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Dr. Ashton B. Carter, under secretary of defense for acquisition, technology and logistics, addresses the audience as the keynote speaker Nov. 2, 2010, during
the 2010 Program Executive Officers’/Systems Command Commanders’ Conference. (U.S. Army photo by Erica Kobren, Defense Acquisition University)

As keynote speaker for the 2010
Program Executive Officers’/
Systems Command Commanders’
Conference, Dr. Ashton B. Carter, under
secretary of defense for acquisition,
technology and logistics, gave insight into
the five major areas in which acquisition
professionals can improve efficiency. The
topics mirrored Carter’s Sept. 14, 2010,
memorandum to acquisition professionals,
which provided guidance on obtaining
greater efficiency and productivity in
defense spending. Nearly 500 senior
civilian and military officials from
throughout the Department of Defense, as

well as executives from across the defense
industry, converged Nov. 2-3, 2010, at the
Fort Belvoir Officers’ Club, Fort Belvoir,
Va., to share and discuss the latest ideas,
initiatives and best practices for improving
DoD’s buying power in acquiring and

delivering weapon systems and capabilities.

The conference’s theme was “Getting it
Right the First Time: Achieving Affordable
and Executable Programs,” which Carter
told conference attendees is aligned with
Secretary of Defense Robert M. Gates’
objective to increase the efficiency and
productivity of DoD spending. “Broadly
speaking, our challenge is to sustain a

military at war, take care of our troops
and their families, and invest in new
capabilities — all in an era when defense
budgets will not be growing as rapidly

as they were in the years following 9/11,
Carter stated in a memorandum to
conference attendees. “Therefore, it is

our responsibility to procure the critical
defense goods and services our forces need
by doing more without more.”

Affordability

Carter first addressed the issue of
affordability. He said, “Affordability as
a requirement really means that when
programs come to me, we’re looking at
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Dr. Ashton B. Carter’s Sept. 14, 2010, memorandum to acquisition professionals provides guidance on obtaining greater efficiency and productivity
in defense spending. Carter is the under secretary of defense for acquisition, technology and logistics. (Image courtesy of the Office of the Under
Secretary of Defense for Acquisition, Technology and Logistics)

how the cost varies with (key performance
parameter) value, or other critical
parameters around the design point, and
asking ourselves, ‘Are we really willing to
pay that extra increment of cost for that
extra increment of capability?’ It’s that
simple. It will require a lot of systems
engineering on your part.”

Carter also discussed the disparity
between what he refers to as “will-cost”
and “should-cost.” He explained that the
Weapon Systems Acquisition Reform Act
of 2009 (http://frwebgate.access.gpo.gov/
cgi-bin/getdoc.cgi?dbname=111_cong
billsedocid=f:s454enr.txt.pdf) required
acquisition professionals to budget
programs to independent cost estimates.
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“However, those cost estimates are what
I call ‘will-cost’ estimates,” Carter said.
“They describe what the program will cost
if we keep doing it the way we’re doing it.
That is different than ‘should-cost” What
should we be paying for this capability?
Budgeting a program and managing it to a
‘will-cost’ estimate is living a self-fulfilling
prophecy, and we should aspire to do
better than that”

Incentivized Productivity
and Innovation

The second major area addressed in
Carter’s guidance memorandum focuses
on incentivizing productivity and
innovation in industry through several
means, including rewarding contractors

“Budgeting a program
and managing it to a
‘will-cost’ estimate is
living a self-fulfilling
prophecy, and we should
aspire to do better

than that.”

— Dr. Ashton B. Carter, under
secretary of defense for
acquisition, technology
and logistics




for successful supply chain and indirect
expense management, extending the U.S.
Navy’s Preferred Supplier Program to a
DoD-wide pilot, reinvigorating industry’s
independent research and development,
and protecting DoD’s technology base.
“We should be rewarding what we’re
looking for, which is productivity growth,
and that’s what our incentives should be,”
Carter explained.

Carter also discussed the Superior
Supplier Incentive Program, modeled
after a Navy program. The two main
design criteria for such a program are how
suppliers qualify and what they get if they
qualify, according to Carter.

Carter asked, “Are we selecting in a fair
and reasonable way that is reflective of
what we, as the customers, want? Is it fair
to our suppliers in terms of what they’re
doing for us? And are the rewards we’re
offering proportional to the benefit we're
getting? These are the principles that apply
to programs already in progress.”

Improving Tradecraft in
Services Acquisition

According to Carter, improving
tradecraft in services acquisition is the
biggest area in which greater efficiency
and productivity in DoD spending can be
obtained. “Two hundred billion dollars, or
half of our contract spend, is for services,
not goods,” he said. “That category has
grown more than any other category in the
budget in the last 10 years.”

Carter explained that in looking at how
the different military components spend
on services, the way funds are used can
vary greatly. “The state of play is that we
have a wide variety of practices at work in
the acquisition of services,” he said. “Even
within certain categories, (many) of us are
doing it differently, and that suggests that
we could probably improve our art a bit.”

Reducing Nonproductive Processes
On reducing nonproductive processes

and bureaucracy throughout DoD,

Carter told the audience, “What we do to

ourselves is what we do to you. What we

get in the way of management information

“What do we need from
you? You know all this.
Where something is not
clear, where you doubt
how to carry it out or
where to take it, come to
us and we’ll talk about it

and adjust.”

— Dr. Ashton B. Carter, under
secretary of defense for acquisition,
technology and logistics

and input isn’t really useful. We have
program reviews whose purpose is to
allow you to surface issues you're having
and work through the solutions. ... and
that’s what it’s all about — not grading or
checking off boxes.”

He stressed that DoD leadership is
striving to improve the quality and value
added of its interactions with senior
civilian and military officials across
the services.

Carter also addressed unproductive
processes and bureaucracies imposed
on industry, which he described as
“the ways we make those we work with
less productive than they could be.”
Additionally, he mentioned processes
imposed by Congress, such as the
requirement for 700 reports annually from
the Office of the Secretary of Defense.

A Realistic Target

In conclusion, Carter said he believes
that the steps detailed in his memorandum
are the keys to delivering savings mandated
by the secretary of defense.

“What [Gates] is asking is quite
reasonable, a few points per year,” Carter
said. “This is a realistic target. We're very
focused on the steps that we can take. It
follows upon a decade of budget growth,
so it’s fair to say that with money as
available as it’s been, we’ve all been able
to reach for more money when we’ve run
into a managerial problem. Therefore, it is
reasonable to assume that we have built in
some fat that we can make a little leaner”

m

He emphasized that now is the “best
climate” in which to strive to achieve such
savings, as both President Barack Obama
and the secretary of defense “have been
seized” with what DoD does. He noted
that, “Congress voted unanimously in
both houses for an acquisition reform
bill that is uneven but generally quite
good and certainly reflective of the intent
and support for what we’re trying to
accomplish. For those reasons, I do believe
that these steps can deliver the savings.

“Sitting still, waiting for it to happen,
is the way to broken programs, canceled
programs, budget turbulence, churn,
uncertainty and unpredictability for
industry ... erosion of taxpayers’
confidence in us and in the quality with
which we’re spending their money and,
above all, loss of warfighter capability,”
Carter said.

“What do we need from you? You know
all this. Where something is not clear,
where you doubt how to carry it out or
where to take it, come to us and we’ll
talk about it and adjust. I need you to
communicate it downward. Our colleagues
in industry get it entirely; they know that
we're going into a different environment.
The fear is unevenness of implementation.
We need to make sure we have consistency
of implementation,” he said.

“Lead by example, as you see us doing.
Your key programs, make them examples
of what we’re looking for. Ensure that
consistency. That is what we ask of you as
this time. You’re the best of our best.”

(Editor’s note: This article was originally
printed in the January—March 2011 issue of
Army AL&T Magazine.)
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