. Our Country’s natural
abhorrence of war has been accentuated by a number of new factors — the relatively heavy
involvement of American manpower, the long drawn-out nature of guerrilla warfare, the
absence of the stimulating prospect of a “victory,” and the “instant reporting” of news,
with war’s always dismal face being brought into our living rooms in vivid color.

The Panel has not been asked to and does not take a position on these trends, nor has it
been asked to consider what basic national policy should be, or what the Defense
Department’s mission should be in the context of such policy. Its assigned task was to
examine the organization and operation of the Department of Defense, and make
recommendations to help the Department perform its assigned national security mission
more efficiently.

However, the Panel cannot be insensitive to the environment in which the Department
of Defense operates. It was impossible to be thorough in our assigned area and be blind to
the more fundamental questions. In reading and hearing testimony from people with widely
diverse interests and backgrounds, we sensed intimately the wide divergence of opinions in
these areas.

We could not fail to be interested in discussions as to the nature of the various threats to
our Nation’s security that the Department of Defense must be prepared to counter. We
could not fail to note the effect of developments of the last several years on the public’s
attitude toward the Department of Defense in general and the military in particular. We
could not fail to be aware of the emotional as well as the intellectual strains these issues
cause among Americans. And, we could not fail to recognize the importance to different
groups of winning the minds and hearts of the uncommitted, and the various means used for

this purpose.

While these matters are outside the scope of our study, we believe they have a profound
influence on the Department of Defense. It is in this context that the Panel formed its

recommendations.

e =

The Constitutional allocation of the powers of civilian control of the military has had a
recognizable impact on each change in military organization. Although the President is
assigned the role of Commander-in-Chief of the Armed Forces, the Constitution vests in the
Congress significant instruments of control, including (1) the Senate’s power of advice and
consent to Presidential appointments, (2) declaration of war, (3) the appropriation of funds,
(4) raising armies and maintaining a Navy, (5) making rules for the government and
regulation of the Armed Forces, and (6) calling the militia into Federal Service.

The Military Services have from time to time found the Constitutional separation of the
powers of civilian control of use to them in their understandable and unending effort to
maintain and occasionally extend their traditional roles and missions. In short, it has often
provided an environment conducive to inter-Service rivalry and competition,

Inter-Service rivalry and competition are not necessarily bad, and can be good when
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they result in improved effectiveness or economy in our military forces. So long as we have
separate Military Services, separate loyalties are inevitable. A man’s pride in his own Service
is well worth preserving.

A difference of opinion as to which Service should be responsible for a specific mission
or for the development of a particular weapon certainly does not reflect upon the honor,
integrity and dedication of the officers involved. It is more likely the logical result of each
officer’s honest belief that his Service or his idea of a new weapon is in fact best for the
country. The inter-Service difficulties are complicated by the increasing budget pressures,
thus making the competition for the available dollars keener.

The Panel believes that its recommendations can improve the organization so that
proper Service loyalties and competition are more likely to be directed to the best end
results.

During and following World War II, it became increasingly evident that the nature of
warfare was undergoing radical change, World War II proved that modern transportation
capabilities had vastly increased the size of forces which could be engaged in a war. It also
was demonstrated that modern warfare required combined operations by land, sea and air
forces, and this in turn required not only a unity of operational command of these forces,
but also a unified and coordinated process for structuring forces to achieve the most
effective force mixture. As President Eisenhower was to express it, “separate ground, sea
and air warfare is gone forever.””* Of even greater significance, however, was the markedly
increased interdependence of military power and its use with industrial, economic,
diplomatic and political factors. The totality of Governmental actions and the utilization of
resources have become so interdependent that it is no longer possible to speak meaningfully
of a “purely military decision.”

The explosion of technology has had a profound impact on military operations and
organization. This has not been limited to weapons technology; however, the development
of nuclear weapons unquestionably has been a very significant influence. The rate of
technological change influences all segments of our society, and the military have been
subject to new opportunities and pressures which conflict with traditional methods. The art
of warfare in the post-World War II world has been characterized by uncertainty, as the past
has provided fewer and fewer guidelines for the future.

It is not surprising that both in and out of the military establishment there have been
sharply differing opinions on how the new technology can be applied to the spectrum of
conflict situations for which the U. S. must be prepared, what organizational changes are
required to exploit new and radically different capabilities, and the costs of converting
technology to the uses of war, The development of new weapon systems to meet the
evolving threats to the security of the United States is a vital part of our National Defense,
and is one of the driving forces behind the entire Defense structure. As such, it must be
carefully controlled.

The principal objective of United States military power is to deter war by having
sufficient and credible power to maintain peace. To help reduce the human and material
costs of the military power necessary for this purpose of keeping the peace, Americans

*President Eisenhower’s Message to Congress, April 3, 1958
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earnestly hope for the success of the Strategic Arms Limitation Talks (SALT). The
importance of the concept of keeping the peace by deterring war led to the choice of the
title of this Report: “Defense for Peace.”

While there have been revolutionary changes in warfare and technology, this country’s
reaction to them has been moderated by the traditional influences and historical political
mechanisms. The changes in military organization have thus been evolutionary rather than
revolutionary, and each change has represented a compromise between conflicting pressures
and influences. This essentially cautious approach to making necessary changes has much to
commend it; however, it carries with it the requirements for constant review and consequent
adjustment to cope with current and changing U.S. responsibilities and to counter the
current and projected threats to the security of the United States.

Changes in Military Organization since World War 11

During World War I, the single direction of military components of the U. S. became a
prerequisite to the success of the war effort. It was also a necessity for harmonious interface
of the U. S. military command structure with those of our allies. This experience virtually
ruled out a return to the prewar separateness of Services, but by no means suppressed the
divergent pressures which derived from traditional attitudes within the Services, and from
institutional balances between the executive and legislative branches of Government. The
Army, whose position was strongly supported by President Truman, became an advocate of
close unification. The Army’s objective received an assist from the proponents of air power,
motivated by a strong desire for co-equal status for air forces with land and sea forces. The
Navy - fearing for the future of its naval air power and the Marine Corps - wanted at the
time no part of unification, particularly of unified command in Washington.

The history of the U. S. military establishment since World War II is more clearly told in
a series of evolutionary organizational changes, commencing with the 1947 legislation, which
initiated the first move toward “‘unification.”

The National Security Act of 1947

The National Security Act of 1947 reflected a compromise of these diverse currents and
pressures. The Congress acknowledged the need for military “‘unification” and closer
coordination of foreign and military policy, and it was particularly motivated by the
substantial economies which it appeared would result from elimination of wasteful
inter-Service rivalry. Even these conclusions were tempered, however, by the reluctance of
Congress to bestow on the President any additional powers that might weaken the
congressional role in the civilian control of the Armed Forces.

The Act, in addition to creating a National Security Council for better coordination of
foreign and military policy, and a Central Intelligence Agency for coordination of
intelligence in hopes of precluding the diffusion of intelligence responsibility which made
possible a “Pearl Harbor,” created the Office of the Secretary of Defense to provide the
President a principal staff assistant “in all matters relating to the national security.”

The characteristics of compromise were most significantly reflected in the powers
granted to the Secretary of Defense. Rather than presiding over one single Department of
the Executive Branch, as recommended by President Truman, he was to preside over the
National Military Establishment, which consisted of three Executive Departments — Army,
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Navy and Air Force - each headed by a cabinet-level Secretary.

The Secretaries of each of the Military Departments retained all their powers and duties,
subject only to the authority of the Secretary of Defense to establish “general’ policies and
programs, to exercise “general” direction, authority and control, to eliminate unnecessary
duplication in the logistics field, and to supervise and coordinate the budget. The Secretary
of Defense was given only three Special Assistants. The Joint Chiefs of Staff were given
statutory recognition but remained, in effect, a committee depending on voluntary
cooperation. The Act, in an effort to prevent a repetition of the haphazard economic
mobilization of World War II, created a Munitions Board and a Research and Development
Board, but made the representatives of the Military Departments on each board co-equal
with the Chairman of the Board.

The resulting military organization was aptly characterized some years later by President
Eisenhower as “little more than a weak confederation of sovereign military units.”

This was the first step in the post-World War II evolution of the U.S. military
organization. Each subsequent step was to be characterized by debate centered upon the
powers required by the Secretary of Defense to assure properly unified Armed Forces and
their efficient management.

The 1949 Amendments to the National Security Act

In 1949, armed with the findings of the Hoover Commission’s Task Force on National
Security Organization, the public plea of Secretary of Defense Forrestal (who in 1947 had
opposed a strong unification effort), and the Eberstadt Task Force report, all of which
documented the weaknesses of the 1947 Act and recommended greater powers for the
Secretary of Defense, the President reinstituted his insistence for more effective unification
of the military establishment.

The resulting changes in military organization once again reflected a compromise of the
existing pressures and influences, but on balance, represented a major step in the direction
of unification. The Department of Defense became an Executive Department, with the
Secretary of Defense responsible for general direction. The Office of the Deputy Secretary
of Defense was created and the three Special Assistants to the Secretary of Defense were
converted to Assistant Secretaries. The Executive Departments of the Army, Navy and Air
Force were reduced to Military Departments — with the proviso, however, that they should
be separately administered. The position of Chairman of the Joint Chiefs of Staff was
created but given little more authority than to preside as a nonvoting member over meetings
of the Joint Chiefs of Staff. The President’s request for a transfer to the Secretary of
Defense of the statutory functions of the Joint Chiefs of Staff, the Munitions Board and the
Research and Development Board was denied. The Secretary of Defense was specifically
prohibited from transferring assigned combatant functions among the Military Departments
and was limited in the transfer of noncombatant functions by a requirement for
prenotification of Congress.

Subsequent to his submission of the request for the statutory changes in the National
Security Act of 1947, but before the Congress enacted the 1949 amendments to the
National Security Act, the President submitted to the Congress Reorganization Plan No. 4,
by which the National Security Council and the National Security Resources Board were
transferred to the Executive Offices of the President. By selecting only these two boards for
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transfer to the Executive Office of the President, the Reorganization Plan and the language
of the President’s message of transmittal, by omission, supported the implication that the
Munitions Board, the Research and Development Board and the Joint Chiefs of Staff were
parts of the Department of Defense, and as such, subject to the “general direction” of the
Secretary of Defense. The statutes were uniformly silent as to the organizational location of
all five entities.

The 1953 Reorganization Plan

Further changes in Defense organization came in 1953, in the form of Reorganization
Plan No. 6 submitted to Congress by President Eisenhower. Under the provisions of that
plan, which became effective on June 30, 1953, the Munitions Board, the Research and
Development Board, the Defense Supply Management Agency and the Director of
Installations were all abolished and their functions transferred to the Secretary of Defense.
In addition, the selection and tenure of the Director of the Joint Staff by the Joint Chiefs of
Staff was made subject to the approval of the Secretary of Defense. The function of
managing the Joint Staff was transferred from the Joint Chiefs of Staff to the Chairman of
the Joint Chiefs of Staff. Six additional Assistant Secretary positions, supplementing the
three in existence, and a General Counsel of equivalent rank, were established to provide
more adequate assistance to the Secretary of Defense.

The 1958 Amendments to the National Security Act

Faced by continuing inter-Service rivalry and competition over the development and
control of strategic weapons, and under the impetus of the successful launching of the
Sputnik satellite by the Soviet Union in October 1957, President Eisenhower in 1958
requested, and the Congress enacted, substantial changes in the military organization.

The basic authority of the Secretary of Defense was redefined as “‘direction, authority
and control,” which is as strong as the lawmakers knew how to write it. In addition, the
Secretary of Defense was given substantial power to reorganize the Department of Defense,
specifically in logistic areas.

The 1949 requirement that the Military Departments be “separately administered™ was
relaxed to “separately organized.”

The authority of the Secretary of Defense over research and development programs of
the Department was strengthened, and the Secretary was provided with a Director of
Defense Research and Engineering.

The legislation covering the Joint Chiefs of Staff was amended in several ways. The
authority of the Chairman over the Joint Staff was increased, and the authorized maximum
strength of the Joint Staff was enlarged from 210 to 400 officers.

The concept of “unified” and “specified” commands was established by law. The
statutory authority of the Chief of Naval Operations and of the Chief of Staff of the Air
Force to “command” forces was repealed. (The Chief of Staff of the Army had never had
statutory command authority). The Military Departments were removed by statute from the
chain of command over the operating forces in an effort to clarify and shorten the chain of
command. However, the Secretary of Defense delegated to the Joint Chiefs of Staff the
duty to serve as advisors and as military staff in the chain of operational command. As the
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members of the Joint Chiefs of Staff are the same officers as the Chiefs of the Military
Services, wearing their “other hats,” this delegation from the Secretary of Defense
effectively put the Military Service Chiefs back into operations.

Developments Since 1958

The changes in military organization since 1958 have flowed primarily from the
reorganizational powers granted to the Secretary of Defense in the 1958 Amendments to
the National Security Act. The more significant changes were the creation of the Defense
Agencies: The Defense Atomic Support Agency in 1959; The Defense Communications
Agency in 1960; The Defense Intelligence Agency in 1961; The Defense Supply Agency in
1962, and The Defense Contract Audit Agency in 1965. Significantly, each new Agency
represented a consolidation of a functional activity by the Secretary of Defense in an effort
to overcome the effects of functional diffusion among the Military Services.

Those changes in the nature of warfare which became apparent in the mid-1940s have
become even more compelling with the passage of time. The interrelationship of
components of the military establishment, and of military policy and actions with other
elements of national policy and activity, are even closer and more complex.

The technological revolution, both in weapons and in general, continues unabated.
Furthermore, it has proliferated to many other nations — both friendly and unfriendly - and
has become highly competitive. The increasing sophistication of weapons and of the
mechanisms for their control have been accompanied by a vast increase in costs.

The need for effective civilian control is certainly no less compelling now than in 1947,
Evidence of excessive competition among the Military Services over roles and missions and
over the development of new weapons erupts periodically into the open to indicate
diffusion of national efforts and resources.

The strong interest and efforts of both the executive and legislative branches to

- strengthen their respective roles in civilian control have, if anything, increased. Indeed, the

period since the middle of the 1960s has been marked by action and reaction of the

President and Secretary of Defense, on the one hand, and the Congress, on the other, to

increase the effectiveness of their own mechanisms for control relative to the other. These

conflicts may well have failed to accomplish the ends that both have sought, and which
might have been attainable through a more cooperative and harmonious effort.

While it is not within the Panel’s Charter to recommend changes in the procedures of the
Congress, it is relevant to point out the fact that the division of responsibility between the
executive and legislative branches of the Government is further complicated by the diffusion
of committee responsibility for Defense matters within the Congress itself.

In retrospect, the evolutionary approach to reorganization of the Department of
Defense, while falling significantly short of the objectives of organizational and management
purists, and at the same time overriding the inhibitions of the organizational traditionalists,
has, on the whole, served the Nation’s interests well. A more revolutionary approach to
military reorganization might have destroyed values inherent in the traditional military
organization which have been worth preserving. Even more significant, revolutionary
changes would probably have seriously disrupted the operation and reduced the
effectiveness of U. S. military forces during a period when the world situation necessitated
maintenance of credible military power.
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The Panel was conscious of the spectrum of diverse influences, pressures and
considerations in undertaking its study of the Department of Defense. It was against this
background that it weighed advices ranging from the extreme of total unification of the
Military Services, through preservation of the status quo, to a reduction of the authority of
the Secretary of Defense and increased independence for the separate Military Services.

Current External Influences on Defense Management

The operation and management of the Department of Defense cannot be evaluated using
only conventional management criteria, for the Department does not exist under
conventional conditions. On the contrary, it operates in a highly volatile environment,
subject to many pressures and conditions which are largely beyond the control and often
beyond the influence of those primarily responsible for Defense management.

Among the more relevant factors bearing on Defense management are the shifts in
national policies and priorities, both in foreign policy and domestic needs, and the
accompanying shifts in the range of U. S. commitments and the number and types of crises
occurring. Also, the important impact that defense spending can have on inflationary
pressures, and vice versa, is currently of great importance.

Among the most significant of the environmental factors impinging on Defense
management, are the changing attitudes and opinions of the United States public. These
heavily influence all aspects of management, but particularly such matters as weapons
development and procurement; budgetary planning; personnel acquisition, retention and
training; external research and development; contracting flexibility; and a large range of
internal management problems.

The Panel recognizes that the Department of Defense currently lacks the confidence of a
significant segment of the American public. While some of this is undoubtedly due to
misunderstandings, basically the Department must work harder to do the jobs assigned to it
as efficiently as possible and to keep the public properly informed. The Panel believes there
is considerable room for improvement on both counts, and offers many recommendations
to those ends.

At the same time, it is important to note that overemphasis of legitimate causes of
public concern, as well as ill-founded or mis-directed charges, have the effect of seriously
impairing the capability of the Department to carry out its national security mission.

Changes in public attitudes are aptly illustrated by the public views about the industry
which provides goods and services for defense. In times of generally acknowledged extreme
national peril, such as the period of World War II, such industry is lauded, placed on a
pedestal and characterized by such lofty phrases as the “Arsenal of Democracy.” In other
times, the public may regard the same industry (in many cases the same Companies) as a
scapegoat for a wide range of problems, and characterize it as a conspirator in a sinister
“Military-Industrial Complex,” whose objective is believed to subvert the best interests of
the country to private gain.

Each attitude impinges on the responsibilities for, approaches to, and effectiveness of
Defense management. In the context of an “Arsenal of Democracy,” the Defense manager’s
primary concern is quantity, quality, and speed of production. In the context of a
“Military-Industrial Complex,” the Defense manager is more likely to focus on the size of
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the expenditure involved, the level of profits, and the methodology of contracting. Actually,
all of these objectives are important and need attention at all times.

Better ways are needed to deal with the complex relationship between a government
purchaser of unique goods and services for which there are sometimes no competing
markets, and a private seller who generally must operate in a severely competitive
environment. The “product” (often a complex weapon system) around which this
relationship revolves, frequently cannot be accurately described by either party, since it has
never been made, and producing it might require applications of technology never before
perfected or even attempted. In the face of such uncertainty, both the buyer and the seller
are required to estimate costs which are often unpredictable by any known techniques.
Superimposed on these problems which are of special importance to the Department of
Defense, is the general problem that inflation poses in all areas involving estimates of future
costs. Nevertheless, these estimates nearly always become the major yardstick by which the
success or failure of the transaction is measured. In addition, the seller must be prepared to
operate under detailed supervision of the buyer, and frequently in accordance with
procedures devised or prescribed by the buyer.

These problems must be solved, as it is in the best interest of all to maintain a healthy
and productive industry which is responsive to overriding national interests.

Public attitudes with regard to the conduct of the war in Southeast Asia also
significantly affect the present operations of the Department of Defense. Clearly a
substantial part of the public holds the military responsible for inefficiency in the conduct
of the war, resulting in its length and indecisiveness. Such attitudes appear to ignore the fact
that many of the rules and restraints regarding how this war has been fought have not
originated with the military, but with the civil authorities of Government. Many operational
tactics, believed by some to be more militarily efficient, have been precluded by the United
States self-imposed “rules of engagement,” which reflect many factors in addition to
military efficiency. Whether or not one agrees with the weight given the various factors in
coming to such judgmental decisions, or with the actual decisions, the fact is that these
decisions relating to the war in Southeast Asia were made by civilian, not military, officials
- sometimes upon the advice of the military, and sometimes against such advice.

Those directly charged with Defense management have little control over many
environmental factors that affect public attitudes. But they do have the basic responsibilities
of doing the tasks assigned to them as efficiently as possible and of keeping the Congress
and the public informed, within proper — but not unreasonable — restraints required for
security reasons. In any event, as has already been noted, public attitudes should obviously
be considered in any assessment of, or attempt to enhance, the potential for effective
management of the Defense Department. In particular, if the Nation is to be able to recruit
and retain competent military manpower, while at the same time keeping the Defense
Department’s claims on national resources within bounds, any ‘“downgrading™ of the
military in public esteem cannot safely be ignored.

Objectives of Study and Recommendations

Operating in this environment, with this background, and in accordance with the terms
of its assignment, the Panel has been concerned with the mechanisms and efficiency of
defense operations, not with the substance of the policies to be executed. In short, the Panel
has concentrated on the “hows” of doing, not the ““what™ to do.
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+ The objective of the study was not to devise ways and means to save money, per se; it
‘was rather an attempt to discover the cause of shortcomings and to devise and recommend
- changes in organization and procedures which appear to have potential for increasing the
- efficiency of the Department of Defense. Should our recommendations be implemented,
~ and should they prove as sound as we conceive them to be, substantial savings should result.
For example, the Panel is convinced that various layers of staff have grown and proliferated
* unnecessarily, resulting in substantial increases in manpower and paper work and decreased
i efficiency. If our recommendations are made effective, we anticipate substantial ultimate
- reductions in dollars and personnel, in both military and civilian areas.

+  We emphasize that such savings as result from increased efficiency will be realized

. principally in the long term, rather than the short term. Current expenditures yield little to

" improvements in efficiency, particularly in the Department of Defense where most funds,
whether for people or material, require advance obligation. The recommendations of the
Panel are not and could not be designed to support immediate budget reductions. The
potential savings are in the long term.

The Panel did not concern itself as a group with whether realized savings should be
allocated to achieving more defense capabilities at the same cost, or an equivalent level of
defense at less cost. Our efforts were in no way oriented to altering the level of defense
capability established by national policy.

Organization of Report

The size, diversity and complexity of the Defense establishment make it impractical to
consider elements of defense operations or functions separately or isolated from other
elements or from the whole.

Accordingly, many of our recommendations are interdependent for effective
improvement. For example, internal management procedures can and do affect the
effectiveness of the weapons acquisition process, but organizational improvements cannot in
and of themselves guarantee greater effectiveness. Improvements in organization, however,
can provide a structure which makes it easier for capable people (who must be acquired,
trained, motivated and retained by improved personnel policies) to do a more efficient job.

The format of this report is designed to group the subjects in part according to the types
of recommendations, and in part according to the subject matter to which the
recommendations are directed.

The scope of the Panel’s assignment was extremely broad, and the time for the study
limited. Accordingly, the Panel found it necessary to establish priorities. The Panel studied
in depth as many of the major subjects as its time and manpower permitted. Other areas of
relatively minor importance were also included because they were more easily addressed. We
believe the Panel’s efforts in some areas, both major and minor, were sufficiently
comprehensive to support specific recommendations. In others, our investigations were only
sufficient to conclude that correctable problems exist, but were insufficient to support
specific recommendations; in such instances we have recommended that further studies and
examinations be conducted. In still other areas, there were indications of significant
problems, but limitations of time prevented exploration by the Panel; our Report invites
attention to these areas.
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Selected staff reports have been identified as Appendices to this Report. The Panel’s
recommendations are in no case based exclusively on these staff reports, as its studies were
broader and more extensive than the staff reports alone. Some of the appended staff reports
contain detailed facts and evaluations bearing on specific recommendations of the Panel,
while others address subjects, draw conclusions and suggest changes in areas which the Panel
as a whole did not choose to address. In some such instances, there was a question as to
whether the studies covered all of the particular subject or subjects sufficiently to enable the
Panel confidently to make a recommendation. In still other areas of staff reports, the Panel
lacked sufficient confidence in its judgmental capability to deal with the detailed, technical
or specialized matter. However, they are of sufficient importance to be submitted with this
Report as information, without necessarily implying endorsement of each item by the Panel.

General Observations

Several other general comments relating to our study are in order.

Throughout our study and our Report, we have concentrated on problem areas, rather
than on areas in which operations appeared to be conducted efficiently and responsibly.
Many things are done well in the Department of Defense, and we are conscious that our
Report, because it is problem oriented, reflects a lack of balance of the positive with the
negative aspects.

During the period in which the Panel conducted its study, changes in organization and
procedures of the Department were carried out or initiated which have the potential for
improving the responsiveness and efficiency of the Department. The Panel has followed
these changes closely. In some cases, the Panel has already made data and evaluations
collected in the course of its study available to those who might find immediate use therefor
— and some of it has already been put to good use. Our observation of the Department’s
operation indicates that efforts to improve its organization and management were not
generally inhibited or postponed while the study was in progress. Although this provided the
Panel with a moving target, we welcomed the changes and the concern and sense of
responsibility within the Department of Defense which prompted them. In case of changed
organization or procedures, the Panel was provided with the specifics of the change and the
rationale upon which it was based.

The Panel received excellent cooperation and inputs from both within and outside the
Department. The Secretary of Defense made sure that the Panel experienced no limitations
on its access to records and people of the Department.

The attitudes of the Department personnel almost unanimously reflected interest and a
desire to assist in improving the effectiveness of the Department. Similar attitudes were
displayed by people in other Departments of the Government. In particular, the Panel
appreciates the valuable help provided by the General Accounting Office, the Bureau of the
Budget, and the White House staff.

The Panel members who visited U.S. military commands in Europe and Southeast Asia
were much impressed by the high caliber and dedication of our Nation’s fighting forces —
from general and flag officers down through the ranks. Considering the fact that the average
age of our military personnel - including officers — is only 22.7 years, the ability and
accomplishments of this large cross-section of the youth of America is inspiring.
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CHAPTER I
ORGANIZATION

I. GENERAL

In approaching its task, the Panel became increasingly aware that no single organization
or set of procedures would be adequate for the Department of Defense for all times. The
organization and procedures of the Department must be sufficiently flexible to respond to a
changing environment and evolving objectives.

Certain principles which guide organizational and procedural objectives do remain
constant. First among such principles is the requirement for effective civilian control of the
Defense establishment. Under the Constitution, civilian control is exercised through the
combined efforts of both the Executive and Legislative Branches. Its effectiveness, however,
depends in large measure on the capability of the Secretary of Defense to insure consistency
of Department operations with policy, to surface the viable alternatives on major issues, and
to maintain a high degree of visibility to himself, the President and the Congress of the
functioning of the national Defense establishment.

Effective control of the military establishment by the Secretary is required not just for
the purpose of insuring the supremacy of civil authority. While the President and the
Secretary of Defense must have the benefit of professional military advice based on careers
of military training and experience, unified control is essential to provide the Nation with
maximum security at minimum costs, and to insure that military strategy, force structure
and operations are consistent with national policy.

Despite the broad authority vested in the Secretary of Defense by the National Security
Act of 1947, as amended, experience demonstrates that in practice, the tools available to
the Secretary to exercise effective control of the Department are seriously deficient.

The evolution of defense organization since 1947 has not substantially reduced the
inherent difficulties arising from the fact that the division of roles and missions among the
Military Departments is still based fundamentally on distinctions between land, sea and air
forces which have become increasingly less relevant. This results in continued adversary
relations between the Military Services, which, although usually confined to the internal
paper wars that constitute the Department’s decision-making process, severely inhibit the
achievement of economy and effectiveness required for adequate defense within available
resources. The continuing interservice competition seriously degrades the decision-making
process through obfuscation of issues and alternatives, and leads to attempts to circumvent
decisions, repeated efforts to reopen issues that have already been decided, and slow,
unenthusiastic implementation of policies to which a Service objects.

The results of such “parochialism” are, for example, reflected in: the development of
the AX aircraft by the Air Force and the Cheyenne aircraft by the Army for the close air
support role; the lack of enthusiasm for airlift expenditures by the Air Force and the Fast
Deployment Logistics program by the Navy, both intended to support the Army; the
organization of the operational command structure to provide a balance among the Services
for senior officer billets; and the continued failure to resolve the issue of the best balance
between land and carrier-based tactical air.
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It should be noted that inter-Service rivalry fades rapidly in proximity to a zone of
combat operations. In Vietnam, despite the encumbrance of a confused, distorted and
divided command structure, imposed through a series of Service compromises, the military
operates harmoniously as unified armed forces of the United States, due in large degree to
the splendid leadership of the senior commanders in the field.

During this study, the Panel was exposed to a broad spectrum of experience-based
opinion that deficiencies within the Department of Defense could not be remedied without
either integrating or drastically restructuring the Military Services. Significantly, this opinion
was not confined to civilians. It is based in no small part on the recognition that the changes
made in defense organization since 1947, whether by reorganization plan or by statutory
amendment, were all designed primarily to remedy the same or related problems to those
which most plague the Department of Defense today. Unquestionably, the phrases in the
reports of the Hoover Commission’s Task Force on National Security Organization, the
Eberstadt Task Force, the Rockefeller Committee of 1953, the President’s message to the
Congress in 1958, and many other studies made externally and internally to the Department
have the familiar ring of applicability to contemporary conditions.

Nevertheless, the evidence, on balance, does not at this time support the necessity nor
the desirability, in our opinion, for changes as drastic as elimination of the separate Services.
The Panel does, however, recommend that the President and the Secretary of Defense
reconsider this basic matter after the results of the Panel’s recommendations for immediate
action have been observed and evaluated.

The fundamental principles of the National Security Act of 1947, as amended, are still
sound. Although experience indicates the desirability, and even the necessity, for some
substantive changes, many of the deficiencies evident in the operation of the Department
could be remedied by more faithful application of the concepts on which the Act is
premised.

The Department of Defense is too large, and encompasses too many complex and
diverse activities to respond to over-centralized management. Some logical division of
activities must be made to facilitate management and control. However, achieving such
division by radical reorganization would probably solve few, if any, of the basic conflicts
which now exist; its effect would be more likely to relocate the organizational points at
which divergent interests lock in controversy. There is also the danger that valuable morale
factors rooted in tradition might be destroyed rather than controlled, or eliminated rather
than redirected toward useful objectives.

A drastic restructuring would also inevitably risk serious disruptions of uncertain degree
and duration in the operational capabilities and readiness of our military forces. In view of
the current and foreseeable state of world affairs, only the most crucial need could justify
acceptance of such risks.

II. CONTROL AND MANAGEMENT BY THE SECRETARY OF DEFENSE

The National Security Act bestows a broad expanse of authority on the Secretary of
Defense to enable him effectively to direct and administer the Department of Defense.
There is no serious legal impediment to prevent a Secretary of Defense from making any and
every decision within the Department, subject only to Presidential and Congressional
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policies. Practical, rather than legal, limitations make such an approach impossible. Even the
doubling of his time and attention through the person of his alterego, the Deputy
Secretary, does not significantly increase the decision-making time of the Secretary. A
highly centralized decision-making process oriented to a single decision point, whether the
decision point consists of one or two men, is inherently inadequate to manage the spectrum
of activities required of the Department of Defense.

Indeed, attempts to overcentralize decision-making at the top seriously impair a
Secretary’s capability to exercise effective control. Under such circumstances, far too many
decisions go unmade, critical issues are not addressed, problems are deferred and the
principle of personal accountability is lost in the diffused maze of “‘staff coordination.”

Effective civilian control and management, however, do not require that the Secretary
of Defense make all, or even a major proportion, of the innumerable decisions necessary for
the operation of the Department.

The alternative is for the Secretary to delegate substantial decision-making authority and
all executory functions to subordinate levels of authority. Delegation is not synonymous
with abrogation of responsibility, however. The application of such delegations of authority
and executory functions must be carefully delineated, and paralleled with adequate, but
simplified, reporting systems to insure that activities conducted under delegated authority
are visible to and subject to audit by the Secretary. Delegations must be sufficiently specific
to permit strict individual accountability.

Effective civilian control, appropriate delegation of authority, and decentralization of
management cannot be effectively accomplished in the present organizational structure of
the Department.

The organizational structure needs to be improved to attain the following compelling
objectives:

(1) The organization of the Department must be responsive to the direction, control
and authority of the President and the Secretary of Defense in all areas of Departmental
operations;

(2) The lines of authority and responsibility within the Department must be made
clear and unmistakable, so that delegation of authority and responsibility will not result in
loss of individual accountability;

(3) The chain of operational command must be unencumbered, and flexible enough
to operate reliably and responsively in both peace and war;

(4) The organization of the Department must permit and facilitate objective
assessments and innovative, but non-duplicative, long-range planning for structuring and
equipping of forces;

(5) The organization of the Department must be streamlined to reduce substantially
the manpower assigned to staff activities; and

(6) The “span of control” of the Secretary must be reduced.
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The attainment of these objectives can be facilitated by separating the functions of the
Department into three major categories; (a) military operations; (b) management of
resources and support; and (c) evaluation and control. An organization structured along
these functional lines would permit effective delegation of authority and decentralization of
management.

Conceptually, the National Security Act, as amended through 1958, organizationally
divides the Department of Defense, below the level of the Office of the Secretary of
Defense, between support activities and military operations. The Military Departments were
given the responsibility for support matters, and military operations were centered in the
Unified and Specified Command structure.

This separation, prescribed by the Congress, has much to commend it. In addition to
providing a logical division of the total military power, it permits a Secretary of Defense to
fashion his management decision points so as to concentrate on the interfaces between the
“suppliers” and the “asers” of resources, thereby enhancing his control capability.

The utility of this conceptual division has been impaired in practice. President
Eisenhower’s message transmitting the 1958 Reorganization Act to Congress said: ““Clearly,
Secretaries of Military Departments and Chiefs of individual Services should not direct
unified operations and therefore should be removed from the command channel.”
Accordingly, the 1958 Reorganization Act separated the Chiefs of Staff as such from
operations, and put the Unified and Specified Commands directly under the command of
the President and the Secretary of Defense. However, the Secretary of Defense then
delegated to the Joint Chiefs of Staff the responsibility to act as military staff in the chain
of operational command to the Unified and Specified Commands. This reinvolved the Chiefs
of the Services in combatant operations matters in their capacity as Joint Chiefs.

One additional functional division in Defense organization is essential to sound
management. Evaluation functions should be organized separately from both support
activities and military operations, to enhance the potential for independence and objectivity
in the evaluations. This principle is acknowledged to a degree in the National Security Act
by the provisions relating to functions of comptrollers for the Department of Defense and
for Military Departments.

Dividing the responsibilities of the Department of Defense into these three major
divisions would clarify lines of communications, control, and responsibility. It would
replace divided responsibility for many matters with unified responsibility and
accountability for a prescribed area. It would help both civilians and the military to
concentrate on the areas in which they have special competence.

III. ORGANIZATION OF THE OFFICE OF THE SECRETARY OF DEFENSE

The Office of the Secretary of Defense (OSD) has more than doubled from
approximately 1700 to 3500 personnel since 1956. This growth appears to reflect an
attempt at highly-centralized management, undertaken in frequently futile attempts (1) to
overcome difficulties arising from Service rivalries; and (2) to manage, in lieu of minimizing,
the uncertainties inherent in planning, programming and budgeting, particularly as related to
advanced weapons systems.
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, The OSD staff is organized by groupings in the offices of the Director of Defense

Research and Engineering (DDR&E), the Assistant Secretaries of Defense (ASDs), the
" Assistants to the Secretary of Defense (ATSDs) and the General Counsel. These offices are
structured in parallel and the lines of responsibility of each run directly to the
Secretary/Deputy Secretary of Defense. (See Chart)

i Each of these parallel elements of OSD staff has been delegated responsibilities,
i including policy formulation, within the assigned area of activity, which is established by a
? “charter” in the form of a Directive. These “charters” include direct statutory impositions
of responsibilities where applicable. Currently, the scope of responsibility for each of these
£ OSD staff elements is couched in language too general either to limit precisely or to define
and fix precisely the responsibility for the intended area of cognizance or function.

Policy and guidance directives issued by OSD to subordinate elements of the
Department evidence a tendency by several of the parallel elements of the OSD staff to
formulate policy and guidance as if its particular function were the principal control
element by which the Department is managed. For example, the Draft Presidential
Memoranda, prepared by the Office of the Assistant Secretary of Defense (Systems
Analysis), before they were discontinued, tended to control through detailed force levels -
numbers and sizes of units — manpower levels, numbers of equipments and, indirectly, the
dollars consumed. At the same time, the directives from the Assistant Secretary of Defense
(Manpower and Reserve Affairs) tend to fix manpower levels and skills to a degree which
would impose manpower as the controlling element of force levels, dollars consumed and
numbers of equipment. The Assistant Secretary of Defense (Comptroller) manages with
dollars, the Assistant Secretary of Defense (Installations and Logistics) with numbers and
types of equipment, while the Director of Defense Research and Engineering prescribes the
policies for acquiring and applying technology. The result is a multiplicity of largely
independent, parallel managements of the Department from the top, which impose a degree
.of rigidity on operations of subordinate elements of the Department that severely inhibits
efficient performance. In addition, the expansion of OSD has been accompanied by an
increasing involvement of OSD personnel in executory-type activities of the Department.

The expanding parallel organization of OSD has contributed to the excessive span of
control of the Secretary/Deputy Secretary of Defense. Twenty-seven major offices of the
1 Department report directly to the Secretary/Deputy Secretary, and of these, twelve are in
; OSD. No formal mechanism exists to assure proper coordination among the parallel
: elements of OSD. This unsatisfactory organizational structure results in frequent
contradictions in policy guidance, frictions between the various elements of OSD, and the
necessity for extensive and time-consuming coordination with little assurance that it has

achieved its purpose.

The lack of convergence of responsibilities for functional areas at an organizational
point in OSD below the Secretary/Deputy Secretary level inhibits the flexibility to delegate
responsibilities within OSD, for no one below the Secretary/Deputy Secretary level has the
requisite breadth of purview or responsibility.

The expansion of OSD into many functionally fragmented compartments and their
increasing involvement in detailed executory-type activities has resulted in the establishment
of a profusion of management information systems and reporting requirements. The
excessive detail and duplication of reporting requirements have generated such a sheer mass
of informational detail that relevant and important facts are often obscured. Efforts at
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reports control and limitation have proved largely futile and have added to the already
significant load and costs of paper work.*

While the process of OSD expansion was occurring, subordinate elements of the
Department gradually adjusted. In fact, the diffusion of responsibility and accountability,
the freedom to “pass the buck” to the top on hard decisions, and the opportunity to use the
extensive coordination process to advance parochial objectives, are circumstances to which
many in the Department have adapted comfortably. Understandably, this usually resulted in
substantial increases in the workload of staffs at subordinate levels to provide information
required by and to counter the arguments made by the expanded OSD staff. On the other
hand, despite recent improvements made in the Military Departments in such techniques as
systems analysis, there is little to indicate that the Department could accomplish its mission
if there were a reversion to the level and type of decentralization of authority which existed

earlier.

The lack of responsiveness to the needs and direction of the Secretary of Defense is

- particularly evident in three closely interrelated functional areas — military operations,

intelligence, and communications.

For all its size, the OSD has no staff element with significant purview of the area of
military operations, despite the fact that the Secretary of Defense, since the 1958
amendments to the National Security Act, is the crucial link in the chain of command

. between the Commander-in-Chief and the Unified Commanders.

If the Secretary of Defense is to discharge effectively his responsibilities as a key
element of the National Command Authority, ~ and the alternative of removing him from
the chain of command would, in practice, reduce “civilian control” to a fiction — it is clear
that he must have an adequate staff for the purpose.

The present arrangement for providing staff support to the Secretary of Defense for
military operations is awkward and unresponsive; it provides a forum for inter-Service
conflicts to be injected into the decision-making process for military operations; and it
inhibits the flow of information to and from the combatant commands and the President
and Secretary of Defense, often even in crisis situations.

While the Secretary of Defense is constituted by the National Security Act as the link in
the chain of command of combatant forces between the President and the Unified and
Specified Commanders, the only military staffs presently available for operations staff work
are in the Joint Staff - reporting to the Joint Chiefs of Staff - and in the Military
Departments. This anomalous situation has been dealt with by the delegation of
responsibility to the Joint Chiefs of Staff by the Secretary of Defense to act as his staff for
military operations. To perform this responsibility, the Organization of the Joint Chiefs of
Staff was enlarged. In addition, each member of the Joint Chiefs of Staff has retained on his
military staff within his individual Service a staff element assigned to military operations
which is larger than the authorized size of the entire Joint Staff. These are the staff officers
who support their Chief of Service in his role as a member of the Joint Chiefs of Staff.
There is abundant evidence that it is in these individual Service staff elements, as much or

*See Defense Directives/Guidance System and Management Information Reports in Chapter 1,
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more than in the Joint Staff, that issues dealing with military operations and the
recommendations of Unified Commanders to the Secretary are screened, analyzed and
shaped.

The National Military Command Center (NMCC) is a facility essential to the functioning
of the National Command Authority and is manned by elements of the Organization of the
Joint Chiefs of Staff; the NMCC, however, is responsive to the Joint Chiefs of Staff, not to
the Secretary of Defense and the President.

This lack within OSD of expertise in military operations critically impairs the civilian
control of the military establishment. Virtually all of the combat forces of the United States
are assigned to the operational control of the Unified and Specified Commands. There is a
statutory prohibition against the transfer of forces in or out of one of the Unified or
Specified Commands without the specific approval of the Secretary. It is the Secretary of
Defense who, subject to the authority of the Commander-in-Chief, provides the direction
and control of the Unified Commanders.

The National Security Act, as amended, clearly contemplated a direct relationship
between the Secretary and the Unified and Specified Commanders. It is the Operational
Commander of the Unified Command who is in the best position - staffed by officers from
all Services — to provide military recommendations, alternative courses of actions and
assessments of short-term military capabilities to the National Command Authority. A staff,
preferably military, is necessary in the chain of command between the Secretary and the
Unified Commanders; it is imperative that such a staff be responsive to the Secretary of
Defense, rather than to the Joint Chiefs of Staff, and through the Joint Chiefs of Staff to
the Military Services.

The absence of a staff element for military operations directly responsive to the
Secretary of Defense constitutes a deficiency which can be tolerated only at high risk.

The OSD cognizance of the intelligence area below the level of the Secretary and
Deputy Secretary is too narrow, because it is limited in large measure to resource allocation
review. The designation of the Assistant Secretary of Defense (Administration) for
intelligence responsibility needs expanding to assure sufficient cognizance. In addition, there
should be created a point of convergence below Secretary level at which military operations
and intelligence policies and activities are considered together as an interdependent entity.

Responsibility for communications matters in OSD has, until recently, been hopelessly
fragmented. The establishment of the position of an Assistant to the Secretary
(Telecommunications) to exercise comprehensive policy responsibilities for communications
is a major improvement. This function is closely intertwined with both military operations
and intelligence. Communications, noted here only in connection with its impact on the
organization of OSD, is addressed separately in this report.

Executory functions are intermingled in many of the staff organizations in the
Department, and the Office of the Secretary of Defense is no exception. To provide clear
and distinguishable lines of authority and responsibility, staff functions, which involve
policy formulation and monitoring, should not be commingled with executory or operating
functions.

The Advanced Research Projects Agency (ARPA) is now an integral part of the OSD
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staff, being a part of the Office of the Director, Defense Research and Engineering. ARPA
has the characteristics of a Defense Agency, including separate budgeting (at a current level
in excess of $200 million).

Another significant weakness of the OSD organization is the lack of policy gnidance,
monitoring and evaluation of the test and evaluation function.* This deficiency has
contributed to a number of instances of needless dissipation of resources. In connection
with test and evaluation, it should be emphasized that responsibilities for any evaluation
function must be exercised independently. When they are subordinated to or combined with
“responsibilities for the development of the item or subject being evaluated, the requisite
objectivity is seriously jeopardized.

Still another problem is the commingling of functional assignments in the same office or
individual, when the functions are either greatly dissimilar (Administration and
Intelligence), or generate conflicting pressures or issues which should be raised to a higher
organizational level for resolution, instead of being submerged. As an example of the latter,
the co-assignment of functional responsibility for both (a) research and exploratory
development, and (b) weapons systems development, makes it possible for the relative
balance of effort between the two to be shifted without the issue being addressed at higher
organizational levels, as it would have to be if the functions were separately assigned.

The Department of Defense must closely coordinate its activities and policies with
numerous other agencies of government, particularly the National Security Council, the
State Department, and the Arms Control and Disarmament Agency. In order to do so
effectively, it is essential that the Department representatives be vested with the requisite
authority to speak for the Department and have sufficient access to information in the
e Department to deal knowledgeably. All too often in the Department of Defense, this
¥ coordination function is, in practice, fragmented. This can result in several Defense
‘ Department voices, which may well diverge in direction, and cause confusion with serious
consequence. The Office of Assistant Secretary of Defense (International Security Affairs)
has the functional assignment for most of the Department’s external coordination
responsibilities on matters which have political-military significance. Frequently, however,
personnel from other elements of OSD are designated on an ad hoc basis to represent the
Department on various interagency activities. In addition, the executive levels and
7 functional alignment of the offices of the Defense Department do not mesh with those of
4 the State Department, which, in a bureaucratic interface, can and does cause substantive
problems.

The Secretary of Defense does not presently have the opportunity to consider all viable
options as background for making major policy decisions because important options are
often submerged or compromised at lower levels of the Department.

A need exists for an independent source of informed and critical review and analysis of
military forces and other problems — particularly those involving more than one Service, or

two or more competitive or complementary activities, missions, or weapons. At present, the
Assistant Secretary of Defense (Systems Analysis) is responsible for this important function.

*See Test and Evaluation in Chapter II.
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Test and evaluation functions are presently widely scattered, tend not to extend above
Service level, and are dominated by Service developer agencies. Because so much of the
Department of Defense is involved in or affected by weapon systems acquisition, an
improved test and evaluation capability is essential to provide objective test data on the
progress and worth of developmental weapon systems. Significantly increased emphasis is
needed on operational test and evaluation, particularly on systems and equipment which
span Service lines.

The internal auditing effort at OSD level is fragmented and lacks sufficient
organizational prestige to provide the coordination, audit coverage, and leadership to
achieve its full potential.

The internal auditing effort at the OSD level is carried on by two different groups, both
within the Office of the Assistant Secretary of Defense (Comptroller). One group, the Office
of Director for Audit Policy, reporting to the Deputy Assistant Secretary (Systems Policy
and Information) has responsibility for developing and providing audit policy guidance for

! all audit organizations in the Department. A second group, called the Office of the Deputy
Comptroller for Internal Audit, reports one level higher and provides a quick audit response
to matters of special interest to the Secretary of Defense and his staff. This second group is
also responsible for audits of programs and procedures which involve more than one military
Service or Agency, for audits of the Military Assistance Program, and for audits of certain
other Department components.

The Directorate of Inspection Services (DINS), organizationally located in the office of
the Assistant Secretary of Defense (Administration), has the responsibility for inspections or
surveys of the operational and administrative effectiveness of the Office of the Secretary of
Defense, the Joint Chiefs of Staff, the Unified and Specified Commands and the Defense
Agencies. DINS also has responsibility for criminal investigation and counter-intelligence
activities within the same organizations. The assigned responsibilities of DINS do not
include financial and accounting audits.

These functions should be grouped with other evaluation and control functions.

Some of the Department’s “credibility gap™ with the Congress and the public must be
attributed to the fragmented, and often confused, functional assignments of responsibilities
within the Department for legislative and public affairs.

At present, there are public affairs and legislative liaision offices within the Office of the
Secretary of Defense, each of the Military Departments and some of the Defense Agencies,
with no effective mechanism for coordination among them. A great many of the matters
with which these offices deal affect and are affected by activities of other organizational
elements of the Department. Only the public affairs and legislative liaison activities in the
Office of the Secretary of Defense have general cognizance of all activities. Representations
by other such offices have the potential to be based on partial or incomplete information.

‘ At the present time, the activities of the Assistant Secretary of Defense (Public Affairs)
i account for less than one-fifth of the public affairs expenditures of the Department. The
lack of coordination of all public affairs activities of the Department causes confusion
among the public and in the Congress, and at the same time, inhibits the most effective use
of available resources.
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The Office of the Assistant to the Secretary of Defense (Legislative Affairs) is less than
one-half the size of the smallest legislative liaison office of a Military Department, and only
about one-fourth the size of the largest. The necessary flow of information attending the
budgetary process would be facilitated by direct contacts between the appropriations
committees of Congress and the Comptroller of the appropriate department or agency. The
use of legislative liaison services in these budgetary matters, where the Departmental sources
of data are few and identified, has greater potential for obstruction than assistance.

Three other areas of significant organizational deficiency in OSD are apparent.

There is no organizational element within OSD with the assigned responsibility for
objectively making net assessments of U.S. and foreign military capabilities. Major program
and policy decisions in the Department of Defense tend to be based on an assessment of
individual factors, such as the apparent threat, the technological capability of the United
States and possible opponents, and cost effectiveness criteria. The Defense intelligence
community is concerned with foreign developments, but does not make assessments of U.S.
capabilities. Threat assessments are made for comparison with the projected capability of
some proposed new U.S. development. There is, however, no mechanism within the
Department to provide an integrated analysis which systematically places existing or
proposed programs in the context of the capabilities and limitations of the United States
and its allies versus possible antagonists. The Secretary of Defense should have available, on
a continuing basis, the results of comparative studies and evaluations of U. S. and foreign
military capabilities, to identify existing or potential deficiencies or imbalances in U. S.
military capabilities.

There is no organizational element within OSD that is charged with the responsibility
for broadly supporting the Secretary of Defense in long-range planning which integrates net
assessments, technological projections, fiscal planning, etc. Force planning is currently
initiated by the Joint Chiefs of Staff and the Military Departments within the constraints of
fiscal guidance to each Service and for each major mission and support effort. In order to
provide an overall balance of forces, to prevent wasteful duplications, and to develop
effective but more economical alternatives to those conditioned by traditional approaches
of the Military Services, OSD requires an internal long-range planning capability. The
development of alternative solutions should include consideration of all relevant political,
economic, technological and military factors. To the extent to which such a capability exists
in the current OSD organization, it is too fragmented and too limited by the pressure of
more immediately urgent assignments to be effective.

No formal mechanism exists within OSD to assure adequate coordination among the
various elements of the Department. There is a need for a Coordinating Group in the
immediate office of the Secretary of Defense, to assist in coordinating the activities of the
entire Department and in the scheduling and follow-up of the various activities.*

In addition to the deficiencies previously mentioned, many of the individual elements of
the Office of the Secretary of Defense have become so overstaffed as to reduce their

capability. Even with the new functions suggested for OSD, the staff should not total more
than 2,000 people.

*See Defense Directives/Guidance System and Management Information Reports in Chapter III.
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IV. ORGANIZATION OF THE JOINT CHIEFS OF STAFF AND THE JOINT STAFF

The Joint Chiefs of Staff

With the exceptions of the relatively minor changes in the authority of the Chairman,
the reorganization of the Joint Staff in 1958, and the increases in the limitation on the size
of the Joint Staff from 100 to 210 officers in 1949, and from 210 to 400 officers in 1958,
there have been no significant changes in the Organization of the Joint Chiefs of Staff and
the Joint Staff since 1949.

The Joint Chiefs of Staff are still composed of the Chairman, appointed by the
President, with the advice and consent of the Senate, from the officers of the regular
components of the Armed Forces; the Chief of Staff of the Army; the Chief of Naval
Operations; the Chief of Staff of the Air Force; and as a practical matter, the Commandant
of the Marine Corps, unless the Secretary of Defense determines that a particular matter
under consideration by the Joint Chiefs of Staff does not concern the Marine Corps.

Both the organizational characteristics and the performance capability of the Joint
Chiefs of Staff have been sources of concern almost since the inception of the organization.

From an organizational standpoint, concern has been created by the reliance on a
“committee” for the performance of the important functions assigned to the Joint Chiefs of
Staff. Despite the theories which would depict the Joint Chiefs of Staff as a “corporate”
body, the near unanimity of the Joint Chiefs of Staffs’ formal decisions in recent years, and
the statutory instruction to the Chairman to report disagreement of the Chiefs to the
Secretary of Defense, the Joint Chiefs of Staff must be characterized as a committee.

The “committee” character of the Joint Chiefs of Staff is accentuated by the dual roles
of the members, other than the Chairman of the Joint Chiefs of Staff. Each of the Chiefs
must bear the load of responsibility for supervision of his own Military Service and for his
duties as a member of the Joint Chiefs of Staff,

The excessive workload occasioned thereby was recognized by the report of the
Rockefeller Commiittee in 1953, In the 1958 amendments to the National Security Act, the
Chiefs of Staff of the Army and Air Force, the Chief of Naval Operations and the
Commandant of the Marine Corps were authorized to delegate broad responsibilities for
supervision of their Services to their Vice Chiefs of Staff. Despite this delegation, the
workload of the Joint Chiefs of Staff is still very heavy, and is compounded by the many
matters of detail referred to them.

Also, in the 1958 amendments, the Chiefs’ authority to “command and supervise” their
Services was reduced to the authority ‘““to supervise,” and the operational command of
combatant forces of all Services was vested in Unified and Specified Commands, responsible
directly to the Secretary of Defense and the President. By virtue of the provisions of
Department of Defense Directive 5100.1, issued on 31 December 1958, however, the Joint
Chiefs of Staff were assigned the duty to serve as advisors and as military staff in the chain
of operational command running from the Secretary to the Commanders of the Unified and
Specified Commands.

From a practical viewpoint, the roles of the members of the Joint Chiefs of Staff, other
than the Chairman, are probably more nearly triple in character than dual. The three roles
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are; (1) the Chief’s supervision of his Military Service; (2) participation in the advisory and
. planning functions assigned by statute to the Joint Chiefs of Staff; and (3) participation, by
i delegation, as a member of the Secretary’s staff for matters of operational command.

Many consider the dual or triple roles of the Joint Chiefs of Staff to be a fatal deficiency
to the effectiveness of the Joint Chiefs. No matter how hard the Chiefs strive to ‘“‘rise above
the particular views of their respective Services” * and not to “be restricted by Service
positions or instructions,”* it is very difficult for them to free themselves from their
understandable Service loyalties.

3 The difficulties of the Joint Chiefs of Staff structure are compounded by other factors:

(1) the Joint Staff consists of officers assigned from each Service, and they look to their
. Service for promotions; and (2) the procedures by which major issues addressed by the Joint
Chiefs of Staff, require that the issues first be coordinated by the Joint Staff with each of
the Military Services,**

President Eisenhower referred to these difficulties in his message to the Congress on the
Defense Reorganization Act of 1958. The President stated: “These laborious processes exist
because each military department feels obliged to judge independently each work product
of the Joint Staff. Had I allowed my interservice and interallied staff to be similarly
organized in the theaters I commanded during World War II, the delays and resulting
indecisiveness would have been unacceptable to my superiors.™

The increase in frequency of unanimity in the recommendations and advice of the Joint
Chiefs of Staff is by no means conclusive proof of subjugation of particular Service views.
Such frequency of unanimity can just as cogently support a conclusion that the basis of
such recommendations and advice is mutual accommodation of all Service views, known in
some forums as “log rolling,” and a submergence and avoidance of significant issues or
facets of issues on which accommodations of conflicting Service views are not possible.

Arguments for continuation of the military chiefs as members of the Joint Chiefs of
Staff do have merit, however. There could be some risk involved in any approach to
restructuring the membership of the Joint Chiefs of Staff which might so remove the
members from the daily operations of their Departments as to relegate the Joint Chiefs of
Staff to an ivory tower.

The fundamental problem with the multiple role of the members of the Joint Chiefs of
Staff, we believe, was perceived in the comments of the Rockefeller Committee in 1953.
The committee stated:

It is essential to keep in mind that the Joint Chiefs of Staff were established as a
planning and advisory group, not to exercise command. The National Security Act
emphasized their planning and advisory role. The Committee considers it
unfortunate that this concept of the National Security Act has always been obscured
in actual practice, even before the meetings in 1948 at Key West and Newport, at
which the Secretary of Defense delegated certain command functions to the Joint

*Report of the Rockefeller Committee, 1953.
**The JCS Decision-Making Process is discussed in Chapter III.
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Chiefs of Staff.

To clarify the role of the Joint Chiefs of Staff in accord with the basic purposes
of the National Security Act, this Committee recommends below that the Key West
agreement be revised to remove the command function from the Joint Chiefs of
Staff, in order to enable them to work more effectively as a unified planning agency.

The Committee believes that the Secretary of Defense has much to gain from
receiving the various views of the military chiefs of the Services, and that it is
desirable for the top planning body to continue to include the responsible military
chiefs, who will thus have a voice in the JCS planning as well as implementing such
planning in their respective military departments.

Despite the many changes, the members of the Joint Chiefs of Staff have retained their
involvement, in one or the other of their roles, in operational command matters. Prior to
1953, the Joint Chiefs of Staff designated one of their members as their executive agent to
exercise operational command in a specified geographical area. From 1953 to 1958, the
Secretary of Defense designated a Military Department as executive agent for a particular
unified command and the Service Chief acted for the Secretary of his Military Department,
so that for any particular unified command, the chain of operational command ran from the
President to the Secretary of Defense to the Secretary of the designated Military
Department to the Service Chief to the unified command. The 1958 change was intended to
shorten and clarify the chain of operational command, by making the channel run from the
President to the Secretary of Defense directly to the unified command. Because of the
delegation from the Secretary of Defense to the Joint Chiefs of Staff to act as military staff
in the chain of command to the unified commands, this change proved to be largely one of
form, rather than substance, for it merely “changed the hat” the Chief of Service wears
during his involvement in military operational matters.

The numerous functions now assigned to members of the Joint Chiefs of Staff impose
an excessive workload and a difficult mix of functions and loyalties. Some of these
functions must consequently suffer, and the evidence indicates both the strain on
individuals who have served in such capacity and a less than desirable level of performance
of the numerous functions assigned. This result has occurred despite the outstanding
individual ability and dedication of those who have served on the Joint Chiefs of Staff and
despite the attempts to shift a portion of tie load from the Chiefs of Service to their Vice
Chiefs. The difficulty is caused by the system, not the people.

The excessive workload of the Joint Chiefs of Staff has also resulted in a perceptible
shift of responsibilities for the performance as staff of the Secretary of Defense in
operational control of combatant forces from the Joint Chiefs of Staff to the Chairman of
the Joint Chiefs, acting individuaily and ‘“keeping the members of the Joint Chiefs of Staff
informed.” This trend, while usually increasing efficiency, imposes a severe workload on the
Chairman, and does not appear entirely consistent with either the statutory prohibition
against the Chairman exercising command functions or the repeated rejection by the
Congress of the single Chief of Staff concept.

Of the varied functions assigned to the Joint Chiefs of Staff, those involving operational
command are least compatible with the organizational character of the Joint Chiefs of Staff.
A committee is inhibited in its performance of any function by its very nature, but it is
most deficient as a decision-mechanism in matters which are time-critical, such as
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. operational control of combatant forces.

The recommendation of the Rockefeller Commiitee to eliminate the Joint Chiefs of
Staff from duties involving operational command of combatant forces is as well taken today
as in 1953, if not more so, but this time the change should be made in such a clear and
unequivocal way that it cannot be circumvented.

To other duties of the Joint Chiefs of Staff have been added the responsibility for
certain Defense Agencies created since 1958, namely, the Defense Atomic Support Agency
(DASA), the Defense Communications Agency (DCA), and the Defense Intelligence Agency
(DIA). The exercise of administrative control and guidance of these Defense Agencies not
only adds to the already excessive workload of the Joint Chiefs of Staff, detracting even
further from their capability to perform their statutorily assigned missions, but also detracts

- from the effective and efficient performance of some of these Agencies.*

The Joint Chiefs of Staff could more effectively perform their important statutory role

as principal military advisors to the President and the Secretary of Defense if they were
. relieved of the necessity of performing delegated duties in the field of military operations

- and Defense Agency supervision.

This would also have the advantage of terminating much of the involvement of the

. Military Departments in the command chain of combatant forces, which results from the

dual role of the Military Chiefs of Services as members of the Joint Chiefs of Staff. It would

- also negate much of the argument that has been advanced for having the Joint Chiefs of
. Staff consist of different officers from the Chiefs of the Services (the “two-hatted” role).

. The Joint Staff

The Joint Staff is placed by statute under the Joint Chiefs of Staff and is limited in size,

. currently to 400 officers.

These statutory limitations have proved to be of no practical consequence, deterring
neither the growth past the magic number of 400 officers serving on the central military
staff, nor the creation of additional military staff. With the apparent, but statutorily silent,
acquiescence of all concerned, including the Congress, the limitations of the statute have

been circumvented by the creation of an entity called the “Organization of the Joint Chiefs
- of Staff.”

The title, “the Organization of the Joint Chiefs of Staff” was used to include the Joint

: Chiefs of Staff, the Joint Staff and various committees formed by the Joint Chiefs of Staff

prior to 1953. These “committees” were, for the most part, disestablished effective June 7,
1958, in response to President Eisenhower’s message to the Congress on defense

. reorganization transmitted on April 3, 1958. Four committees not so disestablished were

redesignated in name from “Committee” to “Council” or “Group” for compliance in form,
if not in substance.

Despite the ‘“‘elimination” of the committees included in the Organization of the Joint

*The organization of these Defense Agencies is addressed later in this Chapter.
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Chiefs of Staff, the number of personnel serving as staff and staff support for the Joint
Chiefs of Staff increased from approximately 486 in 1958 to 2,145 in 1969, of which some
900 are military officers. The size of this organization is projected to diminish to some
1,996 in 1970. The “staff” character and its interrelationship to the officially designated
Joint Staff is in no way disguised nor camouflaged, and nothing surreptitious can or should
be implied from its constitution. The official Joint Staff, maintained with the 400
officer-size limitation is organized under five directorates and one office of Special Assistant
as follows: J-1 (Personnel), J-3 (Operations), J4 (Logistics), J-5 (Plans and Policy), J-6
(Communications-Electronics), and the Special Assistant for Counterinsurgency and Special
Activities. In the overall Organization of the Joint Chiefs of Staff, but outside the officially
designated Joint Staff, are a large number of staff elements, variously entitled Directorates,
Agencies, Special Assistants, etc., all of whom report either through the J-3 (Operations),
the J-5 (Plans and Policy), or directly to the Director of the Joint Staff, the same as do
elements of the official Joint Staff.

Less obvious “extensions” and ‘“‘additions” to the Joint Staff also exist. For instance,
the Defense Atomic Support Agency (DASA) performs the staff function for maintaining
inventory control of nuclear weapons, and in fact, an element of the DASA staff is located
contiguous to the National Military Command Center, operated by the Organization of the
Joint Chiefs of Staff. Also, the some 400 or more personnel, a number of whom are military
officers, working in the National Military Command System Support Center, are assigned to
the Defense Communications Agency.

Size alone, nor even a substantial and continuing growth of staff, does not provide
evidence of a deficiency in organizational composition or performance. Nevertheless, such
artificial structuring of organization, in an effort to circumvent arbitrary limitations,
however benign because of the passage of time, can hardly fail to perform less adequately
than an organization functionally structured for efficiency of performance.

The Organization of the Joint Chiefs of Staff provides no significant mechanism for
corporate memory, and possesses inadequate technical and professional analytical
capability. Constituted as it is of military officers who serve one, or at most two tours of
duty in the Organization of the Joint Chiefs of Staff, it lacks an experience recall capability
which would prevent or minimize recurrence of past mistakes. This deficiency cannot be
remedied by the acquisition of data storage and retrieval capabilities made possible by
computers. Some individual must recognize the familiar circumstances of earlier experience
to indicate that the recorded data connected with earlier history can provide guidance on
current problems. The absence of corporate memory can be minimized by changes in the
rotation and promotion policies of the Military Services to permit the retention of people in
the organizational structure for substantially more than two, three or four years. There is, of
course, no prerequisite for corporate memory capability that the persons so retained be
military officers; they could just as well be civilians.

V. ORGANIZATION OF THE MILITARY DEPARTMENTS

The organization of the Secretariats of the Military Departments can be evaluated only
against the background of the evolving role and function of the Military Department
Secretary.

Unquestionably, the role and function of the Secretaries of the Military Departments
have changed. Three principal circumstances have provided the impetus for the evolution of
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==% role and function: (1) the vesting and increase of authority in the Secretary of Defense
‘== provide coordinated control and direction of planning and structuring of the military
-stablishment; (2) the removal of the Military Departments, including the Secretaries, from
wolvement in operational control of combatant forces; and (3) the marked increases in
“complexity and costs — and budgets ~ for weapon systems the military forces now require
for execution of their assigned missions. The Secretary must play a difficult dual role of
being at once (a) principal advisor and assistant to The Secretary of Defense in the operation
- of his particular Military Department, and (b) the representative of his Military Department
. in the councils of the Secretary of Defense.

The office of Secretary of a Military Department has become increasingly demanding of
administrative and managerial ability to: (1) cope with the multiplication of complexity and
costs of developing and acquiring weapons systems; (2) acquire personnel in the quantity

- and quality required to maintain and operate the weapons; (3) train military personnel to
the high level of skills necessary to function in areas of advanced technology and sensitive
. operations; and (4) retain enough of those so trained to justify the training investment; but
not so many as to impair the vigor essential to successful military operations, which only

- youth can provide.

No private corporate executive in the world has the managerial responsibility in terms of
manpower, budget, variety or complexity of operations equal or approaching that resting on
the shoulders of a Secretary of a Military Department.

: Within each of the Military Department Secretariats there is one Under Secretary, a
. General Counsel, and four Assistant Secretaries, each of the latter being functionally
" assigned for Research and Development, Manpower and Reserve Affairs, Installations and
Logistics, and Financial Management. The functional designation of the Assistant
Secretaries, other than for the Assistant Secretary for Financial Management, is not made by
statute, but by internal organizational decision.

Below the predominantly civilian Secretariats which report to the Secretary/Under
Secretary of the Military Departments, are the military staffs which report to the Chief of
Staff, Chief of Naval Operations, or the Commandant of the Marine Corps, as the case may
be.

Each of the Military Departments has established organizations which are direct
extensions of the Departmental staffs. Each of these organizations reports to an element of
one of the Departmental staffs, and performs functions in direct support of that staff
element. Many of these support organizations are physically located with the staff elements
which they support. When such support personnel are included, the total staff sizes of the
Military Departments are roughly comparable.

The trend in sizes of the Washington Headquarters’ staffs (including support) of the
Military Departments has, perhaps surprisingly, remained relatively level or has slightly
declined during the 1960s. There has, however, been a marked shift of personnel from the
“staff”” category to the “support™ category where it is less visible. Particularly is this
noticeable in the Department of the Air Force. Although this trend may be a reflection of
changing management and organization philosophies, the lowered visibility factor poses an
organization problem in itself.

All evidence indicates that the sizes of Headquarters’ staffs in the Military Departments
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are excessive to what is required for efficient performance of assigned functions. Functional
analysis of these staffs reveals an astonishing lack of organizational focus and a highly
excessive degree of “coordination,” a substantial portion of which entails the writing of
memoranda back and forth between lower echelons of parallel organizational elements and
which serves no apparent useful or productive purpose.

The Military Staffs of the Services have accumulated a number of line type activities,
called “Class II Activities” by the Army, “Field Extensions” by the Air Force, and
“Commands” and “Bureaus” by the Navy, and distinguishable by the fact that they are
commanded by a member of the staff of the Chief of the Service.

The organizational placement of these activities, which presently number about 700 and
contain about 173,000 people, is inconsistent with good management practice and they
should be assigned to commands which are in the line of “supervision™ of Service channels
and divorced from direct supervision by the Service Headquarters’ staffs.

Several factors of organization and manning in the Washington Headquarters’ staff of
the Military Departments are particularly significant.

As noted above, there are five senior executive level positions in the Secretariats of the
Military Departments below the Secretary/Under Secretary level. The ratio of personnel
supervised by these officials to total staff personnel in the Secretariat is surprisingly low. In
the Army Secretariat, these five senior officials supervise the work of only 171 out of
approximately 1,000; in the Navy, 124 out of some 1,900; and in the Air Force, only 169
out of some 524. More effective utilization could be made of the Assistant Secretaries who
are not functionally designated by statute, should their roles not be restricted by their
present functional assignments, and their number could be reduced from three to two.

There also appears to be substantial duplication in all Military Departments between the
Secretariat staffs and the military staffs.

The duplication can be illustrated by an examination of the functions of the Financial
Manager/Comptroller in the several Military Departments.

Two statutory provisions relating to these functions are relevant. The provisions are
separately stated, but identical for each Military Department in 10 U.S.C. sec 3014 (Army),
sec 5061 (Navy), and sec 8014 (Air Force). These statutes provide, in part:

“There are a Comptroller of the (Army-Navy-Air Force) and a Deputy Comptroller
of the (Army-Navy-Air Force) in the Department of the (Army-Navy-Air Force).
The Secretary may appoint either civilian or military personnel to these offices. If
either the Comptroller or the Deputy Comptroller is not a civilian, the other must be
a civilian.

. . . “The Comptroller is under the direction and supervision of, and is directly
responsible to the Secretary of the (Army-Navy-Air Force), the Under Secretary or
an Assistant Secretary. However, this subsection does not prevent the Comptroller
from having concurrent responsibility to the (Chief of Staff-Chief of Naval
Operations), (Vice Chief of Staff-Vice Chief of Naval Operations), or a (Deputy
Chief of Staff-Deputy Chief of Naval Operations) if the Secretary so prescribes.”
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The Departments of Army and Air Force, acting under these provisions, each has an
office of the Assistant Secretary (Financial Management) in the Secretariat reporting to the
Secretary/Under Secretary, and a Comptroller located on the military staff reporting to the
Chief of Staff. The Navy has combined the functions of Comptroller in one office, however.
The feasibility, and avoidance of duplicative assignment of functions, of this combination is
demonstrated in Figure 1, which is a comparison of Comptroller-type functional
assignments in the three Military Departments and the Office of the Secretary of Defense.

As Figure 1 illustrates, duplication of assignments of comptroller-type functions
between the Assistant Secretary (Financial Management) and the military comptroller in the
Department of Army and the Department of Air Force are numerous. An analysis of
functions indicates that performance of these functions by the Assistant Secretaries
(Financial Management) and the Comptrollers in the Army and Air Force approach being
equally duplicative.

The comptroller function was chosen for illustration because it is the one function most
nearly combined in the Secretariat and military staff, and did, therefore, present the
opportunity for contrast. In the functional areas of the other three Assistant Secretaries,
there has been little consolidation of functions between the Secretariats and military staffs.

In functional areas other than those assigned the four Assistant Secretaries, there have
been functional consolidations between the Secretariats and the military staffs which
demonstrate the feasibility of such management economies. In all the military Departments,
the public information function has been largely consolidated: in the Secretariat in the
Navy and Air Force; and in the military staff in the Army. The legislative liaison function is
consolidated in all Military Department Secretariats. In the Department of Navy, where the
Secretariat has purview of both the Navy and Marine Corps, the Secretariat performs the

. staff function for civilian personnel Department-wide, while staff cognizance of military

personnel is allocated to the Navy and Marine Corps military staffs.

The internal audit groups of the three Military Departments are largely autonomous.
There is relatively little interchange or contact among these internal audit groups. The
hiring, training, and assignment of audit personnel to specific tasks are handled by each
Military Department or Agency with a minimum of guidance or direction from external
sources.

The internal audit organizations of the Army and the Navy are organized along similar
lines, with relatively large regional, area, or resident offices located throughout the United
States and overseas. The internal auditors of the Air Force, unlike those of the Army and
the Navy, are stationed at numerous air bases and installations as resident auditors. This
results in a wide dispersion of audit personnel in small, relatively permanent groups typically
consisting of five or six persons.

While a single internal audit agency in the Department of Defense would permit a more
efficient supervisory and management structure, provide more attractive career
opportunities for professional personnel, and provide better coordination and control for
the Secretary of Defense, it is, on balance, more desirable to continue to provide each
Military Department with an internal audit capability of its own to monitor the attainment
of its own objectives.

In 1961 certain responsibilities for Civil Defense contained in the Federal Civil Defense
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FIGURE 1 — COMPARISON OF SUBJECTS ADDRESSED BY COMPTROLLERS

SUBJECTS ASSIGNED IN INTRA-DOD DIRECTIVES

NAVY
OSD ARMY COMPT& AIR FORCE
ASD(C) COMPT ASA(FM) ASN(FM) COMPT ASAF(FM)
a/ b/ Y 4/
PRESCRIBED IN US CODE .
Budgeting x x X X b X
Accounting x x x X x b3
Progress and statistical
reporting X X X X X X
Administrative organization
structure xe/ X X b X
Managerial procedures, relating
to budgeting, accounting,
progress and statistical report-
ing and internal auditing X x X x X
Internal audit x X X

ADDITIONAL SUBJECTS PRESCRIBED IN MILITARY DEPARTMENT AND OSD DIRECTIVES

Prices for interservice sales x

Auditing x x X X b'e
Finance, including disbursement

and collection of funds x b x b s
Contract audit x
Reportis control X
Cost analysis x X x X
Fiscal X b3 X
Management systems and

improvement X X X
Financing of contracts X X X X X
Data automation (ADP) sve b3 partial x X
Management information &

control systems X b3 X X
Claims x x
Reports of survey X X b
Contracts for management studies/

services X X
International balance of payments x x x x
GAO criticism x X X X
Collecting debts from defense

contractors (operational function) X X
Command of specified field activities

or a lower staff X x X X

a/ Department of Defense Directive 5118.3, January 1966.
b/ Army Regulation 10-5, July 1968, para 2-5 and 2-27.

/ SECNAVINST 5430. 7H, April 1968, para 5a, and Comptroller Orgn Manual 5450, 1A (draft).
Air Force Hq Pamphlet 20-1, October 1967, pp. 9, 77-94, and 308.

a o
~

Restricted to organizations involving programming, budgetary and fiscal matters.

1
o
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Act of 1950, as amended, were assigned to the Secretary of Defense by Executive Order
10952. These responsibilities are currently assigned to the Department of the Army.

The Office of Civil Defense (OCD), located in the Department of the Army Secretariat,
is essentially an independent operating activity.

The Federal Civil Defense Act, as amended in 1958, includes in the Declaration of
Policy the following:

“It is the policy and intent of Congress to provide a system of Civil Defense for the
protection of life and property in the United States from attack. It is further
declared to be the policy and intent of the Congress that the responsibility for Civil
. Defense shall be vested jointly in the Federal Government and the several States and
their political subdivisions. The Federal Government shall provide necessary
direction, coordination and guidance; . . . and shall provide necessary assistance as
herein authorized.”

Except for a period in 1962-1963 when the fallout shelter program was given a high
priority, the Civil Defense function has apparently been given little emphasis. There has
been, since 1961, considerable discussion about the effects of dividing the Civil Defense
responsibilities between the Executive Office of the President and the Department of
Defense. This question is presently being addressed by the Executive Office of the President.
The mission of OCD is also being reviewed.

The present mission of OCD in the Department of the Army is essentially limited to the
development and execution of a fallout shelter program and a communications and warning
capability. The staff of OCD is divided roughly equal between the Department of Army
Headquarters and the OCD Regional Offices which work directly with the Civil Defense
organizations of the States and their political subdivisions. If, as a result of the present
review of Civil Defense by the Executive Office of the President, the Secretary of Defense
continues to be delegated responsibilities for Civil Defense, the OCD should not continue as
a part of the Department of the Army Secretariat. The OCD is a line, not a staff, activity.
Further, its mission is sufficiently different from, and independent of, the missions of the
Military Departments that it should be established as an independent defense agency.

The Army has been delegated the responsibility for contingency planning related to civil
disturbances in the United States and acts as Executive Agent in the operational command
chain in the employment of forces in such disturbances. This delegation is inconsistent with

» normal command arrangements and the spirit, if not also the letter, of the Defense
Reorganization Act of 1958. This responsibility should be assigned to a combatant
command.

There is another area of duplication which arises from activities throughout the
Washington Headquarters’ elements of the Department of Defense, and particularly in
connection with those activities physically located in the Pentagon. To a major extent, each
Headquarters so collocated has its own support organization to handle furnishings, supplies,
mail distribution, correspondence control, etc. In some of these activities — such as mail
distribution and correspondence control®* — this duplication causes hopeless inefficiencies.

*Detailed staff studies of mail handling and correspondence control problems are appended to this report.
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The staffs of the Military Departments are not properly organized to effectively and
efficiently perform their assigned functions. In addition to the deficiencies previously
addressed, many of the individual staff elements have become so large as to reduce their
capability. The Secretariats and Service staffs should be integrated to the extent necessary
to eliminate duplication; the functions related to military operations and intelligence should
be eliminated; operational-type functions, e.g., personnel operations, should be transferred
to command organizations; and the remaining elements should be reduced by at least 30
percent. A study of the present staffs indicates that the Secretariats and Service staffs
combined should total no more than 2,000 people for each Department.

VI. ORGANIZATION OF THE DEFENSE AGENCIES

The National Security Act of 1947, as amended, gives the Secretary of Defense the
responsibility and the authority to provide for the performance of any non-combatant
supply or service activity common to more than one military department by one agency (or
such other organizations as he considers appropriate), whenever he determines it will be
more effective, economical, or efficient.

There are presently five Defense Agencies: Defense Atomic Support Agency (DASA);
Defense Communications Agency (DCA); Defense Intelligence Agency (DIA); Defense
Supply Agency (DSA); and Defense Contract Audit Agency (DCAA). The first three report
to the Secretary of Defense through the Joint Chiefs of Staff, the other two report directly
to the Secretary.

An examination of the documents and studies which led to the creation of the Defense
Agencies reveals the existence of no general criteria for the establishment of such an entity,
except the existence of a function common to more than one Military Department. There
exist, and existed prior to the creation of the first Defense Agency, innumerable
non-combatant functions common to more than one Service. Among such functions for
which Defense Agencies have not been created, but where significant economies might result
from consolidation, are: (1) Automatic Data Processing Services; (2) Medical, dental and
hospital services; (3) Transportation of materials, movement of housechold goods; (4)
Personnel security investigations; (5) Aircraft and aircraft engine depot services; (6)
Recruiting; (7) Test and evaluation; and (8) Mapping, Charting and Geodesy.

An alternative to the Defense Agency for consolidation of common non-combatant
functions is the designation of one Military Department as “Executive Agent” to perform
such functions for all military services. The Military Airlift Command operated by the
Department of the Air Force as Executive Agent, and industrially funded* to serve all
military users, is one example of the use of this mechanism. For a comparatively small
function, this mechanism has the advantages of minimizing the incurrence of the larger
administrative overhead associated with Defense Agencies, and of utilizing established
organizational structures for external supervision and monitoring of the function.

The organizational placement of Defense Agencies within the Department has caused
problems. For those Agency heads reporting directly to the Secretary/Deputy Secretary of

*An industrially funded activity is one which operates with a working capital fund, from which operating expenses are paid,
and which is reimbursed through charges to benefiting organizations.
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Defense such as the Director, Defense Supply Agency, there is a less than desirable degree of
supervision due to the excessive span of control imposed on the Secretary/Deputy Secretary
of Defense by the existing organizational structure. The Joint Chiefs of Staff, through which
three Defense Agencies report, has not proved to be the type of organization which can best
provide guidance free of the competition of the military services among themselves and
between the military services and the Defense Agencies.

From an organizational standpoint, three of the Defense Agencies present problems -
DASA, DCA and DIA. '

Defense Atomic Support Agency

DASA is the successor to the Armed Forces Special Weapons Project (AFSWP), which in
1947 became the organizational home of those military personnel and some civilians
previously involved in the Manhattan Project, which developed the atomic bomb. AFSWP
was created to discharge for all military services all support functions relating to nuclear
weapons, and as such, was responsible to all three military services. In 1955, DASA was
established as a Defense Agency, with similar functions, reporting on general matters
through the Joint Chiefs of Staff to the Secretary of Defense, but receiving supervision on
matters relating to research, development, test and evaluation from the Director, Defense
Research and Engineering, and for matters relating to liaison with the Atomic Energy
Commission and other special activities, from the Assistant to the Secretary of Defense
(Atomic Energy).

The conditions which led to the assignment of most of the functions initially assigned to
DASA no longer exist. Each of the Military Services has acquired and is satisfactorily
performing many functions relating to nuclear weapons, such as storage, transportation,
inspection, maintenance and training of personnel. In some instances, such as storage,
Military Services are doing it more efficiently than does DASA. DASA’s storage function is
currently being transferred to the Services.

It appears that DASA retains two remaining unique capabilities — one related to the
design of nuclear weapons effects tests, and the other in nuclear weapons stockpile
management.

Weapon design tests are designed and conducted by the Atomic Energy Commission
pursuant to requirements submitted by the Military Services for warhead developments.
DASA, however, receives and consolidates requirements for weapon effects tests from the
Military Services and designs the appropriate tests. The designs for weapon effects tests,
after review in OSD, are submitted to the Atomic Energy Commission which provides
nuclear devices specified in the test designs and actually conducts the tests, using equipment
supplied by the Military Services.

In its responsibility for nuclear stockpile management, the role of DASA is logically one
of coordination and management. In its support of the JCS, however, DASA provides
operating elements that are integral to the National Military Command System. In addition
to maintaining information on the status and location of nuclear weapons, these elements
have responsibility for collecting and displaying information about the Single Integrated
Operations Plan both as to the plan and the results of its execution. They also have the
responsibility for other functions that fall entirely within the responsibilities of the JCS in
their delegated role as military operations staff for the Secretary of Defense.
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DASA also now performs a number of functions which could be more appropriately
assigned elsewhere, such as the administration of the base hospital at Sandia Base, (and
many similarly inappropriate activities at the same location), and the Armed Forces
Radiobiology Research Institute at Bethesda, Maryland, which is a joint medical research
facility.

The scope of the two unique functional capabilities of DASA no longer justifies the
continuation of the administrative overhead load inherent in a Defense Agency.

Defense Communications Agency

DCA was established in 1960 to exercise operational control and supervision of the
Defense Communications System (DCS) which is comprised of all long-haul, point-to-point
communications facilities of the Department of Defense. After World War I, each of the
Military Departments developed its own worldwide communications system to carry out the
global activities of its mission. As the requirements and expenditures for separate long-haul
systems rose through the fifties, economic and other pressures mounted for the creation of
one entity to engineer and manage these increasingly expensive systems for the common use
of all Defense elements. DCA was the response to these pressures.

DCA is charged with responsibility to: (1) exercise management control and operational
direction over the DCS; and (2) exercise management control over R&D, planning,
engineering, and programming of the activities of the Military Departments, Unified and
Specified Commands, and Defense Agencies which support the DCS.

The organizational problems connected with the telecommunications functions* are not
located internally to DCA, but derive from the obscured lines of demarcation between the
functions assigned to DCA and those retained in the Military Services, and the ineffectively
coordinated direction and policy control emanating from the various elements of OSD and
filtered through the Joint Chiefs of Staff to DCA. The recent establishment of the Office of
the Assistant to the Secretary of Defense (Telecommunications) and the assignment to this
office of broad policy and directive authority in the telecommunications field should
alleviate a large portion of the problems now existing.

Defense Intelligence Agency

The Defense Intelligence Agency (DIA) was established in 1961 in an effort to create a
mechanism to solve the problems presented by the disparate intelligence estimates being
produced, and the duplicative efforts being engaged in by the Military Departments.

DIA is assigned the responsibility for:

1. The organization, direction, management, and control of all Defense intelligence
resources assigned to or included within the DIA.

2. Review and coordination of those intelligence functions retained by or assigned
to the Military Departments.

*Telecommunications problems are discussed in Chapter V.
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3. Supervision of the execution of all approved plans, programs, policies, and
procedures for intelligence functions not assigned to DIA.

4. Obtaining the maximum economy and efficiency in the allocation and
management of Defense intelligence resources.

5. Responding directly to priority requests levied upon the DIA by the United
States Intelligence Board (USIB).

6. Satisfying the intelligence requirements of the major components of the
Department.

Its charter reveals that DIA was originally intended to (1) provide for the assembly,
integration and validation of all Defense intelligence requirements, the policies and
procedures for collection, and the assignment of relative priorities to the requirements, and
(2) develop and produce all the Department’s intelligence estimates and information and
contribution to the National Estimates for the USIB. It was intended that the Military
Departments would retain the resources to collect and process intelligence information,
under the supervision of DIA.

Concurrent with the establishment of DIA, the Directorate of Intelligence (J-2) of the
Joint Staff was disestablished, and its functions assigned to the Director of DIA. The
established reporting line for DIA was and is through the Joint Chiefs of Staff to the
Secretary of Defense.

The principal problems of the Defense Intelligence Agency can be summarized as too
many jobs and too many masters.

Two areas of conflict are apparent. In addition to his administrative responsibilities as
the Director of a Defense Agency, the Director of DIA must provide the staff assistance on
intelligence matters to the Secretary of Defense and must also provide staff assistance on
intelligence matters to the Joint Chiefs of Staff. On many intelligence issues, particularly
procedural issues with jurisdictional implications, the positions of the Secretary of Defense
and the Joint Chiefs of Staff can be and often are diverse. As staff officer and advisor to
both, the Director of DIA finds himself in an impossible position. The result can be delays
in staff work that, in turn, result in unresolved issues of significant moment.

The second area of conflict is between DIA and the Military Services. DIA is charged
with responsibilities to supervise the collection and processing of inteiligence by the Military
Services, specifically by prescribing procedures, allocating requirements, and reviewing the
total intelligence programs of the Services. Yet the Director of DIA reports directly to the
Joint Chiefs of Staff, comprised in four-fifths majority by the Senior Officers of the four
Military Services for whose intelligence programs the Director of DIA is charged with the
responsibility to provide coordinated supervision. In addition, the Services determine which
officers of what qualification are assigned to DIA, and the services also retain the power of
promotion and future assignment over those so assigned. In consequence, the “supervision”
by DIA of intelligence collection and processing by the Services, and DIA’s fiscal control is
largely impotent and its visibility of the Service intelligence programs obscured.

While the DIA was established primarily to consolidate the intelligence activities at the
Washington level, each Military Department currently has a larger intelligence staff than it
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had before the creation of DIA. Each departmental staff is still engaged in activities clearly
assigned to DIA. The Military Departments justify these activities on the basis that DIA does
not have the capability to provide the intelligence they need. It is paradoxical that DIA
cannot develop a capability to perform its assigned functions while the Military
Departments, which provide a large proportion of DIA personnel, maintain the required
capability to produce intelligence estimates - or more properly, threat assessments - which
are crucial to decisions on weapon systems research and development. DIA is charged with
the responsibility, but has never been organized to discharge it. The Military Departments
produce such estimates and the Air Force, at least, intends to enlarge its capability.

Each Military Department has a large organization devoted primarily to Mapping,
Charting, and Geodesy (MC&G) activities: The Army Topographic Command of the Corps
of Engineers; The Naval Oceanographic Office under the Oceanographer of the Navy; and
The Aeronautical Chart and Information Center reporting to the Chief of Staff of the Air
Force.

DIA attempts to coordinate these activities to eliminate duplication and set priorities for
production. However, DIA coordinates through the intelligence elements of the
Departmental staffs and only the Air Force MC&G agency is within the staff purview of its
intelligence staff. The Army and Navy MC&G elements are in agencies which are not a part
of the intelligence community.

While MC&G activities make use of intelligence information, they are not intelligence
activities. Savings can be accomplished in personnel and equipment by consolidating the
three Service MC&G agencies in a single agency reporting to the Secretary of Defense.

VII. ORGANIZATION OF THE COMBATANT COMMANDS

The Combatant Forces of the United States and their direct support are assigned to
eight Unified and Specified Commands: Alaskan Command, Atlantic Command,
Continental Air Defense Command, European Command, Pacific Command, Southern
Command, Strategic Air Command, and Strike Command.

This Unified and Specified Command structure has evolved during the period since
World War II. As now designated and assigned the Alaskan Command is the oldest of the
existing Unified Commands, dating from January 1, 1947, and Southern Command the
newest (June 1963).

The Statutory authority for the establishment, composition, mission assignment,
assignment of forces, administration and logistics dates from 1958, and provides:

“With the advice and assistance of the Joint Chiefs of Staff, the President, through
the Secretary of Defense, shall establish unified or specified combatant commands
for the performance of military missions, and shall determine the force structure of
such combatant commands to be composed of forces of the Department of the
Army, the Department of the Navy, the Department of the Air Force, which shall
then be assigned to such combatant commands by the departments concerned for
the performance of such military missions. Such combatant commands are
responsible to the President and the Secretary of Defense for such military missions
as may be assigned to them by the Secretary of Defense, with the approval of the
President. Forces assigned to such unified combatant commands or specified
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combatant commands shall be under the full operational command of the
commander of the unified combatant command or the commander of the specified
combatant command. All forces not so assigned remain for all purposes in their
respective departments. Under the direction, authority, and control of the Secretary
of Defense each military department shall be responsible for the administration of
forces assigned from its department to such combatant commands. The
responsibility for the support of the forces assigned to combatant commands shall
be vested in one or more of the military departments as may be directed by the
Secretary of Defense. Forces assigned to such unified or specified combatant
commands shall be transferred therefrom only by authority of and under procedures
established by the Secretary of Defense, with the approval of the President.”

The existing structure consists of functional* and area** commands, and a mixture of
both*** Command is distributed among the Military Departments as follows: Army -
European Command (EUCOM), Southern Command (SOUTHCOM), and Strike Command
(STRICOM); Navy - Pacific Command (PACOM), and Atlantic Command (LANTCOM); and
Air Force - Strategic Air Command (SAC), Continental Air Defense Command (CONAD),
and Alaskan Command (ALCOM). Interestingly, very few Navy forces are assigned to
Unified Commands in which the Unified Commander is not a Naval Officer, except for the
6th Fleet assigned to EUCOM. Equally significant, all of the Army forces in PACOM, which
are commanded by a Naval Officer, fall under sub-unified commands commanded by other
than Naval officers and the overwhelming proportion of Army forces in PACOM fall under
sub-unified commands which are commanded by Army officers.

The makeup of the Unified Command structure is significantly influenced by various
mutual security agreements and arrangements to which the United States is a party. The
most influential is the North Atlantic Treaty Organization (NATO), and of another type is
the United Nations Command, Korea. The United States Unified Command structure is
intended to mesh with the “combined” command structure which would exercise
“operational command” of the multilateral forces should combined operations be
undertaken.

The missions assigned to the Unified and Specified Commands, while encompassing a
host of varied tasks, may be generally summarized in five categories:

(1) Combat operations as required, either strategic or non-strategic, across the
whole spectrum of intensities;

(2) Security of a specified geographical area, ranging from protecting and evacuating
U.S. citizens to countering an armed attack;

(3) Preparation of plans for a wide variety of possible combat operations
(contingency planning);

(4) Direction of military assistance matters; and

*Continental Air Command and Strategic Air Command.
**Southern Command.
*#**Alaskan Command, Atlantic Command, Pacific Command, European Command, and Strike Command.
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(5) Providing U.S. military representation and participation in multilateral treaty
organizations.

Serious questions persist about the suitability of the Unified Command structure for the
conduct of war, either general or localized, for the conduct of peacetime activities, or for
the handling of recurring crises. An examination of the primary missions of the present
commands and some of the specific problems indicates that the present structure is not
effective, and probably would have to be radically changed to support a major war effort.

CONAD is charged with responsibility for the defense of the North American Continent.
Although CONAD prepares plans for such defense, strategic offensive forces operate in the
same geographic area under SAC. The Commander-in-Chief, CONAD also serves as
Commander of the North American Air Defense Command, which is a joint United States -
Canadian Command.

SAC, the only Specified Command, is charged with the primary responsibility for the
strategic offensive mission. However, since the deployment of Polaris submarines, a strategic
offensive mission has been assigned to the Atlantic, European and Pacific Commands. The
Joint Chiefs of Staff have established a joint planning group to effect better coordination in
target planning and assignment. The Commander-in-Chief, SAC also serves as Director of
this joint planning activity.

Each of the other six Unified Commands has a mission oriented to a designated
geographic area, and each Unified Commander is charged with preparing contingency plans
for his area. The Unified Commmnder, however, is not given adequate guidance as to what
forces will be available to him over and above those assigned. As a result, the plans of two or
more Unified Commands for contingencies which can materialize simultaneously, may well
be based on the assumption that each will employ the same forces. The Joint Chiefs of Staff
review the contingency plans of the Unified Commands, but do not effectively resolve the
basic problems of conflict in force requirements.

An example of the confusion that can be created in the present Command structure
occurred in the Arab-Israeli War of 1967, when the U. S. Military was directed to evacuate
U. S. Nationals. The crisis was in the area of responsibility of STRICOM; however, a
decision was made to perform the evacuation with airlift assets assigned to EUCOM. In
anticipation of commanding the evacuation, STRICOM sent a command aircraft with a
command and control element aboard to Europe. Because of indecisions as to whether
STRICOM should command the evacuation, the aircraft was first stopped at the Azores then
was allowed to proceed to Greece, at which point it was decided that EUCOM should
command. The STRICOM Command aircraft was assigned to EUCOM, and EUCOM was
directed to execute the STRICOM evacuation plans.

The Alaskan Command is assigned a geographic area of responsibility, but the principal
mission of the Commander-in-Chief, ALCOM is not as a Unified Commander, but rather as a
subordinate commander under NORAD in the defense of the North American Continent.

The Atlantic Command has no Army or significant Air Force forces assigned (one small
Air Force unit, designated Iceland Defense Force) and tends to be oriented towards a
general war maritime role as distinguished from a perhaps more probable contingency
involving land operations in its geographic area of responsibility. The Commander-in-Chief,
LANTCOM (CINCLANT) is also the Supreme Allied Commander, Atlantic, under NATO,
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and is responsible for operations in support of EUCOM on a unilateral U.S. basis, if
required. CINCLANT also has a strategic offensive mission resulting from the assignment of
Fleet Ballistic Missile submarines to his Command.

EUCOM and PACOM are primarily oriented to contingencies in their respective
geographic areas, although each has Fleet Ballistic Missile submarines and a resulting
strategic retaliatory role. The Commander-in-Chief, EUCOM, is also Supreme Allied
Commander, Europe, under NATO and is responsible for planning for the defense of Europe

N with U.S. forces integrated with other NATO forces or for unilateral U.S. operations, as
required. CINCPAC is engaged heavily in military assistance and advisory activities.

SOUTHCOM is primarily responsible for the defense of the Panama Canal, military
assistance activities in Latin America and planning for contingency operations which might
be required in Latin America.

STRICOM was established to provide a capability for the rapid deployment of combat
forces to overseas areas as required. In addition, STRICOM is assigned responsibility for the
Middle East/Southerm Asia and Africa South of the Sahara.

Within the major Unified Commands, there are sometimes created “Sub-Unified
Commands.” A number of such “Sub-Unified Commands™ now exist, such as the Military
Assistance Command, Vietnam (MACV), the Military Assistance Command, Thailand
(MACTHAI) and the U.S. Forces (Korea) Command, all of which fall under the
Commander-in-Chief, Pacific (CINCPAC), the major Unified Command.

The responsibilities for forces assigned to the Unified and Specified Commands are
divided between the Commanders and the Military Departments. The Commanders exercise
“full operational command” which includes the responsibility to specify the composition of
subordinate forces, assign tasks to these forces, designate objectives and exercise full
authoritative direction necessary for accomplishment of their assigned missions. The
Military Departments provide the operational forces to the Unified and Specified
Commands and have the responsibility to select, train, equip, supply, administer (e.g.,
handle assignments, rotation and promotions), and discipline such forces.

Each Unified Commander has a joint staff, comprised of officers from all Military
Services which have forces assigned to the Command. The staff of the Unified Commander
is the only element within the command over which the Unified Commander has total
* command authority — including disciplinary authority and administrative and logistics
responsibility. The Unified Commander has no direct responsibility for such functions as
supplying, administering and disciplining the combatant and direct support forces assigned
to his command, but only exercises “operational command,” or as it is more descriptively
used, “operational control” over these forces. The Unified Commander reports through the
Joint Chiefs of Staff to the Secretary of Defense, and receives his directions through the
same channel,

For each Military Service which has forces assigned to the Unified Command, there is a
component command, to which the forces provided by a Military Department to the
Unified Command are actually assigned. The Unified Commander exercises “‘operational
command” through the component commanders. On matters other than “operational
command,” such as supply, equipping, maintenance, administration and discipline, the
component commander receives supervisory direction from and reports to the Military
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Department to which he and his assigned forces belong. With respect to these latter
functions, the component commander’s chain of authority runs up to the Chief of his
Service and to the Secretary of his Military Department and does not run through the
Unified Commander.

This deficiency was pointed out clearly by President Eisenhower in his message to the
Congress on the Defense Reorganization Act of 1958. He stated: “Because I have often
seen the evils of diluted command, I emphasize that each Unified Commander must have
unquestioned authority over all units of his command. . . . Today a unified command is
made up of component commands from each military department, each under a commander
of that department. The commander’s authority over these component commands is short
of the full command required for maximum efficiency.”

What President Eisenhower referred to as “Diluted Command” was at that time defined
officially as “Operational Control.” In response to Presidents Eisenhower’s message, the
Defense Reorganization Act of 1958 vested in the Unified Commander “full operational
command,” clearly indicating a Congressional intent to overcome the deficiencies of
authority for the Unified Commander cited by President Eisenhower. In Unified Action
Armed Forces (JCS Pub. 2) which sets forth principles, doctrines and functions governing
the activities and performance of Forces assigned to Unified Commands, the JCS now define
“Operational Command” as being synonymous with “Operational Control”.

Despite the establishment of the unified command concept in the Defense
Reorganization Act of 1958, as requested by President Eisenhower, the relationship and
relative authority between the Unified Commander and the component commander, and
between the component commander and his Military Department, remain substantially
unchanged.

The net result is an organizational structure in which “unification” of either command
or of the forces is more cosmetic than substantive. The resultant organizational structure is
also layered with large headquarters and headquarters’ staffs.

In the case of a Sub-Unified Command, such as MACYV, the “operational command”
runs from CINCPAC directly to MACV, not through CINCPAC’s component commanders,
(U.S. Army Forces, Pacific (USARPAC), U.S. Air Forces, Pacific (PACAF) and the Pacific
Fleet (PACFLT)), as it does to most other forces in the Pacific. The “‘supervisory” direction
for such matters as supply, maintenance, administration and discipline, however, passes
down a line from the Military Departments to the appropriate major component command
(USARPAC, PACAF or PACFLT) and to the corresponding component command of the
Sub-Unified Command, (e.g. U.S. Army, Vietnam; Navy Forces, Vietnam; or the 7th U.S.
Air Force).

One of the most significant factors relating to the internal organization of the Unified
Command is the fact that only at the single-Service component command level of either the
major or Sub-Unified Command is the total command authority which can be vested in a
military commander brought together by merging the “supervision™ originating in the
Military Department and the “operational command” flowing from the Secretary of
Defense through the Joint Chiefs of Staff and the Unified Command.

It is of more than passing interest to note that General Creighton Abrams, and before
him General William Westmoreland, as the Sub-Unified Commander in Vietnam,
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(COMUSMACY) chose to be his own Army component commander.

In a further attempt to overcome the deficiencies in this organizational structure,
COMUSMACY has designated one component command as Executive Agent for logistics
responsibilities relating to common use items for forces from all military services within
each corps area in Vietnam. (The Army component is Executive Agent for II, III and IV
Corps areas, and the Navy for I Corps area).

The capability and effectiveness of the combatant forces would be improved by
organizing them into a structure with commands that are mission oriented and with
operational command lines that are direct, clear and unambiguous. The structure
should: (1) assure that all combatant forces are truly unified as necessary to perform the
command mission; (2) make realistic operational planning possible; (3) consider present
international mutual security arrangements; and (4) reduce the number of staffs and staff
sizes to the minimum consistent with actual needs.

The combatant commands which have a functional mission, CONAD and SAC, are
dedicated to deterring, and if deterrence fails, to fighting a general war. The six commands
which are oriented to geographic areas are equipped primarily for limited war. Three of
them (LANTCOM, PACOM and EUCOM) are assigned Fleet Ballistic Missile submarines
which have a deterrent and general war role.

The forces which provide the prime deterrent against general war must be reserved solely
for that mission, because their use and attrition in limited war would reduce an aggressor’s
incentive for keeping the war limited.

The natute of the weapons, the planning requirements and the concept of operations for
forces dedicated to deterrence and general war are radically different from those for limited
war. The weapons systems for general war are designed to defend the United States and to
have the capacity to inflict the maximum destruction on the enemy in a short time span. All
general war forces must function together in a highly coordinated manner and in accordance
with a carefully prepared plan. Recent advances in technology have increased the capability
of the forces assigned to CONAD in a way which requires closer coordination than can
reasonably be expected between two separate commands in planning for, and employing
CONAD and SAC forces in the same physical space. Joint planning alone cannot insure the
adherence to operational concept and the degree of coordination required in
implementation when the forces concerned are assigned to five different commands, as our
strategic forces are now.

All forces which are dedicated to deterrence and equipped for general war should be
under a single commander who can establish doctrine for his forces and assure that they are
properly trained and kept in a high state of readiness.

The forces for limited war must be highly mobile; their weapons must be capable of
being rapidly moved to trouble spots and employed in a selective manner. It is not possible
to plan precisely for limited war. Therefore, contingency plans must be rapidly adjusted to
the developing situation. With the forces designed for limited war assigned to six separate
commands, it is not possible to achieve the coordinated planning, flexibility in resource
allocation and mission assignment, and the training required to assure the capability to react
rapidly and effectively to a crisis situation.
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The general purpose forces, like the strategic forces, should be placed under a single
commander who would be responsible for the contingency planning for the employment of
all general purpose forces. He would establish doctrine for his forces and assure that they
were properly trained, appropriately deployed, and kept in a high state of readiness. Current
mutual security agreements make it necessary to maintain subordinate unified commands in
the Pacific and European areas. All other general purpose forces should be placed in a single
command in the United States, where they could be rapidly deployed in a crisis situation.

At times, it may be necessary to maintain or establish a special subordinate unified
command for the execution of specific missions in a geographically localized area, as for
example, in Southeast Asia at the present time. The Commander of such a subordinate
Unified Command should normally report directly to the overall Commander of general
purpose forces.

There is substantial room for improvement and greater integration of management
throughout the supply, maintenance and transportation systems of the Department. The
most critical need for improved effectiveness is in the support of the Unified Commands.

The logistics system of the Department of Defense, in activities other than procurement
and the initial warehousing phase, is decentralized and fragmented in functional assignment.
Efforts of the Congress and the Office of the Secretary of Defense to improve efficiency and
effectiveness of these activities through standardization of procedures and approaches have
achieved very limited results. As a consequence, the current inventory management,
distribution, maintenance and transportation systems are needlessly inefficient and wasteful,
and even more important, fall far short of the potential for effectiveness of support of
combatant commanders.

Integration of supply, maintenance and transportation functions for the support of
Unified Commands can substantially improve the effectiveness of logistics support, while at
the same time achieving greater efficiency and economy. In addition, this integration will
greatly enhance the capabilities for logistics planning for contingencies, which currently is
very weak due to fragmentations of logistics functions and responsibilities. A unified,
vertically oriented supply and transportation system, including maintenance, should be
organized for support of all combat forces, both those overseas and those held in the United
States ready for overseas deployment.*

The organizational structure of the major Unified Commands contributes significantly
to deficiencies in two procedural areas.

The channel for submission of requirements which can lead to materiel developments
(variously called Operations Capability Objectives by the Army, General Operational
Requirements by the Navy, and Required Operational Capabilities by the Air Force), to the
extent they originate at all with operating commands, bypasses the Unified Commander and
the ““Operational Command” chain. To the extent there is one, the requirements flow is
from the major component commander to the Military Service. As a consequence, the senior
elements of the “operational command” chain - now the Secretary of Defense, the Joint
Chiefs of Staff and the Unified Commander -- who have the total mission awareness, have no

*Logistics problems are covered more fully in Chapter II.
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opportunity for review and coordination of the requirements submissions, until after the
requirements submissions have been processed and validated by the Military Services, if at
all.

Secondly, there is no effective means for the Unified Commanders to participate in the
programming and budgeting process. Presumably, the Unified Commander would be the
most knowledgeable source of advice on the force structures, strengths, and equipments
necessary to perform the mission assigned to his command for execution. The component
commanders participate to an extent in some review processes of the Service budget
submissions prepared by the Military Departments. Also, the Joint Chiefs of Staff solicit the
views of the Unified Commanders on their requirements prior to the beginning of the Joint
Chiefs’ annual planning process which culminates in the Joint Strategic Objectives Plan.
Neither of these processes, however, provides the senior joint commanders of combatant
forces ~ the Unified Commanders ~ with any effective mechanism for influencing the
programming and budgeting process, nor for materially affecting the planning process
except in the area of contingency plans.

The existing command structure provides little flexibility and a considerable potential
for confusion in crisis situations. For example, misunderstandings concerning forces to be
used and to whom they are assigned; command relationships which are ambiguous, and
which require extensive coordination between parallel commanders; confusion over the lines
dividing areas of responsibility and jurisdictions; and the increased potential for mishaps
created by the assignment of one command to execute the plans prepared by another. The
inevitable delays occasioned by the layering of commands literally invite National Command
Authorities to bypass some elements of the command chain.

The present combatant command structure does not facilitate the solution of many
serious problems which materially affect the security of the nation: there is inadequate
coordination between the strategic defensive and strategic offensive forces which must
operate in the same physical space; the strategic offensive mission is split between four
commands, SAC, EUCOM, LANTCOM and PACOM; the six area commands do not
individually have a proper purview to permit realistic contingency planning.

The present structure of eight Unified and Specified Commands and a large number of
subordinate Unified Commands has proved cumbersome, imposes too broad a span of
control for a single decision point in time of peace, is excessively layered, unwieldy and
unworkable in crises, and too fragmented to provide the best potential for coordinated
response to a general war situation. Without exception, every crisis within the last decade
that has involved the movement of forces has required both an ad hoc organizational
rearrangement and ad hoc planning.*

VIII. RECOMMENDATIONS

Based on the preceding discussion of organizational considerations and problems, and on

*Vietnam, Cuba Missile- Crisis (1962), Panama Riots (1964), Tonkin Gulf Crisis (1964), Congo Rescue Mission (1964),
Dominican Republic Crisis (1965), Arab-Israeli War (1967).
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the findings presented in the remaining Chapters of this Report, the Panel offers the
following recommendations with respect to the Defense Department’s organizational
structure.

Rekggkkchkdfhf R R FkhfxFhfgpRRgoRRRRRkRBRRFRRPRERRRRRRRR KSRk FdohfRR Rk kR Fk ik

I-1 The functzons of the Department of Defense should be divided into three major
groupings:

(a) Military Operations, including operational command, intelligence, and
communications (herein called Operations);

(b) Management of personnel and materiel resources (herein called Management of
Resources); and

(¢) Evaluation type functions, including financial controls, testing of weapons,

analysis of costs and effectiveness of force structures, etc, (herein called Evaluation).
dkkRRFF TRk F Tk kR f R R KRR R TR R KRR T FRF e fF kR hFRd kg kfgRk kR
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I-2 Each of these major groups should report to the Secretary of Defense through a separate
Deputy Secretary. Appointees to these three positions should be drawn from civilian life,
and should rank above all other officers of the Department of Defense except the
Secretary. ¥ One of the three should be designated principal deputy. The General Counsel,
the Assistant to the Secretary of Defense (Atomic Energy), the Assistant Secretary of
Defense (Public Affairs), and the Assistant to the Secretary of Defense (Legislative Affairs)
would continue to report directly to the Secretary of Defense. The staff of the Office of the
Secretary of Defense should not exceed 2,000 people.

FeeRgRf g R p R Rk RF R R SRR LR RRRRE R RS RS RFRFRR R R RR IR R Rk h R Fdk
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I-3 The Deputy Secretary of Defense for Management of Resources should be delegated
responsibility for the following functions:

(a) The Military Departments, which should continue under the immediate
supervision of their Secretaries;

(b) Research and Advanced Technology;
(c) Engineering Development,

(d) Installations and Procurement (a modification of the present Installations and

*This would not lower the reporting level of any officer in the Department, since all officers now report to the Deputy
Secretary or to a lower level, The only change would be to divide the functions of the present Deputy Secretary to permit
a sharper functional focus. No new organizational layer would result.
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Logistics);

(e) Manpower and Reserve Affairs;

(f) Health and Environmental Affairs;

(g) Defense Supply Agency; and

(h) Advanced Research Projects Agency.

There should be an Assistant Secretary of Defense for each of the functions (b) through

(f) inclusive, who reports and provides staff assistance to the Secretary of Defense through
the Deputy Secretary of Defense (Management of Resources). The position of Director,
Defense Research and Engineering should be abolished, and his functions reallocated
between the Assistant Secretary of Defense for Research and Advanced Technology and the

Assistant Secretary of Defense for Engineering Development.

Functions (g) and (h) should continue to be constituted as Defense Agencies, each under
the immediate supervision of a Director.

The Advanced Research Projects Agency should be delegated the responsibility for all
research and exploratory development budget categories. Funds for such research should be
budgeted directly to this Agency, and the Agency should be authorized to assign or contract

for work projects to laboratories of the Defense Department or in the private sector, as

appropriate.
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I-4 The Deputy Secretary of Defense for Operations should be delegated responsibility for
the following functions:

(a) Military Operations;

(b) The Unified Commands;

(c) Operational Requirements;

(d) Intelligence;

(e) Telecommunications (and Automatic Data Processing);
(f) International Security Affairs;

(g) Defense Communications Agency; and

(h}) Civil Defense Agency (if Civil Defense is to be retained in the Department of
Defense).

Three new major Unified Commands should be created: (1) A Strategic Command,
composed of the existing Strategic Air Command, the Joint Strategic Target Planning Staff,
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the Continental Air Defense Command, and Fleet Ballistic Missile Operations; (2) A Tactical
(or General Purpose) Command, composed of all combatant general purpose forces of the
United States assigned to organized combatant units; and (3) A Logistics Command, to
exercise for all combatant forces supervision of support activities, including supply
distribution, maintenance, traffic management and transportation. No Commander of a
Unified Command should be permitted to serve concurrently as Chief of his Military
Service.

The responsibilities now delegated to the Joint Chiefs of Staff by the Secretary of
Defense to serve as military staff in the chain of operational command with respect to the
Unified Commands, and all other responsibilities so delegated which are related to military
operations and the Unified Commands, should be assigned to a single senior military officer,
who should also supervise the separate staff which provides staff support on military
operations and the channel of communications from the President and Secretary of Defense
to the Unified Commands. This officer should report to the Secretary of Defense through
the Deputy Secretary of Defense {Operations). This senior military officer could be either
the Chairman of the Joint Chiefs of Staff, as an individual, not ex-officio, the Commander
of the Tactical Command, or some other senior wmilitary officer, as determined by the
President and the Secretary of Defense.

There should be an Assistant Secretary of Defense for each of the functions (c) through
(f), inclusive, who reports and provides staff assistance to the Secretary of Defense through
the Deputy Secretary of Defense (Operations). The Defense Communications Agency and
the Civil Defense Agency would each be under the immediate supervision of a Director.

All intelligence functions of the Department of Defense and all communications
functions should report to the Secretary of Defense through the Deputy Secretary of

Defense for Operations.
Fedeak ke RR kg kR RF R FRAfFRRFRFRFRFRFRRFRFRFRR R RRR R LT pR R LRk R RN
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I-5 The following steps should also be taken:

(a) To provide the staff support on military operations, and the channel of
communications from the President and the Secretary of Defense to the Unified Commands,
an operations staff, separate from all other military staffs, should be created.

(b) The responsibilities now delegated to the Joint Chiefs of Staff by the Secretary
of Defense to serve as military staff in the chain of operational command with respect to the
Unified Commands, and all other responsibilities so delegated which are related to military
operations and the Unified Commands, should be rescinded; and consideration should be
given to changing the title of the Chief of Naval Operations to Chief of Staff of the Navy.

(c) All staff personnel positions in the Organization of the Joint Chiefs of Staff and
in the headquarters military staffs of the Military Services which are in support of activities,
such as military operations, which are recommended for transfer to other organizational
elements, should be eliminated.

(d) The Organization of the Joint Chiefs of Staff should be limited to include only
the Joint Chiefs of Staff and a reconstituted Joint Staff limited in size to not more than 250
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officers augmented by professional civilian analysts as required.

(e) The Unified Commanders should be given unfragmented command authority for
their Commands, and the Commanders of component commands should be redesignated
Deputies to the commander of the appropriate Unified Command, in order to make it
unmistakably clear that the combatant forces are in the chain of command which runs
exclusively through the Unified Commander;

(f) In consolidating the existing area Unified Commands into the Tactical
Command, major organizational and functional advantages will be obtained by:

(1) Merging the Atlantic Command and the Strike Command;

(2) Abolishing the Southern Command and reassigning its functions to the
merged Atlantic and Strike Commands;

(3} Abolishing the Alaskan Command and reassigning its general purpose
function to the Pacific Command and its strategic defense functions to the Strategic
Command; and

(4) Restructuring the command channels of the sub-unified commands. *

(g) The responsibilities related to civil disturbances currently delegated to the Army
should be redelegated to the Tactical Command; and

(h) The Unified Commanders should be given express responsibility and capability
for making recommendations to the Deputy Secretary of Defense for Operations, for
operational capabilities objectives and for allocations of force structures needed for the

effective accomplishment of the missions assigned to their Commands.
g kkakkRkkkfkkkghokkkddkkhfpRfhfekddkgekfaRhdekhhfkhkfhkhhedpfRhphhhkokkkdhkf
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1-6 The Deputy Secretary of Defense for Evaluation should be delegated the responsibility
for the evaluation and control-type activities, including:

(a) Comptroller (including internal audit and inspection services);

(b) Program and Force Analysis (a modification of the present Systems Analysis
Unit);

(c) Test and Evaluation;

(d) Defense Contract Audit Agency; and

*The total recommendations for changes in the Unified Command structure would result in a net reduction in the number of
Combatant Command Headquarters and should result in a substantial reduction in the total number of personnel required to
staff the structure.

57




DOCID: 3985875

(e) Defense Test Agency.

There should be an Assistant Secretary of Defense for each of the functions (a) through
(c) inclusive, who reports and provides staff assistance to the Secretary of the Defense
through the Deputy Secretary of Defense for Evaluation.

The Defense Contract Audit Agency should be continued as a Defense Agency, under
the immediate supervision of a Director.

A Defense Test Agency should be created to perform the functions of overview of all
Defense test and evaluation, designing or reviewing of designs for test, monitoring and
evaluation of the entire Defense test program, and conducting tests and evaluations as
required, with particular emphasis on operational testing, and on systems and equipments
which span Service lines. The Defense Test Agency should be under the supervision of a
civilian Director, reporting to the Secretary of Defense through the Deputy Secretary of

Defense for Evaluation.
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I-7 The number of Assistant Secretaries in each of the Military Departments should be set
at three, and except for the Assistant Secretaries (Financial Management), they should serve
as senior members of a personal staff to the Secretaries of the Military Departments without
the existing limitations of purview imposed by formal functional assignments. The Assistant
Secretary (Financial Management) should become the Comptroller of the Military
Department, with a military deputy, as in the current organization in the Department of the
Navy.

The Secretariats and Service Military Staffs should be integrated to the extent necessary
to eliminate duplication, the functions related to military operations and intelligence should
be eliminated; line type functions, e.g., personnel operations, should be transferred to
command organizations; and the remaining elements should be reduced by at least thirty
percent. (A study of the present staffs indicates that the Secretariats and Service staffs

combined should total no more than 2,000 people for each Department).
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E8 Class II activities (Army), Field Extensions (Air Force), and Commands and Bureaus
(Navy), all of which are line, rather than staff in character, which are now organizationally
located under the direct supervision of staff elements in the headquarters military staffs of
the Services, should be transferred to existing command-type organizations within the

Services.
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I-9 The Defense Atomic Support Agency should be disestablished. Its functions for nuclear
weapons management should be transferred to the operations staff under the Deputy
Secretary of Defense for Operations, and its weapons effects test design function should be

transferred to the Defense Test Agency.
Aok RR kR RFFRR R KRR RF R R R R R R R PR ERFRERRFRFRRERFRRR RN FRFRF TR RR kR R

58



DOCID: 3985875

Aok ak ok ok b e kR kR ek R R Rk Rk R R R R Rk Ak Rk Atk ek R ek ke

I-10 The administration functions presently assigned to the Assistant Secretary of Defense
(Administration) should be assigned to a Director of Pentagon Services, reporting to the
immediate office of the Secretary of Defense. He should be responsible for operating the

facilities and providing administrative support for the Washington Headquarters.
e e e e Ak A A e Aok A 3 A o A ok Ak A 9k Ak A A A A0 A o ok ak o ak sk 3k A Ak g ok A Ak A R Ak b ok A b Ak ok kb e ak gk Sk ok A A Ak b b Ak kb bk ke ok b kR b ok

A o afc 3 3 3 ok ol o e ek Ak o A e k3 A ok o Ak ok ok ak Ak ok Ak kb e dk e bk sk b ek Ak b ak sk kb kb kAt kb b e e e Rk Rk sk ak kb b e b Ak ok ke ok

I-11 A separate program category™ should be established for public affairs activities in the

Department of Defense.
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1I-12 A Net Assessment Group should be created for the purpose of conducting and
reporting net assessments of United States and foreign military capabilities and potentials.
This group should consist of individuals from appropriate units in the Department of
Defense, consultants and contract personnel appointed from time to time by the Secretary

of Defense, and should report directly to him,
EX XX IR 2R LR R L RS E R A SRR R AR R R EEE R R R LR R AR S R R R R L E R
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I-13 A Long-Range Planning Group should be created for the purpose of providing staff
support to the Secretary of Defense with responsibility for long-range planning which
integrates net assessments, technological projections, fiscal planning, etc. This group should
consist of individuals from appropriate units in the Department of Defense, consultants and
contract personnel appointed from time to time by the Secretary of Defense, and should

report directly to him.
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I-14 A coordinating Group should be established in the immediate office of the Secretary
of Defense. The responsibilities of this Group should be to assist the Secretary of Defense
and the Deputy Secretaries of Defense in coordinating the activities of the entire
Department in the scheduling and follow-up of the various inter-Departmental liaison
activities; to staff for the Secretary the control function for improvement and reduction of
management information/control systems needed within the Department and required from
Defense contractors; and to assure that each organizational charter of the Office of the
Secretary of Defense is properly scoped and coordinated and in accordance with the
assigned responsibility of the organization. The responsibility for the Department’s
Directive/Guidance System, currently assigned to the Assistant Secretary of Defense
(Administration), should be assigned to this group. The coordinating group should be

*Program categories are those categories of activities used for internal planning and management in the Department, e.g.,
strategic offensive forces, strategic defensive forces, research and development, intelligence, etc.
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headed by a civilian Director, who should also serve as executive assistant to the Secretary
of Defense.
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I-15 The Army Topographic Command, the Naval Oceanographic Office and the
Aeronautical Chart and Information Center should be combined into a unified Defense Map
Service reporting to the Secretary of Defense through the Deputy Secretary of Defense for

Management of Resources.
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CHAPTER I
MANAGEMENT OF MATERIEL RESOURCES

I. GENERAL

The modern history of military organizations and operations demonstrates that the
materiel support of the forces is of ever-increasing relative -importance, and presents
complex defense management problems.

. Advances in science and technology comprise the initiating source of this trend.
Weapons, communications, transportation - all have been affected significantly by
revolutionary advances in the state-of-the-art; and each advance has been accompanied by
great increases in complexity of development, acquisition, maintenance, operation and in
cost,

In short, modern military organizations have become “hardware” oriented and
dependent. Military hardware requires an increasing amount and proportion of total defense
resources, aggravating a host of inseparable, associated management problems.

Materiel management in the Department of Defense can be divided into two distinct
overall areas of activity. The first is acquisition related, and includes functions associated
with research, development, test and evaluation, and procurement. The second phase is
post-procurement, and includes supply, maintenance, and transportation.

Although those activities connected with acquisition are more often in the focus of
public and Congressional attention, both areas are critical to combat effectiveness and both
have a significant cost impact.

The growing size of hardware-related expenditures, particularly for acquisition, has been
matched by broadening Congressional attention. For instance, the coverage of authorizing
legislation, which basically deals with investment items, has been expanded so that it now
extends to all research, development, test and evaluation and to all procurements except
ammunition, electronics, and general materiel.

a Congressional concern with the post-acquisition phase of materiel management is
"~ demonstrated by the breadth of consolidation authority for logistics functions vested by
Congress in the Secretary of Defense by the 1958 Amendment to the National Security Act.

The most severe problems in the acquisition of materiel occur when production is
dependent on new development, not with off-the-shelf procurements.

Military hardware development programs continue to be plagued by the now familiar
symptoms of trouble:

(1) Major cost growths or overruns;
(2) Schedule slippages; and

(3) Failures in performance.
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Uncertainty is inherent in the nature of programs which involve advances in technology,
and this uncertainty makes it inevitable that some degree of cost growth, delays and
short-falls in desired performance will occur in some programs. The frequency and
magnitude of such problems which have been experienced, however, surpass significantly
those which can be attributable to unavoidable causes. It is clear that a substantial portion
of the acquisition problems must be attributed to management deficiencies.

The problems - and resulting deficiencies - in hardware development programs are clearly
too myriad and complex to yield to any single solution, but a combination of changes in
policy and procedures can achieve significant improvements in costs, time, and performance.
Deficiencies in any part of the process - establishment of the technological base, formulation
of requirements, acquisition philosophy, cost estimating, testing, contracting, program
management, etc. - can adversely affect an entire program. If repetitions of the weapon
systems debacles of the past are to be avoided in the future, each element of the policies and
procedures followed in the past must be carefully examined and constructively revised.
Equally crucial is the necessity for strong, continuing management to assure that the
execution of the revised policies and procedures is responsive.

Even an effective change in policies and procedures cannot be expected to produce
immediate benefits, however, for the most meaningful potential improvements in the
acquisition process fall in the initial stages of development programs. The duration of
development programs is measured in years, and an improvement in the process will produce
the most meaningful results in programs initiated after the changes are instituted.

II. RESEARCH AND DEVELOPMENT

Research and Development (R&D) by the Department of Defense inay be broken down
according to activity (budget category subdivisions) and by performer or by mission (Five
Year Defense Program, program elements). '

The types of activity, or budget category subdivisions, are as follows:
Within Budget Category VI, Research and Development:

6.1 Research: includes all basic research and that applied research directed toward
expanding knowledge in the several scientific areas;

6.2 Exploratory Development: includes studies, investigations and minor develop-
ment efforts, varying from applied research to sophisticated breadboard
hardware and is oriented to specific military problem areas;

6.3 Advanced Development: includes all projects for development of hardware for
experimental test;

6.4 Engineering Development: includes development programs in which items are
engineered for military use, but which have not been approved for procurement
or operation;

6.5 Management and Support: includes the overhead expense for the other
subdivisions of research and development;
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6.6 Emergency Fund: available for use in any category at the discretion of Secretary
of Defense; and

From other than Budget Category VI:

Operational Systems Development: includes development, engineering and test of
systems, support systems, vehicles and weapons (Engineering Development) that
have been approved for production and deployment.

The breakdown of research and development by performer includes (1) Private Industry,
(2) Government In-House, (3) Federal Contract Research Centers (FCRCs), (4) Universities
and (5) Foreign Performers. Since the second type of performer, (Government In-House),
does not usually include Civil Service salaries in the allocation of funds reported,
percentages of effort by category are at best, rough estimates. However, taking such salaries
into consideration, it is estimated that R&D funds are distributed among performers as
follows: Industry, about 62%; Government In-House, about 30%; FCRCs, about 3.5%;
Universities, about 3%; and the Foreign Performers, about one-tenth of one percent. The
emergency fund, for which performers vary from year to year according to allocation,
accounts for one percent or less of the total R&D funds.

Mission breakdowns are by program categories. These include Strategic Programs,
General Purpose Programs, Other Programs (Communications, Intelligence, etc.),
Technological Base and Support. These subdivisions are quite imprecise, and only
moderately useful for analysis purposes.

A. Technological Base

One of the most critical distinctions to be made is that between research and
development to advance the general technological base related to military needs and the
remainder of research and development which is oriented to specific military applications.
There is an elusive boundary between the two. Generally, R&D to advance the technological
base is acknowledged to fall in the budget categories of Research (6.1) and Exploratory
Development (6.2), and to a small extent, in Advanced Development (6.3). It should be
noted that the Exploratory Development category is not altogether limited to advancing the
technological base. (The budget categories of Research (6.1) and Exploratory Development
(6.2) are controlled by level funding, e.g., funds are appropriated to support a level of
activity rather than being justified on an individual project basis as are the other R&D
categories).

There are several significant characteristics of R&D designed to advance the
technological base. First, formal requirements from the military operators are not necessary
for, nor do they directly affect, the allocation of funds in these two categories.

Second, a much more careful analysis of level-funded categories, in which R&D to
advance the technological base primarily falls, is required to assure relevancy to military
needs than is required in categories which are controlled on a project basis.

Third, where control is organizationally dispersed, it is much more difficult to detect
duplication than where specific requirements must be justified, and identifiable projects
planned and approved as a basis for funding.
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Fourth, R&D designed to advance the technological base requires more intensive review
in order to insure that the proper allocation of funds is made so that all parts of the
militarily-relevant spectrum of technology are adequately covered.

Fifth, the dispersion of control of such R&D makes it difficult to perform audits
adequately to insure that such funds are actually used to advance the technological base,
and not used to supplement efforts to develop specific hardware.

Under existing procedures, research and development for advancing the technological
base is dispersed among the Military Services and the Defense Agencies, including the
Advanced Research Projects Agency (ARPA).

ARPA now administers research and development which accounts for approximately
12% of the Research (6.1) category and approximately 20% of Exploratory Development
(6.2). Not all of ARPA’s effort is clearly applied to advancing the technological base. Its
advanced sensors project, for example, is more nearly in the Operational Systems
Development category. This project still consumes more than one-seventh of ARPA’s
Exploratory Development dollars.

The actual Research and Exploratory Development administered by ARPA, as is that
administered by the Military Services, is mostly performed under contract by industry or
under work order by in-house Service laboratories. ARPA’s objective is to carry projects to a
certain level in Research and Exploratory Development, and then to transfer them to the
appropriate Military Service.

Each of the Military Services has a research office: the Army Research Office (ARO),
the Office of Naval Research (ONR), and the Office of Aerospace Research (OAR). Each
Service also has a number of basic research laboratories.

The Defense research performed by universities is small and diminishing. Renewed
efforts are being made to insure that such research is clearly defense-related.
Unquestionably, university participation in Defense research is critical to the maintenance
of an adequate pace of advance in the military-related technological base. At the present
time, only about 14% of Government funds supporting university research is from Defense.
Participation by institutions and individuals in university research for Defense is on a purely
voluntary basis, and should remain so. The university defense-oriented research contribution
is being damaged by anti-military and “protecting academic freedom” attitudes and
activities of some students and faculties. The consequences of permitting academic freedom
to be so interpreted as to inhibit or prohibit voluntary participation in military-oriented
research by universities and faculty members will not only be a distortion of academic
freedom, but will be a critical blow to the nation’s defense research requirements.

A substantial portion of exploratory development by the Army is performed in-house in
arsenal-type laboratories, a somewhat lesser portion by the Navy in-house, and an even
smaller portion by the Air Force in-house.*

The technological base is also advanced by independent research and development

*See Section on Defense Laboratories in this Chapter.
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(IR&D) performed on its own initiative by industry, which generally seeks to recover such
costs as overhead on contracts with the Government. The potential benefits from IR&D are
inhibited by two factors. First, recent attempts in Congress to limit recognition of IR&D
costs as recoverable overhead in Government contracts have inhibited industry investment in
IR&D. Second, some of the Department’s in-house laboratories display a not-invented-here
attitude that inhibits objective consideration of IR&D products as alternatives to
laboratory-originated technological approaches.

The R&D intended to advance the technological base is estimated to be about seven and
one-half to eight percent of the total Defense R&D effort. The increasingly high
technological risks, associated with major weapons systems developments is symptomatic, in
part, of an inadequate pace of advance in the military-related technological base.

There is no adequate or coherent planning for investments in advancing the
technological base. Responsibility and management for conducting such research are widely
fragmented among and within the Military Services and the Defense Agencies. Research
funds so allocated have not always been spent on militarily-relevant technology, nor are all
militarily-relevant areas of technology appropriately considered in the allocation of research
funds.

Existing organization and procedures inhibit the degree of control on research and
exploratory development work and of the expenditures necessary to insure proper
application. The funds allocated to advancing the technological base are not sufficiently
identifiable and auditable to support value judgments as to their sufficiency. There is no
adequate mechanism to assure that funds appropriated for research and exploratory
development are not diverted to advanced, or engineering development categories, or to
operational systems developments. The overemphasis on mission justification for research
and development allocations and funding creates additional incentives for such diversions.

There is no adequate mechanism to evaluate the performance of the numerous research
groups. The dissipation of research, exploratory development and management and support
categories of R&D funds on unproductive work in contractor and in-house laboratories,
sometimes to support a preconception or position of the organizational element contracting

for the research, occurs all too often.

Based on the foregoing observations, it is concluded that R&D to advance the
technological base should be constituted as a separate program and subject to a continuing
intensive review to insure that all funds are allocated to militarily-relevant research and that
all militarily-relevant areas of technology are given due consideration in fund allocations.
Further, Defense research policy should be separated by assignment of responsibility from
other development policy. The primary objective should be to insure that technology will be
available when needed to meet Defense requirements.
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II-1 Research and Development to advance the technological base should be constituted as a
separate program, under the staff supervision of the Assistant Secretary of Defense
(Research and Advanced Technology ). It should be subject to continuing intensive review to
insure that available funds are allocated to militarily-relevant research and that all

militarily-relevant areas of technology are considered in fund allocations.
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II-:2 The responsibility for control of Defense research designated to advance the
technological base and the appropriated funds therefor should be assigned to the Advanced
Research Projects Agency (ARPA). Further, ARPA should be directed to:

(a) Allocate its R&D among qualified performers;

(b) Assure by review the relevance of all projects and appropriateness of fund
allocations;

(¢) Evaluate the effectiveness of all its R&D participants, and

(d) Develop and submit for approval to the Deputy Secretary of Defense
{Management of Resources) an annual Research Objective (RO) statement which would be a
companion document to the Operational Capability Objectives developed by the Unified
Commands and which would provide the Secretary of Defense an information base to

determine the overall defense capability objectives.
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B. Advanced, Engineering, and Operational Systems Development

That portion of military research and development which goes beyond advancing the
general technological base involves the development of hardware either for experimental test
or for production and deployment. The allocation of resources to this portion of R&D is, at
least theoretically, based on military operational requirements.

1. Requirements

A requirement, in this context, refers to a need for a materiel capability which
does not presently exist or to replace one which is inadequate in performance for the
conduct of a military mission currently assigned or anticipated in the future. The several
Military Services designate this requirement by different nomenclature, which varies within
a Service according to the stage of refinement of the requirement. Traditionally,
requirements flow from the operational and materiel commands into the Service staffs.

In the Army, the Combat Development Objectives Guide (CDOG), prepared by
the Army Staff, provides that all Operational Capability Objectives (OCOs), Qualitative
Materiel Development Objectives (QMDOs) and Qualitative Materiel Requirements (QMRs)
are to originate in the Combat Developments Command (CDC), which is designated to
represent the Army in the field.

The Navy’s General Operational Requirements (GORs) flow primarily from their
Mid-Range Objectives (MROs), a 10-year planning projection prepared by the staff for the
Chief of Naval Operations.

The early Air Force requirement takes the form of a Required Operational

Capability (ROC) which can be prepared in any major command. Upon approval by Air
Force Headquarters, the requirement is converted to a Required Action Document (RAD).
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A major problem with the requirements process occurs at its very beginning. The
originating command often lacks the capability for operational validation which should be
prerequiste to transmittal to higher Headquarters. The application of military judgment to
requirements is essential, but not sufficient in itself. Operational validation should be based
on a thorough analysis of the assigned mission and the present or programmed means for
accomplishing it in the predicted threat environment. The Air Force has for many years
maintained operations analysis offices in such originating organizations. The extent to which
they participate in the validation of operational requirements varies considerably. The Navy
has some analysis capability, though much less, at such levels. The Army analysis capability
at this point in the requirements process can scarcely be said to exist at all. There is no
doubt that the overall requirements process could be improved greatly by specifying that
operations analysts study requirements at the point of origin. In this way, those
requirements reaching higher headquarters should have greater validity.

The requirements process is highly service unilateral. To the extent requirements
originate with combatant units, they are processed not through operational channels, but
through unilateral service channels. Unified and Specified Commanders are not in such
channels. There is no opportunity for the Office of the Secretary of Defense (OSD) to
review total requirements for priority, urgency or duplication before they are screened and
filtered by the Services. Many changes can and do occur between the presumed initiator and
any validation review by OSD.

Each Service has a large section in its Headquarters staff which has the sole
function of translating the broadly-stated requirements received from field commands into
more specific statements of their desires for new or improved weapons and other materiel.
These staff elements also determine informally the relative priority of the requirements for
new and improved weapons. In recent years, there has been a noticeable tendency for the
formal requirements documents to become quite specific, and to be stated increasingly more
in terms of engineering specifications rather than in terms of the performance or operational
results being sought.

Even when the engineering specifications are properly matched to the
performance requirements, the detailed engineering specifications limit the engineering
alternatives available to the developer because of the reluctance of the acquisition authority
to consider change, thereby imposing on the development a rigidity which can cause delays,
additional costs, and often the application of older technology than the current
state-of-the-art would permit. In other instances, the specifications have the result of
demanding products which are clearly beyond the state-of-the art or which require
developmental efforts beyond those necessary to perform the prescribed mission. Inept or
obsolete specifications also occur too frequently, and in some instances, products developed
which satisfy the imposed engineering specifications will not perform the mission intended.

There is an apparent inability of Service staff elements to divorce themselves from
their own Service interests in establishing priorities for requirements. It is evident that the
needs of the user in the field often take second place to weapons developments considered
most important to the particular Service for the protection or expansion of its assigned roles
and missions.

The mission of the combatant forces should determine their required operational

capabilities, which should be the principal factor in initiating development. This can be
accomplished only if the combatant commands possess the capability to analyze their
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missions, determine their operational capabilities, deficiencies and potential deficiencies,
and state their requirements in a meaningful way.
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II-3 The Strategic, Tactical and Logistics Commands should be assigned the responsibility to
develop, and submit to the Deputy Secretary for Operations, Operational Capability
Objectives relating to their assigned missions. For this purpose, each Command and major

sub-command Headquarters should be organized to include an operations analysis element.
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1I-4 For each Operational Capability Objective which is validated by the Deputy Secretary
for Operations, the Deputy Secretary for Management of Resources should require one or
more of the Military Departments to prepare and submit a development plan aimed at

satisfying the Operational Capability Objective.
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2. Advanced Development

Advanced Development, which includes all projects for development of hardware for
experimental test, is the essential link between advances in the technological base achieved
in Research and Exploratory Development, and the incorporation of improved capabilities
in new weapons developments. In recent years, paper studies and analyses have often been
substituted for essential hardware development and testing. As a result, uncertainties which
could be eliminated or reduced are carried over into engineering development or operational
systems development, where unresolved technical problems are significantly more expensive
and troublesome to remedy. In addition, new technology which would improve weapons
capabilities is often lost in the process.

Increased emphasis on and funding of Advanced Development to yield various forms
of prototype equipment, which can be tested prior to commitment in a weapon system, is
essential. Prior to approval of initiation of Engineering or Operational System Development,
test results of all major advances in the technological base considered for incorporation
should be available. *

3. Engineering Development and Operational Systems Development

For purposes of special mangement control, Engineering Development and
Operational Systems Development of major systems (defined as requiring total R&D
financing in excess of $25 million or requiring a total production investment in excess of
$100 million) are subjected to special procedures. At any given time, there are between 70
and 80 such major systems under development. The procedures prescribed for major
systems development are optional for minor systems which do not fall within the

*See Test and Evaluation, this Chapter.
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established criteria.

a. The Major Weapons System Acquisition Process

The prescribed process for acquisition of major systems is hinged on the
requirement for approval by the Secretary of Defense of the initiation of Engineering
Developments or Operational Systems Developments which fall within the prescribed
criteria.

Concept Formulation is comprised of the activities which precede the decision
to go forward with the engineering development. Following the decision, a phase called
Contract Definition is prescribed, and that is followed by the actual development. Concept
Formulation includes such activities as comprehensive systems studies, and experimental
hardware efforts under Exploratory and Advanced Development. Prescribed prerequisites
for obtaining a decision to proceed into Engineering Development, which prove to be largely
idealistic for application to the totality of a large weapon system and which have not been
strictly adhered to in practice, are:

(1) Primarily engineering rather than experimental effort is required, and the
technology needed is sufficiently in hand.

(2) The mission and performance envelopes are defined.

(3) The best technical approaches have been selected.

(4) A thorough trade-off analysis has been ma;ie.

(5) The cost effectiveness of the proposed item has been determined to be
{)z;“;(i);able in relationship to the cost effectiveness of competing items on a Department-wide

(6) Cost and schedule estimates are credible and acceptable.

Once a decision to proceed with Engineering Development is obtained, it is
mandatory to conduct a Contract Definition, among the objectives of which are:

(1) Providing a basis for a firm fixed-price or fully structured incentive contract
for development.

(2) Identification of high-risk elements.

(3) Detailed specifications for all end items.

(4) Verification of technical approaches.

(5) Establishment of firm schedules and costs estimates including production
engineering, facilities, construction and production hardware to be funded during the

development.

(6) Establishment of schedules and costs estimates for the total project
including production, operation and maintenance.
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Contract Definition is itself divided into three phases. The first of these is the
preparation and issuance of a Request for Proposal (RFP) and the selection of contractors
for Contract Definition. The RFP is the document that solicits the first formal response
from industry connected with the acquisition of a new weapon system. It calls for sufficient
information needed for selection of the contractors who are to undertake the detailed
competition. The time and effort spent in this phase vary widely, but a period of four-to-six
months is average.

Following the selection of contractors to participate in Contract Definition, the
second phase begins with the award of fixed-price type contracts, under which each
contractor prepares proposals for the engineering development effort. These proposals are
detailed and voluminous, and one copy of a proposal may weigh as much as one ton.

The third and final step in the Contract Definition phase is that of source
selection. In current practice, the contractors’ proposals for development of complex
systems are broken down into a large number of technical and management considerations.
Each of these items is then assigned for evaluation to a small number of technical or
management experts who in the aggregate comprise an evaluation team which may number
several hundred. Prior to the evaluation of each element, weight factors have been assigned
but not disclosed to the small groups evaluating the many compartmented factors. These
weight factors are predetermined by a small team of experts primarily on the basis of value
judgments. After the evaluation is made of each individual element, the scores assigned to
each element of the proposal are summed up and the raw data is forwarded to a selection
board, usually comprised of general or flag officers. The selection board then applies the
predetermined weights and recommends the selection of a contractor based on these
weighted scores plus other factors such as price and past performance, which are not given
preassigned weights.

Concurrent with the evaluation and selection process, each of the contractors
who participates in contract definition and who submits a proposal, is engaged in contract
negotiations. The negotiations are conducted by personnel not involved in the evaluation
and selection. Prior to the completion of the evaluation process, the negotiators have each
of the participating contractors sign a contract. When the selection of the contractor is
finally made, the contract previously signed by the selected contractor is executed,

During the contract definition phase, the technical and design approaches to the
systems development contained in the proposal of a prospective contractor are often
exposed to other prospective contractors, so that potentially better and/or less costly
features of each proposal can be considered by other prospective contractors for
incorporation in or adaptation to their own proposals. Industry generally considers this
practice to constitute unethical conduct on the part of the Government, particularly since it
has no counterpart in non-government business transactions. The potential inherent in this
practice for its use by government personnel to influence the ultimate selection of a
contractor is obvious.

The scope of an RFP and the responses thereto in a major systems development,
as prescribed, and as practiced until recently, are illogically broad. The central purpose of
the contract is concerned with engineering development, a matter of considerable technical
uncertainty. To expect and to require through Contract Definition that a contractor have
the capability even to identify all end items of the system, let alone develop detailed
specifications for each, in an advanced technological product, and concurrently to prepare
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reliable predictions in detail on the maintainability, reliability, and the requirement for
operations training to use the product, is unreasonable. Experience proves this procedure
impractical, and the many peripheral matters included during Contract Definition tend to
obscure the critical issues of technical design and competence, as well as multiplying the
cost of preparing and reviewing the proposals.

The mandatory requirement for a formal Contract Definition has a serious

impact on the entire development process. While there are cases where the contract

’ definition process is useful, there are others in which there is no logical need for the

exercise. Contract Definition is both time consuming and costly. Twelve-to-eighteen months

can be devoted to paper preparation and review with little, if any, actual development work

going on, and the cost to the Department for a Contract Definition exercise can exceed one

hundred million dollars. Such a procedure should be required only on a case-by-case basis,

rather than on a mandatory basis presently prescribed in Department of Defense Directive
3200.9.

There are also problems involved in the source selection process. Past experience
indicates that both weighted and raw scores on responses to RFPs tend to be very close in
major source selections. In some instances, contractors reverse positions in going from raw
scores to weighted scores, but even then the competitors tend to be almost equal. In this
situation, it appears that, generally, the unweighted factors, such as cost and past
performance, have a large and perhaps controlling impact on the final selection. Apparently,
the large number of peripheral technical elements included in the ratings is the major factor
which normalizes the scores of the competitors. Reduction of the number of elements rated
would focus attention on the more fundamental considerations, and would give a broader
perspective of the relative technical merits of each contractor’s proposal.

It should be noted that although the prescribed major weapon system
acquisition process has not been rescinded, it has been modified in practice in recent
months, in recognition of some of these problems. The process was oriented to a single
controlling decision point. This decision was the approval or disapproval for initiating
Engineering or Operational System Development and was documented in the form of a
Development Concept Paper (DCP). This emphasis on a single decision point tended to

- de-emphasize the necessity for continuing review and decision after the system development
was approved. The purpose of the Defense System Acquisition Review Council (DSARC),
formed in September 1969, was periodically to review major development programs and to
make recommendations for decisions not only with respect to initiating development, but

. also prior to contracting for development and again prior to a production decision. This
change has the potential for alleviating the overemphasis on the single decision point.

The systems development approach continues to accumulate in one program a
dangerously high magnitude of risks, from both cost and technology standpoints.
Development problems connected with one or two of the many critical components of the
system can cause schedule slippages which occasion enormous cost consequences. Even in
the absence of major technical difficulties, an accumulation of changes in a variety of
components, each relatively small in cost, can have a total cost impact of great magnitude.

This emphasis on developing all elements for the system as part of a single
development project, as contrasted to selected subsystem and component development, also
has the effect of reducing the number of development actions and raising the level of
commitment for each development contracted. Among the more far-reaching consequences
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is that competition is limited to a few large contractors on most major development
projects. In addition, because subcontractors for sub-elements of the system are often tied
to a specific prime contractor, there is the potential of inadequate flexibility to obtain the
best qualified developer for each sub-element of the system.

The prescribed procedure for major systems development places heavy emphasis
on fixed-price type contracts, apparently on the assumption that technical risks have been
minimized by previous efforts. Fixed-price type contracts have been equated, in effect, with
competition. This competitive pricing during Contract Definition has led to significant
underpricing in numerous development contracts. As a result, cost overruns have been
frequent and substantial, The concentration of risks in a single contractor is often out of
proportion to the contractor’s financial structure and capability, and can result in the
Department of Defense being faced with either permitting a default on a critical program, or
of salvaging the particular company with payments not clearly required under the terms of
the contract.

Fixed-price contracting requirements also create additional pressures for rigid
and frozen design and performance specifications which, in turn, restrict the flexibility of
the developer to make engineering trade-offs. This factor inhibits the developer’s capability
to achieve the best product.

In addition, the prescribed process by its very terms contemplates a high level of
concurrency of development and production which, in practice, has proved to be fraught
with propensities for cost growths, schedule delays and performance failures.

In practice, the prescribed process for major systems development produces an
unwarranted reliance on paper analysis during Concept Formulation and Contract
Definition. A review of major systems developments clearly indicates that although there
had been a proliferation of studies in Concept Formulation, the necessary technology to
proceed with Engineering Development frequently had not been accomplished through
Exploratory and Advanced Development programs. Assumptions that all technical problems
can be foreseen prior to the commencement of Engineering Development have proved to be
wrong. Repeated experiences demonstrate that technical uncertainty is inherent in the
Engineering Development process and that paper studies alone cannot enable government or
industry to forecast all of the problems that will arise. Since it has been assumed that the
technical risk is low in the development, it is not surprising that cost estimates, based on
paper analyses, rather than tested hardware, have proved to be unreliable. This marked
tendency to substitute paper analysis for hardware development has serious adverse
consequences.

From an internal Defense standpoint, the systems development process creates
management problems. Understandably, with such large risks involved in a major systems
development, senior Defense officials are reluctant to delegate the scope of authority
essential to successful program management.

From the review of major weapon system acquisitions, a major revision of policy
is required to: (1) introduce flexibility in selecting the strategy or technique to be used for
any given system development; (2) place more emphasis on hardware development during
Concept Formulation to reduce technical risks; (3) undertake incremental development of
subsystems and components independent, in the initial stages, from major system
developments; and (4) introduce multiple decision points during the development and
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acquisition of new systems.

If more emphasis and direction is given to the advancement of the technological
base as previously recommended, then the flow of technology would come from a broad
base of research through exploratory and advanced developments into component and
subsystem developments and subsequently into new system developments or modification
programs to existing systems. This approach would both minimize technical risk and
increase the number of options available to satisfy Operational Capability Objectives of the

« Commands.
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II-5 A new development policy for weapon systems and other hardware should be
Sformulated and promulgated to cause the reduction of technical risks through demonstrated
hardware before full-scale development, and to provide the needed flexibility in acquisition
strategies. The new policy should provide for:

(a) Exploratory and advanced development of selected subsystems and components
independent of the development of weapon systems;

(b) The use of government laboratories and contractors to develop selected
sub-systems and components on a long-term level of effort basis;

(c) More use of competitive prototypes and less reliance on paper studies;

(d) Selected lengthening of production schedules, keeping the system in production
over a greater period of time;

{e) A general rule against concurrent development and production, with the
production decision deferred until successful demonstration of developmental prototypes;

(f} Continued trade-off between new weapon systems and modifications to existing
weapon systems currently in production;

(g) Stricter limitations of elements of systems to essentials to eliminate
“gold-plating’’;

(h) Flexibility in selecting type of contract most appropriate for development and
the assessment of the technical risks involved;

(i) Flexibility in the application of a requirement for formal contract definition, in
recognition of its inapplicability to many developments,

(j) Assurance of such matters as maintainability, reliability, etc., by other means
than detailed documentation by contractors as a part of design proposals;

(k) Appropriate planning early in the development cycle for subsequent test and
evaluation, and effective transition to the test and evaluation phase; and

(1) A prohibition of total package procurement.
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II-6 Department of Defense Directive 3200.9, Initiation of Engineering Development,

should be rescinded.
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1I-7 Research and Development undertaken to satisfy specific military materiel requirements
should be under the staff supervision of the Assistant Secretary of Defense (Engineering

Development).
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II-8 The Advanced Research Projects Agency (ARPA) should be required to provide a
formal technical risk assessment on all proposed new systems prior to the approval of the
Development Concept Paper (DCP).
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Special Problems in Acquisition of Navy Ships

The problems found to exist in the major weapon systems acquisition process, generally,
are as applicable to the acquisition of Navy ships as to other weapon systems. In addition,
however, Navy ship procurement and construction suffer from several unique problems.

The most significant differences in Navy ship procurement derive from the fact that the
Navy Department is the only customer which buys from its suppliers the types of ships
involved. An aircraft manufacturer has potential customers in the Air Force, the Navy, the
Army and numerous private air carriers, but the constructors of aircraft carriers and
submarines must sell to the Navy, or no one.

Ship constructors do sell other than Navy type ships to non-government buyers.
However, the Navy, while procuring fewer ships in recent years, is the source of an
increasingly higher percentage of the total funds spent for ship construction in this country.

As a consequence, the procurement process for Navy ships, even more than in other
procurements, must reflect a concern for the existence of a sufficiently broad industrial base
to provide competition for such procurements.

Since only one Service - the Navy - procures ships, there is no basis for comparison
within the Department, as there is with aircraft and missiles procured by more than one
Service, to gauge the efficiency of the Navy ship procurement process. This necessitates a
much more diligent review of proposed procurements, based on analyses of prior ship
constructions.

The procurement of ships involves a construction process more than a production
process. Accordingly, economies of scale are not as readily available as in other major
weapon systems acquisitions. While proto-typing may not be as feasible for entire ships as
for other weapon systems, there is a potential for improvement in the Navy ship acquisition
process through prototyping of sub-elements.
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In recent years, the emphasis has been heavily weighted toward designing into each ship
approved for construction the greatest total capability possible. This reflects inadequate
consideration in the requirement process for the trade-off advantages of a larger number of
ships of less individual capability as compared to fewer ships of maximum individual
capability.

b. Minor Weapons Development

Although Defense management emphasis is heavily focused on major system
development, the far more numerous “minor” engineering developments account for
approximately three times the level of expenditure associated with major systems.
Subsequent procurements do not change the proportion; for when RDT&E and
procurement funds are combined, expenditures for “minor’ systems are also approximately
three times those for major systems.

Although the formal process prescribed for major system development is
optional for other engineering developments, the pattern of concept formulation, contract
definition and development, and indeed, the entire systems concept, has largely permeated
the “minor” weapons and systems developments. There is one notable exception to the
major systems process, and that is the absence of high-level management attention to
“minor” developments until things really go badly.

In large measure, minor system developments experience the same problems and
exhibit the same symptoms that are found in major systems. Some problems, however, are
peculiar, either in character or degree, to minor developments. Among these problems is the
inadequate level of technical and managerial competence of Defense personnel ass1gned to
operate the minor developments process.

The pay is low by industrial standards for jobs of comparable responsibility,
billets are limited and opportunities for professional growth and diversity are inhibited by
the requirements of the job. The Government engineer on a small system may write
technical sections of the RFP, evaluate the proposals, prepare the work statement for the
winner, provide technical direction for the development effort, write the test specifications,
perform the engineering tests and provide technical guidance to management, all
single-handedly.

Management of the acquisition process is not a career speciality for military
officers. In smaller programs, they are often, if not usually, untrained in business methods
and technology. They are well versed in the operational aspects of the equipment, but their
background and experience often make them ill at ease with cost/time/ performance
trade-offs and with their industrial counterparts and their problems. There is evidence that
the Services do not have adequate skills to evaluate the capability of potential suppliers,
particularly in the manufacturing area.
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II-9 In concert with the new development policy recommended for major weapons systems,

the same increased flexibility of techniques should be provided for minor systems.
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c. Procurement of Proprietary Items

The broad spectrum of items procured by and for the Department of Defense
extends from the smallest and most commonplace items to the most sophisticated and
complex systems. In this process, private innovators make a very significant contribution,
for the individual items or components, procured separately or as part of subsystems are or
were once the products of an innovator. It must be recognized that the traditional incentives
which lead people to invest their time, talent, and resources in inventing improved products
in competition with others (called proprietary items),* are responsible in no small part for
the technological process of our Nation in both domestic and military areas.

Even though the Department recognizes and stresses the importance of private
innovation in introductory policy statements in the Armed Services Procurement
Regulations (ASPRs) sections on Patent Rights and Rights in Data, the spirit of the policy is
often not apparent in the implementation of procurement practices.

Procurement practices presently in use throughout the Department of Defense
and other agencies which buy for the Department (e.g., General Services Administration)
often tend to establish “negative incentives” for the private innovator to enter the Defense
market. Suppliers are often selected and contracts awarded primarily on the basis of price
alone, with less than adequate regard for quality, reliability, delivery schedule, improvement
of products, or maintenance of production (or innovative) capacity. Reverse engineering,
that is preparing the necessary data to manufacture the product by examining the product
itself, is used by the Government to establish new suppliers purely to maintain the assumed
necessity of having more than one competitive source. Adverse disclosures by manufacturers
and suppliers of catalog items frequently are needlessly required by data acquisition
practices. In summary, the basic problem with respect to procurement practices for
proprietary items is the deviation of procurement practices from the policy of encouraging
innovation, and the belief by Government buyers that it is their duty to force a price
competition.

A significant concern with respect to patents is the increasing number of
instances in which the Department of Defense takes ownership of patents developed on
contract, rather than acquiring license rights for government use, with the contractor
retaining the rights for commercial use. To attract the fullest competition of the best
qualified companies, the Department’s patent policy should require only the granting to the
Government of a non-exclusive, royalty-free license under patents for inventions made in
the performance of the contract, and not a license under background patents of the
contractor. A policy of seeking rights in background patents or the taking of title to
inventions by the Government, tends to discourage the best-qualified companies from
accepting or, in some cases, competing, for contracts. This results in the Department of
Defense having to accept less qualified companies, and the strong possibility of reduced
competition for its contracts. This does not result in achieving the Department’s principal
objective, which should be to obtain the best results at the desired time and at the most

*The following definition was taken from “Webster’s Third New International Dictionary™: PROPRIETARY ITEM - an
item that is protected by secrecy, patent, or copyright against free competition as to name, composition, or process of
manufacture. In common parlance, the term is often used to refer to an item developed by a manufacturer at his own

expense and offered by him as a standard item for sale to a large number of customers.
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reasonable price.

The Department’s data policy provides very limited protection for
previously-generated proprietary data. The Department’s data policy must enable it to
perform its missions in the most effective and economical manner consistent with its
long-term needs, and in a manner which most effectively maintains the technological base
upon which it depends, while taking full advantage of the incentives of the competitive free
enterprise system.

It is important for the Government to undertake a rededication and
re-establishment of adherence to its oft-stated policies for motivating and protecting the
private innovator. The Department of Defense should recognize and reverse certain trends
* within its components which are having the effect of stifling the initiative to invent or
innovate. The Department should also recognize that, while obtaining only that proprietary
information essential to accomplishing Government purposes, the price should be
commensurate with the value of the information received.
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II-10 The stated policy of the Department of Defense to provide incentives to encourage
private innovators’ participation in the development of defense products should be
reaffirmed and promulgated. The reaffirmation of policy should be supplemented by
directives -

{a) To improve procurement practices by requiring the submittal of bid samples in
the procurement of catalog items;

(b) With respect to patent rights, to define “Subject Inventions’’: as

(1) Those inventions originally conceived pursuant to the research and
development work specifically called for by a Government contract; and

(2) Those inventions conceived prior to the award of a Government research
and development contract which have not been reduced to practice constructively or
actually prior to said award, and are first actually reduced to practice pursuant to the

. research and development work specifically called for by the contract; and acquire for the
Government a royalty free non-exclusive license in patents based on Subject Inventions, for
Governmental purposes; and

(c) With respect to Rights in Data, to obtain only that proprietary data essential to
accomplishing Governmental purposes other than manufacture or reprocurement, and to
establish new basic categories of data rights:

(1) Unlimited - including publication rights;,

(2) Limited - prohibited for reprocurement or manufacture, and

(3) Production - right to use (license) for procurement and manufacture.
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4. Special Problems in Development

a. Program Management

There are two general approaches to organization for management of engineering
or operational systems developments - vertical and matrix.

The vertical organization is one in which a special Program Management Office is
constituted, with all staff elements assigned on a full-time basis and reporting to the
Project/Program Manager. Typically, for major weapons systems, the head of this Project
Office, or Program Manager, reports to the Deputy Commander for Systems Management of
the procuring command, some five-or-six levels below that of the Secretary of the Military
Services.

In the matrix organization, the Program Management structure is superimposed
upon the functional organization of the procuring or development command of the
particular Military Service. In other words, a Program Manager is appointed for the specific
project, but instead of professional personnel being administratively assigned to the Program
Manager as his staff, personnel within various existing staff organizations are designated to
supply staff support in their technical or other specialities to the Program Manager as
required. Those personnel who provide the technical staffing to the Program Manager do so
as an additional duty to their normally assigned duties in the functional organization of
their command. Their efficiency ratings, promotions and reporting lines are not to or
through the Program Manager, but rather to their superior within the functional
organization. One individual may, therefore, concurrently be performing the normal duties
of his functional assignment and serving in a staff capacity to one or more Program
Managers.

The prescribed Department of Defense Program Management policy quite clearly
recommends the use of the matrix organization, and this is the organizational approach
most often used. The exceptions have been on those programs which have received constant
top-level Department management attention. In programs managed through Development
Concept Papers, the Program Management structure is specified for each system, to include
not only the Program Management organization, but also the lines of reporting for the
Program Manager. For instance, the Program Manager for the F-15 aircraft development has
been provided a reporting point only one level below the Chief of Staff of the Air Force.

Program Management assignments have not generally been recognized as having
good potential for career advancement for military officers. Program management is not
effectively a career service for military officers, although military officers act as Program
Managers on a majority of developments, and are almost always designated as Program
Managers for major systems. These officers have traditionally been rotated on normal tours
of duty (24 years) among a variety of types of jobs. Although they usually bring to the
Program Manager assignment knowledge of the operational use of the type of system
involved in the development, they often have a minimum of training and experience in
business management; yet they are faced with the task of negotiating with and monitoring
the efforts of industrial organizations which bring to the problem talented, technical and
management personnel with extensive continuity and experience in the particular type of
activity encompassed in the development. In addition, Program Managers have been often
rotated, based on the time in their careers, at critical points in the development of the
programs and frequently with no overlap for training their successor.
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Indeed, there is no indication of consistent efforts by the Services to select
Program Managers from among those officers who have the most promising potential.
Ideally, a Program Manager should possess both managerial and technical skills and
experience in the operational employment of the type of system, weapon or other hardware
under development. Recently, in connection with major systems, significant emphasis has
been placed by the Secretary of Defense on encouraging the Military Services to provide
better selection and tenure and more continuity in Program Management assignments, *

A number of factors detract from a Program Manager’s capability to perform his
responsibilities in an efficient and effective manner. In a matrix organization, authority is so
dispersed, and the Program Manager is so far below the level of organization which has the
authority to make affirmative decisions on matters of significant import that his
management capability is seriously impaired. Imposed on Program Management is a
proliferation of reporting requirements for a wide variety of cost, schedule and technical
data to satisfy the management and reporting systems specified by all higher headquarters,
which preoccupy the manager’s time to the exclusion of substantive management. This
distraction from the substance of the Program Manager’s responsibility is aggravated by the
necessity of providing innumerable briefings to commanders and staffs of the many
commands layered between him and the Military Department Secretaries, and to visiting
officials.

In vertical organizations, the management system maze and the extensive
reporting requirements often result in an excessively large staff for the Program Manager. A
Program Management Office on a major system can include more than 200 people, adding
significantly to the overall management cost of the project.

Top Defense management attention is frequently given only to those
developments with high public visibility. The concentration of top Defense management
attention on these selected major systems has permitted program management for less
visible major systems and for minor developments to continue to flounder. Significantly,
recently undertaken corrective action has been directed at major high-cost and controversial
programs. Unfortunately, there are far too many development programs for each to be
addressed on an ad hoc basis. Basic directives must be modified and ground rules must be
devised for program management in general if the fundamental weaknesses of program
management are to be eliminated.

The weaknesses of program management have been increasingly aggravated by
the growing breadth of responsibility and complexity of tasks of the Program Manager. With
the increased application of the systems concept of development, Program Managers find
themselves responsible for administering a fixed-price contract for development of a product
to detailed design specifications in which they are permitted little flexibility for technical
trade-offs. In systems developments, a Program Manager is also likely to be given
responsibility which encompasses a span of sub-elements involving a wide variety of
disciplines and technological skills, the aggregate of which he may well be inadequately
trained to handle.

A shift in emphasis toward separate component developments, as previously

*See Chapter IV, Personnel Management.

80

399-820 O - 70 - 7



DOCID: 3985875

discussed, could result in a more feasible scope of management for the Program Manager,
and thereby contribute more to the elimination of program management weaknesses than
would any particular change in the organization of reporting relationship of the project
management.

The choice of either a vertical organization or a matrix organization for all
program management is not a feasible solution to program management deficiencies, for
each organizational type has its benefits and liabilities. The vertically organized,
all-on-one-payroll organization has the best record of success in development programs with
a high degree of urgency, concurrency, technical span and cost. It prospers at the expense of
functional organization, however, and there are practical limitations on the total number of
vertical organizations which can be manned with qualified personnel and managed through
an ad hoc or special reporting relationship outside the normal chain of organization.

An advantage of the matrix organization is that it can be more quickly staffed
and more easily dissolved when no longer required. Scarce technical personnel can be shared
between programs. In addition, the numbers of development programs which can be
managed through matrix organization are not severely limited. Since the use of matrix
organization appears both desirable and necessary for the majority of programs to be
managed, the deficiencies of the organization, consisting primarily of the many layers of
intermediate command and staff between the program manager and the Secretary of the
Service, and the constrained and impaired authority of the program manager must be
alleviated. Selection, training and tenure of the program managers operating in matrix
organizations cannot continue to be neglected by the top levels of defense management.

The division and confusion of authority among the Program Manager, the
contracting officer and the contract auditor fragments and weakens program management,
Although the Program Manager is assigned overall management responsibility for the
project, the authority for administering the contract is vested in the contracting officer. The
contract auditor is independent of both, and reports through independent channels to high
levels in the Department.
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II-11 The effectiveness of Program Management should be improved by:

{a) Establishing a career specialty code for program managers in each Military
Service, and developing selection and training criteria that will insure the availability of an
adequate number of qualified officers. The criteria should emphasize achieving a balance
between needs of a knowledge of operational requirements and experience in management;

{b) Increasing the use of qualified civilian personnel as Program Managers;

(c) Providing authority commensurate with the assigned responsibility and more
direct reporting lines for Program Managers, particularly those operating in matrix
organizational arrangements,; and

(d) Giving the Program Manager, subject to applicable laws, directive authority over
the contracting officer, and clarifying the fact that the contract auditor acts only in an

advisory role.
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b. Management Systems

During the past decade, the trend in government contracts for developments has
shifted markedly from cost-plus-fixed-fee toward fixed-price contracts, many of which have
embodied incentive features. On the surface, this trend would appear to diminish the
required level of detailed management by the Defense Department of Contractors’ activities.
Paradoxically, however, the same period has been marked by a multiple increase in the

. number and detail of management control systems contractually imposed by the Defense
Department.

A number of factors evidence the excessiveness of the existing level of
management control systems. For example, the sheer volume of reporting requirements
exceeds, by a substantial margin, the review capability of managers within the Department
of Defense. More significantly, the increase in management control systems has not cured
the cost overrun or schedule delay problems. A reduction in management control systems
would both reduce the reporting load imposed on industry by that portion which is
duplicative or serves no useful purpose, reduce the cost to the Department, and improve the
effectiveness of management control.

This problem has been formally recognized and acknowledged since 1966, when
the Department initiated a management systems control project, and established an office
under the Assistant Secretary of Defense (Comptroller) as the central responsibility within
the Department for this area. In 1968, sound policy guidance was issued and two
Department of Defense Instructions to implement that guidance were published.

Despite the issuance of policy statements and the assighment of specific
responsibility for the control of development of management control systems for use in the
acquisition process by the Department of Defense, there has been little standardization or
reduction in the number of management control systems contractually applied. So many
management control systems now exist that the process of review and analysis, to determine
what should be the revisions and consolidations and/or cancellations of the thousands of

® existing management control systems documents, consumes an inordinate amount of time.
Unfortunately, the effort lost momentum and the emphasis of top management in the
process. In September 1969, the Office of the Comptroller was reorganized and the
responsibility for this activity was moved to a lower echelon, thereby de-emphasizing, or
appearing to de-emphasize, this activity. The roll-back of approved management systems and
the stabilization of the remainder is unlikely to occur without top-level attention in the
Department of Defense on a continuing basis until the job is done.

Akin to the problem of contractually imposed management control system
requirements are the problems of the internal Department of Defense management
information/control requirements. The documents in which the requirements are defined
stem from the Department’s Directive/Guidance System and take many forms in OSD, the
Services and the Defense Agencies. The Assistant Secretary of Defense (Comptroller) also
has the central responsibility for these internal requirements. As is true with regard to
contractually-imposed management control requirements, no real progress has been made in
reducing the proliferation of systems and documents used within the Department of
Defense.
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1I-12 The Secretary of Defense should establish a small staff within the Coordinating Group
reporting to him and assign it the responsibility of effecting both a major improvement and
reduction in the control and information needed for management within the Defense
Department and, in turn, of its defense contractors. This should be done by specifying what
is required, not dictating how to manage. Immediate top-level support to follow the current
management system control project through to its successful conclusion should be one of
the first actions. Included in this action should be direction to implement Instructions
7000.6, ‘“Development of Management Control Systems Used in the Acquisition Process,”
and 7000.7, “Selection and Application of Management Control Systems in the Acquisition
Process,” with the control responsibility specified therein for the Assistant Secretary of

Defense (Comptroller) reassigned to the Coordinating Group.
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c. Cost Estimating

Studies reveal that on the average, cost estimates on major systems developments
have probably improved in relative accuracy over the past fifteen years. So many variables
affect the evaluation of cost estimates, however, that confidence in such a conclusion must
be qualified. In any event there is much room for improvement.

Cost estimating for development programs has apparently been too widely
credited in the Defense Department, in industry, in the Congress and by the public with a
potential for accurate prediction which is belied by the inherent technical uncertainties in
developments. The precise problems which may be encountered in the process of attempting
to convert a technological or scientific theory or experiment into practical, producible
application cannot be foreseen with accuracy. It should be axiomatic that one cannot place
a price on an unknown; yet, the increased resort to fixed-price contracts, the use of
precontractual cost estimates as a firm baseline for measuring performance throughout the
life of the system, and the shock reaction which is forthcoming when cost overruns or
growths are experienced, all evidence an unwarranted degree of confidence in cost estimates.

The inherent limitations on cost estimation imposed by technological
uncertainties cannot be completely overcome. Other factors, however, also contribute to the
inaccuracies of cost estimates. The understandable incentives to sell a development program,
either to senior decision-makers in the Executive Branch or to Congress, can influence cost
estimates to be on the low side. Contracting policies and procedures also have a tendency to
suppress the level of cost estimates. The cost estimates must be used as a basis for requesting
and justifying authorizations and appropriations. In addition, the competitive pressures on
prospective contractors during Contract Definition, as previously discussed, leads to
overoptimistic proposals which support the original cost estimates rather than take into
account the possible effects on costs of the inherent uncertainties.

“Parametric”” cost estimation techniques offer the potential for improved
planning of cost factors. These parametric techniques require the analysis of historical data
to establish some broad gauge such as cost per pound for component units of the program
being evaluated. The broad nature of the product of this type of analysis precludes detailed
comparisons with the estimated program costs developed from its elements, but the
difference in gross totals can indicate a probable range of magnitude of the costs of
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contingencies. The Department has, to some extent, recognized a significant portion of their
potential. The use of the parametric approach to cost estimation is, of course, a clear
acknowledgement of the inherent limitations and imprecision of any cost prediction
methods.

Whatever method or methods of cost estimating are used, the availability of a
data base on previous programs is essential, and the extent of availability of such data in
usable form is a limiting factor on the potential accuracy of cost predictions. Efforts are
being made to collect systematically and preserve such data on contemporary developments.
Only time will provide an improved data base for projection.

The potential accuracy of cost estimates also varies according to the time period
in which it is made, relative to the phase of the development program. Cost estimates made
early in the concept formulation phase cannot be expected to yield the accuracy which is
possible for such an estimate made after the first stage of actual development.

Cost estimating capabilities also fluctuate with the relative complexity of
developments. They are most difficult and least credible for complex operational system
developments.

While every effort should be made to improve cost estimation capabilities
through compilation of a more extensive data base, wider use and more reliance on
parametric techniques and a continuous effort to achieve objectivity in estimation, the most
fundamental problems associated with cost estimation cannot be resolved without a general
recognition and acknowledgement of the inherent limitations of cost estimates for
development programs.

For this reason, the original cost estimates should be considered only as the
initial baseline and as more knowledge is gained these estimates should be revised and a new
substantiated baseline established. This approach should be incorporated into the Selected
Acquisition Reports (SARs) used within the Department and by Congress.
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II-13 The management cost information needed within the Department and for visibility to
Congress on major weapon systems acquisitions should be improved by recognizing the
evolutionary nature of cost baseline estimates. Estimates should be reevaluated at each

significant milestone of development.
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II-14 Increased use should be made of parametric costing techniques to improve the quality
of original and subsequent estimates, and to help offset the difficulties of estimating the

cost of unknowns.
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d. Industry Weaknesses
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A review of the defense development process would be incomplete without a
discussion of the role of industry and its share of the responsibility for the problems within
the process.

One serious weakness of industry is the tendency toward overresponsiveness to
every expressed or implied desire of Department of Defense personnel. Overresponsiveness
should not be substituted for the exercise of responsibility. As a management team member,
it is the responsibility of industry to point out to the Department the true nature of
acquisitions and developments as seen by industry. For example, the following are areas in
which industry has demonstrated an overresponsiveness on specific developments:

(1) Unquestioned acceptance of inefficient and unnecessary management control
system requirements and related data items.

(2) Failure to point out the potential risks associated with the inherent
technical uncertainties in the development of a specific weapon system.

(3) Over optimistic cost estimates and, in some cases unwarranted buy-ins.

(4) Unquestioned acceptance and, in some cases, promotion of overly
sophisticated design solutions to satisfy the stated requirements.

Industry has also demonstrated reluctance to have a continuous meaningful
dialogue on certain procurements by communicating to the government Program Manager
potential major technical, cost or schedule problems as soon as they are first identified.

Another weakness originates in the possible belief by a contractor that he has
obtained his contract wholly or in part through political favoritism or pressure; this can
seriously undermine the authority of the Program Manager. The degree to which the
Program Manager’s authority is undermined does not depend on whether or not there was,
in fact, a political motivation in the selection of the contractor, but on whether the
contractor believes such was the case.

Some existing practices contribute to beliefs by contractors and by the public
that political influence can and does affect the selection of contractors. It is and has been
customary for the Executive Branch to provide members of the Congress with 24 hours
notice of contract awards in their States or Districts, as the case may be, prior to the public
announcement of the contract award. Frequently, therefore, contractors and the public
learn of the contract award from a Senator or Congressman prior to the public
announcement. This gives rise to an inference, however much belied by the facts, that the
political officeholder making the announcement of the coniract award had some influence
on the selection of the contractor.

Potentially, the most serious weakness is the trend of the demonstrated
reluctance by industry, whether justified or not, to commit resources to defense business. If
this trend continues, the Nation’s defense posture will be seriously weakened, as a dedicated
industrial capability is essential to maintaining that posture,

Many of the recommendations in this report are specifically addressed to making

a substantial improvement in the overall defense procurement environment. Even though
the environment is largely controlled by the government, industry must also assume a more
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responsible role if the full potential for improvement in the environment is to be realized,
and the rising cost of weapon systems stemmed.
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II-15 Individual contractors should accept a more responsible role as management members
of a defense development team, and provide the Government with the benefit of greater

objectivity in the contractor’s independent evaluation of a proposed development.
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1I-16 The practice of providing the members of the Congress 24-hour advance notice of
contract awards should be discontinued. Such members should be notified concurrently

with public announcement of contract awards.
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e. Defense Laboratories

Currently the Department of Defense has 78 laboratories and 48 test and
evaluation centers. These owned activities consume some 18 percent of the Research,
Development, Test and Evaluation appropriations. They also directly manage about 15
percent of Defense Research and Development work done on contract outside the
government. Of those funds appropriated to Research, Development, Test and Evaluation in
Program VI, the Defense laboratories, including test and evaluation facilities spend in-house:
about 33 percent of Research (6.1); about 40 percent of Exploratory Development (6.2);
about 12 percent of Advanced Development (6.3); and about 15 percent of Engineering
Development (6.4).

This distribution of funds clearly indicates that Defense Laboratory in-house
efforts are concentrated in the budget categories of Research and Exploratory Development,
both of which are funded for level of effort, rather than by project.

The Defense Laboratories and test and evaluation centers are organized by (1)
military arms (e.g., infantry), (2) hardware function (e.g., missiles), (3) technical discipline
(e.g., electronics), and (5) climate (e.g., desert),

The purposes of Defense Laboratories are to: (1) maintain national competence
in areas of technology peculiar to military needs; (2) provide a technological capability for
quick response to unpredictable needs and opportunity; (3) provide a working interface
between military commanders and planners on the one hand and the technological
community on the other; and (4) act as advisors in the Defense RDT&E contract program.

Overall, the productivity of Defense in-house laboratories appears low compared
to the very substantial investments in them. This is particularly true with respect to Army
Laboratories, and those Army Laboratories connected with arsenals appear least productive.

Defense Laboratories and test and evaluation centers are not organized in any
systematic fashion. They are fragmented along technology lines with limited scope and
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responsibility. The Army has 55, the Navy 45, the Air Force 25 and the Defense Atomic
Support Agency, 1. Consolidation of laboratories and centers to achieve a more nearly
matched functional alignment with the scope of normal problem areas is very badly needed.
Efforts at consolidation are being made, but the rate of progress is far too slow. One of the
major impediments to consolidation is the difficulty with obtaining funds for military
construction, There is no legal method, at present, whereby a Service may sell several old
facilities and use even a part of the proceeds to build a new one or expand an existing one.

The Defense Laboratories and test centers suffer from a rigid personnel system
which inhibits qualitative improvements to the technical staffs and fails to promote or move
the more competent people into leadership positions. These laboratories and centers are
controlied through fiscal means. The Army and Navy laboratories are industrially funded,
and the Air Force is moving toward industrial funding for its laboratories. The laboratories
are, nevertheless, subjected to arbitrary personnel ceilings and reductions. Since the
laboratories’ employment of scientists and engineers is within the Civil Service system,
seniority criteria, rather than innovative production, is the primary factor determining
promotions and reductions-in-force. It has been customary to appoint laboratory Directors,
and often Assistant Directors, from outside the system. While this can provide a transfusion
from the broader scientific and engineering community, it also removes an incentive for
career personnel who cannot aspire to higher than the third level job in the laboratory.
There is no workable mechanism for scientific and technical personnel to be moved freely
within the Department, because the personnel systems of each of the three Services and the
Office of the Secretary of Defense are separate and different. These personnel inflexibilities
result in a high degree of personnel stagnation in the Defense Laboratories, which must
account in part for their relatively poor productivity.

As noted above, the Defense Laboratories and test centers, in addition to their
in-house work, actually manage about 15 percent of the Defense Research and Development
work done on contract. This circumstance presents a conflict-of-interest problem. The
laboratories as developers are in competition with private contractors, and are also managers
of the contracts under which their competitors operate. There is an inclination on the part
of some laboratories to show favor to products “invented here” and to view very skeptically
any products “not invented here”., The R&D laboratories are located far down in the
organizational structure within organizations which have much broader responsibilities than
just R&D. There is no R&D chain of command from bench to the policy level.
Consequently, close monitorship to control the “not-invented-here” attitude is impossible.
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1I-17 The Advanced Research Projects Agency (ARPA) and the Defense Test Agency (DTA)
should be directed to make a joint review to determine which in-house defense laboratories
and test and evaluation centers are essential to research and development needs of the
Department with the goal of eliminating the nornessential ones, and consolidating (across

Services) the remainder.
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1I-18 A procedure should be authorized by Statute whereby all or a part of the proceeds
from the disposal of existing defense laboratories or centers can be used for construction of
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a new facility or expansion of an existing one which such construction or expansion has

been authorized by Congress.
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1I-19 Close attention should be given to the possible advantages of having some of these

laboratories and centers government-owned but contractor-operated.
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C. Operational Testing and Evaluation

Everyone seems to agree that Operational Testing and Evaluation (OT&E) is very
important; however, there are significant differences of opinion as to what it encompasses,
what its proper objectives are, and what organization and methods are necessary to
accomplish it most effectively.

It has been customary to think of OT&E in terms of physical testing (under various
designations such as operational suitability testing, employment testing, service testing, or
field experimentation). It is essential to recognize that the primary goal of OT&E is
operational evaluation, and that while operational testing is very important it is only one
method of evaluation. To be effective, OT&E must be a total process, using all appropriate
methods of evaluation, which spans the entire cycle of a system from initial requirement
until it is phased out of the operational forces. If OT&E were limited to physical testing, it
would lose much of its opportunity to contribute to decisions on whether to produce a
system, and would seldom be able even to influence the system’s characteristics and
capabilities in any major way.

Much OT&E does, however, involve physical testing and, therefore, it is important to
distinguish between “functional” testing and ‘“‘operational” testing.

Functional testing (often called engineering testing) is done to determine how well
various systems and materiel meet design and performance contractual specifications - in
other words, whether they meet technical requirements.

By and large, functional testing in and for the Department of Defense appears to be well
understood and faithfully executed. Serious policy deficiencies are not apparent, and such
failures in functional testing as occur can be primarily attributed to lack of technical
competence, oversight, or procedural breakdowns. Functional testing is not considered to be
a major problem area.

Operational testing, on the other hand, is done to determine to the extent possible
whether such systems and materiel can meet operational requirements. It must provide
advance knowledge as to what their capabilities and limitations will be when they are
subjected to the stresses of the environment for which they were designed (usually combat).
Operational testing must take into account the interface with other systems and equipment,
tactics and techniques, organizational arrangements, and the human skills and frailties of the
eventual users.
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There has been an increasing desire, particularly at OSD level, to use data from OT&E to
assist in the decision-making process. Unquestionably, it would be extremely useful to
replace or support critical assumptions and educated guesses with quantitative data obtained
from realistic and relevant operational testing.

Unfortunately, it has been almost impossible to obtain test results which are directly
applicable to decisions or useful for analyses. Often test data do not exist. When they do,
they frequently are derived from tests which were poorly designed or conducted under
insufficiently controlled conditions to permit valid comparisons. It is especially difficult to
obtain test data in time to assist in decision-making. Significant changes are essential if
OT&E is to realize its potential for contributing to important decisions, particularly where
the tests and the decisions must cross Service lines.

Participation in or supervision of OT&E by OSD and JCS has been limited and
fragmented. There is no assignment of overall responsibility at such levels for deciding what
OT&E should be done, prescribing and monitoring how OT&E is done, or insuring that
results reach those who need them.

A Directorate of OT&E was established in 1966 within the Office of the Director of
Defense Research and Engineering, under the Deputy Director (Administration and
Management). Although establishment of this organization was an acknowledgement of the
need for attention to the operational aspects of testing and evaluation, the authority and
resources of this Directorate were very limited initially and have decreased since. It has had
little, if any, influence on OT&E.

In 1968, the Deputy Secretary of Defense requested the JCS to consider the
establishment of a small Joint Test and Evaluation Agency. The JCS replied such an agency
was unnecessary, and expressed the belief that there already existed within the Organization
of the JCS, the Services, and other agencies the capability to plan, conduct, and evaluate the
results of operational tests, including tests involving joint forces. However, it is evident that
this capability does not exist and that the ad hoc testing on which the JCS relies produces
very little useful data in support of decision-making.

The most glaring deficiency of OT&E is the lack of any higher-than-Service organization
responsible for overseeing Defense OT&E as a whole.

In the absence of regulation or guidance from higher authority, it is not surprising that
the Services differ substantially both in OT&E philosophy and in organization to carry out
and report on OT&E activities. There are three basic ways to organize for OT&E:

1. An independent organization reporting directly to the Chief of Service.
2. An organization subordinate to the developer.
3. An organization subordinate to the user.
At the present time, all of these organizational alternatives may be found in the Services.
The Army system of testing and evaluation is currently being reorganized to place more

emphasis on OT&E - particuiarly on doing operational testing earlier in the development
cycle. The objective is to introduce the results of valid operational tests into decisions
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concerning the initiation and the extent of production. The Army’s approach is centered
upon a newly-conceived Operational Service Test, scheduled to be completed prior to
decision to commence full production. The basic problem with Army OT&E is that the
developer, in effect, tests and evaluates the operational suitability of what he develops.

The Navy system of OT&E has two main characteristics: (1) it is principally

implemented by an independent OT&E organization reporting directly to the Chief of Naval

Operations, and (2) there is a formal way of getting operational evaluation (including some

* operational testing) done early in the overall process. The main deficiency in Navy OT&E is

that it generally produces few hard data. It relies too much on the judgment of

well-qualified officers and does not adequately utilize testing techniques available for
obtaining measurements of scientific validity.

The Marine Corps does not have an organization devoted solely to OT&E, but the
Commandant tasks the Marine Corps Development and Education Command with having it
done when deemed necessary.

The Air Force currently has the most structured system of testing found in the Services.
Basically, it is divided into two types: Acquisition Testing and Operational Employment
Testing.

Acquisition Testing is made up of three categories: Categories I and II are essentially
R&D testing and are the responsibility of the Air Force Systems Command (AFSC).
Category I is actually performed by contractors and has little or no operational flavor.
Category II is done by AFSC, with the contractor still very much involved. Ideally, Category
II tests a complete system in as near an operational configuration as practicable at that stage
of development, but in actual practice such tests are seldom operational in nature.

Category III is the first Air Force testing that can be called OT&E. It comprises tests and
evaluations of operationally-configured systems and is done by the appropriate operational
command - the ultimate user.

Operational Employment Testing is pure OT&E. It is conducted by the using command

- and is closely related to integrating the new system into that command. Its objectives

include the development of tactics and techniques of employment, identification of

operational problems not revealed by earlier testing, and validation of requirements for

system modification. This kind of testing places great emphasis on realism of environment

’ and missions, limiting personnel skills and support to those that would be available in such
an environment.

There are three principal problems with Air Force OT&E, as currently done. First,
operational considerations receive much too little attention in Categories I and II. Second,
the operational commands responsible for Category III and Operational Employment
Testing lack both the personnel and facilities to be effective. Finally, all of the categories are
too duplicative and time-consuming.

Currently, there is no effective method for conducting OT&E which cuts across Service
lines, although in most actual combat environments, the United States must conduct
combined operations. The interactions among Services become extremely important during
combat, and critical military missions transcend Service boundaries and responsibilities (for
example Close Air Support, Reconnaissance, and Air Supply). Because of the lack of joint
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OT&E, it is not only very difficult to detect certain kinds of deficiencies and to predict
combat capability in advance, but it is also difficult to make decisions relating to overall
force composition,

Funding ' throughout the Department of Defense has been and continues to be
inadequate to support much necessary OT&E. Also, the funding of OT&E is confused, both
at the OSD level and within the individual Services, and neither in OSD nor in any Service is

_ there a single agency responsible for insuring that OT&E is adequately funded. In fact, there
is no agency that can even identify the funds that are being spent on OT&E.

Funding within the individual Services differs substantially. In general, however, OT&E
funds are difficult to identify because they come from several budget categories such as
RDT&E and Operations and Maintenance (O&M). Because funds earmarked for OT&E do
not have separate status in the budget, or in program elements, they are often vulnerable to
diversion to other purposes.

It seems evident that separate program elements for OT&E must be established within
the Services if OT&E is to receive the financial support required, and prohibitions provided
against diversion of OT&E funds. Even then, OSD must assume the responsibility of insuring
that the Services budget adequately for OT&E.
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1I-20 The responsibility for Defense test and evaluation policy should be assigned to the

Assistant Secretary of Defense (Test and Evaluation).
Sk kkFkdhakFhRRRRRr R bR RFRRFRRFRFRFR R R FRR R R RRRRRFR Rk Rhbfrkfokk

sk fekhhfedkh kb phRkbghdhkokhkh Rkt gehdehdk e RqddhhhkpkRgkbk

II-21 A separate program category should be established for Test and Evaluation.
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1122 The responsibility for overview of Defense test and evaluation effort should be
assigned to the Defense Test Agency. In addition, the Agency should be responsible for
design or review of test designs, performing or monitoring of tests, and continuous

evaluation of the entire test and evaluation program.
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III. PROCUREMENT

The Department of Defense procurement program involves approximately 12 million
project actions a year, These are consummated by the Department of Defense procurement
work forces of approximately 46,000 personnel, of which about 91 percent are civilian
employees. For Fiscal Year 1968, contracts were awarded totaling about 43 billion dollars
for supplies and services.

The complex and dynamic Defense procurement environment and the associated

procurement process are characterized by a variety of significant and increasingly serious
problems.
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A. Statutory Framework

The basic statute controlling procurement by the Department of Defense, except of
land, is the Armed Services Procurement Act of 1947, as amended, now codified and
incorporated in Title 10, Chapter 137 of the United States Code.

The Armed Services Procurement Act is at variance with the realities of Defense
procurement and adds considerably to the overhead costs of the Department of Defense.
The Act stipulates that procurement contracts are to be made by the use of formally
advertised contracting methods, but to this general rule the Act provides 17 conditions of
exception under which negotiated contracts may be used.

The priorities established by this statute do not reflect the realities of Defense
procurement. Actual Department of Defense procurement needs are such that only 10 to
12% of the Defense procurement dollars is spent through the method of formally advertised
procurement which is established in the statute as the general rule.

When a contract for procurement of goods or services is negotiated, it must be under the
authority of one of the 17 statutory exceptions to the general rule and such actions, as
noted, involve 88 to 90% of the dollars involved in Defense procurement actions. When a
contract is negotiated, the statute prescribes that the procuring agency must prepare a
Determination and Finding (D&F) documenting the conditions and circumstances and
justification for utilization of the particular exception to the general rule for procurement.
The D&F must be attached to the copy of each negotiated contract, which must be filed
with the General Accounting Office. The Determination and Finding is also required by
statute to be kept on file in the office of the officer making the D&F for a period of six
years.

The consequence of the statutory prescriptions and the D&F requirements place the
officers of the Department of Defense in the position of being required to document and
explain why they are using the most appropriate procurement method rather than an
inappropriate one. The preparation, review, submission and filing of the required D&Fs
demand and receive a significant amount of personnel effort including that of the various
Secretaries and Assistant Secretaries of each Military Department.

Although the Armed Services Procurement Act is the principal statutory authority for
Defense procurement, it is by no means the only statute governing such procurement. There
are approximately 40 separate statutes which affect Defense procurement. These statutes
cover such diverse matters as budgeting and accounting, small business, freedom of
information, assignment of claims, adjudication of claims, limiting contracts to available
appropriations, extraordinary contracting authority for national defense needs, degree of
finality and judicial review of agency decisions on contracts, performance bonds,
renegotiation, labor standards on public contracts, anti-kickback provisions, convict labor,
Buy American, conflict-of-interest, and procurement of supplies made by prisoners and the
blind.

Additional statutory authorizations or restraints on Government procurement and
contracting are included in the annual authorization and appropriations acts, the organic
legislation for specific departments and agencies, and other bits and pieces of legislation
scattered throughout the statutes and codes.
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The body of the statutory law covering Department of Defense procurement is
supplemented by a number of other top-level documents which have a pronounced impact
on Department procurement. These include such documents as Executive Orders and
Bureau of Budget circulars. Judicial decisions, of course, also impact on Department of
Defense procurement through their construction and interpretation of statutory provisions
relating to procurement.

In certain respects, the procurement laws are dated; that is, they do not take into
account legitimate and useful techniques developed and put into use subsequent to the
passage of the procurement laws. For instance, the law accords no recognition to the variety
of incentive-type contracts which have emerged in recent years.

B. Armed Services Procurement Regulation (ASPR)

The principal Department of Defense procurement regulation is the Armed Services
Procurement Regulation, commonly referred to as “the ASPR”, which is to implement the
provisions of the Armed Services Procurement Act, other statutes relating to procurement,
Executive Orders, Bureau of Budget circulars and, as appropriate, judicial decisions. The
provisions of the ASPR are applicable to the procurement of all Department of Defense
materiel and services which obligate appropriated funds, except transportation services
procured by ftransportation requests, transportation warrants, bills of lading and similar
transportation forms.

The provisions of the Armed Services Procurement Regulation (ASPR) are complex and
unrealistic to an extent that obscures Defense procurement policy. The ASPR is prepared
and maintained by a committee and is in a constant state of change. The ASPR Committee,
which has been in existence for over 20 years, is chaired by an individual from the Office of
the Assistant Secretary of Defense (Installations and Logistics). Each of the Military
Departments and the Defense Supply Agency have two members on the Committee, one of
whom is a specialist in procurement policy matters and the other is a specialist in the legal
and contract aspects of procurement.

To accomplish its challenging task, the ASPR Committee meets at least two full days a
week. The actual investigation of matters under consideration is farmed out to
subcommittees, of which there are 50-60 working at any one time. The activities of these
subcommittees involve 200 - 250 personnel.

The ASPR Committee system suffers an apparent inability to resolve, in a timely
manner, the issues brought about by changes resulting from new policy, new regulations and
new rules. The ASPR process is burdened with a load of coordination that prevents a
prompt and continuous flow of changes to the ASPR which are required. There are a
significant number of unresolved ASPR problems which have a great impact upon the
effectiveness, economy and equity of the Defense procurement process. Many unresolved
ASPR issues have been under active consideration by the ASPR Committee for more than a
year, and one significant issue-dates back approximately seven years.

The principal deficiencies with the ASPR are as follows:
1. The ASPR contains a mixture of procurement policies, practices and procedures

which obscures procurement policy, making it difficult to identify, interpret and to comply
with.
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2. The complexity of the ASPR structure is unrealistic in that its provisions and
prescribed practices are difficult, if not impossible, to use within the highly stratified
organization administering Defense spending programs, particularly in view of the various
procurement personnel grade levels responsible for compliance with the ASPR.

3. The ASPR is in a continuous process of change, a fact which impedes the timely
processing of procurement actions, and consumes an inordinate and expensive amount of
time of the procurement personnel responsible for compliance with the ASPR.

The ASPR is expanded and supplemented by each Military Department, the Defense
Supply Agency and the Defense Contract Audit Agency by means of their separately
developed and maintained procurement regulations. These departmental and agency
regulations largely parallel ASPR in format and provide additional procurement policy and
procedural matter related to ASPR provisions.

From a substantive standpoint, the ASPR gives minimum emphasis to the need for
maintaining an adequate industrial base, although the Armed Services Procurement Act gives
policy recognition to this consideration with a specific exception (No. 16) to the general
rule requiring advertised bids.

In addition to the complex framework of procurement regulations, there is an
abundance of Department of Defense and Military Service directives, instructions,
memoranda and other guidance material, including circulars, handbooks and guides, which
have a pronounced impact on Defense procurement. These documents deal with
organization and management, and administrative policy concepts and procedures.
Procurement personnel must be governed in practice by these constraints, as well as by the
procurement family of regulations.

The Department of Defense directive and guidance system results in an avalanche of
paper instructions which are duplicative, overlapping and sometimes contradictory. There is
no evidence of a concentrated attempt to reduce the number and scope of the directives and
guidance, or to make these documents consistent and harmonious. The need for assessment
and review is conspicuous.*

C. Department of Defense Procurement Work Force

Regardless of how effective the overall system of Department procurement regulations
may be judged to be, the key determinants of the ultimate effectiveness and efficiency of
the Defense Procurement process are the procurement personnel who have the challenging
responsibiltity for interpreting and applying the regulations and associated guidance
material. The importance of this truism has not been appropriately reflected in the
recruitment, career development, training, and management of the procurement work force.
As a consequence, the Department is faced with a significant number of immediate and
future problems with respect to the availability in adequate numbers of appropriately
qualified and capable procurement personnel. For example, major problems exist with
respect to their aging, turnover, capabilities, and utilization.

*See “‘Management Systems™ in this Chapter.
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There is a particular urgency in the matter of upgrading personnel involved in contract
negotiation and in the system of promotions and reward for the negotiators. That the
overwhelming proportion of Defense procurement actions take the form of negotiated
contracts is a fact of life and should be recognized as such. Department of Defense
personnel who negotiate this great number and dollar value of contracts are involved with
negotiators from industry who are key personnel with lifetimes of experience, and paid by
industry much higher than the pay received by the Defense contract negotiators. The
Defense negotiator is at a disadvantage, to say the least. Skills of Government negotiators
obtained through experience are often wasted by the existing system of rewards, which
appears to promote the most capable negotiators to supervisory positions, thereby removing
them from direct negotiating activities. Contract negotiation is a special skill, different from
and often more difficult to develop or acquire than are administrative or supervisory skills.
A system of rewards for negotiators, which is commensurate with their skills and does not
necessarily require their removal from active negotiations, should be developed.
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II-23 The Secretary of Defense should recommend to the Congress and to the existing
commission on Government-wide procurement that the Armed Services Procurement Act
and other applicable statutes be amended to reduce or eliminate the requirement for
Determination and Findings on all negotiated contracts, to reflect the practicalities of
Defense procurement needs and activities which result in most Defense procurements being
accomplished by other than formally advertised methods, and also to reflect the various new

types of contracts developed in recent years.
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II-24 The Armed Services Procurement Regulation (ASPR) and the ASPR Committee
System should be reviewed with the objective of formulating a more efficient management
organization for incorporating changes into the ASPR and with the view toward reduction
in the volume and the complexity of the ASPR.
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II-25 In the implementation of procurement policy, due regard should be given to the need

for an adequate, but not excessive, industrial base.
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11-26 Improvement should be affected in the acquisition, training and retention of

procurement personnel, with emphasis on a promotion system for contract negotiators

which will not necessarily remove them from negotiating activites.
LR R 222 2L 2 LR R L RS R R R R RS RS TS SRR E SIS ES SR RS EE TR E LR X XS

IV. THE INDUSTRIAL MOBILIZATION BASE

The urgent requirement for increased production to support U.S. Armed Forces in
World War II and the reluctance or inability of U.S. industry to invest private capital in the
amounts and for the purposes required, forced the Government to build a substantial
industrial capability.
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Following World War II, it was recognized that any future war would not allow time
for the construction of production facilities after the start of hostilities. In 1948, the
Congress passed the National Industrial Reserve Act “to promote the common defense by
providing for the retention and maintenance of a national reserve of industrial productive
capability. . .”

The Department has, therefore, maintained ownership of a large industrial mobilization
base consisting of industrial plants and plant equipment. As of 30 June 1969, this Defense
’ industrial base represented an original investment of about $18 billion. The out-of-pocket
support costs associated with maintaining the Defense industrial base in FY 1969 amounted
to $366 million.

Department records do not indicate the condition or capability of the plants or plant
equipment. In fact, no records are kept on a majority of the plant equipment in the
inventory.

The ownership of the plants and plant equipment encourages the unwarranted belief
that the Department has a viable industrial mobilization base that can increase production
of vital war materiel on short notice. Experience in the Korean War and the Vietnam War
indicates that the continuing rapid advance of technology is changing both production
techniques and the items which must be produced at a rate that renders much of the
equipment currently owned by the Department so outmoded that it has no utility or is
hopelessly inefficient.

It is imperative that a viable industrial mobilization base be established and maintained.
However, it does not now exist under the concept of Department ownership of industrial
plants and plant equipment. The Department should reexamine its present holdings and, as a
matter of urgency, develop and implement a plan to assure that emergency production of
high priority war materiel can be initiated quickly and effectively. This can be achieved in
many cases only by maintaining an active production life.

The Department continues to buy plant equipment and provide it to contractors on the

theory that it is cheaper to maintain ownership of the equipment than to allow the

* contractors to charge it off to the contracts. As of 30 June 1969, contractors held
government-owned equipment with an original investment cost of about $4 billion.

The Department has not been able to maintain control of its inventory of plant
equipment. It attempts to control only the equipment with original unit cost of $1,000 or
more. Even for these items where records are mainfained, the Department unnecessarily
procures some new equipment through failure to consult the inventory records or through
incomplete or incorrect records.

In FY 1969, the Department provided contractors with $133 million of industrial plant
equipment with original unit cost of $1,000 or more.

Adequate information is not available to determine the full costs to the Department of
maintaining ownership of industrial plant equipment; to procure, provide to a contractor for
a specific contract, reclaim and store at the end of the contract, and maintain inventory
records to permit its reuse when needed. Howeyver, it is apparent that the Department is not
doing an effective or economical job under the present concept.
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II-27 The Department of Defense should consider buying and providing industrial plant and
equipment to contractors only when it can be clearly shown to be to the economic
advantage of the Government or when it is essential to the Department’s plan to provide a
viable industrial mobilization base. Contractors should be encouraged to provide necessary
industrial plants and plant equipment, and should be permitted to charge off peculiar plant

equipment against specific contracts.
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II-28 A program should be initiated for the Department of Defense to divest all plant
equipment where ownership cannot clearly be shown to be to the economic advantage of

the Government.
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1I-29 A plan should be developed and implemented to assure that emergency production of

high priority war materiel can be initiated quickly and effectively.
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II-30 The responsibility for maintaining an inventory and control of Department-owned
equipment should be assigned to the Assistant Secretary of Defense (Installations and

Procurement),
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V. LOGISTICS

The term “logistics™ has a variety of meanings. Here it is interpreted as encompassing
the management of all classes of U.S. military consumable supplies and secondary items
worldwide, depot maintenance and overhaul of military equipment, plus transportation and
traffic management. These logistics functions inevitably account for a significant fraction of
the Defense dollar. The sum of their costs in Fiscal Year 1969 was over $20 billion.

The broad scope of the subject makes pointed summary difficult, but one salient
generalization seems to encompass most of the findings.

It is clear that significant military logistics improvement can be achieved through
efficient, coordinated exploitation of new technologies in the areas of transportation,
communications, automatic data processing (ADP), and Integrated Procurement
Management. To date, however, the full potential of these new technologies has not been
realized, nor will they be realized in long-range logistics programs that are presently
proposed by most of the Military Services.

A. Supply, Maintenance and Transportation
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The potential for increased efficiency and improved effectiveness by standardizing or
integrating logistics management and activities has long been recognized. Efficient,
coordinated exploitation of new technologies in the areas of transportation,
communications and automatic data processing offer increasing rewards in effectiveness of
logistics support and cost savings.

Congressional pressures for standardization and integration of Defense logistics have
been strong and continuous. These Congressional pressures have taken various forms, as
several examples illustrate. Congress provided by amendment to the 1953 Defense
Appropriations Act that no funds would be obligated for procurement, production,
warehousing, distribution or related supply management functions except in accordance
with regulations issued by the Secretary of Defense. The 1958 Defense Reorganization Act
provides that whenever the Secretary of Defense determines it advantageous in terms of
effectiveness, economy or efficiency, he shall provide for carrying out common supply or
service activities by a single agency or other organization as he deems appropriate. In 1967,
the Defense budget was trimmed by the Congress to “encourage integration” of logistics
support.

There has been considerable progress in integrating “‘common item” procurement and
the initial phase of supply management. Despite vigorous efforts to achieve standardization
or integration in the remainder of the logistics system, both from within the Department
and from the Office of the Secretary of Defense, progress has been slow. To date, the full
potential of new technology has not been realized in the post-procurement phases of
Defense logistics, nor will it be realized in the long-range logistics programs under
consideration by most of the Services. As found by a GAO investigation in March 1968,
“OSD has permitted the Services and Defense Agencies to develop management systems
unilaterally and independently without regard to inter-Service compatibility or relationships
of systems.”

Because the impact of logistics integration has fallen primarily on the procurement and
initial inventory management phases, the resulting improvements in effectiveness of support
of Unified Commands in the field have been minimal compared to the improvements which
are possible. The benefits of standardized and integrated logistics have not been extended
overseas to any appreciable extent. Defense Supply Agency responsibilities do not extend
overseas. Overseas logistics management is currently the responsibility of four organizational
units, - one in each Service ~ each of which has many elements. Because of inherent and
continuing differences among these organizations, the Unified Commander must
accommodate different terminologies, different measures of logistics performances and,
most unfortunately, different degrees of readiness.

1. Impact of Decentralized Supply Systems

The differences among the Services in their approaches to theater supply
management illustrate the varying degrees of effectiveness of support, efficiency and
economy which prevail.

In the acquisition and initial supply phase of Defense logistics, six principal entities
are involved: (1) General Services Administration (administrative equipment, including
computer hardware); (2) Defense Supply Agency (“common items™); (3) The Air Force
(principally the Air Force Logistics Command); (4) The Army (The Army Materiel
Command); (5) The Navy (Naval Supply Systems Command); and (6) The Marine Corps. All
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of these organizations operate in the Continental United States; few operate overseas.

The General Services Administration and Defense Supply Agency are procurers and
wholesalers whose supply functions are limited to the Continental United States. In
estimating new procurement and stockage requirements, the demand and inventory
information to these organizations from overseas is limited to what can be inferred from
bulk requisitions and occasional asset level reports. No current consumption data is available
to them,

The Air Force Logistics Command operates a vertical supply system in which each
base, worldwide, is a consumer-customer, supplied directly from wholesales activities
located in the United States. The Air Force has no depots overseas. Requisitions received at
the wholesale level provide a clear view of consumption data and demand patterns, because
they are not filtered through a series of intervening control echelons that aggregate many
requisitions over long periods, thereby obscuring demand trends.

The Army supply system, on the other hand, is not vertical, but horizontal. The
Army Materiel Command operates only in the Continental United States, and each Theater
has its own parallel supply system. There is no greater access for the Army Materiel
Command to theater demand trends and consumption data than there is for the Defense
Supply Agency. The Army Materiel Command and the theater logistics commands have
separate stock funds. In effect, the Army components in the theaters have autonomous
logistics systems that procure items from Continental United States wholesale supply
agencies. (Vietnam logistics are not separately stock-funded.) The horizontal supply system
of the Army provides no effective means for adjustment of inventory imbalances among
theaters.

The Navy supply system in the Continental United States is in many ways more
centralized than in the Air Force. At three Inventory Control Points (Ships Ports Control
Center, Aviation Supply Office and Electronics Supply Office), inventory levels at Naval
Supply Centers and other distribution points are monitored, and replenishments of centrally
managed items are shipped as necessary. The Navy supports the Sixth Fleet (Mediterranean
Sea) directly from the United States through dedicated Navy cargo ships. The Seventh Fleet
(Pacific) is also supported directly in part, but the Navy has supply depots in the Philippines
and in Japan which also support the Pacific Fleet. These two supply depots are largely
autonomous of the supply system in the United States, with the Navy supply system in the
United States having little visibility of the demand trends, consumption, or inventory levels
in the depots, except on aeronautical items.

The Marine Corps obtains a part of its supply support from the Navy Supply System
and some from the Marine Corps Supply System. Its distribution system includes depots and
bases and air stations. Despite being dependent on numerous other agencies for its
procurement of items from industry, the Marine Corps insists upon stocking and distributing
materiel through its own system, which suffers from many of the same type of problems
found in the Army system.

Combat Force Commanders in the field have found it necessary to improve the
effectiveness of logistics support, and to overcome the lack of logistics mtegratlon by
creating ad hoc cross-service arrangements. For example, in Vietnam the Navy is designated
as Executive Agent for all common items in I Corps area and the Army as Executive Agent
for II, III and IV Corps. In the European theater, the Army is designated Executive Agent
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for subsistence items for all Services.

There is a close interrelationship between the degree of logistics integration and the
use of automatic data processing.

2. Automatic Data Processing

A distinguishing mark of the decentralized and fragmented supply system in the
» Defense Department is the proliferation of Automatic Data Processing (ADP) systems and
programs which are largely incompatible, both intra-Service and inter-Service. This results
not only in weaknesses in inventory management and distribution imbalances, but in high
and increasing costs of ADP software for a variety of ADP programs to accomplish the same
* types of functions. The aggregate costs - and confusion - resulting from the development and
periodic upgrading, as advanced computers are required and acquired, of ADP programs for
each class of supplies by the DSA, the four Military Services and the theater logistics
commands, with minimal compatibility, critically impact on the Department’s effectiveness,
efficiency and economy. The long-range logistics programs under consideration by most of
the Military Services will not remedy this problem.

3. Maintenance

Maintenance is the ultimate consumer of all techmical supplies and materials
acquired by the Department of Defense for support of military hardware - a consumption
which amounts to approximately five billion dollars annually. Investment in industrial
tooling, equipment and facility capability to support this maintenance function accounts for
approximately another one billion dollars annually. About one-third of all Department of
Defense personnel are involved in the maintenance function.

Maintenance management resides basically with the Services. (Neither GSA nor DSA
has maintenance responsibilities.) Responsibilities for maintenance within the Services are
vested for the most part in the same organizations having responsibilities for the supply
function.

. The maintenance function is divided into three levels: (1) organizational or service
level; (2) intermediate, or repair level; and (3) depot, or overhaul level. Generally, the Army
performs all levels of maintenance in-theater, but Navy and Air Force depot or overhaul
maintenance is performed in the United States.

Integration of maintenance management is the exception, and where it exists, it
occurs almost exclusively at the depot level on a selected item basis. For example, the Air
Force is designated to overhaul A-7 aircraft engines for both Air Force and Navy, and the
Navy performs A-7 aircraft airframe and avionics depot maintenance.

As is the case in supply management, traditional approaches cause variances in
maintenance management to continue. For example, the Army and Air Force prescribe
aircraft inspections to be performed at intervals measured in aircraft flight time, while Navy
aircraft inspections (sometimes of the same aircraft) are prescribed to be performed on a
calendar schedule.

The maintenance function is even less integrated than the supply systems. For
example, the Army’s Tank and Automotive Command (TACOM) is assigned responsibility
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for integrated management or procurement and wholesale supply of combat and tactical
vehicle items. Depot maintenance is performed by the Service using the item. (In Vietnam,
the Executive Agent designation of Navy and Army for operations areas includes
maintenance as well as supply.)

In some instances, lack of management flexibility causes uneconomical results. For
example, current Department of Navy practices provide for secondary support of reparables
through the Navy Stock Fund paid for out of operations and maintenance appropriations.
Provisioning spares and replacement of reparable equipments themselves are financed by
procurement appropriations. There is no authority to use procurement funds to finance
maintenance costs and vice versa. When operations and maintenance funds are inadequate to
repair the materiel, responsible officers are faced with the decision either to make
uneconomical new procurements or bear responsibility for unacceptable “downtime” on
critical equipments. Economy dictates that reparable carcasses be utilized to the maximum
extent possible.
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II-31 Repair in lieu of replacement should be an allowable charge against the parent

procurement appropriation funding the basic equipment.
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4. Transportation

All of the Services have extensive organic* transportation resources, and each of the
Military Departments is the “single Manager” for some ‘“‘common user” transportation
Yy
service.

The Air Force has a considerable number of transport aircraft organically assigned to
tactical air units, which are used both for rapid deployment of tactical air units overseas and
for intra-theater roles after deployment.

The Navy’s organic cargo ship fleet, numbering some 78 vessels, is used to deliver
supplies to Navy forces at sea. The Navy also operates an amphibious fleet of some 94 ships
in support of the Marine Corps and maintains an organic air transport force of 136 aircraft.

The Army’s organic transportation is comprised of wheeled vehicles and helicopters
used for tactical mobility and overland supply support, and does not include any global
transportation capability.

The “common user” activities are the Military Airlift Command (MAC), for which
the Air Force is Executive Agent; the Military Sea Transportation Service (MSTS), for which
the Navy is Executive Agent; and the Military Traffic Management and Terminal Service
(MTMTS), for which the Army is Executive Agent.

The Military Airlift Command is an industrially funded **airlift service, using both

*Assigned as integral equipment of the using command.
**An industrially funded activity is one which operates with a working capital fund, from which operating expenses are
paid, and which is reimbursed through charges to benefitting organizations.
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owned cargo aircraft (234 C-141s, with 70 C-5s scheduled for operation by 1973) and
contracted commercial carriers (amounting to 617 million dollars in 1969). MAC operates
aerial ports of embarkation (APOEs) in the United States and aerial ports of disembarkation
(APODs) overseas. It also operates the Air Weather Service and the Aerospace Rescue and
Recovery Service. In addition, MAC is the contracting agent for airmail services provided by
commercial airlines and for contract airlift services used by the Air Force (LOGAIR) and
the Navy (QUICKTRANS) within the United States.

MAC tariffs represent the weighted average costs of military and commercial
augmentation airlift from and to overseas areas. The average costs of commercial airlift to
MAC include total costs of commercial operators, plus profit. Industrially-funded costs of
MAC-owned aircraft, on the other hand, are limited to operations and maintenance plus a
portion of operating support costs. The pay and allowances of military personnel (about
37,000 out of 43,000 total associated with the industrially-funded airlift service), the cost
of the aircraft procurement, and much of the base operating support costs are excluded.

The majority of airlift is carried out by MAC-owned aircraft, and when the C-5
enters the inventory, there will be little requirement for commercial augmentation for
overseas airlift shipments. MAC carriers are primarily designed for the mobility (initial
deployment of forces) rather than the steady-state cargo supply mission. (Personnel
movements, other than initial unit deployments, are handled primarily by contract
commercial carriers.)

The Military Sea Transport Service (MSTS) contrasts sharply with MAC. Although it
operates a small (37 dry cargo ships) nucleus fleet owned by the Government, only five
percent of the MSTS workload is currently accounted for by these ships. Seventy-eight
percent of the cargo is carried by privately-owned merchant ships and the remaining
seventeen percent by ships from the “mothball fleet” administered by the Maritime
Administration. MSTS “‘unlike MAC” has no port facilities. Only two of the 37 ships in the
“nucleus” fleet are adapted to the mission of military unit deployment. (Only five dry cargo
ships have been constructed for the “nucleus” fleet since World War II, and MSTS fully
controls one other ship which is privately owned, having been built under a “build and
charter” arrangement.) The “nucleus™ fleet is manned and operated by civilian (civil service)
crews. Unlike MAC, MSTS tariffs for sealift costs are effectively total costs, since its
available resources are primarily commercial, and because sealift costs, unlike airlift costs,
are not discounted through allocation of costs of the alternate mission of “strategic
mobility” (although sealift shares this mission). MSTS is, therefore, primarily a traffic
management service, with a small additional role as a transportation operator.

The Military Traffic Management and Terminal Service (MTMTS) has no
intercontinental transportation resources. Traffic management within the U.S. is not
industrially-funded, but is billed to the shipper on an actual carrier-charge basis. MTMTS has
the responsibility (which it executes through industrially funded operations) for movement
and storage of the personal property of military personnel, the operation of seven overseas
ports for the Air Force, and the operation of Military Ocean Terminals in the Continental
United States. (The Navy operates two major port facilities for cargo ships in the United
States in connection with large supply centers in support of the Atlantic and Pacific Fleets,
and three separate ammunition ports in connection with Naval Ammunition Depots, the
ammunition ports being “common user” ports through which ammunition is shipped to all
Services.)
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None of the above-mentioned organizations exercises traffic management functions
within overseas theaters. Theater Traffic Management agencies overseas are operated jointly,
but organic transportation resources are maintained, operated and scheduled separately by
the respective Service components of the Unified Commands.

The absence of any significant degree of traffic management integration contributes
to the loss of efficiency and economy, as well as to impairment of the effectiveness of
supply support to combat forces. This can be illustrated by discussion of a few particular
problems.

Cargo shipping the world over is now being changed in a revolutionary fashion as
old-fashioned “break-bulk™ ships are replaced by containerships. The intermodal container
can eliminate cargo handling between consignor and consignee. It also greatly increases ship
productivity and profitability, because, with swift loading and unloading, time spent in
ports is reduced significantly, and it serves to reduce pilferage.

Commercial intermodal containers now account for a major portion of the military
cargo shipped to Europe, and, in Fiscal Year 1969, 42 percent of the outbound general
cargo that moved through Pacific coast military terminals was containerized. Projected
estimates of Department of Defense general cargo containerization in the future range from
65 percent to over 80 percent. Recent tests indicate significant advantages from
containerization of ammunition.

Containerization benefits are greatest in terms of cargo protection, rapid delivery,
and economy when containers can be “throughput” directly from consignors to consignees
and when small shipments can be efficiently consolidated. Container movement scheduling,
container carrier booking, and container fleet control can be accomplished most efficiently
when intermodal movement is treated administratively as an integral process. For the
Department of Defense, the Through Government Bill of Lading (TGBL) serves as the
common denominator for dealings with common carriers.

The TGBL is, effectively, a freight forwarding mechanism that encompasses
origin-to-destination throughput in a single financial transaction with minimum
documentation. It has been used extensively by MTMTS for shipment of the household
goods of military personnel, and it is now used for about one percent of military container
cargo, with the percentage expected to increase. TGBL tenders incorporate what are, in
effect, multi-modal tariff bids, or offerings, which are withdrawn or changed from time to
time in reflection of short-term transport market conditions.

MSTS tariffs for container shipment reflect rates offered to MSTS annually by
containership operators in individual competitive bids. Low bidders are given priority in the
allocation of shipments, The military shipper Service that uses MSTS-administered
commercial container services does so under a so-called “through movement” system
involving separate billing and documentation for: (1) land transportation to the POE
(administered by MTMTS with direct-charge for carriage); (2) Sea transportation (MSTS
tariff); and (3) Land transportation to the inland destination overseas (theater
responsibility).

In direct competition with this system is the TGBL system administered by MTMTS

(MSTS can also administer TGBLs, but chooses not to do so). The MSTS basic concern is
that TGBL tenders generally encompass ocean carrier rates lower than those reflected in the
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general MSTS tariff. In effect, the TGBL tender incorporates the carrier’s current
competitive rate.

MSTS has effectively prevented the ocean carriers from offering discounted rates in
TGBL tenders by treating seasonally discounted rates as if they were permanent, Carriers
who would otherwise offer temporary low rates in slack periods cannot do so if they are not
permitted to revert to higher rates in busier periods, which MSTS practice effectively
prohibits. Thus, carriers are inhibited from offering seasonal rates for TGBL shipments.

The TGBL issue is less significant in itself than as a manifestation of the more
fundamental question as to whether it is any longer efficient to divide traffic management
along Service lines. Even if container service and the TGBLs are disregarded, it is possible to
demonstrate that least-cost land routing* of export break-bulk cargo to nearby ports can
lead to greater overall cost than routing to more distant ports “dedicated” to given
destinations. Savings in improved ship loading and reduced coastal movement between
multiple ports more than offset increased line-haul costs.

The principle that the sum of minimum costs negotiated for each of several route
legs may exceed a single cost negotiated for the entire route also brings into question the
management of U.S. traffic overseas. As is noted above, this is the responsibility of joint
Traffic Management Agencies subordinate to theater commanders.

Modern container service used in the Department until now has been primarily
commercial, involving dedicated shipping under contract in shipments to Vietnam, and
primarily, berth term arrangements** for shipments to Europe. Looking into the future,
however, each of the Services is anticipating at least some requirement for container fleets
owned or leased by the Government. This requirement reflects expectation that containers
may be retained for extensive periods in forward combat areas. It also is related to concern
over possible needs for containers built to particular military specifications.

Thus, while continuing to use commercial container service under MTMTS and
MSTS auspices, each of the Services, OSD and the JCS have initiated a variety of
investigations into various aspects of container utility and applications.

As with vehicles, defense container requirements will vary with respect to both time
and geography. Overall container requirements and costs will be less if there is a single
manager who can allocate and schedule all of the Department of Defense container
resources from a central vantage point. This advantage will be denied, however, if the
Services’ containers do not conform to common standards (with due provision, of course,
for Service-unique requirements).

The desirability of consignor-consignee “throughput™ of consolidated cargo applies
to air shipment as well as to surface shipment. At the present time there is practically no
intermodal throughput of airlift cargo. Military air cargo is unitized on pallets, which do not
provide the protection required of a true intermodal unitization system. When intermodal
containers come to be used for military aircraft, the requirement for smoothness and

*The route that has the lowest cost for the land portion of the haul.
**Arrangements with commercial shippers on a space to be available when needed basis.
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efficiency of action at the MAC-MTMT'S interface will be more important than it is now.

The fragmentation of logistics functions has another critical impact on defense
capabilities which is unconnected with economy and efficiency. There is also vigorous
competition for resources between combat force requirements and logistical requirements.
Particularly when budgets are declining, this competition is severe. Being fragmented, there
is no unified logistics voice to argue effectively for the balance which best guarantees a high
state of military readiness.

An even more critical deficiency attributable to fragmentation of logistics
responsibilities is the impairment of planning capabilities thereby occasioned. The present
decentralized system of logistics presents a confused panorama of participating activities,
each of which has overview of only a small portion of total logistics capabilities. Under these
circumstances, it is hardly surprising that military operations almost always suffer major
logistics crises, particularly in their initial phases.

The decentralization of logistics functions has resulted in the circumstance that only
at the Office of the Secretary of Defense is there any significant overview or merger of
responsibility for the broad scope of closely interrelated defense logistics activities. Not
surprisingly, the Office of Assistant Secretary of Defense (Installations and Logistics) has
become involved, not only in broad policy matters, but often in the fine detail of logistics
operations. Directives formulated by this office frequently state not only what should be
done, but also how it should be done. This condition applies to supply, maintenance and
transportation. (The efforts of the Office of Installations and Logistics have been directed
primarily at achievement of a greater degree of standardization to promote efficiency, and
have met with very limited success.) Integration of logistics functions would, therefore,
reduce the necessity for such detailed supervision of, and imposition of reporting
requirements on subordinate echelons by ASD(I&L), and, indeed, should permit a
substantial reduction in the manning level of this office.

There is a significant potential for improved effectiveness, efficiency and economy
which can be realized through increased integration of all logistics functions. There are, of
course, logistics problems unique to each of the Services deriving from their differing
missions and compositions. Consequently, some of the existing variances among the Services
in logistics practices are meritorious, and will, of necessity, continue to exist. Such
differences, however, can and should be accommodated within the framework of an
integrated supply, maintenance and transportation system. Nor are the differences in
missions and compositions so fundamental as to preclude the adaptation of advanced
techniques developed by one Service to the logistics systems of the others to accomplish
improved effectiveness, efficiency and economy.

There is substantial room for improvement and greater integration of management
throughout the supply, maintenance and transportation systems of the Department. The
most critical need for improved effectiveness, however, is in the support of the Unified and
Specified Commands, and first priority should be placed on integrating the logistics support
activities for the overseas combatant forces.

In summary, the logistics system of the Department of Defense is decentralized and
fragmented in functional assignment. However, this is not critical in such activities as
procurement and the initial warehousing phase (excluding a part of wholesale supply, retail
supply, maintenance, traffic management and transportation). Efforts of the Congress and
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the Office of the Secretary of Defense to improve efficiency and effectiveness of the other
activities through standardization of procedures and approaches have achieved very limited
improvements. As a consequence, the current inventory management, distribution,
maintenance, and transportation systems are needlessly inefficient and wasteful, and even
more important, fall far short of the potential for effectiveness of support of combatant
commanders.

There are a number of critical short-falls that could best be remedied by a
. consolidation of functions in a unified Logistics Command to provide support to all Unified
and Specified Commands. Among these short-falls to be remedied are the following:

a. There is a profusion of horizontal layering in supply activities, including items
handled by DSA, GSA, the Army and to some extent, items handled by the Marines and
Navy. This horizontal layering of supply systems obscures the visibility to procuring
activities of the consumption data and the demand trends of the user to an extent which
seriously impairs effective supply flow. The system also provides no effective mechanism for
correction of inventory imbalances within or among theaters;

b. There is a proliferation of separate, largely incompatible Automatic Data
Processing (ADP) systems, which are needlessly duplicative. Software programming for each
of these is costly, and the cost of software is increasing at a much higher rate than computer
hardware. With each modernization step on the many separate ADP programs, the
inefficiencies and incompatibilities of the overall supply system appear to become more
tightly locked in;

c. There are significant duplications in maintenance activities, and successful
efforts to integrate maintenance activities have been few and isolated;

d. Responsibility for both traffic management and transportation of cargo for
overseas distributions is divided largely by Service and transportation mode, and conflicts
between activities are numerous, costly and impair effectiveness; and

e. The fragmentation of supply (other than procurement), maintenance and
transportation responsibilities precludes required overview capability of logistics activities,
particularly at the level of the Unified Commands. It stimulates excessively detailed
management from the Office of the Secretary of Defense in attempts to overcome excessive
. spans of control, critically impairs military planning for joint operations, and contributes to
the potential for imbalances in allocations of resources between combatant and logistical
forces.

Integration of supply, maintenance and transportation functions for the support of
Unified and Specified Commands can substantially improve the effectiveness of logistics
support, while at the same time achieving greater efficiency and economy. A unified
vertically-oriented supply and transportation system, including maintenance, should be
organized for support of all combat forces, both those overseas and those held in the United
States ready for overseas deployment. With a vertical system, integrated from Continental
United States through theater management, items could be moved from the United States to
overseas commands without financial transactions, and as easily withdrawn in necessary
redistribution actions, since supplies in the United States and all theaters, within a given
supply class, would all be accounted for within the same stock fund or working capital fund.
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In addition to improvements in effectiveness, efficiency and economy, a unified
Logistics Command would greatly enhance the planning capability of the Unified and
Specified Commanders.*

Effective logistics integration will require an advanced computerized control and
information system, without which the resultant system would be that of a confederation
with subdivisions so loosely connected that few of the benefits of union could be achieved.
There are significant disparities among the levels of sophistication of ADP systems the
Services have achieved to date. The Air Force, with experience at a relatively high level of
technical sophistication, has planned a highly advanced systems concept for the 1970s. The
Navy, with a wholesale control system in some ways more advanced than the system the Air
Force seeks to replace, is designing an advanced logistics system. With reasonable effort,
these systems can be brought together. The Army, however, is in the process of
implementing a system that is in some ways less advanced than the one the Air Force seeks
to replace. In developing a logistics ADP system with common elements for all Services for
those functions to be shared, the first step is to stop all current development and
procurement activity not necessary for support of near-term operations. In view of the
practical problems connected with an integration of these logistics functions, a phased
approach is clearly necessary.
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1I-32 The responsibility for providing supply distribution, maintenance and transportation
services to the combatant forces in Unified and Specified Commands under the Strategic

and Tactical Commands should be assigned to the unified Logistics Command.
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II-33 The Logistics Command should be assigned the traffic management and terminal
management functions now allocated to the Military Traffic management and Terminal
Service (MTMTS), the Military Sea Transportation Service (MSTS) and the Theater Traffic

Management agencies.
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1I-34 The Military Airlift Command and Military Sea Transportation Command both should

be assigned to the Logistics Command.
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1I-35 The Logistics Command should be directed to develop, under the policy guidance of
the Assistant Secretary of Defense (Telecommunications), an ADP logistics system to
encompass supply distribution elements that can be shared among the Services, and all
development and procurement activity toward separate ADP logistics systems not essential

to support of near-term operations should be suspended.
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*On creating a unified Logistics Command, see Recommendation I4,
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B. Integrated Procurement Management

In the late 1940s and early 1950s, Congressional demands for economy and the
elimination of duplication were expressed by including in yearly appropriation bills
provisions giving authority, and in some cases, direction to the Secretary of Defense to
standardize, consolidate and eliminate duplication in logistics activities.

In World War II, the Army purchased certain items of subsistence for all Services quite
successfully. Based on this experience, the Secretary of Defense, in 1951, established Single
Department Procurement of selected commodities. In 1952, coding of items under the
Federal Cataloging System was accelerated, which required all Military Services to use the
same stock number and name for the same item, and to group items into homogeneous
Federal Supply Classes.

Increasing Congressional pressures to expand Single Department Procurement to include
supply as well as procurement resulted in 1955 in the Single Manager Concept which
included initial warehousing and distribution, as well as procurement, for selected
commodities.

An amendment to the 1958 Appropriation Act gave the Secretary of Defense authority
to transfer supply and service functions among the Military Services to achieve efficiency
and economy, and this authority was later included in the National Security Act by the
Defense Reorganization Act of 1958.

By 1961, the Single Manager Concept had been implemented for eight commodity areas,
and implementation in a ninth commodity area was in progress. The Defense Supply Agency
(DSA) absorbed the management of these commodity areas when it became operational on
January 1, 1962.

Conceptually, DSA was to act as manager for “common items”. “Common item” does
not refer to an item used by two or more of the Services, but is defined as a “‘class or
category of items of commercial type, largely non-technical in nature, generally used
throughout the military and civilian economies.”

In July 1965, Item Management Coding (IMC) criteria were published, the Services were
directed to make a three-year review of all items, and the burden was placed on the Services
to justify not coding items for single management. Of the some one million items reviewed,
the Services noted withdrawal of interest on 23 percent, and coded 58.4 percent for
integrated management and 18.6 percent for Service management.

Department of Defense policy also established “Permissive Coding,” by which an item
can voluntarily be coded by a Military Service for integrated management even though it
meets one of the ten criteria permitting Service management.

As of January 1970, DSA manages about one-half the item count in the total inventory.
About 70 percent of these items are of interest to only one Service. By value, the DSA
inventory of about $3 billion represents only 13 percent of the dollar value of the total
inventory.

The experience with integrated management of procurement has justified the
expectations of improved efficiency and economy. Although the principle has proved
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sound, problems associated with the procedures of implementation have arisen which
require evaluation and correction,

The Item Management and Permissive Coding have resulted in severe “item turbulence”.
“Item turbulence” refers to changes to basic information connected with an item, such as
stock numbers, name, manager, designation, unit price, unit issue, etc., which is required to
order, turn-in, reissue, report on or otherwise transact business with reference to the item.
The impact of this turbulence is illustrated by the fact that one change in Federal Stock
Number (FSN) could trigger up to 2,800 changes through the Department of Defense
Supply System, depending on the number of organizational units or records dealing with
that item.

Item turbulence is aggravated by a number of additional factors. A major problem is
created when an item is coded to DSA for integrated management, but at the time of the
Effective Transfer Date (ETD), there are few or no items in the inventory available for
transfer to DSA. This “Dry Pipeline” results in DSA assuming management of an item
without any items in inventory available to supply customers. This circumstance arises often
when the Services do not have the funds to procure the item.

Lack of technical data on items coded for DSA management adds to the problem. Long
storage of technical data can make it unsuitable for photographic reproduction by DSA, as
is necessary for distribution for competitive bids. In some instances, the Services do not
have the required technical data as they have been procuring the items from known
manufacturers or sources of supply, whereas DSA needs the technical data to purchase
under competitive procurement.

In other instances, coding conflicts occur when an item managed by two or more of the
Military Services is coded for integrated management by one and for retention under Service
management by another.

The IMC program provides that the Services can retain management of major end items
(tanks, missiles, etc.) even though they fall in a general category of materiel assigned to DSA
for management. In most such cases, however, the repair parts are managed by DSA. This
results in a division of management authority between the major end item, itself, and the
supporting components and repair parts. The Services retain responsibility for the technical
aspects of both end items and their components and parts. This involves planning,
engineering development, major item production and maintenance. (The Services are
charged with the responsibility for providing engineering support to DSA, which has no
engineering staff capability). This division of logistic responsibility between the Services and
DSA, involving such closely related and interacting functions relating to a single major piece
of equipment, requires so much time for coordination that it has become a critical factor in
responding adequately to needs of the forces in the field.

Some of the troublesome item transfers by permissive coding may possibly be
attributable to inadequate cash balances in Stock Funds. Currently, Department of Defense
policy provides for adequate cash balances, but actual cash balances have, in fact, been far
less than adequate. Sufficient cash balances in stock funds are essential for effective
secondary item support and to avoid disruptions of orderly procurement programs.

DS{& now manages some 400,000 items coded as “non-stocked”. No meaningful
evaluation has been made of the impact on requisitioners of the excessive order and shipping
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time for such items which are not kept in inventory. No credit is given when excess
quantities of such items are turned in, a practice which should also be re-examined.

The potential for improved efficiency and effectiveness of support thoroughly justifies
the incentives created by Department of Defense policy for integrated procurement. The
degree of turbulence and other inhibiting factors now existing indicate that a comprehensive
policy and status review are now much in order. To avoid the turbulence, migration of items
between managers needs to be at a more stable pace. IMC criteria for determining item
managers should be reviewed against experience, with particular attention being paid to the
effect of integrated coding of repair parts for major end items which continue under Service
management. Consideration should be given to the establishment of criteria for
requirements for pipeline fill and standards for availability of technical data as prerequisities
for changes in managership. In the review, special consideration should be given to the
impact of each factor on the requisitioner.
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II-36 A moratorium should be declared on Integrated Management Coding for transfers of
the management of items, and a complete review be conducted to determine:

{a) The adequacy of IMC criteria as indicated by experience with their use;

(b) The magnitude of impact of divided management responsibility for major end
items and for the components and parts for the item;

(c) The number of items coded for transfers of managers with partial or dry
pipelines, the relationship of ‘‘dry pipeline” item management transfers and stock fund
depletion of transferers, the impact of ‘dry pipeline” item management transfers on
requisitioners, and the feasibility of establishing pipeline fill requirements as prerequisites
for item management transfers;

(d) The feasibility of establishing technical data availability standards for item
management transfers,

(e) Methods of reducing conflicts of Integrated Management Coding by the several
Military Services, and

(f) The impact on requisitioners of existing criteria by which items are coded as

“non-stocked”.
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CHAPTER I
MANAGEMENT AND PROCEDURES

1. GENERAL

The Department of Defense presents an unparalleled management challenge. Many
factors contribute to the scope of this challenge, including: the size of the defense
establishment; the variety and diversity of its activities, all of which are closely interrelated;
its technological dependence; the annual authorization-appropriations cycle; the political
sensitivity of its operations; the obscurity of any quantitative standards for measurement of
success or failure; the diverse origin and broad sweep of its policy guidance; the internal
divergencies of interests within the Department; and the variances of its objectives due to
changing threats, shifting potentials for crises and fluctuating national commitments.

Management authority for the Department of Defense is not unitary. Externally,
defense management authority is shared by the Congress and the President, and the internal
management authority is significantly influenced by the decisions of the Congress and the
methods of operation of the President.

Congress exercises its management authority through three principal types of control;
statutory assignments of authority and responsibility and imposition of rules of procedure;
annual authorizations of programs requiring capital outlays; and annual appropriations.
Advisory participation in the Congressional decision-making process is provided through
legislative hearings. Visibility of Departmental operations is obtained by Congress primarily
through required reports, investigative hearings and the audit and investigation activities of
the General Accounting Office (GAO). The principal instruments of Congressional control
are money, manpower, equipments and facilities.

The President exercises his management authority through both informal and formal
procedures. He participates directly in the decision-making process, particularly in the area
of military operations. He imposes policy guidance, currently by means of National Security
Decision Memoranda (NSDMs). In this process, the broad advisory participation necessary
from officers of the Executive Branch is accomplished through the National Security
Council machinery and the Defense Program Review Committee (DPRC). Budgetary control
is exercised through the activities of the Bureau of Budget.

The effectiveness of internal management is influenced by the degree of consistency and
harmony between the two external sources of authority, and the degree of consistency and
harmony of internal management with external direction.

To provide a structure for internal management, decision points and thresholds of
authority must be established, the participants in the decision-making process determined
and designated, and provisions made to insure visibility to and of the appropriate decision
makers. The effectiveness of the management depends in no small way on this structure and
its synchronization with management procedures; the Department is so huge that formal
management procedures are much more important than in smaller organizations.

Internal management is exercised to a large extent through control of resources, which
fall into three general phases: allocation, justification, and utilization, The emphasis on the
three phases of resource control has shifted significantly from time to time,
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II. PLANNING, PROGRAMMING AND BUDGETING SYSTEM

Since 1961, the process for managing the allocation of resources has centered in the
Planning, Programming and Budgeting System (PPBS).

The five budget categories by which funds are appropriated ~ military personnel,
operations and maintenance, research and development, procurement and military
construction - proved inadequate as management control categories to insure balance
among mission-type forces. The new control process was constructed around program
categories which are largely mission-oriented.

The baseline for the PPBS is the Five-Year Defense Program (FYDP), which is the
aggregate of all approved programs projected in force levels for eight years, five of which
reflect budget plans.

Prior to revision of the PPBS in 1969, the planning, the programming, and the program
decisions which modified the FYDP were not constrained by budgetary factors (i.e., the
planning was based on conceived defense needs without regard to whether sufficient
resources were available for defense purposes). When the budgeting phase of the PPBS was
reached, the one-year element of the FYDP was reduced to budgetary levels, and budget
decisions were then fed into the FYDP with considerable distortive effect. The 1969
revision of the PPBS injected budgetary guidance into the planning phase to some extent,
and fully into the programming phase.

A. Description of the Revised PPBS

The PPBS is a continuous cycle. It begins with the policy input and overall fiscal
guidance from the President in the form of NSDMs. The principal planning documents are
the tentative and final Strategic Concepts Memoranda (SCM) prepared by OSD, and the
Joint Strategic Objectives Plan (JSOP) prepared by the Joint Chiefs of Staff. Volume I of
the JSOP contains a statement of the national security objectives from the NSDMs, the
military objectives derived therefrom, and military strategic concepts on a worldwide and
regional basis. Volume II of JSOP contains a detailed analysis of specific forces needed to
meet the threat over the succeeding five years. Cost implications are included in Volume II
of JSOP, but it is not constrained by budgetary factors. (The JCS also prepares an additional
planning document, the Joint Research and Development Objectives Document (JRDOD),
which is not a part of the PPBS cycle.)

After the submission of Volume II of the JSOP, the Secretary of Defense issues fiscal
guidance marking the transition from the planning to the programming phase of the system.
The fiscal gnidance provides for each of the five years a breakdown of money anticipated to
be available by Military Service, and within each, a breakdown by major mission and
support effort (and also ‘““logistics guidance,” or the money anticipated to be available for
war reserves and production plant base).

There are two principal types of programming documents. The first is the Joint Forces
Memorandum (JFM) prepared by the Joint Chiefs of Staff. This is, in essence, a rework of
Volume II of the JSOP to reflect budgetary factors. It contains a force <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>