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Executive Summary
Over the past several years, Congress has enacted legislation intended to improve the management and performance of Federal Agencies.  These laws include Division E of the Clinger-Cohen Act (CCA) of 1996 that focused on the need for Federal Agencies to improve the way they select and manage information technology resources.  

In support of the CCA, the Business Systems Modernization (BSM) Program Milestone 0 Acquisition Decision Memorandum (ADM) requested that the BSM Program Manager (PM) submit the following response to the Overarching Integrated Product Team (OIPT) Leader:

“A description of DLA's plans to reengineer its business processes to conform to the selected COTS solution and a description of its plans to mitigate the risks of accomplishing that reengineering within cost and schedule, without modifying the COTS.”
The BSM Program Business Process Reengineering (BPR) and Risk Reduction Plan provides an overview of Defense Logistics Agency (DLA) operations focusing on BPR activities, and describes DLA’s strategic vision and supporting BPR plans for the execution of the BSM Program. This document fulfills the BPR requirements of the BSM Program Milestone 0 ADM, and Section 8121(b) of the fiscal year (FY) 2000 Department of Defense (DoD) Appropriations Act, “DoD Information Technology Systems Certification”. 

DLA Overview

The mission of DLA is "to provide best value logistics support to America's Armed Forces, in peace and war… around the clock, around the world."
  Although DLA has been a supplier of consumable commodities since it's establishment, the breadth of the consumable supply mission has changed.  In addition, DLA has been given ever-increasing responsibilities in other logistics areas since it's establishment, to include management of all DoD depots, disposal and reutilization, cataloging, and more.  Regardless of how long the mission has been a part of DLA, the way the mission is performed is continuously being improved in response to both external factors and internal performance goals.

Traditional DoD practices for supplying parts to warfighters rely on depot sourced supplies, standard military business practices, and mainframe IT systems.  The end of the Cold War and the resulting national demand for a peace dividend in the form of reduced budgets for DoD led to a fundamental reexamination of the nature of warfighting (“Revolution in Military Affairs”) and the processes that support it (“Revolution in Business Affairs”, including logistics and acquisition).  This latter revolution was fueled by the exponential explosion in IT evolutions (Internet, electronic commerce, etc) and the advancements in commercial practices (just in time, lean manufacturing, supply chain management, etc).   DLA has been able to take advantage of these "revolutions" to reengineer many of its business processes and to target many more for the same treatment.  Initiatives such as prime vendor leverage commercial distribution systems (i.e., the supply chain) to get supplies to the warfighters in record time (i.e., just in time).  However, the existing legacy IT systems with their embedded military unique business practices limited DLA BPR activities.

BPR has been facilitated through numerous modifications and “work arounds” to the core information systems that have supported DLA for over 30 years.  Existing IT capabilities and electronic communications must be replaced to effectively complete the ongoing transformation of the DLA business environment.  The focal point of the current DLA transformation is the DLA Strategic Plan 2000 that provides a road map to lead DLA into the next century.  DLA executives identified five pillars, or enablers, to get DLA to its desired future state and help achieve the DLA vision:  Customer Knowledge/Focus, BSM, Strategic Sourcing, Workforce Development, and Organization Redesign. 

The BSM Program will enable DLA BPR activities by selecting leading commercial off the shelf (COTS) software packages that have the best form, fit and functionality and then reengineer existing business practices rather than change the core code.  This “enterprise business system-enabled reengineering” assures both continuous process improvement (CPI) and continuous technology insertion (CTI) since DLA will position itself to accept new releases of the software with all the upgrades dictated by evolving business practices.  The following figure provides an overview of DLA BPR activities: 
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Exhibit ES-1:  DLA BPR Overview

BSM Program

DLA has conducted significant strategic planning and risk reduction within the BSM Program.  Starting formally in 1998, DLA conducted a series of analyses that were initially focused on the replacement of legacy IT systems that support DLA functions.  These systems had become technically obsolete and were constraining further functional improvements.  While conducting these analyses it became evident to DLA that modernization required the acquisition of a new IT system that enables continued technology infusion and business process reengineering.  DLA realized there was great potential to leverage commercial market products, specifically Enterprise Resource Planning (ERP) and Advanced Planning System (APS) applications, in fulfilling this need.  Additionally, the use of commercial products, standards, and processes aligns DLA with current Federal and DoD reform guidance.   DLA formed the BSM Steering Group (BSMSG) to sponsor and guide the acquisition of a new IT system to support the modernization of business practices within DLA.  Next, a BSM Program Management Office was established to conduct the acquisition of the BSM System.  The BSM Program is currently in Phase 0: Concept Exploration approaching Milestone I/IIa.  Just recently, DLA established a Business Modernization Office within its Logistics Operations directorate to guide and coordinate the reengineering of business practices precipitated by the embedded processes in the COTS software.  

DLA developed a set of BSM System Required Capabilities, derived from DoD and DLA logistics goals and objectives, to provide a strategic vision for the BSM Program.  The BSM System Required Capabilities are listed in Section 4.4.1 Support of Mission and Strategic Goals of this document.  Appendix G contains a mapping of the BSM System Required Capabilities to DoD Logistics objectives, DoD desired end state characteristics, and DLA top-level goals.  

The BSM System Required Capabilities were used to develop BSM Program performance metrics and a detailed set of system requirements.  The BSM Program performance metrics are defined in a hierarchical method including top level or operational performance metrics, and supporting business/functional and technical performance metrics.  The performance metrics directly support the DLA Performance Contract that articulates expectations for DLA’s performance in FY 2000 through 2005. Appendix G contains the BSM Program performance metrics and a mapping of those performance metrics to the BSM System Required Capabilities.

DLA developed a detailed set of functional requirements from the BSM System Required Capabilities that were used to create a “scripted demonstration”.  Several commercial ERP and APS software vendors were invited to demonstrate the capability of their products to meet DLA user needs by executing the  “scripted demonstrations”.  At the conclusion of the scripted demonstrations and after further market research, DLA felt confident that commercial software applications could meet the majority of DLA requirements.  

DLA has continued to refine its detailed user requirements from the “scripted demonstrations” into an outcomes set through the application of best commercial practices.  The BSM Program Operational Requirements Document (ORD) contains the detailed list of system requirements, and well as a mapping of the detailed system requirements to the strategic BSM System Required Capabilities.  The ORD serves as the requirements document for the potential Systems Integrators (SI).

DLA has continued risk reduction by further analyzing the “fit” between the ERP and APS software and the DLA requirements with the BSM Program BPR Planning and Scoping.  The BPR Planning and Scoping has estimated that at least 70% of the “as is” DLA requirements and up to 80% of the DLA “to be” requirements could be met with the initial ERP and APS solution.  The BPR Planning and Scoping has focused on examining the shortfalls between the ERP/APS and DLA needs – referred to as the “Gap”.  Each Gap requirement is being considered for the following types of resolution: processes redesign, ERP/APS extensions, or additional GOTS or COTS applications – however there will be no modification of code.

The detailed BPR and transformation planning and actual execution of the BSM Program BPR activities will be executed by DLA in partnership with the System Integrator (SI).  It is anticipated the SI will be selected and awarded a contract after the BSM Program successfully completes its Milestone I/IIa decision.  

It is the recommendation of this report that the DLA Chief Information Officer (CIO) concurs with the BSM Program CCA Certification report, and the DoD CIO certify the BSM Program is compliant with the CCA for BPR requirements in support of Section 8121(b) of FY 00 Defense Appropriations Act.
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1 Introduction 
This section provides the document background information, purpose and approach.

1.1 Background

1.1.1 BSM Program

Starting formally in 1998, DLA conducted a series of analyses that were initially focused on the replacement of legacy IT systems that support DLA functions.  These systems had become technically obsolete and were constraining further functional improvements.  While conducting these analyses it became evident to DLA that modernization required the acquisition of a new IT system that enables continued technology infusion and business process reengineering.

Based on those findings, DLA formed the BSMSG to sponsor and guide the acquisition of a new IT system to support the modernization of business practices within DLA.  Next, a BSM Program Management Office was established to conduct the acquisition of the BSM System.  The BSM Program is currently in Phase 0: Concept Exploration approaching Milestone I/IIa.  Just recently, DLA established a Business Modernization Office within its Logistics Operations directorate to guide and coordinate the reengineering of business practices precipitated by the embedded processes in the COTS software.

1.1.2 Federal Reform

Over the past several years, Congress has enacted legislation intended to improve the management and performance of Federal Agencies.  These laws include Division E of the Clinger-Cohen Act of 1996 that focused on the need for Federal Agencies to improve the way they select and manage information technology resources.  

Section 8121(b) of the FY 2000 DoD Appropriation Act requires the DoD CIO to formally certify that major AIS are being developed in accordance with the CCA prior to Milestone I, II, or III approval.  

In support of the CCA, the BSM Program Milestone 0 ADM requested that the BSM PM submit the following response to the OIPT Leader in the Single Acquisition Management Plan (SAMP):
“A description of DLA's plans to reengineer its business processes to conform to the selected COTS solution and a description of its plans to mitigate the risks of accomplishing that reengineering within cost and schedule, without modifying the COTS.”
1.2 Purpose 

The BSM Program BPR and Risk Reduction Plan provides an overview of DLA operations focusing on BPR activities, and describes DLA’s strategic vision and supporting BPR plans for the execution of the BSM Program. This document fulfills the BPR requirements of the BSM Program Milestone 0 ADM, and Section 8121(b) of the FY 2000 DoD Appropriations Act, “DoD Information Technology Systems Certification”.

1.3 Document Approach

Section 2 provides an overview of the DoD documents that define the BSM Program BPR and Risk Reduction Plan requirements.  Section 3 provides an overview of DLA operations focusing on BPR activities including a description of DLA operations consisting of business practices and supporting IT systems, and the environmental influences that triggered DLA reengineering activities and the subsequent changes to DLA operations.  Section 4 describes DLA’s strategic vision and resulting BPR plans for the execution of the BSM Program to include BSM Program overview, BPR plan concepts, and the BSM Program BPR and Risk Reduction Plan.  Section 5 presents conclusions and recommendations.  Although the evidence for support of Section 8121 (b) is presented throughout the document, Appendix D contains a specific mapping of Section 8121 BPR Certification Requirements to the corresponding portions of this document.

2 Reference Document Overview

This section provides an overview of the DoD documents that define the requirements for the BSM Program BPR and Risk Reduction Plan.  DoD guidance is provided in DoD 5000.2-R, Mandatory Procedures for MDAPs and MAIS Acquisition Programs and the draft OSD memorandum “DoD Information Technology Systems Certification Requirements”.  

2.1 DoD 5000.2-R, Mandatory Procedures for MDAPs and MAIS Acquisition Programs

Section 2.3.2 of DoD 5000.2-R reflects the strategic requirements of the CCA, to include the requirement for BPR.

2.3.2 -- Strategic Requirements Considerations

Before establishing new acquisition programs, DoD Components shall address the following questions for ACAT IA programs and (to the extent practicable) ACAT I programs (CCA):

1. Will the acquisition support core/priority mission functions that need to be                performed by the Federal Government?

2. Does the acquisition need to be undertaken by the Department because no                alternative private sector or governmental source can better support the function?

3. Will the acquisition support work processes that have been simplified or              otherwise redesigned to reduce costs, improve effectiveness, and make maximum               use of commercial, off-the-shelf technology?
2.2 Draft Memorandum, "DoD Information Technology Systems Certification Requirements"

The draft memorandum outlines DoD guidance on certification of CCA compliance for major AISs.  Section 8121(b) of the FY 2000 DoD Appropriation Act requires the DoD CIO to certify that major AIS are being developed in accordance with CCA prior to Milestone I, II, or III approval.  The CCA Certification confirms that the following steps have been taken:

· Business process reengineering,

· An analysis of alternatives,

· An economic analysis that includes a calculation of the return on investment,

· Performance measures, and

· An information assurance strategy consistent with the Department's C4ISR Architecture Framework.

The DLA Director, or his designee, shall prepare the CCA Compliance Report prior to the Milestone decision using the templates provided for a Compliance Report and a Confirmation Matrix.  These templates reflect the minimum requirements for milestone decision point certification.  

The Confirmation Matrix requests the following questions be answered with respect to BPR certification requirements:

i. Identify the governance process through which the executive leadership manages change.  

ii. How have mission and strategic goals been aligned?  Have mission critical processes been defined and mapped? 

iii. Have the gaps been assessed between current performance and stakeholder needs?  Has current performance been benchmarked?  Have gaps been defined in terms of functional requirements? 

iv. Answer Three Pesky questions 

A. Does the proposed investment in IT support core mission functions that need to be performed by the Government?  If not, then eliminate or privatize the functions.

B. Does the investment need to be undertaken by DoD because no alternative private sector or governmental sources can better support the function?  The decision must consider the requirements of OMB A-76.

C. Does the investment support work processes that have been simplified or otherwise redesigned to reduce cost, improve effectiveness, and make maximum use of COTS technology?  If not, management should reengineer business process first, then search for alternatives
Appendix C provides the BPR excerpt of the Confirmation Matrix and the supporting statutory and assessment guidance.

3 DLA Overview 

This section provides an overview of DLA operations focusing on BPR activities including a description of DLA operations including both business practices and supporting IT systems, and the environmental influences that triggered DLA reengineering activities and the subsequent changes to DLA operations.

3.1 DLA Mission

The mission of DLA is "to provide best value logistics support to America's Armed Forces, in peace and war… around the clock, around the world."
 Although DLA has been a supplier of consumable commodities since it's establishment, the breadth of the consumable supply mission has changed.  In addition, DLA has been given ever-increasing responsibilities in other logistics areas since it's establishment to include management of all DoD depots, disposal and reutilization, cataloging, and more.  Regardless of how long the mission has been a part of DLA, the way the mission is performed is continuously being improved in response to both external factors and internal performance goals.  

3.2 DLA Operations Overview

Traditional DoD practices for supplying parts to warfighters rely on depot sourced supplies, standard military business practices, and mainframe IT systems.  The end of the Cold War and the resulting national demand for a peace dividend in the form of reduced budgets for DoD led to a fundamental reexamination of the nature of warfighting (“Revolution in Military Affairs”) and the processes that support it (“Revolution in Business Affairs”, including logistics and acquisition).  This latter revolution was fueled by the exponential explosion in IT evolutions (Internet, electronic commerce, etc) and the advancements in commercial practices (just in time, lean manufacturing, supply chain management, etc).   DLA has been able to take advantage of these "revolutions" to reengineer many of its business processes and to target many more for the same treatment.  Initiatives such as prime vendor leverage commercial distribution systems (i.e., the supply chain) to get supplies to the warfighters in record time (i.e., just in time).

DLA’s reengineered business operations require a modern enterprise business system environment that the existing legacy IT systems are unable to provide.  The BSM Program provides an enterprise business system to support on-going and future DLA reengineering activities.  DLA is not only improving their near term operations, but by aligning with best commercial practices and using unmodified COTS products, DLA will be able to continuously leverage process and technology improvements from the commercial sector.

The following figure depicts the evolution of the DoD logistics environment showing the evolution with respect to supply views, Service interaction, and integration with commercial sector.  This evolutionary process is enabled by DLA BPR activities. 
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Exhibit 3-1:  Logistics Environment Evolution

The following table provides a detailed timeline overview of DLA operations, and the influence and impact of environmental factors and change agents on DLA that precipitated BPR activities.  The table is discussed in more detail in Sections 3.3, 3.4, and 3.5 of this document.

	DLA Business Process Reengineering Overview

	1990           Past  (
	Present  (
	Future  (                                2010

	External Environmental Influences 

	
	End of Cold War

IT Revolution

Government Reform 

Commercial Logistics Market

“Revolution in Military Affairs”

Corporate Information Management
	eBusiness

Enterprise Business Systems

“Revolution in Military Logistics” 

Clinger-Cohen Act
	Continued IT Revolution

Future Government Reform

Varied Military Response

	DoD and DLA Strategic Change Agents
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3.3 DLA Past Operations

This section describes DLA’s past operations to include:

· Past business operations as they relate to supplies and information,  

· Military standard materiel management functions, and

· Supporting legacy mainframe IT systems.

This section then describes the influence of environmental factors and change agents and their impact on current DLA operations.

3.3.1 Past DLA Business Processes

In the past, DLA managed supplies through a depot-sourced system.  DLA made an economic purchase of supplies and issued them to customers from depot stock when requested.  Limited supply information was available to decision makers and managers, and was largely used after the fact as a historical demand management tool.  This was a reactive supply system; orders were placed based on historical demand, on-hand quantities and long delivery cycles.

These business operations were embodied in a regulated set of DoD business processes and procedures called Military Standard Logistics System (MILS) and related transactions.  The following is a description of the major MILS (also referred to as the Defense Logistics Standard Systems) system: 

· Military Standard Requisitioning and Issue Procedures (MILSTRIP) prescribes standard procedures, methods, rules, data elements and codes, forms, documents, formats and time standards for the interchange of logistics information relating to requisitioning, supply advice, supply status, materiel issue, shipment status, materiel receipt, materiel returns, redistribution, and reclamation processes. The procedures govern the interchange of information for materiel commodities between supported activities and inventory control and distribution systems in the DoD and other participating organizations. 

· Military Standard Transaction Reporting and Accounting Procedures (MILSTRAP) prescribes standard methods, policies, procedures, data elements and codes, documents, and time standards for the flow of inventory accounting information. Procedures are applicable between inventory control points, stock control activities, storage and depot sites and posts, camps, or bases.   

· Military Standard Transportation and Movement Procedures (MILSTAMP) Volume I, implements DoD policy for the transportation of materiel to and from overseas locations. It prescribes standard data elements and codes, formats, rules, methods, and procedures required by the Services and Agencies to support the transportation data requirements for movement in the Defense Transportation System (DTS).   Volume II, implements DoD policy for the payment of transportation services. It prescribes standard data elements and codes, formats, rules, methods, and procedures required by the Services and Agencies to support the billing and payment of transportation charges for the movement of cargo in the DTS. 

· Military Standard Contract Administration Procedures (MILSCAP) provides uniform procedures, rules, formats, time standards, and standard data elements for codes for the interchange of contract-related information between and among DoD components and contractors.  

· Military Standard Billing System (MILSBILLS) provides standard data elements and codes, procedures, and formats to be used for billing and related adjustments, and collections for sales of materiel. This system provides the standard procedures and formats used by the interfund billing system; that is, an automated, seller originated, self-reimbursement process.  

3.3.2 Past IT Environment

DLA’s original MILS based business processes are supported by three mainframe legacy information management systems that were designed and built to support depot sourced supply functions:

· Standard Automated Materiel Management System (SAMMS) - which supports materiel management processes and provides information, 

· Defense Integrated Subsistence Management System (DISMS) – which supports materiel management processes and provides information related to food supplies, and 

· Distribution Standard System (DSS) - which supports distribution processes and provides information.

3.3.3 Past External Environmental Influences

Business and technology trends, along with government reform initiatives in a post-cold war environment, encouraged change in the way DLA executed its mission:

· End of Cold War.  The end of the cold war significantly changed the traditional DoD mission of the past 40 years.  The general perception was that the existing US military structure required significant modification and reform to remain relevant in a new world environment.  

· Information Technology Revolution.  Computers have become more powerful, less expensive and pervasive in all aspects of business.  Information on all aspects of logistics operations can now be made readily available.  The rate of introduction of improved IT has increased. 

· Government Reform Initiatives.  The Federal Government and DoD have launched a series of business and acquisition reform initiatives that influence the manner in which DLA conducts business.  These reforms encourage use of commercial standards and products to improve interoperability and leverage commercial sector work, encourage use of world class business practices to improve operations and leverage commercial sector work, and encourage outsourcing or privatization of commercial activities whenever possible to reduce and streamline the government.  These initiatives included the Federal Acquisition Streamlining Act (FASA) of 1994, the Federal Acquisition Reform Act (FARA) of 1992, the Government Performance Results Act (GPRA) of 1993, the Chief Financial Officers (CFO) Act of 1990, and most significantly with respect to IT – the Clinger-Cohen Act of 1996.

· Commercial Logistics Market.  Commercial entities have capitalized on the IT revolution to greatly improve their logistics management.  With improved information gathering and access, the commercial market was able to streamline their approach to logistics management by reducing inventory, improving demand forecasting, consolidating work and optimizing shipping.  The commercial market has also produced standardized commercial software products to improve their business practices.  The collective effect of these trends is a commercial logistics market that has grown greatly in size and sophistication.  The commercial market place can now provide leading edge capabilities that can be leveraged by DLA by integrating these capabilities into a seamless logistics support system that will provide unprecedented support to the warfighting customer.  

· “Revolution in Military Affairs”.  The “Revolution in Military Affairs” (RMA) is described as a major change in warfare brought about by the innovative application of new technologies which, combined with dramatic changes in military doctrine and operational and organizational concepts, fundamentally alters the character and conduct of military operations.
  The current RMA grew out of the study of changes in warfare resulting from technological innovations that occurred in the early 1990s and changes in the international strategic environment in the summer of 1991 after the collapse of the Soviet Union and Warsaw Pact.
  The “Revolution in Business Affairs” is the DoD business and infrastructure counterpart to the RMA.

· Corporate Information Management (CIM).  The CIM Program significantly impacted DoD IT.  The Deputy Secretary of Defense in October, 1993, confirmed the original CIM goals and directed that the following to be achieved: select standard "migration systems" by March 1994, complete transition to standard systems in less than three years, cease funding non-standard system, implement data element standardization program and proceed with "functional improvement" processes, including software-engineering modernization, establishing a corporate functional integration board and cross-functional databases.
  

3.3.4 Past DoD and DLA Strategic Change Agents

In response to these environmental influences DoD and DLA initiated several change mechanisms, such as the DLA National Performance Review (NPR) Program and the DLA Reinvention Laboratories, to facilitate reengineering and reinvention within the DLA organization.  These change mechanisms have been very effective and resulted in external recognition for organizational improvement, and significant changes in DLA business operations.

3.3.4.1 DoD Strategic Change Agents

One of the most significant DoD change agents were the Defense Management Reviews (DMR).  The DMRs provided the basis for significant improvements in the management of the DoD in the defense acquisition process.  Principal recommendations included continued reform of the defense acquisition system, use of commercial products where feasible, streamlining and reducing regulatory and reporting guidance, and implementing a more flexible civilian compensation system for acquisition personnel.

3.3.4.2 DLA NPR

DLA established their NPR Program in October of 1993 to "make government work better and cost less" as part of the Federal NPR Program.  The DLA NPR Program is conducted by the DLA Corporate Administration Plans and Operations office.  They assist in the execution of several reinvention programs described on their “Changing Times” web site featuring the Agency's efforts at the reinvention and reengineering of Government. Their purpose is to be the advocate for reinvention within DLA and to encourage sharing of information with other organizations on hands-on reengineered processes, reinvention efforts, and methods and tools to use in reengineering.  Some of their initiatives include conducting NPR surveys, supporting the President’s Quality Award (PQA)/ Malcolm Baldridge National Quality Award competition, supporting DLA strategic planning, and supporting DLA reinvention laboratories.  The “Changing Times” can be viewed at:

http://www.reinvent.dla.mil/ 

3.3.4.3 DLA Reinvention Laboratories

Reinvention laboratories in DLA are used to:

· Cut Red Tape - Make people accountable for results; strip away unnecessary, innovation-stifling layers of regulation.

· Put Customers First - Insist on customer satisfaction; use market dynamics such as competition and customer choice to create incentives to put customers first.

· Empower Employees to Get Results - Decentralize authority and empower front-line employees to make decisions and solve problems.

· Cut Back to Basics - Produce better government for less - reengineer work processes, abandon the obsolete, eliminate duplication.

The Reinvention Laboratories are categorized under:

· Reengineer The Process: Explore New Ways To Do Things,

· Cut Red Tape/Empower/Partner, and

· Large Scale Total Activity Reinvention.

The DLA Reinvention Laboratories have produced significant results that have changed how DLA conducts their current operations in the areas of electronic commerce/business, modernization of supply procedures, and adoption of commercial business practices.  

3.3.4.4 GPRA Pilot               

After the passage of the Government Performance and Results Act (GPRA) in 1993, DLA volunteered and was selected as the first GPRA pilot agency in DoD.  According to Joanne Barreca, Chief of the DLA Planning Team, DLA was the first of DoD’s GPRA performance pilots and its only whole agency pilot. Four Performance Plans and three Performance Reports later, OPM notes: "DLA is out in front with the GPRA, leading the way in strategic planning and performance measurement." GAO has observed in Congressional testimony that "DLA understands that the key to success is integration - GPRA, NPR, planning, budgeting." DLA strategic planning is a continuance of a high standard of results-oriented management that resources and tracks program outcomes for greater combat readiness through the most effective logistics in the world.

3.3.4.5 DLA Results

DLA’s present business operations, described in Section 3.4.1 of this document, are a result of its reinvention efforts.  

DLA has received significant recognition for their BPR and modernization activities from both the General Accounting Office (GAO) and White House.  In a recent GAO report to Congress investigating DLA's implementation of best commercial inventory practice initiatives, the GAO reported:

"DLA has made significant progress in its efforts to adopt commercial best practices for inventory management by implementing the initiatives identified in the schedule provided to Congress. The Agency has implemented or awarded contracts for a majority of the initiatives, and sales related to these initiatives were estimated to be about $2.2 billion, or 27 percent of DLA’s estimated fiscal year 1999 sales of $8 billion for secondary inventory items, excluding fuels".

Appendix E contains an excerpt of the GAO report stating DLA has made significant progress in the adoption of commercial practices, has plans for future adoption of more commercial practices, and that DoD should promote the services’ use of DLA’s initiatives.

Vice President Gore and the National Partnership for Reinventing Government recognize the achievements of people who are making a government that “Works Better and Costs Less” with a Hammer Award. Of the approximately 1000 Hammers that have been won by teams of federal employees, 1993 DLA has received 56 Hammers.
 

DLA has initiated an internal recognition program in December 1995 called the DLA Scissors Awards.  These awards recognize teams and individuals for initiatives and innovations that result in improved customer service, reduced cycle time, cost savings, higher quality product or service, or better communications.  As of December 30, 1999, 66 Scissors awards have been presented to DLA employees.

3.4 DLA Present Operations

This section describes DLA’s present operations to include the:

· on-going modernization of business operations,  

· use of primarily military standard practices, and

· inability of supporting legacy mainframe IT systems to enable continued reengineering of DLA’s business practices.

This section then describes the influence of DLA’s past reengineering activities and other factors, and their influence in the creation of the DLA Strategic Plan 2000 and the DLA Performance Contract. 

3.4.1 Present DLA Business Processes

DLA's current mission execution is in a state of transition.  Business and technology trends have facilitated and expedited many DLA changes; and DLA has conducted extensive reengineering and modernization of their business practices since 1990.  

DLA's major reengineering success is in providing innovative sourcing solutions that integrate cataloging, order fulfillment and bill payment in a closed loop electronic business model.  DLA's major strategies go beyond that in becoming an enterprise provider to DoD:

· Supply Chain Management.  DLA's strategy is to shift from a focus on inventory management to a focus on supply chain management.  This doesn't eliminate the function of inventory management, but puts it in perspective within the supply chain role.  The path to becoming a supply chain manager entails:  (i) buying products where commercial chains exist; (ii) building virtual supply chains where pieces exist; or (iii) integrating the organic chain where it needs to be used.

· Tailored Logistics Arrangements.  DLA's strategy is to continue shifting from a "one size fits all" approach to satisfying customer needs to becoming a value added broker of supplies and services.  This means being flexible and adaptable in meeting the often different needs of customers.

· Strategic Sourcing.  DLA's strategy is to shift material sourcing to commercial practices where these practices exist and to work with industry to develop new and innovative practices where they do not.   DLA's recent report to Congress in response to Section 395 of House Report 105-340 provides an excellent overview of 87 initial initiatives that fall within the strategic sourcing process currently being pursued by DLA in 17 different commodity groups.  DLA estimated that the implemented initiatives would cover about $2.2 billion or 27 percent of fiscal year 1999 sales of secondary inventory items, excluding fuels. Of that amount, over $1.8 billion of sales related to medical, pharmaceutical, and food items that related to 4 initiatives, and the remaining 50 initiatives accounted for nearly $400 million in sales.

· Logistics Information Provider.   DLA is greatly improving its capabilities to provide logistics information.  Through a variety of DLA legacy system upgrades or add ons, eBusiness initiatives, and DoD/Joint information initiatives, there have been significant improvements in information provided to the customer.  

The majority of logistics functions are still based on standard military business practices as embodied in the MILS system.  MILS transactions have recently been upgraded to the Defense Logistics Management System (DLMS).  DLMS is the essential tool that accomplishes the evolutionary iterative work of migration from the current legacy systems to standard ANSI ASC X-12 EC/EDI transaction conventions - but most supporting legacy IT systems have not been modified for their use.  There are reengineered, modernized, commercial functions in use to support some of the strategic sourcing and other special initiatives, but they are sporadic and disparate with no source of centralized guidance.

3.4.2 Present IT Environment

Currently, DLA depends on SAMMS/DISMS for the majority of their IT support, however SAMMS/DISMS is unable to support current mission execution and the full requirement for continuous BPR.  IT “work arounds” and SAMMS/DISMS “bolt-on” or extension programs have been created in attempts to give the legacy systems the functionality that the DLA users require.  DLA has recently conducted a series of analyses considering the modernization of SAMMS/DISMS and has concluded that SAMMS/DISMS were technically and functionally obsolete, and that it would not be feasible to upgrade the Systems.  Existing computer processing capabilities and electronic communications must be replaced to effectively continue the essential transformation of the DLA business environment.  
DLA has recently updated and fielded an improved version of DSS that is capable of meeting current distribution management user needs, although the BSM Program will eventually modernize those distribution management functions also.

The Defense Energy Support Center (DESC) has made significant improvement in their IT environment with the adoption and use of the COTS based Fuels Automated Systems (FAS).  FAS provides the information link from the retail sale of fuel at the base to the wholesale supply and distribution system at the enterprise level. FAS provides a single integrated management information system.

3.4.3 Present External Environmental Influences

Business and technology trends, along with government reform initiatives continue to encourage change in DLA mission execution.  
· eBusiness.  eBusiness is the conduct of business operations on or through the Internet.  This is a fast growing segment of commercial and government business operations, and provides many unique and cost effective opportunities for reengineering of existing business processes.   

· Enterprise Business Systems.  These software systems attempt to integrate all departments and functions across an organization onto a single enterprise system that can serve all the organizations’ different needs.  There are several COTS ERP and APS packages that serve these purposes.  Enterprise System software vendors are currently working toward better integration with eBusiness. 

· “Revolution In Military Logistics”.  DoD has committed to a "Revolution in Military Logistics" to improve logistics support to the warfighter.  Logistics is envisioned as becoming more agile and reducing its footprint on the battlefield.  Total asset visibility allows for accountability of supplies throughout the entire logistics system and greatly reduces inventory requirements.  Current initiatives are working to improve resource consumption of systems, create predictive maintenance and supply requirement capabilities, and increased use of 3rd party logistics providers.  However, many of these initiatives have been limited by the legacy system but  evolving DoD business framework, causing DoD to fall further behind the commercial market place.   

· Clinger-Cohen Act of 1996.  The CCA has significantly impacted the manner in which the government pursues large scale IT acquisitions.  The CCA directs the use of performance measurement, modular acquisition, strategic planning for IT systems, appointment of CIOs, and other related IT directives.

3.4.4 Present DoD and DLA Strategic Change Agents

In response to these environmental influences, DLA has initiated several change mechanisms, such as the DLA Strategic Plan 2000 and the DLA Performance Contract, to facilitate reengineering and reinvention within the DLA organization.  In response to these environmental influences, DLA institutionalized the change mechanisms of GPRA into its strategic planning and performance measurement processes.  In other words, DLA has an embedded process for pulsing the external environment, getting customer feedback, evaluating performance, and turning these inputs into future change strategies and tactics.  The DLA Strategic Plan and the DLA Performance Contract are the blueprints for ongoing and planned efforts.  These change blueprints will guide the continued reengineering and modernization of DLA's business and information operations in the future

3.4.4.1 DoD Strategic Change Agents

Current  DoD Strategic Change Agents include JV 2020, Quadrennial Defense Reviews (QDRs), National Defense Panel (NDP) reports, Defense Reform Initiative (DRI) and the supporting Management Reform Memorandums (MRMs) and Defense Reform Initiative Directives (DRIDs) that have resulted from these documents.  JV 2020 provides the template for DoD’s transformation efforts.  Focused logistics, which is a part of JV 2020, integrates information superiority and technological innovations to develop state of the art logistics practices and doctrine.  The DRI is a long-term effort to reorient the way the DoD operates its support structure.  The pillars of reform: reengineering, consolidating, competing and eliminating; are required to prepare the DoD for the 21st Century challenge.

3.4.4.2 DLA Strategic Plan 2000

The DLA Strategic Plan 2000 is the single overarching Agency strategy document directing Agency business endeavors. It aligns DLA activities, programs, and initiatives with the goals and priorities of the DoD. The DLA Strategic Plan 2000 is a top-down planning document, developed by the DLA Executive Management Team.  

DLA’s new Strategic Plan 2000, "DLA 21", provides a road map to lead DLA into the next century.  DLA executives have selected operational concepts and organizational structures to best serve the future needs of the DoD, and DLA's warfighting customers. The group identified five pillars, or enablers, to get DLA to its desired future state and help achieve the DLA vision of  "providing the right item - at the right time - to the right place - at the right price, every time…best value solutions for America's warfighters".  Those five pillars of "DLA 21" are: 
 

	Customer Knowledge /Focus,
	Business Systems Modernization
	Strategic Sourcing
	Workforce Development
	Organizational Redesign

	· Forward presence

· Partnership

· On-site Reps

· Lead Centers

· Virtual Call Center

· Tailored support

· Stock Positioning

· Single point of contact
	· Enterprise Resource Planning

· Replace legacy systems with robust COTS

· Shift to commercial practices

· Virtual applications

· Technology insertion
	· Shift to commercial practices

· Prime Vendor, VPV, DVD

· Best value sourcing

· Acquisition Reform

· Strategic supplier alliances

· Supply chain solutions

· Corporate, long-term contract
	· Recruitment, retention, training

· Training for   multi-skilled personnel

· Knowledge management

· Teaming
	· Restructure for logistics transformation

· Virtual Enterprise

· Focus on supply chain mgt

· Information is a commodity

· Business process driven
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The enablers are interdependent making the success of the BSM Program key to the success of the DLA Strategic Plan 2000.  

The DLA Strategic Plan 2000 can be viewed at:

http://www.dla.mil/about.htm

Support of Mission and Strategic Goals

DLA has directly mapped their strategic goals and supporting objective processes to DoD goals.  The experience DLA had as a GPRA pilot highlighted the effectiveness of linkage to higher plans. Aligning Agency strategic goals and objectives with those of DLA’s operational chain of command, while staying tuned to the requirements of customers and stakeholders, remains challenging, but is a mean’s for the Agency to remain relevant in today’s age of constant change. 

DLA is fundamental to the success of Joint Vision 2010 and the DoD Logistics Strategic Plan 2000 by enhancing the readiness of the armed forces through focused logistics. DLA has led the DoD in innovative processes to improve and reduce the cost of acquisition, reduce infrastructure, and partner with industry while reducing cycle time to DLA worldwide customers. The overarching goals in the DLA Strategic Plan 2000 aim toward greater responsiveness at further cost reductions through technology and a world-class workforce.

The current revision of the DLA Strategic Plan coincides with the update of the acquisition and technology goals and objectives and the 1999 DoD Logistics Strategic Plan. DLA was an active participant in the development of both through membership on steering committees and working groups. The DLA Strategic Plan 2000 is designed to bridge to and support higher organizational strategies. Likewise, within DLA, the long-range Business Plans of the major subordinate commands and other DLA Headquarters components, as well as plans of primary level field activities, will be adjusted according to new priorities and customer imperatives. Performance metrics and operational strategies are identified in the long-range Business Plans. Program evaluation is accomplished via quarterly management reviews and annual assessment of the DLA Performance Contract by DoD and the Service representatives. 

Appendix F contains the linkage of the DLA Strategic Plan 2000 Goals to the DoD Corporate Goals, the Defense Systems Affordability Council (Acquisition & Technology) Goals, and the 1999 DoD Logistics Strategic Plan. 

Change Management

The DLA Strategic Plan 2000 is DLA’s roadmap for future change.  Agency goals are communicated to the employees through the publication of the plan in paper and electronic form (including availability on the Agency internet site), through plan summaries that are designed to be worn with each employee's identification badge, and through chain teaching.

DLA has both an implementation strategy and organizational structure through which the executive leadership manages change.  The Strategic Plan has identified an Implementation Strategy consisting of deployment, integration, program evaluation, consultation, and cost cutting endeavors of the plan.  Appendix F contains a more detailed description of the Implementation Strategy.

Currently, the Corporate Administration Directorate is the lead for bringing together the Agency's implementation and execution of the NPR program, the DLA reinvention lab program, the implementation of GPRA and other special projects.

The DLA 21 Reorganization has assigned BPR activities to Logistics Operations (J3).  Logistics Operations is responsible for the shift to commercial practices and business process re-engineering, transforming the Agency practices to fit the functionality of COTS products, codifying policies and procedures, and enforcing and enabling same. 

The DLA 21 Reorganization can be viewed at:

http://www.dla.mil/briefings/Default.htm
The BSM Program, as an ACAT IAM program, has a well-defined governance process through which the executive leadership manages change.  DLA formed the BSMSG to oversee the modernization of business practices within DLA after a series of analyses indicated that DLA needed to pursue a modern enterprise business system.  The BSMSG structure includes high-level executive decision makers from every user group that will be impacted by the BSM Program including all DLA organizations and oversight representatives from DFAS, ASD (C3I), and DUSD (L).  It is responsible for providing strategic direction and guidance to the BSM Program, as well as providing oversight.   As a DoD major acquisition program, the BSM Program receives considerable guidance and oversight from the IT Overarching Integrated Product Team (IT OIPT). The PM Office is also structured to support decision making through the Program Executive Officer (PEO), Component Acquisition Executive (CAE) and Milestone Decision Authority (MDA). 

Appendix G contains diagrams of the PM Office and IPT structure.

3.4.4.3 DLA Performance Contract

The DLA Performance Contract between the Defense Management Council and DLA contains programmatic metrics supporting Agency strategic goals in the categories of unit cost and productivity, quality and customer responsiveness, and reengineering actions.

The purpose of the DLA Performance Contract is to articulate expectations for DLA’s performance in FY 2000 through 2005. DLA’s strategic plan provides the framework for supporting the DoD Logistics Strategic Plan. The metrics included in the strategic plan are directly related to the quality and cost metrics incorporated in the performance contract. Contract metrics for each business area are presented in three categories: unit cost and productivity, quality and customer responsiveness, and reengineering actions.  

The DLA Performance Contract can be viewed at:

http://www.fo.hq.dla.mil/PDF Files/DLA Final FY00 _24 Aug_.pdf 

3.5 DLA Future Operations

This section describes DLA’s future operations to include:

· The continued modernization of business operations to include information operations,  

· The shift to primarily commercial standard materiel management functions, and

· The implementation of a modern enterprise business system that, through use of COTS products and commercial standards, will be able to continuously leverage process and technology improvements from the commercial sector.

3.5.1 Future DLA Business Processes

DLA's future business environment focuses on providing logistics solutions to customers to include:

· Optimal use of commercial business practices,

· Trusted, real time logistics information environment, and

· Fully integrated supply chain view.

The DLA Strategic Plan 2000 lays out the framework for achieving this vision.  The following figure describes DLA’s plan for their continued shift to commercial supply practices with the green line indicating DLA’s near term goals for shift to commercial practices by commodity group:   
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3.5.2 Future IT Environment

DLA logistics and information operations will be closely interrelated in the future as a result of the BSM Program.  Since the BSM Program is committed to the use of COTS software products and their imbedded commercial business practices, technology and process insertion will be enabled by the chosen COTS product.  

The BSM System will do more than provide future IT support for DLA; it will form the basis of the new DLA business environment.  Reengineering business practices by adopting best commercial practices embedded in leading COTS packages, specifically ERP and APS, is the basic strategy of BSM. Rather than trying to reengineer then find technology solutions that may or may not be embedded in COTS products, BSM seeks to select leading COTS packages that have the best form, fit and functionality and then reengineer existing business practices rather than change the core COTS code.  This “enterprise business system-enabled reengineering” assures both continuous process improvement (CPI) and continuous technology insertion (CTI) since DLA will position itself to accept new releases of the software with all the upgrades dictated by evolving business practices.  The best commercial practices that are embedded in the COTS products will be available to DLA as a guide.  In the process of implementing these COTS products, DLA will have an additional opportunity to implement business process reengineering as the existing DLA functional processes are adjusted to conform to the embedded best commercial practices within the applications.  This process mapping and subsequent reengineering of existing DLA business processes ensures the best solution for DLA.   

Some of the additional capabilities (summarized from the BSM System ORD) that the BSM System is expected to bring to DLA include:

· Adoption of world class business practices

· Single face to industry

· Fully integrated supply chain 

· Real time, worldwide data access

· Total asset visibility 

· Shared, common data 

· Automated reports and analysis

· Enhanced contract management

· Improved demand and supply forecasting

· Improved customer knowledge

· Improved interoperability

The BSM Program is initially replacing and improving the materiel management functions currently performed by SAMMS/DISMS.  Eventually the BSM Program is projected to expand and include the functions of DSS as well as other DLA legacy IT systems.  The exhibit below describes the BSM Program Master Strategy:
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 Exhibit 3-5:  BSM Program Master Strategy

3.5.3 Future External Environmental Influences 

DLA anticipates future external influence from the continued IT and business revolution, future Government reform initiatives, and a varied Military response.

3.5.4 Future DoD and DLA Strategic Change Agents

DLA anticipates further future strategic planning and programs to meet future changes.  The DoD Logistics Transformation and the DLA Balanced Score Card initiatives will influence DLA’s future BPR activities.  The BSM Program is being built to continuously respond to future change by aligning with best commercial practices and using unmodified COTS products, BSM will be able to continuously leverage process and technology improvements from the commercial sector. 

4 Strategic BPR Planning 

This section describes DLA’s strategic vision and resulting BPR plans for the execution of the BSM Program to include BSM Program overview, BPR plan concepts, and the BSM Program BPR and Risk Reduction Plan.

4.1 BSM Program Overview

4.1.1 Background

Starting formally in 1998, DLA conducted a series of analyses that were initially focused on the replacement of legacy IT systems that support DLA functions.  These systems had become technically obsolete and were constraining further functional improvements.  While conducting these analyses it became evident to DLA that modernization required the acquisition of a new IT system that enables continued technology infusion and business process reengineering.  DLA realized there was great potential to leverage commercial market products, specifically ERP and APS applications, in fulfilling this need.  Additionally, the use of commercial products, standards, and processes aligns DLA with current Federal and DoD reform guidance.   These analyses and findings are detailed in the BSM Program Analysis of Alternates (AoA).  

4.1.2 Mission

The BSM Program is establishing the foundation for further logistics transformation by:

· Introducing ERP/APS based systems solution to include in the first phase:  demand/supply planning, procurement, item cataloging, order management, finance (accounting/bill-paying), contract writing, and 

· Providing BPR services to change to fit COTS and advise on additional BPR opportunities.

4.1.3 Guiding Principles

DLA has established the following Guiding Principles for the BSM Program:
· We will rely on commercial software.

· No more incremental change unless in anticipation of BSM.

· “Fundamentally Change” the way we do business.

· We will change, not the “Code”.

· One System – Different Configurations.

· Common Sharable Data and Technical Infrastructure.

· Owning and operating the technical infrastructure is not our core competency.

· Minimal impact on customer pricing due to BSM.

· An enterprise business system that allows continuous process and technology insertion.

· A disciplined process for introducing change. 

· Building the bridges to our customers will be at our cost.

These BSM Program Guiding Principles indicate a commitment to the use of unmodified COTS software, a fundamental change in business operations, and minimization of risk.  DLA must conduct further BPR activities to realize these guiding principles.  

4.1.4 Desired End State Characteristics

DLA has identified the following desired end state characteristics of the BSM System that directly map to BSM System requirements identified in the BSM ORD.  The achievement of this desired end state will require further reengineering of DLA processes and supporting systems.
· A demand-based supply chain--one where demand is captured at every point of consumption.

· Forecasts are shared with strategic partners to optimize supply planning.

· Supply centers shift from “inventory control” to “demand planning” and strategic sourcing.  Distribution center shifts to performing order fulfillment.

· Visibility across the entire supply chain (e.g., assets, information).

· Customer specified Delivery Time Frames based on Priority and Economy (i.e. time definite delivery).

· Recognition that each supply chain has a different channel strategy.

· Dynamic Assessment of Customer Profiles based upon ordering patterns and activity.

4.1.5 Relationship to DLA BPR Activities

Although the BSM Program BPR activities will focus on materiel management functions, the additional functionality provided by the BSM System itself should aid BPR activities across all of DLA, and may even extend to suppliers and customers.  The “enterprise business system-enabled reengineering” conducted by the BSM Program assures both continuous process improvement (CPI) and continuous technology insertion (CTI) since DLA will position itself to accept new releases of the software with all the upgrades dictated by evolving business practices.  The dynamic business support environment established by the BSM Program will support DLA activities, such as best value eBusiness applications, customer relationship management and supply chain collaboration that can be extended to DLA customers and suppliers.    
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 Exhibit 4-1:  BSM Primary Components and Functions

4.2 BPR Plan Concepts

There are several key concepts influencing the BSM Program BPR and Risk Reduction Plan:

· DLA has successfully conducted BPR activities in the past, has ongoing BPR activities, and plans to conduct BPR in the future.  As described in this document, the BSM Program will support work processes that have already been simplified or otherwise redesigned to reduce cost, improve effectiveness, and make maximum use of COTS technology.  
· DLA is committed to improving processes, providing best value, using COTS products, and adopting commercial products.  DLA made the following statement in their 21st Century Environmental Assessment and Logistical Implications within the DLA Strategic Plan 2000 indicating their commitment to reducing cost, improving effectiveness, and making maximum use of COTS technology:

· Over the next five years, customers will seek even lower cost providers as they pursue best value solutions for their logistics support. DLA customer support must become more flexible, timely, and tailored to meet their needs. 

· The resulting virtual logistics enterprise will dramatically reduce overhead while increasing day-to-day and surge readiness.

· To control rising costs, DoD will maximize the use of commercial items, operations, and practices.  

· A shift will occur away from government designed and maintained systems toward commercial off-the-shelf (COTS) systems. This is especially true as we move toward adapting our business practices to accommodate more efficient and affordable COTS products.    

Additionally, the BSM Program Guiding Principles indicate a commitment to the use of unmodified COTS software, a fundamental change in business operations, and minimization of risk.  The BSM Program is a unique IT acquisition program in that reengineered business practices are one of the major and integral components of the System solution.  

· BSM Program will enable BPR activities within DLA.  Although the BSM Program BPR activities will initially focus on materiel management functions, the additional functionality provided by the BSM System itself will enable BPR activities across all of DLA, and between DLA, its suppliers and it customers.  Since the BSM Program has committed to the use of COTS software products and their imbedded commercial business practices, the BPR provided by the BSM Program is tailored when compared to a traditional BPR activity.  Reengineering business practices by adopting best commercial practices embedded in leading COTS packages, especially ERP and APS, is the basic strategy of BSM. Rather than trying to reengineer then find technology solutions that may or may not be embedded in COTS products, BSM seeks to select leading COTS packages that have the best form, fit and functionality and then reengineer existing business practices rather than change the core code.  This “enterprise business system-enabled reengineering” assures both continuous process improvement and continuous technology insertion since DLA will position itself to accept new releases of the software with all the upgrades dictated by evolving business practices.  The best commercial practices that are embedded in the COTS products will be available to DLA as a guide.  In the process of implementing these COTS products, DLA will have an additional opportunity to implement business process reengineering as the existing DLA functional processes are adjusted to conform to the embedded best commercial practices within the applications.  This process mapping and subsequent reengineering of existing DLA business processes ensures the best solution for DLA.     

4.3 BPR Plan Summary

In order to conduct “enterprise business system enabled reengineering” the BSM Program will:

· Do a quick analysis of existing business processes – completed with process mapping and requirements decomposition,

· Decide whether an ERP package will work for DLA – completed with “scripted demonstrations”,

· Reconcile the existing process with the ERP – on going with BPR Planning and Scoping,

· Develop EBS-enabled desired end-state characteristics – completed with BSM end state characteristics,
· Perform near-simultaneous ERP and process configuration setting – after SI contract is awarded.
4.4 BSM Program BPR and Risk Reduction Plan 

DLA will reengineer its business processes to conform to the selected COTS solution and will mitigate the risks of accomplishing that reengineering within cost and schedule, without modifying the COTS by executing the following plan:

· Develop Strategic Required Capabilities,

· Develop Performance Metrics,

· Develop System Requirements,

· Investigate System Solutions and BPR Opportunities,

· Select BPR Activities, and

· Execute BPR Activities.
4.4.1 Develop BSM Required Capabilities
DLA developed a set of BSM System Required Capabilities, derived from DoD and DLA logistics goals and objectives, to provide a strategic vision for the BSM Program.  The BSM System will support DLA’s customers by providing the following Required Capabilities:

· Enabling DLA to support Service PMs in achieving weapon systems availability goals with a minimum of resources.  

· Fostering an environment where customers benefit from continuous improvement in DLA business practices.

· Improving the Regional Commander In Chief (CINC) and Joint Task Force (JTF) view of readiness through managing data in proper relationships while providing visibility and access to global inventories and manufacturing capabilities.

· Substantially increasing the quality of DLA data, including the efficiency with which data is accessed and communicated to the users of that data, thereby providing the customer better information and allowing them to make better decisions.  

· Facilitating communication between sector capabilities, private sector suppliers and customers.

· Linking the various elements of the supply chain from customer order through delivery creating dramatic improvements in response time and reliability.  Consistently providing responsive, best value supplies and services to DLA customers.

· Ensuring the DLA workforce has the capability to deliver and sustain world-class performance, and rapidly exploit technology to provide agile, responsible interoperable solutions and aggressively pursue partnerships with industry.

· Jointly interoperating with existing and future CINC, Service, and Agency systems, including the capability to address national, coalition and/or allied requirements if needed.

Appendix G maps BSM System Required Capabilities to DoD Logistics objectives, DoD desired end state characteristics, and DLA top-level goals.  

4.4.2 Develop Performance Metrics
The BSM System Required Capabilities were used to develop BSM Program performance metrics and a detailed set of system requirements.  The BSM Program performance metrics are defined in a hierarchical method including top level or operational performance metrics, and supporting business/functional and technical performance metrics.  The performance metrics directly support the DLA Performance Contract that articulates expectations for DLA’s performance in FY 2000 through 2005. 

The BSM Performance Measurement Plan documents and reports on the expected mission improvements, provides a performance baseline from which the mission improvements can be measured, and a plan for measuring progress toward achieving those mission improvements.  

The BSM PMO has developed a set of performance goals that support the overall performance goals of the agency.  These goals measure DLA’s progress in meeting Warfighter needs and strategic plan objectives throughout the life cycle of the BSM Program.  Successful execution of the BSM Program and related business process reengineering assures internal and external DLA customers an efficiently operating enterprise business system.  Through the use of best commercial business practices, the BSM Program will facilitate the transformation of DLA materiel management functions.  This plan lists the Program's high level goals, identifies the BSM objectives, and defines the performance metrics that will gauge progress toward accomplishing the logistics strategic objectives.   The BSM Performance Plan will continue to be refined through the IPT process, improving the metrics as necessary throughout the life cycle of systems acquisition, integration, deployment, and post implementation.  

Appendix G contains the BSM Program performance metrics and a mapping of those performance metrics to the BSM System Required Capabilities.

4.4.3 Develop System Requirements
DLA developed a detailed set of functional requirements from the BSM System Required Capabilities.  DLA has continued to refine their detailed user requirements from the “scripted demonstrations” into an outcomes database through the application of “best commercial” practices.  The BSM Program ORD contains the detailed list of system requirements, and well as a mapping of the detailed system requirements to the strategic BSM System Required Capabilities.

4.4.4 Investigate System Solutions and BPR Opportunities
In order to ensure feasibility of COTS product fit to DLA user needs and to identify potential BPR opportunities, DLA has conducted and plans to conduct various risk reduction activities in each phase of the BSM Program:

· Pre-Milestone 0 Activities - Process mapping and requirements decomposition and scripted demonstrations with the software vendors

· Phase 0 Activities - Outcome development and analysis, and BPR Planning and Scoping, and

· Phase I/IIa Activities –SI System Design and actual BPR activities.

The Pre-Milestone 0 events were started in August 1999 when a short list of ERP and APS software vendors demonstrated the capabilities of their products by performing a "scripted demonstration" based on BSM System requirements for the BSM Core IPT designed to demonstrate the required functionality of the BSM System.  The Core IPT and the BSMSG felt confident after those demonstrations and further market research that a COTS solution could meet most of DLA’s needs.

The Phase 0 activities are on going.  DLA's transition partner (KPMG) and the Core IPT are more thoroughly examining the fit of the COTS software product to the current and projected future needs of the DLA user.  It is estimated at this time that at least 70% of the "as is" DLA functional requirements and business outcomes could be met in an initial ERP and APS solution, and that up to 80% of the DLA functional requirements could be met in an initial ERP and APS solution if BPR were fully leveraged.  The BPR Planning and Scoping analysis has focused on the DLA functional requirements that are currently not projected to be met with the initial ERP and APS solution – also referred to as the “Gap”.  This analysis is preliminary as the actual ERP and APS software products have not yet been selected, but is based on information gained during the BSM Program market research and scripted demonstration.  Each Gap requirement has been considered for the following types of resolution:

· Process Redesign,

· ERP/APS Extensions,

· DLA/Custom built bolt-ons for specific government regulatory requirements, and

· Other COTS bolt-ons, 

however, there will be NO modification of the COTS code.

The probability of a solution fit has been predicted for each Gap requirement.  At this time, the Gap analysis has concluded that a COTS based solution will provide a good fit to DLA needs, and has begun to identify potential Gap Resolution actions for DLA to pursue.

The next set of activities will begin in Phase I/IIa - Concept Demonstration.  The SI will be provided the previous results to help start their system solution design effort.  It is anticipated the SI will work closely with the PM office, the Core IPT, and Logistics Operations (J3) to design the system solution to meet DLA’s end-vision and outcomes.  

4.4.5 Select BPR Activities

DLA will select BPR activities for execution based on the results of trade-off analyses.  The trade-off analyses will focus on performance, cost, and schedule and will consider BPR activities as well as bolt-on IT solutions (COTS, GOTS, and ERP/APS extensions) needed to meet the Gap requirements.  The SI's activities will involve near-simultaneous ERP analysis and recommendations for process configuration settings and BPR activities.  It is anticipated that there will be a close trade-off between embedded business processes and reengineering activities to achieve an optimal environment.

See Appendix G for a more complete description of anticipated trade-off analyses.

4.4.6 Execute BPR Activities

The detailed BPR and transformation planning and actual execution of the BSM Program BPR activities will be executed by DLA in partnership with the System Integrator (SI).  It is anticipated the SI will contracted after the BSM Program successfully completes their Milestone I/IIa decision.  

DLA and the SI will jointly execute the BPR activities.  The majority of functional guidance will come from the Executive Director, Business Modernization, Logistics Operations, the Core IPT and the field BSM implementation offices.  The program oversight guidance will come from the BSM PMO within Information Operations (J6).  The technical recommendations and execution assistance should come from the SI.  

The Executive Director, Business Modernization, Logistics Operations is responsible for business process re-engineering, transforming the Agency practices to fit functionality of COTS products, codifying policies and procedures, and enforcing and enabling same. 

The BSM PMO, Information Operations (J6) is responsible for delivering an enterprise business system solution using a Portfolio Management approach, and a COTS-based solution that meets best business practices needs.

Corporate Information Services, Information Operations (J6) is responsible for providing the computer processing hardware and communication infrastructure to support operations.  

5 Conclusions and Recommendations

This section presents conclusions and recommendations.

5.1 Conclusions

1. DLA has conducted significant and effective BPR activities to date and plans to continue to modernize and reengineer their business processes.

2. DLA requires a new IT system to support their current and future modernized business activities. 

3. The BSM Program will not only provide a modern enterprise business system for DLA, but it will reengineer materiel management functions to best commercial practices as possible using COTS products, and will provide a platform for further DLA BPR activities.

4. An enterprise business system is required to enable further business process reengineering and continue the DLA Logistics Transformation.

5. The BSM Program meets Section 8121(b) BPR certification criteria. (see Appendix D)

5.2 Recommendations

1. The DLA Director, or designee, concurs with the BPR portion of the Section 8121(b) confirmation matrix and recommends approval to the DoD CIO.

2. The BSM Program continues acquisition of the BSM System.

Appendix A:  Acronyms

	ACAT
	Acquisition Category

	ADM
	Acquisition Decision Memorandum

	AIMD
	Accounting and Information Management Division

	AIS
	Automated Information System

	APS
	Advanced Planning System

	ASD (C3I)
	Assistant Secretary of Defense (Command, Control, Communications and Intelligence)

	BPR
	Business Process Reengineering

	BSM
	Business Systems Modernization

	BSMSG
	BSM Steering Group

	CAE
	Component Acquisition Executive

	CCA
	Clinger-Cohen Act

	CFO
	Chief Financial Officer

	CINC
	Commander In Chief

	CIM
	Corporate Information Management

	CIO
	Chief Information Officer

	CFR
	Code of Federal Regulations

	COTS
	Commercial-Off-The-Shelf

	DFAS
	Defense Finance and Accounting Service

	DISMS
	Defense Integrated Subsistence Management System

	DLA
	Defense Logistics Agency

	DLSS
	Defense Logistics Standard System

	DLMS
	Defense Logistics Management Standards

	DMC
	Defense Management College

	DMR
	Defense Management Reform

	DoD
	Department of Defense

	DoDD
	DoD Directive

	DRI
	Defense Reform Initiative

	DRID
	Defense Reform Initiative Directive

	DSS
	Distribution Standard System

	DTS
	Defense Transportation System

	DUSD (L)
	Deputy Under Secretary of Defense (Logistics)

	DVD
	Direct Vendor Delivery

	EA
	Economic Analysis

	ECat
	Electronic Catalog

	EMall
	Electronic Commerce Mall

	ERP
	Enterprise Resource Planning

	FARA
	Federal Acquisition Reform Act

	FAS
	Fuels Automated System

	FASA
	Federal Acquisition Streamlining Act

	FY
	Fiscal Year

	GAO
	General Accounting Office

	GPRA
	Government Performance Results Act

	GOTS
	Government Off The Shelf

	IPT
	Integrated Product Team

	IT
	Information Technology

	JTF
	Joint Task Force

	JV 2020
	Joint Vision 2020

	KPP
	Key Performance Parameter

	MAIS
	Major Automated Information System

	MDA
	Milestone Decision Authority

	MDAP
	Major Defense Acquisition Program

	MILS
	Military Standard Logistics System

	MILSBILLS
	Military Standard Billing System

	MILSCAP
	Military Standard Contract Administration Procedures

	MILSTAMP
	Military Standard Transportation and Movement Procedures

	MILSTRAP
	Military Standard Transaction Reporting and Accounting Procedures

	MILSTRIP
	Military Standard Requisitioning and Issue Procedure

	MNS
	Mission Need Statement

	NDP
	National Defense Panel

	NPR
	National Performance Review

	OIPT
	Overarching Integrated Product Team

	OMB
	Office of Management Budget

	ORD
	Operational Requirements Document

	OSD
	Office of the Secretary of Defense

	PA&E
	Plans, Analysis & Evaluation

	PEO
	Program Executive Officer

	PM
	Program Manager

	PMO
	Program Management Office

	POM
	Program Objective Memorandum

	PQA
	President’s Quality Award

	PSA
	Principal Staff Assistant

	QDR
	Quadrennial Defense Review

	SAMMS
	Standard Automated Materiel Management System

	SAMP
	Single Acquisition Management Plan

	TEMP
	Test and Evaluation Master Plan

	USC
	United States Code

	VPV
	Virtual Prime Vendor

	WIPT
	Working Integrated Product Team
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Appendix C:  Section 8121 Certification References

This appendix provides the BPR excerpt of the Confirmation Matrix and the supporting statutory and assessment guidance as described in the draft OSD memorandum “DoD Information Technology Systems Certification Requirements”.  

BPR Excerpt of Section 8121(b) Confirmation Matrix 

This section contains the BPR excerpt of the Confirmation Matrix describing the Section 8121(b) BPR certification requirements.

	Section 8121 Confirmation Requirements
	Statutory Basis
	Assessment Guidelines
	Potential Information Source
	Office of Primary Responsibility

	
	
	
	
	

	(A). Business Process Reengineering
	
	
	
	PSA, CAE, JS, CIO & PA&E

	i.  Identify the governance process through which the executive leadership manages change.  (GAO/AMID-10.1.15: Issues 3,4,7, and 8)*

ii.  How have mission and strategic goals been aligned?  Have mission critical processes been defined and mapped? (GAO/AMID-10.1.15: Issues 1)*

iii.  Have the gaps been assessed between current performance and stakeholder needs?  Has current performance been benchmarked?  Have gaps been defined in terms of functional requirements? (GAO/AMID-10.1.15: Issues 2)*

iv.  Answer Three Pesky questions (GAO/AMID-10.1.15: Issues 3 and 6)*

A. Does the proposed investment in IT support core mission functions that need to be performed by the Government?  If not, then eliminate or privatize the functions.

B.  Does the investment need to be undertaken by DoD because no alternative private sector or governmental sources can better support the function?  The decision must consider the requirements of OMB A-76.

C.  Does the investment support work processes that have been simplified or otherwise redesigned to reduce cost, improve effectiveness, and make maximum use of COTS technology?  If not, management should reengineer business process first, then search for alternatives
	40 USC 1413 (b)(2)(B)(C)

40 USC 1423 (4) (5)

GPRA 5 USC 306

GPRA 31 USC 1115

PRA 44 USC 3506 (b)(3)(C)

40 USC 1422 (b)(1)(3)(5)

40 USC 1423 (1)(3)

40 USC 1461 et.seq.


	"Planning, budgeting, and Acquisition of Capital Assets" OMB Circular A-11 July 1999

"Capital Programming Guide" V1. OMB July 1997

"Business Process Reengineering Guide" GAO/AIMD-10.1.15 May 1997
	Strategic Plans

Performance Plan

MNS

Capstone Requirements Document (CRD)
	

	*DoD CIO interim policy on Business Process Reengineering will be based on the GAO Guide


Exhibit C-1:  BPR Excerpt of Section 8121(b) Confirmation Matrix

Statutory Guidance

This section provides excerpts of the statutory guidance referenced in the Section 8121 (b) Confirmation Matrix for BPR.

USC Title 40 - Public Buildings, Property, and Works, Chapter 25 - Information Technology Management

40 USC 1413 (b) (2) (B) (C)

Sec. 1413. Performance-based and results-based management

(b) Evaluation of agency programs and investments

(2) Direction for executive agency action

The Director shall issue to the head of each executive agency clear and concise direction that the head of such agency shall -

(B) determine, before making an investment in a new information system -

(i) whether the function to be supported by the system should be performed by the private sector and, if so, whether any component of the executive agency performing that function should be converted from a governmental organization to a private sector organization; or

(ii) whether the function should be performed by the executive agency and, if so, whether the function should be performed by a private sector source under contract or by executive agency personnel;

(C) analyze the missions of the executive agency and, based on the analysis, revise the executive agency's mission-related processes and administrative processes, as appropriate, before making significant investments in information technology to be used in support of those missions; 

40 USC 1422 (b) (1) (3) (5)

Sec. 1422. Capital planning and investment control

b) Content of process 

The process of an executive agency shall -

(1) provide for the selection of information technology investments to be made by the executive agency, the management of such investments, and the evaluation of the results of such investments;

(3) include minimum criteria to be applied in considering whether to undertake a particular investment in information systems, including criteria related to the quantitatively expressed projected net, risk-adjusted return on investment and specific quantitative and qualitative criteria for comparing and prioritizing alternative information systems investment projects;

(5) provide for identifying for a proposed investment quantifiable measurements for determining the net benefits and risks of the investment;
40 USC 1423 (1) (3) (4) (5)

Sec. 1423. Performance and results-based management

In fulfilling the responsibilities under section 3506(h) of title 44, the head of an executive agency shall -

(1) establish goals for improving the efficiency and effectiveness of agency operations and, as appropriate, the delivery of services to the public through the effective use of information technology;

(3) ensure that performance measurements are prescribed for information technology used by or to be acquired for, the executive agency and that the performance measurements measure how well the information technology supports programs of the executive agency;

(4) where comparable processes and organizations in the public or private sectors exist, quantitatively benchmark agency process performance against such processes in terms of cost, speed, productivity, and quality of outputs and outcomes;

(5) analyze the missions of the executive agency and, based on the analysis, revise the executive agency's mission-related processes and administrative processes as appropriate before making significant investments in information technology that is to be used in support of the performance of those missions; 

 40 USC 1461 et.seq.

Sec. 1461. Procurement procedures

The Federal Acquisition Regulatory Council shall ensure that, to the maximum extent practicable, the process for acquisition of information technology is a simplified, clear, and understandable process that specifically addresses the management of risk, incremental acquisitions, and the need to incorporate commercial information technology in a timely manner.

USC Title 5 - Government Organization and Employees

(included as reference only – DLA does not meet Title 5 definition of Executive Agency)

5 USC 306

Sec. 306. Strategic plans

(a) No later than September 30, 1997, the head of each agency shall submit to the Director of the Office of Management and Budget and to the Congress a strategic plan for program activities.  Such plan shall contain -

(1) a comprehensive mission statement covering the major functions and operations of the agency;

(2) general goals and objectives, including outcome-related goals and objectives, for the major functions and operations of the agency;

(3) a description of how the goals and objectives are to be achieved, including a description of the operational processes, skills and technology, and the human, capital, information, and other resources required to meet those goals and objectives;

(4) a description of how the performance goals included in the plan required by section 1115(a) of title 31 shall be related to the general goals and objectives in the strategic plan;

(5) an identification of those key factors external to the agency and beyond its control that could significantly affect the achievement of the general goals and objectives; and

(6) a description of the program evaluations used in establishing or revising general goals and objectives, with a schedule for future program evaluations.

(b) The strategic plan shall cover a period of not less than five years forward from the fiscal year in which it is submitted, and shall be updated and revised at least every three years.

(c) The performance plan required by section 1115 of title 31 shall be consistent with the agency's strategic plan.  A performance plan may not be submitted for a fiscal year not covered by a current strategic plan under this section.

(d) When developing a strategic plan, the agency shall consult with the Congress, and shall solicit and consider the views and suggestions of those entities potentially affected by or interested in such a plan.

(e) The functions and activities of this section shall be considered to be inherently Governmental functions.  The drafting of strategic plans under this section shall be performed only by Federal employees.

(f) For purposes of this section the term ''agency'' means an Executive agency defined under section 105, but does not include the Central Intelligence Agency, the General Accounting Office, the Panama Canal Commission, the United States Postal Service, and the Postal Rate Commission.

USC Title 31 - Money and Finance

31 USC 1115

Section 1115. Performance plans

(a) In carrying out the provisions of section 1105(a)(29), the Director of the Office of Management and Budget shall require each agency to prepare an annual performance plan covering each program activity set forth in the budget of such agency.  Such plan shall -

(1) establish performance goals to define the level of performance to be achieved by a program activity;

(2) express such goals in an objective, quantifiable, and measurable form unless authorized to be in an alternative form under subsection (b);

(3) briefly describe the operational processes, skills and technology, and the human, capital, information, or other resources required to meet the performance goals;

(4) establish performance indicators to be used in measuring or   assessing the relevant outputs, service levels, and outcomes of each program activity;

(5) provide a basis for comparing actual program results with   the established performance goals; and

 (6) describe the means to be used to verify and validate measured values.

(b) If an agency, in consultation with the Director of the Office of Management and Budget, determines that it is not feasible to express the performance goals for a particular program activity in an objective, quantifiable, and measurable form, the Director of the Office of Management and Budget may authorize an alternative form.  Such alternative form shall -

(1) include separate descriptive statements of -

(A)       (i) a minimally effective program, and

(ii) a successful program, or

(B) such alternative as authorized by the Director of the Office of Management and Budget, with sufficient precision and in such terms that would allow for an accurate, independent determination of whether the program activity's performance meets the criteria of the description; or

(2) state why it is infeasible or impractical to express a performance goal in any form for the program activity.

(c) For the purpose of complying with this section, an agency may aggregate, disaggregate, or consolidate program activities, except that any aggregation or consolidation may not omit or minimize the significance of any program activity constituting a major function or operation for the agency.

(d) An agency may submit with its annual performance plan an appendix covering any portion of the plan that -

(1) is specifically authorized under criteria established by an Executive order to be kept secret in the interest of national defense or foreign policy; and

(2) is properly classified pursuant to such Executive order. 

(e) The functions and activities of this section shall be considered to be inherently Governmental functions.  The drafting of performance plans under this section shall be performed only by Federal employees.

(f) For purposes of this section and sections 1116 through 1119, and sections 9703 and 9704 the term - 

(1) ''agency'' has the same meaning as such term is defined under section 306(f) of title 5;

(2) ''outcome measure'' means an assessment of the results of a program activity compared to its intended purpose;

 (3) ''output measure'' means the tabulation, calculation, or recording of activity or effort and can be expressed in a quantitative or qualitative manner;

 (4) ''performance goal'' means a target level of performance expressed as a tangible, measurable objective, against which actual achievement can be compared, including a goal expressed as a quantitative standard, value, or rate;

(5) ''performance indicator'' means a particular value or characteristic used to measure output or outcome;

 (6) ''program activity'' means a specific activity or project as listed in the program and financing schedules of the annual budget of the United States Government; and

(7) ''program evaluation'' means an assessment, through objective measurement and systematic analysis, of the manner and extent to which Federal programs achieve intended objectives.

USC Title 44 - Public Printing and Documents

44 USC 3506 (b) (3) (C)

Sec. 3506. Federal agency responsibilities

(b) With respect to general information resources management, each agency shall -

(3) develop and maintain an ongoing process to -

(C) establish goals for improving information resources management's contribution to program productivity, efficiency, and effectiveness, methods for measuring progress towards those goals, and clear roles and responsibilities for achieving those goals;

Assessment Guidelines

This section provides excerpts of the assessment guidelines referenced in the Section 8121 (b) Confirmation Matrix for BPR.

"Planning, Budgeting, and Acquisition of Capital Assets", OMB Circular A-11, Part 3, July 1999 

Document Purpose:

Part 1: Covers the development of the President’s budget and tells you how to prepare and submit materials required for OMB and Presidential review of agency requests and for formulation of the FY 2001 Budget. A significant portion of this part focuses on the preparation of the Budget Appendix and the related database.

Part 2: Describes the requirements of the Government Performance and Results Act and tells you how to prepare and submit strategic plans, annual performance plans, and annual program performance reports.

Part 3: Discusses the planning, budgeting and acquisition of capital assets, and tells you how to prepare and submit information on new and past acquisitions.

This year, as you develop the FY 2001 budget and performance plans, we look forward to agency progress in the use of planning, performance measurement, and budgeting. The immediate attachment lists the kinds of questions we will be asking.

LINKING PLANNING, PERFORMANCE MEASUREMENT, AND BUDGETING

· Is there clear evidence that agency resource level proposals are aligned with specific agency strategic and performance goals, and reflect evidence of past performance, including research and evaluation results?

· Are changes in the structure of agency’s plans and/or budget accounts needed to bring them into closer alignment with each other? If budget structure changes are envisioned, and the agency has already received OMB approval, has the agency discussed the issue with its appropriations clerks, majority and minority, and if so, what are their views?

· Does the budget submission and performance plan clearly identify the agency official (below the Secretary’s office) being held accountable for achievement of each goal and objective?

By "agency official being held accountable," OMB means the official who has the responsibility to determine resource allocations to activities in support of the goal/objective, monitor results, and make changes (short of legislative changes) in program management in response to performance. OMB anticipates that in budget hearings and related discussions, the agency will be represented primarily by these responsible individuals.

· If the agency’s annual performance plan and budget justification are not meaningfully integrated into one coherent document, what is the reason for the agency’s taking an alternative approach?

· Do accountable agency officials have appropriate, timely, integrated financial and performance information with which to manage? Are there systems for tracking the budgetary resources, costs, inputs, performance, outputs, outcomes, and other relevant factors affecting the achievement of specific program goals?

Good information systems are necessary to provide integrated feedback for improving program management at all levels, from the Secretary to the lowest operating level (including, where appropriate, grantees/contractors, or individuals).

"Capital Programming Guide" V1, OMB July 1997 

Supplement to OMB Circular A-11, Part 3:  Planning, Budgeting, and Acquisition of Capital Assets", July 1997

Document Purpose:

The purpose of this Guide is to provide professionals in the Federal Government a basic reference on principles and techniques for planning, budgeting, procurement, and management of capital assets.  The Guide should help Federal agencies to achieve “world class” recognition for these activities and achieve the maximum return on these investments. The guidance integrates the various Administration and statutory asset management initiatives (including GPRA, Clinger/Cohen Act, FASA, and others) into a single, integrated capital programming process to ensure that capital assets contribute to the achievement of agency strategic goals and objectives.

Agencies should use this Guide to help establish a capital programming process in each agency.  Effective capital programming uses long range planning and a disciplined budget process as the basis for managing a portfolio of capital assets to achieve performance goals with the lowest life cycle costs and least risk. This process should provide agency management with accurate information on acquisition and life-cycle costs, schedules, and performance of current and proposed capital assets.  This information will help agencies make decisions on the best use of available funds to achieve strategic goals and objectives.

While agencies are provided flexibility in how they implement the key principles and concepts of the Guide, they are, expected to comply with existing statutes and guidance (cited in the text where appropriate) for planning and funding new assets, achieving cost, schedule and performance goals, and managing the operation of assets to achieve the asset’s performance and life-cycle cost goals.  This Guide does not discuss the entire strategic planning process, only that portion that pertains to the contribution of capital assets.

"Business Process Reengineering Guide", GAO/AIMD-10.1.15, May 1997

The guide has nine assessment issues that are grouped into three major areas. The first area, Part A: Assessing the Agency's Decision to Pursue Reengineering, focuses on strategic and general management issues that need to be resolved before an agency embarks on a reengineering project. It includes the following assessment issues:

Assessment Issue 1: Has the Agency Reassessed Its Mission and Strategic Goals?

Assessment Issue 2: Has the Agency Identified Performance Problems and Set Improvement Goals?

Assessment Issue 3: Should the Agency Engage in Reengineering?

Part B: Assessing the New Process' Development picks up at the point where the agency has decided to begin a reengineering project. The assessment issues focus on the management of the reengineering team, the team's process redesign activities, and the business case it develops to support a decision to begin implementing the new design:

Assessment Issue 4: Is the Reengineering Project Appropriately Managed?

Assessment Issue 5: Has the Project Team Analyzed the Target Process and Developed Feasible Alternatives?

Assessment Issue 6: Has the Project Team Completed a Sound Business Case for Implementing the New Process?

The last section, Part C: Assessing Project Implementation and Results, deals with the problems involved in piloting and deploying a new business process. Both the human and technical issues surrounding implementation are touched on, along with the need to evaluate the performance and results of the new process:

Assessment Issue 7: Is the Agency Following a Comprehensive Implementation Plan?

Assessment Issue 8: Are Agency Executives Addressing Change Management Issues?

Assessment Issue 9: Is the New Process Achieving the Desired Results?

Assessment Issue 1: Has the Agency Reassessed Its Mission and Strategic Goals?
Key Activities for the Agency

1.1 Has the Agency Reassessed Its Mission, Outlook, and Priorities?

1.2 Are the Agency's Products and Services Aligned with Customer and Stakeholder Needs?

1.3 Has the Agency Identified Other Forces for Change?

1.4 Has the Agency Defined and Mapped Its Mission-Critical Business Processes?

1.5 Criteria

Before a decision on whether to reengineer can ever be made, federal agencies must clearly know their mission and have established strategic goals that explain the purposes of the agency's programs and the results they are intended to achieve.  Well-defined missions and strategic goals form the foundation for the key business systems and processes and thus help ensure the successful outcome of their operations. Leading organizations strive to ensure that their day-to-day activities support their organizational missions and move them closer to accomplishing their strategic goals. Such strategic planning is also required by GPRA. Under GPRA, agencies must consult with both the Congress and other stakeholders in developing missions and strategic goals. They must also identify the external factors that could affect their ability to accomplish what they set out to do.

Assessment Issue 2: Has the Agency Identified Performance Problems and Set Improvement Goals?

Key Activities for the Agency

2.1 Has the Agency Assessed the Gaps Between Current Performance and Customer/Stakeholder Needs?

2.2 Has Current Performance Been Benchmarked Against Leading Organizations?

2.3 Are Improvement Goals Focused on Outcomes Important to Customers and Stakeholders?

2.4 Has the Agency Selected and Prioritized Processes for Improvement?

2.5 Criteria

Leading organizations recognize that improvement goals should flow from a fact-based performance analysis and be directed at achieving organizational missions. These organizations typically assess which of their processes are in greatest need of improvement in terms of cost, quality, and timeliness. By analyzing the gap between where they are and where they need to be to achieve desired outcomes, agencies can target those processes that are in most need of improvement, set realistic improvement goals, and select an appropriate process improvement technique. One method often used is benchmarking. Benchmarking provides reference points for defining ambitious, yet achievable, performance goals and also helps the agency learn methods that others have used to improve their business processes.

Assessment Issue 3: Should the Agency Engage in Reengineering?

Key Activities for the Agency:

3.1 Should Any of the Agency's Poorly Performing Processes Be Targeted for Reengineering?

3.2 Is the Agency Ready to Engage in Reengineering?

3.3 Has the Agency Developed an Initial Business Case for Starting a Reengineering Project?

3.4 Is the Proposed Reengineering Project Integrated Into the Agency's Overall Improvement Strategy?

3.5 Have Agency Executives Begun a Program to Manage Expectations and Facilitate Change?

3.6 Criteria

After completing the previous activities, the agency should know which of its core processes needs improvement in order to fulfill mission goals, satisfy customer and stakeholder needs, reduce costs, and provide high-quality products and services. If the gap between current performance and agency goals is large, business process reengineering may be an appropriate course of action. However, before engaging in a reengineering project, executives need to understand and accept their critical role in managing the fundamental organizational and cultural changes involved in reengineering. They must also determine whether the agency has the skills needed to pursue a reengineering project successfully. Training, tools, and external support may be needed.
Assessment Issue 4: Is the Reengineering Project Appropriately Managed?

Key Activities for the Agency

4.1 Does the Reengineering Effort Have Ongoing Executive Support?

4.2 Has a Process Owner Been Designated?

4.3 Is the Reengineering Project Being Carried Out by a Skilled Team?

4.4 Is There a Reengineering Team Charter and Project Plan?

4.5 Is the Team Following a Reengineering Methodology?

4.6 Criteria

Each reengineering effort should be structured and managed as a formally chartered project with clear objectives, tasks, and time frames. Once agency executives have selected a reengineering project, the management structure for the effort is defined, including scope and expectations, human and technical resources, and the reengineering methodology that will be followed.

Assessment Issue 7: Is the Agency Following a Comprehensive Implementation Plan?

Key Activities for the Agency

7.1 Has the Agency Established a Transition Team and Developed a Comprehensive Implementation Plan?

7.2 Has the Transition Team Addressed Workforce Training and Redeployment Issues?

7.3 Are Pilot Tests Being Used to Evaluate and Refine the New Process Design?

7.4 Criteria

Having decided to implement the new process, the agency now faces the formidable challenge of turning concepts into reality. An implementation plan should be developed that spells out the work that needs to be done, with time frames, milestones, decision points, and resource allocations. Training and workforce issues are important elements of an effective implementation plan. Pilot testing provides a method for refining the process and building support for full implementation of the new process across the agency.

Assessment Issue 8: Are Agency Executives Addressing Change Management Issues?

Key Activities for the Agency

8.1 Are Agency Executives and the Transition Team Refining and Implementing the Change Management Plan?

8.2 Are Senior Executives Encouraging Acceptance of the New Process?

8.3 Has the Agency Assisted Staff and Managers to Take on New Roles and Responsibilities?

8.4 Criteria

The implementation of a new process is typically the most failure-prone phase of the reengineering project because of an organization's natural resistance to change.  Frequently, the greatest challenges lie not in managing the technical or operational aspects of change, but in managing the human dimensions of change. Widely shared agency perceptions, based on assumptions deeply rooted in the agency’s culture, can translate into a belief that reengineering is unnecessary, unworkable, or unfair. As indicated in assessment issue 3, agency executives need to begin managing change early in the reengineering effort.

Some experts caution that unless planning and accountability for change management is given a separate focus, the effort will not be managed well. During the implementation phase especially, agency executives must be in the forefront in dealing with the social, psychological, and political resistance to changing the way work is done. Executives must also recognize that their own roles and responsibilities may need to undergo change as well.

Appendix D:  Section 8121 Certification Requirements Mapping

This section appendix maps the BPR requirements identified in the Section 8121(b) Confirmation matrix presented in the draft OSD memorandum “DoD Information Technology Systems Certification Requirements” to the main body of this document.  The Confirmation Matrix presents the following confirmation requirements: 

	Section 8121 Confirmation Requirements

	(A) Business Process Reengineering
	See BPR Plan Section:
	Supporting Documents

	i.  Identify the governance process through which the executive leadership manages change.  (GAO/AMID-10.1.15: Issues 3,4,7, and 8)

ii.  How have mission and strategic goals been aligned?  Have mission critical processes been defined and mapped? (GAO/AMID-10.1.15: Issues 1)

iii.  Have the gaps been assessed between current performance and stakeholder needs?  Has current performance been benchmarked?  Have gaps been defined in terms of functional requirements? (GAO/AMID-10.1.15: Issues 2)

iv.  Answer Three Pesky questions (GAO/AMID-10.1.15: Issues 3 and 6)

A. Does the proposed investment in IT support core mission functions that need to be performed by the Government?  If not, then eliminate or privatize the functions.

B.  Does the investment need to be undertaken by DoD because no alternative private sector or governmental sources can better support the function?  The decision must consider the requirements of OMB A-76.

C.  Does the investment support work processes that have been simplified or otherwise redesigned to reduce cost, improve effectiveness, and make maximum use of COTS technology?  If not, management should reengineer business process first, then search for alternatives
	3.4.4.1

3.4.4.1

4.4.1

3.4.4.2

4.4.2

Attachment 1 to Appendix D

Attachment 1 to Appendix D

entire document
	DLA 21

BSM Acquisition Strategy

DLA 21

BSM ORD

DLA Performance Contract

BSM Performance Plan

BSM Program CCA Response to Milestone 0 ADM

BSM Program CCA Response to Milestone 0 ADM

BSM BPR and Risk Reduction Plan


Exhibit D-1: Section 8121 (b) Compliance Table

Attachment 1 to Appendix D:  Summary of BSM CCA Compliance And Response To Milestone 0 ADM

Questions A & B were addressed in detail in the “Business Systems Modernization Clinger-Cohen Act Compliance And Response To Milestone 0 Acquisition Decision Memorandum” submitted to the OIPT Leader 60 days after Milestone 0 approval.  Sections 5.4.1 and 5.4.2 provide a summary of the answers provided in that document.

Question A:  Does the proposed investment in IT support core mission functions that need to be performed by the Government?  If not, then eliminate or privatize the functions.

The BSM Program acquisition supports the following core/priority mission functions that need to be performed by the Federal Government: 

· Governance

· Management of Government programs requiring value judgments 

· Selection of program priorities 

· Direction and control of Federal employees

· Contract management 

· Control over property acquisition 

· Control over property disposition 

· Monetary Transactions and Entitlements

· Collection of Federal funds 

· Disbursement of Federal funds 

· Determination of Budget requests 

Question B:  Does the investment need to be undertaken by DoD because no alternative private sector or governmental sources can better support the function?  The decision must consider the requirements of OMB A-76.

The acquisition needs to be undertaken by the Department because no alternative private sector or government source can better support all core functions.  DLA is utilizing private sector sources for mission execution, and is considering further use of private sector or governmental sources for additional functions.  DLA’s future business environment focuses on the management of suppliers, not the management of supplies. The integration of the efforts of many suppliers and service providers is an important function of DLA as is the stewardship of an integrated data environment for customers and stakeholders.  Information becomes the most critical asset that DLA controls and manages.  DLA is reducing its handling of supplies by utilizing the private sector through two types of initiatives:

· Competitive Sourcing Initiatives.  DLA has initiated a multi-phased program of competitive sourcing studies as allowed under OMB Circular A-76 for its distribution depots, defense reutilization and marketing offices, and document management production functions.  The purpose of these competitions is to use the leverage of market forces to drive down the cost of operations for our customers.  In-house work forces will compete their Most Efficient Organizations against best value offers submitted by industry for the right to provide these services.   

· Strategic Sourcing Initiatives.  Strategic sourcing initiatives examine the nature of the supplies and services being provided by DLA and attempts to group them together in a manner that promotes the usage of the most efficient and effective business practice with focus on shifting to a commercial practice. This can include the outsourcing of the handling and some management aspects of supplies to the private sector.  DLA is committed to the strategic sourcing of supplies whenever feasible. 

The BSM Program will provide information services to DLA and its customers in the future.  Currently the BSM Program utilizes private sector sources, and is considering further use of private sector or governmental sources for additional functions.  With the heavy reliance of the BSM Program on COTS software, most of the software development and software maintenance is expected to be performed by the commercial sector.  All hardware purchased comes from the commercial sector.  The BSM Program, in addition to information technology (IT) system acquisition, includes modernization of DLA business practices to align with best commercial practices whenever possible.  It is believed that DLA, with the support of the commercial sector, is the most effective organization to modernize DLA business practices and must lead its own business processing re-engineering effort.  It has not yet been determined whether the private sector or the Government can most effectively conduct long-term operations and maintenance of the BSM System, but this will be determined as the Program progresses.

Appendix E:  GAO Report, "Opportunities Exist to Expand the Use of Defense Logistics Agency Best Practices"

This appendix contains an excerpt of GAO Report NSIAD-00-30, Defense Inventory: Opportunities Exist to Expand the Use of Defense Logistics Agency Best Practices, January 2000 which states that DLA has made significant progress in the adoption of commercial practices, has plans for future adoption of commercial practices, and that DoD should promote the services’ use of DLA’s initiatives 

Results in Brief

The Defense Logistics Agency has made significant progress in implementing the initiatives listed in the schedule. Of the 75 initiatives listed in the schedule, 43 are considered by the Agency as completed and 15 have been awarded contracts. Two initiatives were canceled, 1 was incorporated into another initiative, and the remaining 14 were still in the contract negotiation phase or had an otherwise uncertain status. Sales related to these initiatives were estimated to be $2.2 billion, or about 27 percent of the Agency’s projected fiscal year 1999 sales of secondary inventory items,
 excluding fuels. Of this amount, over $1.8 billion of sales are associated with four initiatives that relate to medical, pharmaceutical, and food items while almost $400 million is associated with the remaining implemented initiatives. The most effective initiatives to date have been the medical and food prime vendor initiatives, which have transferred inventory management functions from the Agency to key suppliers. These initiatives enabled the Agency to reduce inventory levels and related costs and improve service to military customers. Initiatives related to hardware and clothing items have had only a limited impact on business operations, but recent initiatives may provide a foundation for future improvements because they also transfer inventory management functions to key suppliers.

The Agency is attempting to build on the success of its implemented initiatives and expand the use of best practices, but significant implementation obstacles must be overcome. Over 90 percent of the Agency’s estimated fiscal year 1999 sales of hardware items were not covered by the initiatives in the schedule. To expand the use of best practices, the Agency is developing a strategy that focuses on using commercial distributors to support military customers for hardware items that are used frequently and regularly and creating alternative methods for items that are more unpredictable and difficult to support. In its efforts to adopt best practices, the Agency and the military departments have faced a variety of implementation issues. Many issues are related to concerns over whether the new practices can adequately meet military supply needs and how the new practices will affect employees’ jobs. Though these obstacles were overcome in some cases, they are significant because they can slow or stop implementation efforts or deter the military departments’ full participation in the initiatives.

To build on the Agency’s progress in implementing the initiatives and encourage participation across the Department of Defense, we are recommending that the Secretary of Defense direct the military departments and the Defense Logistics Agency to develop a Department-wide approach to promote the services’ use of the Agency’s initiatives and resolve implementation obstacles.

Appendix F:  Excerpts from the DLA Strategic Plan 2000

This appendix contains excerpts from the DLA Strategic Plan 2000 on Plan Implementation and DLA Linkage.

Plan Implementation

Deployment.  Initially, the DLA Director and other senior executives will introduce the DLA strategic plan to their respective managers and employees.  The core communication of our corporate vision, goals, and objectives will be through chain teaching - where discussion of the Strategic Plan will occur at each organizational level with opportunities for leaders and employees to identify and explore new processes and to set mutual performance expectations.

Integration.  The Strategic Plan will be integrated into the Planning, Programming, and Budgeting System (PPBS), and business processes and management decisions. It will establish priorities and frames the agency’s dialogue with DoD, Congress, and our Service customers.  Also, the Defense Management Council (DMC) uses the DLA performance contracts, which was derived from the Strategic Plan, to monitor program performance.

Program Evaluation.  DLA requires programs to be linked to the Strategic Plan and to present measures and cost analysis of initiatives during Program Objective Memorandum (POM) proposals.  Programs are evaluated in terms of dollars and performance across the projected 6-year budget DoD POM process.  
Consultation.  Customer and stakeholder feedback will continue to direct priorities and focus DLA’s reinvention efforts in implementing this Strategic Plan.   

Cross Cutting Endeavors.  DLA is committed to finding improvements and savings not only among DoD activities, but also across government in partnership with other federal and state government agencies. Elimination of redundancies, reengineered processes and application of technology in partnership with industry have provided and continue to provide opportunities for savings and efficiencies.

DLA Linkage 

This section contains the linkage of the DLA Strategic Plan 2000 Goals to the DoD Corporate Goals, the Defense Systems Affordability Council (Acquisition & Technology) Goals, and the 1999 DoD Logistics Strategic Plan. 

DoD Corporate Goals

1. Shape the international environment and respond to the full spectrum of crises by providing appropriately sized, positioned, and mobile forces.

2. Prepare now for an uncertain future by pursuing a focused modernization effort… exploit the Revolution in Military Affairs, and reengineer to achieve a 21st century infrastructure.

Performance Goals

2.1 Recruit, retain, develop personnel.

(Quantity, quality, retention/attrition)

2.2 Transform military forces for future.

(Procurement spending, Defense Technology Objectives effectiveness, joint experimentation)

2.3 Streamline infrastructure through business reform.

2.3.1 Reduce infrastructure spending.

2.3.2 Reduce unfunded depot maintenance.

2.3.3 Increase public-private competitions.

2.3.4 Reduce Logistics Response Times

2.3.5 Increase Total Asset Visibility (TAV).

2.3.6 Dispose National Defense Stockpile and excess supply.

2.3.7 Dispose excess real property.

2.3.8 Defense Working Capital Funds Net

Operating Results (NOR) targets.

2.4 Improve acquisition

2.4.1 Minimize Major Defense Acquisition

Program (MDAP) cost growth.

2.4.2 Reduce MDAP cycle time.

2.4.3 Successful Operational Test & Evaluation

2.4.4 Increase purchase card use.

2.4.5 Increase paperless transactions.

2.4.6 Reduce acquisition workforce.

2.4.7 Dispose government property held by contractors.

2.4.8 Reengineer transportation.

Defense Systems Affordability Council

(Acquisition & Technology) Goals

1. Field high quality defense products quickly; support them responsively.

1.1 Reduce average systems acquisition cycle time (from program start to initial operating capability) by 50%, beginning in FY99.

1.2 Reduce Logistics Response Time (LRT) from 36 days in FY97 to <18 days by FY00, to 5 days by FY05.

1.3 Reduce repair cycle times 10% by FY00, 25% by FY01.

2. Lower Total Ownership Cost (TOC) of defense products.

2.1 Surpass or achieve CAIV (Cost as an Independent Variable) unit cost and TOC targets for > 50% programs by FY00.

2.2 Reduce logistics support cost per weapon system per year, 7% by FY00, 10% by FY01, 20% by FY05.

3. Reduce the overhead cost of the acquisition and logistics infrastructure.

3.1 Reduce logistics funding (2.2) and other infrastructure funding requirements from 64% of Total Obligation Authority to 62% by FY00, 60% by FY01, 53% by FY05.

3.2 Achieve annual defense procurements >$54B by FY00, $60B by FY01.

DoD 1999 Logistics Strategic Plan Goals

1. Shape the international environment and respond to the full spectrum of crises by providing appropriately sized, positioned, mobile forces.

2. Prepare now for an uncertain future by pursuing a focused modernization effort that maintains U.S. qualitative superiority in key war-fighting capabilities. Transform the force by exploiting the Revolution in Military Affairs, reengineer DoD to achieve a 21st century infrastructure.

Objectives and Performance Measures

1. Optimize support to the warfighter. (Mission Capable Rates through FY06; DLA develop capability to report Customer Wait Time baseline and progress)

2. Improve strategic mobility to meet war-fighter requirements. (FY06 capacities; mobility infrastructure and process improvements)

3. Implement Customer Wait Time (CWT) as the DoD logistics metric. (Develop definition and measurement process by end FY00; fully implement by end FY06)

4. Fully implement joint Total Asset Visibility (TAV) across DoD (Determine methods, requirements and associated measures by end FY00; implement 100% by end FY06)

5. Reengineer/modernize applicable logistics processes/systems. (Develop modernization plan by end FY00; increase proportion of modernized systems by end FY06)

6. Minimize logistics costs while meeting warfighter requirements. (Same as A&T 2.2: Reduce logistics support cost per weapon system per year, 7% by FY00, 10% by FY01, 20% by FY05)

DLA 21 Strategic Plan Goals

1. Consistently Provide Responsive, Best Value Supplies and Services to our Customers.

1.1. Meet Customer Expectations of Quality, Timeliness, Information, and Performance.

1.2. Team with our Business Partners to Achieve Customer Results.

2. Reduce Costs--Improve Efficiency--Increase Effectiveness.

2.1. Achieve Performance and Cost Commitments.

2.2. Serve as a Catalyst for the Revolution in Business Affairs and Acquisition Reform.

2.3. Implement Commercial Business Based Systems and Practices.

2.4. Achieve Integrity and Security of In-formation and Infrastructure.

3. Ensure our Workforce is Enabled to Deliver and Sustain World Class Performance.

3.1. Invest in the Workforce to Ensure We Have the Knowledge-based Skills and Tools to Succeed.

3.2. Implement a Long Range Strategy to Sustain our Workforce.

3.3 Foster a Positive Work Environment.

Appendix G:  Excerpts from the BSM Program 

This appendix contains excerpts of SM Program documents describing BSM Program Requirements Traceability, Performance Parameters and Traceability, Change Management and Trade-Off Analyses.

Requirements Traceability

This section maps BSM System required capabilities to DoD Logistics objectives, DoD desired end state characteristics, and DLA top-level goals.

This matrix is excerpted from the BSM ORD and the BSM Performance Plan.
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Exhibit G-1:  BSM Support to Higher Goals and Objectives

Performance Parameters

This section contains the BSM Program performance parameters and traceability.

Background BSM Top Level Operational Key Performance Parameters (KPPs)

BSM System requirements have been developed in terms of Key Performance Parameters (KPPs), Functional, and Technical performance parameters.  The Functional or Business performance parameters present the required business functions that the BSM System must perform.  Thresholds and Objectives for the KPPs and Functional Performance Parameters are based on the Defense Management Council/DLA Performance Contract for Fiscal Years 2000-2005.  The contract, which baselines from DLA’s status quo at the end of Fiscal Year-1999, targets objectives based upon DoD Logistics Strategic Plan mandates.  The Technical or System performance parameters present the IT systems’ operating capabilities required of the BSM System.  And finally, the KPPs are a combination of the Technical and Functional performance parameters resulting in overall system performance and generally relate directly to the customer.  For example, an overall performance parameter of responsive customer service would depend on both an effective business process and effective IT system support.

As a member of the Global Combat Support System (GCSS) Family of Systems (FOS), BSM incorporates the GCSS KPPs of Interoperability, Security, and Compliance.  The Metrics, Thresholds, and Objectives for these inherited KPPs are defined in the following section.

Key Performance Parameters (KPPs)

The following represent overall top-level KPPs for the BSM System:

	Key Performance Parameters
	Top-Level Metrics
	Threshold 
	Objective 

	Interoperability
	Implementation of Information Exchange Requirements Matrix Entries
	Implementation of Critical Information Exchange Requirements Matrix Entries – 100%
	Implementation of Information Exchange Requirements Matrix Entries – 100%

	Security
	Provide for sensitive but unclassified and/or unclassified information in accordance with the standards set forth in DoD security policies and protect against unauthorized disclosures of privacy information. (Applicable DoD security polices are listed in Appendix K)  
	100% of  Standard
	100% of  Standard

	Customer Satisfaction
	Order Fulfillment 
	Customer Satisfaction Rating – 90%
	Customer Satisfaction Rating – 100%

	
	Supply Chain Response Time
	Logistics Response Time Reliability Within Customer Required Delivery Date – 96%
	Logistics Response Time Reliability Within Customer Required Delivery Date – 97%

	Cost of Operations
	Supply Chain Management Cost Ratio
	Cost of Operations to Materiel Ratio – 16.6%
	Cost of Operations to Materiel – 15.8%

	Sustainability
	Order Fill Rate
	Aggregate Supply Availability Maintained At Funded Program Levels – 85%
	Aggregate Supply Availability Maintained At Funded Program Levels – 85%

	Compliance
	Any component of the BSM System delivered to a GCSS workstation will be DII COE compliant.  Furthermore, any information provided to other systems by way of transaction or data interchange will be compliant with the governing protocols and procedures that ensure interoperability.
	Level 6
	Level 8


Linking the Key Performance Parameters for BSM to the DLA Performance Contract ensures that:

· A performance baseline has been established,

· A mechanism is in place within DLA to continue to measure performance throughout the BSM Life-cycle,

· The measured performance continues to support the BSM Required Capabilities, and

· All the performance metrics are defined and quantifiable.

The following table demonstrates the mapping of the Performance Contract Metrics and Parameters to the BSM KPPs and Objectives.

	BSM

Key

Performance Parameter
	DLA

FY 2000 – 2005 Performance Metric 
	BSM Required Capabilities

	
	
	Support PMs Weapon Support system goals
	Continuous Business Practice Improvement
	Improve CINC/JTF View of Readiness
	Increase Quality of Data, Including Efficient Access and Communication
	Facilitate Communication Between Organic Sector Capabilities, Private Sector Suppliers and Customers
	Improve Supply Chain Response Time and Reliability
	Deliver and Sustain World-class Performance
	Joint Interoperability with Existing and Future CINC and Service Systems

	Interoperability
	N/A
	
	· 
	· 
	· 
	· 
	
	
	· 

	Security
	N/A
	
	
	
	· 
	
	
	
	

	Customer Satisfaction
	· Logistics Response Time Reliability

· Customer Satisfaction Index 
	· 
	· 
	
	
	
	· 
	· 
	

	Cost of Operations
	· Cost of Operations to Material Cost Ratio

· Customer Price Change
	· 
	· 
	
	
	
	
	· 
	

	Sustainability
	· Weapons Systems Supply Availability
	· 
	
	· 
	
	
	· 
	· 
	

	Compliance
	N/A
	
	· 
	
	
	
	
	
	· 


Exhibit G-2:  Performance Metric Mapping to BSM Required Capabilities

Functional/Business Performance Parameters

The functional performance requirements for supply chain management fall into the categories of demand planning, supply, item cataloging, procurement, order management, and finance.  Appendix F, Functional Requirements for the BSM System, contains the detailed business requirements determined by the BSMSG/IPT as critical for the new BSM System.  The following identifies the KPPs for functional performance:

	Functional/Business Performance Parameters
	Metrics
	Threshold FY04
	Objective FY 04

	Shift to Commercial Practices

· Market-Ready Items

· Non Market-Ready Items
	Percent of Items Transitioned

Assessments Completed

Sales/Obligations
	72%

88%

66%
	88%

93%

70%




Technical/System Performance

The technical performance requirements include general requirements, on-line processing, connect response time, workstation response time, help functionality, on-line historical information, data and meta-data.  Appendix G, Technical Requirements for the BSM System, contains the detailed technical requirements critical for the new BSM System.  The following identifies the KPPs for technical performance: 

	Technical/System Performance Parameters
	Metrics
	Threshold
	Objective

	Computer Network Defense (CND)
	See Appendix K of ORD
	100% of Standard
	100% of Standard

	Usability
	User Feedback
	90% of Standard
	100% of Standard

	
	Customer Connect Time
	15 Sec.
	8 Sec.

	Reliability
	Site Failures per quarter
	6 per quarter
	4 per quarter

	
	Data Integrity
	95% of Standard
	100% of Standard

	
	Automatic Recovery excluding failures that preclude an automatic recovery
	95% of Standard
	100% of Standard

	
	Re-input of on-line Transactions
	95% of Standard
	100% of Standard

	
	Availability of guaranteed backups
	95% of Standard
	100% of Standard

	Availability
	Percentage of the time system, excluding scheduled downtime, is available for use
	95%
	100%

	Maintainability
	Elapsed time for work-around/fix for break in operational performance capability.
	2 hrs.
	2 hrs.

	
	Mean time for restoration of a function to fully operational from an interruption of a mission essential capability.  
	1 hr.
	1 hr.

	Supportability
	Percent of the system personnel trained and able to perform routine system administrative tasks, such as adding new users, changing passwords, updating procurement clauses, adding forms, operational data, customer information, and all set up files on a routine basis. 
	95% of Standard
	100% of Standard


	Percent of database administrators trained and able to recover data, identify/fix corrupted tables, monitor database log files, add/delete fields within tables, adjust database configuration to optimize performance 
	95% of Standard
	100% of Standard
	

	
	Percent of time, contract support personnel are available to assist in any function beyond those performable by on-site Government personnel. 
	95% of Standard
	100% of Standard


Change Management

The BSM Program, as an ACAT IAM program, has a well-defined governance process through which the executive leadership manages change.  The Program Office itself is managed through the following structure:
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Exhibit G-3:  BSM Program Office Structure

DLA formed the BSMSG to lead the modernization of business practices within DLA starting with the materiel management functions after a series of analyses indicated that DLA needed to pursue a modern enterprise business system.  The BSMSG structure includes high-level executive decision makers from every user group that will be impacted by the BSM Program including all DLA organizations and oversight representatives from DFAS, ASD (C3I), and DUSD (L).  It is responsible for providing strategic direction and guidance to the BSM Program, as well as providing oversight.   

As a DoD MAIS acquisition program, the BSM Program receives considerable guidance and oversight from the IT Overarching Integrated Product Team (IT OIPT) as shown below:

Exhibit G-4:  BSM Program IPT Structure

Trade-Off Analyses

This appendix provides a strategy overview of cost and performance trade-off analyses.

Cost and performance trade-off analyses will be conducted as directed by the DoD 5000 series (Part 3.3.4 of DoD 5000.2-R) and will be used to help determine and refine:

· ORD KPP values

· APB cost objective values

· Performance Plan metric values

· Composition of BSM System solution (additions to initial COTS suite)

· Critical to EA, CARD, CCA, and Affordability Assessment

· Execution of BSM System implementation, operations and maintenance support

· Critical to EA, CARD, CCA, and Affordability Assessment

· Support to other BSM Program decision issues as directed

Determining Cost Effective Performance

The trade-off analyses for the KPP, cost objective, and performance metric values shall be conducted using a CAIV process to help ensure maximum cost effectiveness.  In the example figure below, analysis has been conducted to determine the KPP metric values for a variety of different funding levels.  The plot of metric values versus funding levels shows a "knee" in the curve that is the most cost efficient funding level.  This analysis helps refine the Objective and Threshold values determined by the user.  This type of CAIV analysis can also be used to support determination of APB cost objective and Performance metric values.  The metric values and their associated costs determined will likely not be a curve (i.e. a continuous function), but actually a set of discrete values determined for a variety of metric values at different funding levels.  However, a curve can likely be used to generalize the discrete function values.

                           Exhibit G-5: Example KPP Trade-Off Analysis Using CAIV

Determining Cost Effective Affordability

The cost/performance trade-off analysis conducted to support the creation of the BSM System solution and the implementation and support of the BSM System are also CAIV based where affordability is the primary constraint.

It is anticipated that the majority of business practices will map directly to the initial suite of COTS products with the use of BPR.  The trade-off analysis would consider those cases where identified BSM System requirements are not met by the initial suite of COTS products (the "GAP").  The fundamental question to be addressed is what set of GAP activities (IT bolt-on, IT add-ons, BPRs, etc...) can best meet BSM System GAP requirements?  This question can be answered as follows:

1. Identify BSM System GAP requirements

2. Identify potential GAP activities to fulfill GAP requirements

3. Select "best" set of GAP activities to fulfill GAP requirements

4. Prioritize GAP activities for implementation and funding

It is conceivable that the BSM Program will pursue no GAP activities; it may be more cost effective to wait for the next generation of the initial COTS products.   

BSM System GAP requirements and potential GAP activities have been initially identified in the "GAP" analysis and will be further refined once a System Integrator is identified.  

To select the "best" set of GAP activities to fulfill GAP requirements requires the following:

1.
Identify potential feasible GAP activities and map to GAP requirements.

This activity would build on the current GAP analysis as refined by the SI.  One critical aspect of refining the current GAP analysis is the identification of GAP activity costs and GAP requirement performance benefits in terms of dollars.  There should be an initial feasibility screening of the GAP activities to ensure that the performance benefit realized is greater than the cost incurred (the ROI is greater than 1).  Any proposed GAP activity with an ROI less than 1 should not be considered for implementation unless it is required for some type of regulatory or other compliance.  The results would resemble the notional table below:

	Reqs/ Activities
	Req 1
	Req 2
	Req 3
	Req 4
	Req 5
	Req 6
	Req 7
	Req 8
	Req 9
	Req 10
	Req 11
	Req 12

	AddOn A
	(
	
	
	(
	
	
	
	
	(
	
	
	(

	AddOn B
	
	(
	(
	(
	
	
	
	
	
	
	
	

	AddOn C
	(
	
	(
	(
	
	
	
	
	(
	(
	
	

	BoltOn A
	
	
	
	
	(
	(
	(
	(
	
	
	
	

	BoltOn B
	
	
	
	
	(
	(
	(
	
	
	
	
	

	BoltOn C
	
	
	
	
	
	
	(
	(
	
	
	
	

	BPR X
	
	
	
	
	
	
	
	
	
	(
	
	

	BPR Y
	
	
	
	
	
	
	
	
	
	
	(
	

	BPR Z
	
	
	
	
	
	
	
	
	
	
	
	(


Exhibit G-6:  Notional Mapping of GAP Activities and Requirements

2.
Identify feasible solution sets of GAP activities.

As it is very likely that one GAP activity will satisfy more than one GAP requirement (or even possibly vice versa), feasible solution sets must be identified.  In the example above, there are two feasible solution sets to meet the GAP requirements:

Set #1: Add-On A, Add-On B, Bolt-On B, Bolt-On C, BPR X, BPR Y

Set #2: Add-On B, Add-On C, Bolt-On C, BPR Y, BPR Z

3.
Compare GAP activity solution sets and select "best" set.

The following table contains an example summary of solution set comparison and selection:

	
	Meet all GAP reqs?
	( Activity Costs
	( Activity Benefits
	ROI
	Other Considerations
	Action

	Set #1
	yes
	$75M
	$300M
	4
	No significant
	Select

	Set #2
	yes
	$100M
	$300M
	3
	No significant
	Reject


Exhibit G-7:  Example Solution Set Comparison and Selection

The results of this notional example analysis would be a recommendation to pursue GAP activity solution set #1 as it has a higher ROI, lower costs, the same benefits, and no significant other considerations when compared to solution set #2.  Other considerations could include schedule conflicts, significant risk, personnel implications, or other considerations impacting the BSM Program.

The final task would be to prioritize the GAP activities within the GAP solution set for implementation and funding.  The following table is a notional example of GAP activity prioritization:

Given a budget of $250M (note: these are notional figures for demonstration purposes)
	Initial COTS Suite
	Cost

$200M
	( Costs

$200M

	Gap Activity
	Cost ($)
	Performance Benefit ($)
	ROI
	Priority/ Action
	( Costs

	Bolt-On C
	$15M
	$90M
	6
	1 / fund
	$215M

	Add-On A
	$10M
	$55M
	5.5
	2 / fund
	$225M

	BPR X
	$20M
	$95M
	4.75
	3 / fund
	$245M

	Add-On B
	$5M
	$20M
	4
	4 / fund
	$250M

	BPR Y
	$10M
	$30M
	3
	5 / delay
	

	Bolt-On B
	$15M
	$10M
	0.67
	6 / delay
	


Exhibit G-8: Example GAP Activity Prioritization

The results of this analysis would be a recommendation to fund the following projects (in addition to the initial COTS suite) in the next budget period: Bolt-On C, Add-On A, BPR X, and Add-On B; to fund the following projects in a later budget period: BPR Y and Bolt-On B.

This is an iterative process and BSM system requirements may have to be traded (i.e. eliminated or modified) to complete the process within affordability constraints.

The BSM System trade-off analyses will assist in the accomplishment of the following tasks:

· Identifying the most cost effective BSM System solution

· Keeping the BSM Program on budget and on schedule by identifying and analyzing alternatives to meeting "GAP" requirements

· Prioritizing the additional GAP activities needed to complement the initial COTS suite by either best ROI, or largest performance benefit

The cost/performance trade-off analyses for BSM System implementation and support will likely be represented by one of the following scenarios: 

· The analysis may be little more than an economic analysis because there are no significant performance differences between the implementation and support options.  

· The analysis may be a cost/performance analysis as discussed above because there are significant performance differences between the implementation and support options.

Until the initial increment has been implemented and evaluated and the overall BSM System design is more completely developed, it is difficult to determine the exact nature of cost/performance trade-off analyses for the implementation and support of the BSM system solution.

































































































� Page 4, DLA Strategic Plan 2000


� Page 4, DLA Strategic Plan 2000 


� http://www.dlmso.hq.dla.mil/Process_Flows/Default.htm


� Office of Net Assessment, Office of the Secretary of Defense


� http://www.stuartcarter.com/sams/notes/ay97-98/comps97/COMP1-08.html


� http://www.c3i.osd.mil/bpr/bprcd/chap33.htm


� http://www.reinvent.dla.mil/weblabs.htm


� Page 6, GAO Report NSIAD-00-30


� http://www.reinvent.dla.mil/webaward.htm


� page 29,  “Fuel for Today’s Forces, Energy for Tomorrow’s Mission”


� Page 1, DLA Strategic Plan 2000 & Slide 19, DLA 21 Brief


� Page 15, DLA Strategic Plan


� Slide 11, DLA 21 Brief


� Pages 10-11, DLA Strategic Plan


� Definition of "Inherently Governmental Function", OMB Circular A-76 & OFPP 92-1. 


� Secondary inventory includes reparable components, subsystems, and assemblies; consumable repair parts; bulk items and materiel; food; and expendable end items, including clothing and other personal gear.


� Pages 18-21, DLA Strategic Plan
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