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Good Morning!  It is great to be here discussing a very important aspect of our acquisition process with you, which is Life Cycle Management.  I want to thank DAU President, Frank Anderson and his staff for hosting this forum.  DAU is working hard to train our current and future leaders in acquisition. 

Most of you know that I am an engineer.   One story that I enjoy is about a programmer and an engineer of course, it could be an engineer and any other profession; I just want to try to level the playing field with programmers.  Anyway, I would like to share it with you today.  A programmer and an engineer are sitting next to each other on a long flight from Los Angeles to New York. The Programmer leans over to the Engineer and asks if he would like to play a fun game. The Engineer just wants to take a nap, so he politely declines and rolls over to the window to catch a few winks.

The Programmer persists and explains that the game is real easy and a whole lot of fun. He explains, "I ask you a question, and if you don’t know the answer, you pay me $5. Then you ask me a question, and if I don’t know the answer, I pay you $5."

Again the Engineer politely declines and tries to get to sleep.  The Programmer, now somewhat agitated, says "Ok, if you don’t know the answer, you pay me $5, and if I don’t know the answer, I’ll pay you $50!"

This catches the engineer’s attention, and he sees no end to this torment unless he plays, so he agrees to the game. The programmer asks the first question: "What is the distance from the Earth to the moon?"

The engineer doesn’t say a word, but simply reaches into his wallet, pulls out a five-dollar bill, and hands it to the programmer. Now, it’s the engineer’s turn. He asks the programmer, "What goes up a hill with three legs, and comes down on four?"
The programmer looks up at him with a puzzled look. He takes out his laptop computer and searches all of his references. He taps into the Airphone with the modem and searches the net and the library of Congress. Frustrated, he sends e-mail to his coworkers - all to no avail. After about an hour, he wakes the engineer and hands him $50. He politely takes the $50 and turns away to try to get back to sleep.

The programmer, more than a little miffed, shakes the engineer and asks, "Well, so what’s the answer?" Without a word, the engineer reaches into his wallet, hands the programmer $5, and turns away to get back to sleep.
I am sorry if there are any programmers in the audience, but I do enjoy this story.  It’s funny and highly relevant to our discussions.  Just like the programmer willing to spend a lot because he knows all the answers, I have found in this job, and in the Navy, that some times we set a course to blindly spend more on maintaining a system because we didn’t have all the “ility” answers and failed to ask life cycle cost questions up front and invest to determine the answers.  In fact, PA&E did a study in 2007 that found that 60 to 75 percent of life cycle costs were used towards sustainment of our weapon systems.  This is remarkable. 

Now the entire senior leadership of the Pentagon is working hard to curb these costs, and think of life cycle management up front.  I want to give you an overview of our efforts, and what you can expect in the future, as well as my vision for AT&L.  

We are shifting the framework of Life Cycle Management for our weapons systems.  We must change not only our perspective on how we measure outcomes, but also our view on how we acquire capability.  To do this, we have three major goals.  The first is to make life cycle metrics part of everyday policy and culture.  The second is to align our resources to achieve our needed readiness levels.  The third area is to track performance.  Data is critical in helping us make sound decisions on programs and systems in the future.

Indeed, these days we are evaluating life cycle cost in source selection.  I am uncomfortable about our ability to predict life cycle costs.  I have watched many programs be sold on the promise of greater reliability and lower maintenance costs.  I have now been around long enough to see most of those promises not be realized.  We need data, better models grounded with data, if we are going to fairly award contracts with life cycle cost as a consideration.


In the coming months, we need to consider life cycle management as part of every discussion for our Major Defense Acquisition Programs and legacy programs.  I believe we should establish metrics for materiel availability, materiel reliability, ownership costs, and mean down time and measure performance.  I want to track through the life cycle of a program their performance, so we can constantly improve our system to be more efficient and effective.  We will continue to fund readiness pilot projects to gain a better understanding of our resources and where they are needed to reach our readiness goals.  The funds dedicated to designing for life cycle costs cannot be the trade space in our programs.  Indeed, some of the performance we are delivering is disappointing – I won’t name programs.  You expect more of the products you buy in your personal life, and we should expect more of the products we deliver to the warfighter for protecting the Nation’s security.  

Life cycle management is one piece, a very critical piece, of our acquisition system.  I have shared with you my thoughts for life cycle management, but let me now share with you how they fit in the bigger picture.  My vision for AT&L does not rely on a short term or near-sighted approach to improve the acquisition system; instead it requires a shift in our ideas, values and processes.  We are moving to a culture of excellence.  I established these goals with the hope that they will continue long after I am gone.  I believe they are essential to the future success of the Defense Department and our acquisition team and neighborhood.

It all begins with one core principle.  We need to shape our organization so that it can efficiently provide the capabilities to defeat any adversary at anytime, anywhere in the world.   

I created a source document to provide guidance and direction for the acquisition community.  Within this document, I have identified guiding principles, and proactive approaches to implement specific goals and initiatives.  I will not go through every one of them with you today, but I want to give you an overarching view of what they will enable us to achieve.  

The first principle steers how we interact with our partners and customers outside the acquisition teams from the warfighter to the requirements community to the budget community.  We are one team, and we must interact like one.  I have established Joint Analysis Teams to work portfolio areas and build investment roadmaps, directed the organization to control requirement creep, asked that we restrain changes driven by technical authority, and required full funding for programs.  Back to my story, we cannot let the programming and budgeting community drive us to start unexecutable, under-resourced programs because of budget pressures.  All of these initiatives should shape and guide our system to deliver high performing and yet affordable systems to support our joint warfighter. 

The second principle directs how we work within the acquisition family and neighborhood - by this I mean contractors, the industrial base, and academia.  I continue to emphasize the importance of quality contracts and the careful use of incentives,  and open communication with industry – tools which force the program manager to carefully construct a development program AND hold industry accountable for delivering results.  Competitive prototyping can improve our knowledge and inform requirements – avoiding the current pitfalls of making Milestone B decisions based on our ability to evaluate industry proposals.  I have started defense support teams and configuration steering boards, and we are going to implement post Milestone B reviews.   All of these tools are designed to improve the cost and schedule performance of our programs.  Importantly, these tools can help us deliver results and restore the credibility and confidence our acquisition team deserves. 

The last principle guides how we work within the neighborhood.  This one is important; it is all about our people.  We need to ensure we have the proper workforce training.  We need to improve our hiring practices, so individuals want to work for us.  Of course, we must constantly improve our ethics for the greater good of our acquisition system.  We need to provide training and grow people’s capability through actual product experiences.  

I will use competitive prototyping again as an important tool.  Look at the DARPA Grand Challenge for unmanned vehicles.  Prototyping generates creativity and technology.  Prototyping inspires young people to work on defense programs.  Prototyping develops the engineering and management skills of our work force.  Finally, prototyping inspires young people to pursue careers in math and science.

These principles when applied at the same time will give us a well rounded acquisition community that can meet the demands of our joint warfighter.  

Thank you for your time.   Thank you for the great work that you do!  I am more than happy to take your questions.  
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