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Abstract

Welcome to the latest issue of the CPPE Forum on Government Transformation! As always, |
think the Center for Public-Private Enterprise has used its eclectic network and holistic focus to
bring together a publication unique in many positive ways. It is willing to cover the waterfront
to highlight selected transformation and modernization issues that challenge the federal govern-
ment. This should be clear in this abstract. For example, the first article, Federal Housing and
Real Estate Privatization Take Root, provides an exclusive look at the complex and slowly
evolving transformation of the way the federal government is approaching its fixed assets. A lot
of progress has been made over the past few years. A few of the most recent ones are high-
lighted here. Then, in Daunting Public-Private Enterprise Challenges and the Role of
“Architecture,” the crucial importance of a strategic approach to identifying and addressing
business transformation issues is underscored while showing the relationship between some of
the “architectural” business challenges in the largest sense and the area of “enterprise architec-
ture,” which is undoubtedly gaining momentum in the 21st century federal government environ-
ment, although there is a long road to go. These twin perspectives of architecture - and a whole
lot more - are included in a sweeping and exclusive look at the Transformation of the Depart-
ment of Defense, especially in light of the Global War on Terror. Even as this publication goes
to press, Secretary of Defense Donald Rumsfeld has been featured on March 19, 2004 in a spe-
cial, lengthy television interview addressing the war, and a recent book called Rumsfeld’s War
provides many additional insights.

CPPE is on a perennial quest for information and knowledge in the many areas related to gov-
ernment transformation. Two of the most exciting, vibrant and complementary venues for such
enlightenment are those of conferences and the Internet. Conferences and Communities will
feature this topic and make recommendations related to staying on top of government transfor-
mation. Then an outstanding extract from a Department of Energy led effort, the Washington
Research Network Evaluation, Strong Momentum for Accountability of Public Programs, is
provided, the part that may be the most valuable — the perceived shortcomings of one current
approach by the Office of Management and Budget to evaluate government agencies’ perform-
ance. Then, an update of a July 03 CPPE matrix of Major Changes to OMB Circular A-76
(Performance of Commercial Activities) Since 5/29/03 is offered for your reference, followed
by an article shared by the Product Development and Management Association (PDMA), De-
mystifying ""Program Management''- Linking Business Strategy to Product Development,
is provided for a wider audience and followed by a description of PDMA’s new certification
program — an excellent benchmark for government knowledge and program managers. Along
these lines, the newsletter concludes with another exclusive CPPE article, Competency Man-
agement: The Future of Knowledge Management, an article with some “bite.” Hopefully,
you will find that it stimulates your own holistic thinking about improving enterprise perform-
ance.

If you would like to reprint any material in this publication, please contact CPPE first.
If you would like to have an article published in the CPPE Forum, please forward it for review.

Welcome to the L atest Edition!
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Federal Housing and Real Estate
Privatization Take Root

by Daniel P. Cosgrove, Defense Facilities Corporation

The season of privatization has descended on the federal govern-
ment. Military family housing is being built and operated by private

sector developers, while outdated military buildings are being reha-
bilitated with private funds. The Department of Veterans Affairs
(VA) has awarded more than twenty privatization contracts, while
the National Aeronautical and Space Administration (NASA) has
been granted authority to experiment with non-excess property
ground leasing at two locations. The General Service Administra-
tion (GSA), the federal government’s property manager, is seeking
“enhanced use leasing” authority from the Congress to speed the
commercialization of unneeded government real property. The fu-
ture of privatization is looking up.

Since 1996, the Department of Defense and the military services
have used Congressionally-authorized programs to contract with
private developers for military family housing. Between February
1996 and January 2004, contracts were awarded for more than

(Continued on page 6)
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Daunting Public-Private
Enterprise Challenges and
the Role of “Architecture”

by Steven Else, Executive Editor

Since the tragic events of September 11,
2001, the vague concepts of “public-private
enterprise” and “enterprise architecture”
have become clearer as imperatives for col-
laborative, secure, lean, agile and capable
government, whether federal, state or local.
In other words, “public-private enterprise”
and “enterprise architecture” are morphing
together to allow more holistic thinking, al-
ternatives and solutions to better address the
complex, urgent challenges of government
transformation today and for sustained ro-
bustness in the decades to come.

Prior to September 11th, to take one federal
government example, Secretary of Defense
Donald Rumsfeld had launched a transfor-
mation initiative for his department (see re-
lated article beginning on page 4) that had
intentions in the direction of business trans-
formation but which was primarily focused
on a fundamental re-thinking of force struc-
ture based on an information-based global
society and warfighting model.

Net-centricity, an architectural paradigm of
connectivity across the Department of De-
fense (and beyond), became central to the
vision, even more so in the operational envi-
ronment of the War on Terror. Net-
centricity, however, mostly represents a kind
of Utopian view of how great it would be if
we thought holistically in the way govern-
ment designed organizations, enterprise ar-
chitectures, made major acquisitions, devel-

oped business and operational processes, etc.
(Continued on page 14)
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Transformation of the Department of Defense

By Steven Else

The US’s war on terrorism provides many
insights into the fluid nature of Secretary of
Defense Donald Rumsfeld’s Department of
Defense (DoD) transformation initiative. At the
same time, it serves to show the rigidity of his
approach. How can this be so? The simple
answer is that, in many respects (if only in the
different perspectives of major stakeholders),
DoD transformation is both too vague/fluid and
too rigid/idiosyncratic. This article will illustrate
these points and thereby underscore the diffi-
culty of scoring the ultimate progress and
success of his transformation initiative.

Prior to the tragic events of 9/11, Secretary
Rumsfeld had outlined his transformation pro-
gram. It consisted of six very general (and some
could argue “overlapping,” since they all rely
implicitly on the effective use of technology,
organizations and information) components:

1. Protect the U.S. homeland and our bases
overseas.

2. Project and sustain U.S. military power.
3. Deny enemies sanctuary.
4. Protect information networks from attack.

5. Use American information superiority to
seamlessly weld the U.S. armed forces
together as a joint force.

6. Maintain unhindered access to space and
to protect U.S. space assets.

After 9/11, Rumsfeld stood by these six focus
areas in his 2003 annual report:

“The United States must transform its armed

forces in order to win the present war against
terrorism and, at the same time, prepare for fu-
ture wars notably different from those of the
past century.”

In the same report, he goes on to say that
"Current and future enemies will seek to strike
the United States and U.S. forces in novel and
surprising ways," and that "Now is precisely the
time to make changes ...The attacks on Septem-
ber 11 lent urgency to this endeavor."”

How could anyone argue with such a list of
fairly reasonable, high-level goals and the ne-
cessity for new thinking in light of the height-
ened threat of future, potentially devastating ter-
ror attacks against the U.S.? Then again, how do
the goals translate into a methodology for pri-
oritization and measurement of relative success?
How do they relate to program decisions, acqui-
sition reform and fundamentally “new thinking”
in the DoD? How do they help explain what has
been happening in the current war on terrorism?

Upon more careful analysis of the six compo-
nents of his transformation program noted
above, however, one notes a lack of new com-
petencies, such as those related to foreign na-
tion-building after attacks against targets related
in some way to the war on terrorism (such as the
effort in Iraq). This is surprising given that
Rumsfeld himself noted that, concerning Iraq,
“the postwar focus is on building a new Iraqi
government and rejuvenating the nation's oil-
based economy. U.S. diplomatic efforts con-
tinue amid a volatile climate in Iraq and
neighboring countries. President Bush is seek-
ing additional help from allies to restore order,
with mixed results.”

In highlighting one major element of the new

(Continued on page 5)
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tive and legislative branches of government on

DoD Transformation planned actions, time frames, and desired re-
(Continued from page 4) sults. Legislatively establishing a chief manage-
strategy laid out in the 2001 QDR, Deputy Sec- ment officer may be one option to help achieve
retary of Defense Paul Wolfowitz stated: these goals.”

“[W]e decided to move away from the two Ma-  The report goes on to list other steps that the
jor Theater War (MTW) force sizing construct, DoD should consider in managing its transfor-
which called for maintaining forces capable of mation initiative:

marching on and occupying the capitals of two
adversaries and changing their regimes-at the
same time. The new approach instead places
greater emphasis on deterrence in four critical e Hi + and retain milit d civil-
theaters, backed by the ability to swiftly defeat H1re, support, and retain mifitary and civi
two aggressors at the same time, while preserv- lan personnel. ) ) o
ing the option for one major offensive to occupy ~ ® Overcome support infrastructure inefficien-

Strengthen strategic planning and budget-
ing.

an aggressor's capital and replace the regime. CIEs.
By removing the requirement to maintainasec- ~ ®  Confront and transform pervasive, decades-
ond occupation force, we can free up resources old financial management problems.
for various lesser contingencies that might face e  Effectively manage information technology
us and also be able to invest for the future.” investments.

e Improve DOD’s weapons acquisition proc-
A recent 2003 report from the Government Ac- ess.
counting Office (GAOQ) puts the transformation e Improve processes and controls to reduce
of the Department of Defense (DOD) at high contract risk.

risk. It states: “The DoD is transforming its
business operations, and its current leadership

Improve quality of logistics support.

places high priority and great attention on trans- GAOQ’s observations and recommendations are
formation. However, significant management important and very telling regarding perceived
problems continue to impact the economy, ef- shortcomings of a highly visible DoD transfor-
fectiveness, and efficiency of DOD’s business mation effort to date.
processes. This places mission capabilities at
risk by unnecessarily spending funds that could But even two years ago, one analyst laid out a
be directed to higher priorities such as moderni- fairly compelling critique of shortcomings in
zation and readiness.” Rumsfeld’s transformation initiative, as repre-
sented by the Quadrennial Defense Report
Overall, it concludes: (QDRY), not the least of which was setting ex-
pectations too high. This (partisan) observer
“DOD needs a strategic approach to transition noted that “the report failed to map out a con-
its business processes that includes the inte- crete plan for transforming America's Cold War
grated nature of the department’s management military into a more agile and integrated force
challenges and related solutions; importance of better suited to meet new threats - such as the
continuity in leadership to achieve process im- one made terribly real on Sept. 11.”

provements; and agreement between the execu-
(Continued on page 8)
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Federal Privatization

(Continued from page 3)

55,000 family units. In addition, the Navy, Air Force
and Marine Corps have determined that contracts
previously awarded for specific projects can be ex-
panded on a sole-source basis.

At Elmendorf AFB, Alaska, the Air Force issued
a notice that it intends to increase a competitive
award for privatized family housing from 828 units
to 2,022 by sole sourcing an additional 1,194 units.
At Wright-Patterson Air Force Base in Ohio, the Air
Force is adding 496 units to a prior award of 1,536
units.

The Marine Corps is seeking to increase an award
of 4,629 units, split between Marine Corps Base
Quantico, Virginia and Camp Pendleton, California,
by adding an unidentified number of family units at
Camp Pendleton, as well as Marine bases in; Yuma,
Arizona, Kansas City Missouri, Twenty- nine Palms,
California and Barstow, California. The Navy has
been the using a sole-source contracting option to
increase an award of 3,248 units in San Diego to as
much as 12,500 units.

The combination of competitive solicitations and
sole sourcing was expected to meet the DOD goal of
contracting for replacement of all military family
housing by the end of 2007, but recent estimates
have extended the replacement schedule by several
years. It is clear that privatization is an efficient way
to give the troops new family housing decades
sooner than other methods of procurement.

In its effort to privatize military family housing,
DOD and the military services have employed nu-
merous consultants and advisors to prepare the re-
quests for proposals, analyze bids and operate port-

folios of housing investments. The total reported ex-
pense for these private sector advisors is approaching
$80,000,000.

The military is also using 10 US Code Sec. 2667,
also known as “enhanced use leasing” (EUL) to re-
develop underutilized or obsolete government real
property. Several noteworthy projects have been
started with this valuable authority. At Fort Carson,
Colorado, the Army leased land to a private devel-
oper of car washes to plan, finance, build and operate
a car wash on-base. The relationship benefits the
Army and soldiers by offering reduced cost car
washes to military families. The environment bene-
fits through water recycling. The plan also generates
lease payments from the developer to the base.

The Army recently awarded a contract to a pri-
vate developer to lease four buildings at Walter Reed
Army Medical Center(WRAMC) to renovate or
replace more than 250,000 square feet of obsolete
buildings, some of which is historic. The developer
will take the shell of Building 40 at WRAMC to cre-
ate a modern office structure from an empty and
abandoned former headquarters of the Walter Reed
Institute for Research. The building once held an ani-
mal research laboratory, office space, an auditorium
and even a small nuclear reactor. Unfortunately, it
has been empty for years and has deteriorated
through neglect and lack of Army funds to maintain
or redevelop it. The EUL project will pour more than
$65,000,000 of private funds into the four WRAMC
structures. The Army will receive cash or in-kind
lease payments equal to the fair market value of the
property leased. Basically, the Army turned a liabil-
ity into an asset, without a dime of Army money be-
ing invested.

(Continued on page 7)
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Federal Privatization
(Continued from page 6) The Department of Veterans Affairs (VA) created

The Army is taking its EUL success “on the road” the EUL option for federal agencies more than a dec-
with several new projects. The WRAMC team has ade ago. Since then, VA has used its authority to cre-
issued a notice that it intends to use the EUL author- ate co-generation facilities, veterans benefit offices
ity to lease-out eight acres on base for new office and and homeless veterans housing. Recently, an EUL
research space. The new project will provide support contract was awarded for the 92 acre former veterans
for the Armed Forces Institute of Pathology, as well hospital at Ft. Howard in Baltimore County, Mary-
as other government and commercial users. Fort land. The EUL winner will restore long-neglected
Bliss, Texas has issued a notice that it intends to use historic homes, rebuild a 10,000 square feet medical
EUL to convert the former William Beaumont Gen- clinic, and build private facilities and assisted living
eral Hospital and thirty eight historic buildings, on veterans housing. In late 2003, VA conducted an
ninety-two acres, into a private commercial complex. EUL procurement for its Lakeside Hospital Complex
The site is located at the edge of the Ft. Bliss canton- in downtown Chicago. While estimates of the value
ment area and will be outside the base once security for the three and a half acre site varied widely, some
fencing is relocated. Fort Monmouth, New Jersey experts predicted that VA would garner more than
has also issued a notice that it wishes to proceed with $90 million for the seventy-five year lease. Cur-

a six and a half acre EUL, with three historic, but rently, VA is conducting a comprehensive national
obsolete, pre-World War Il concrete barracks build- review of its facility needs for the next decade, when
ings totaling more that 100,000SF. The base is look- finished the review is likely to lead to major restruc-
ing for a developer to renovate the buildings and pro- turing of medical and healthcare/administrative fa-
vide in-kind services as rental consideration. cilities, and additional EULSs.

The most innovative EUL project to date was an- Not all EULs have been successful: In 2003, the
nounced on January 30, 2004, when Picatinny Arse- Army issued a request for proposals (RFP) for seven
nal issued solicitation number: W15QKN-04-0706, historic duplex houses at Fort Monroe, Virginia. The
with responses due on February 9, 2004. The solici- industry forum for the project was well attended, but
tation seeks a non-profit “Partnership Intermediary” no proposals were received. Developers who at-
to enter into an agreement to facilitate technology tended the forum expressed disappointment with the
transfer from base assets. In addition to access to the restrictions imposed on the project, such as limited
Arsenal’s technology, the selected partner will re- on-site parking. The one-hundred-year-old frame
ceive a sole source EUL for base land, which will be buildings had little commercial value and could not
commercialized to support the goals of the partner- be used for residential purposes. While the Ft. Mon-
ship. This unique program provides the flexibility roe EUL did not work for the Army, the lessons
needed for the government to endow a non-profit learned will be invaluable as the program expands.
with government property without the cumbersome
contracting restrictions that have slowed other tech- At the Federal level privatization is thriving, the
nology transfer efforts. If successful, this approach future looks bright and long-neglected assets are
could usher in a new wave of EULSs. being reused for the benefit of the taxpayer.

CENTER FOR PUBLIC-PRIVATE ENTERPRISE

Spring 2004 7




CENTER FOR PUBLIC-PRIVATE ENTERPRISE (CPPE) FORUM ON

GOVERNMENT TRANSFORMATION

DoD Transformation
(Continued from page 5) “Above all, what the QDR lacks is a convincing

road map for reshaping U.S. defenses to meet
unconventional, ‘asymmetric’ threats such as
terrorism and the spread of weapons of mass
destruction - the very war we are fighting today.
It offers no specifics on how the military will be
revamped, how much it will cost, or what pro-
grams should be canceled or cut to pay for the

In another critical observation, the same analyst
observed that the new QDR embraced “the
rhetoric of military transformation, but on this
point - as on questions of means generally - it is
maddeningly vague.” The vagueness associated
with Rumsfeld’s transformation initiative, as
well as the issue of the means to pursue it, are

L . . X changes.”
strikingly important observations that few dis- g
agree with, even two years into his notion of The critic when on to note that the QDR “fails
transformation. to acknowledge the tough tradeoffs between

transformation - which entails investing in the
new technologies of information dominance as
well as big organizational changes to ensure that
military services operate jointly - and simply
modernizing the current force structure ... The
2001 QDR mostly punts the big questions about
military transformation. More than just a broken
campaign promise, it represents a missed oppor-
tunity to reshape our military to wage a new
kind of war against new threats and enemies.”

Noting additional shortcomings in the articula-
tion of Rumsfeld’s transformation program, the
same observer noted that “[t]here is nothing in
the QDR that envisions a significant increase in
the new war-fighting technologies everyone
agrees are critical: those that promise dramatic
increases in the ability to see and understand
what is occurring on a battlefield; that commu-
nicate that knowledge quickly and surely to
U.S. forces; and that are equipped to bring force

to bear fa_lster, with much greater precision, over In discussing the QDR, Deputy of Defense Paul
greater distances.” Wolfowitz also underscored how the new strat-
egy it outlined allows the US “to confront a
world marked by surprise and substantial uncer-
tainty, we agreed that we needed to shift our
planning from the ‘threat-based’ model that has
guided our thinking in the past to a ‘capabilities-
based’ model for the future. We don't know who
may threaten us or when or where. But, we do
have some sense of what they may threaten us

On this particular point, one could counter-
argue that Rumfeld’s strong emphasis on infor-
mation and communication technologies, and
Net-Centric Warfare, in particular, is pivotal to
address these very issues.

Concerning the critique that there is nothing
“that pushes the changes in military organiza- :
tion, training, and doctrine to create forces that with and how. And we also have a sense of
can better use those technologies,” one has less what capabilities can provide us important new

evidence to counter the point. In fact, shortcom-  @dvantages. ... [T]his capabilities-based ap-
ings seem to be particularly pronounced in these ~ Proach places great emphasis on defining where

pivotal components of any major change initia- we want to go with the transformation of our
tive. forces.

The movement from a “threats-based” strategy
(at a programmatic level) to a “capabilities-

based” one poses a number of daunting chal-
(Continued on page 9)

As much as one would like to say that there has
been considerable progress in articulating ex-
actly how transformation will manifest itself in
new programs, the following critique of the
2001 QDR is still persuasive:

\ CENTER FOR PUBLIC-PRIVATE ENTERPRISE
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DoD Transformation

(Continued from page 8)

lenges. First of all, regarding the baseline strat-
egy called “threats-based” for 2 Major Region
Conflicts (MRCs): has that really been a purely
“threat-based” one for the past decade? If so,
where were the possible 2 possible MRCs at the
heart of investment alignment? Assuming the
armed services built their investment programs
primarily on MRC-related foundations and con-
sideration, how were the forces used for various
none-MRC conflicts and operations customized,
if at all, during that time frame?

So, what will it take for the new “capabilities-
based” investment strategy to make a differ-
ence, especially in the War against Terror? Does
just mandating that the DoD will focus on deliv-
ering capabilities versus responding to pre-
identified, assumed threats mean that the DoD
will, in and of itself, be able to make smarter
investments and deliver more capability? If one
assumes uncertain threats in a financially con-
strained environment, will that lead to a better
strategy and a more effective DoD? Will the ur-
gency of the war against terror end up dictating
near-term investments at the expense of medium
to longer term ones?

Such questions are posed to illustrate that this
new framing assumption for the new investment
strategy of the Department of Defense does not,
in and of itself, provide a clear direction for a
number of difficult decisions its bureaucracy
must make on at least a yearly basis for its an-
nual budget.

Along the same lines, just because enhanced
jointness is desired by the new capabilities-
based approach does not mean, at the end of the
day, that the decision-making and the resulting
investments will be better than today. Certain
Joint Staff officers assigned key roles in the
rolling out of the new acquisition processes for
major programs have actually declared that they

have their own doubts.

About three years ago, one four-star general at the
head of a unified combat command, cautioned
that those officials involved in managing the re-
quirements-based acquisition strategy needed to
take account of the minimal time that the Joint
Staff and Joint Combat Commands actually had
to devote to thinking about crisp, actionable
requirements — they were too busy confronting
“real-world” demands. The requirements they
generated were, therefore, often of a rather
generic nature. What has happened in the past
three years to lead one to believe that the Joint
Staff and Combat Commanders will be able to
spend even more time sorting through
“capabilities” or “effects” sought across their
commands?

The reason this last observation is so important is
that the Services have much larger staffs devoted
to acquisition issues than does the Joint Staff. As
much as one would like to emphasize a new ap-
proach to program decision making, there have
not been any significant changes made in the
staffing of the acquisition communities or the cul-
ture of the Service leadership to lead one to ex-
pect any significant changes in how or what pro-
grams are pursued.

Overall Assessment of Secretary Rumsfeld’s
Transformation Challenge

Any explicit effort to transform fundamentally an
organization of the size, history, culture and cen-
tral importance to the U.S. as the Department of
Defense within a few years is a daunting task and
one fraught with issues of expectations and credi-
bility. Even a top-down driven program led by the
Secretary of Defense himself will be hard to actu-
alize. Even assuming his initiative were accompa-
nied by a clearly articulated and effectively com-
municated vision and strategic plan, the challenge
(Continued on page 10)
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DoD Transformation tum and then building an enduring foundation
(Continued from page 9) for the kinds of mindset and organizational

would still be overwhelming. The fact that the changes that would be required en route for the
vision has not been clear, that no comprehensive near and longer term.

strategic plan exists, and that the rather vague
vision of transformation has not been effectively
or consistently communicated further compli-
cates the task.

One thing he has been surprised by is how diffi-
cult it has been to get Congressional support for
his transformation initiatives, whether in trans-
forming the civilian personnel system or chan-
ing mindsets about what kinds of weapons plat-

Nonetheless, many aspects of Donald Rums- .
forms should be acquired.

feld’s transformation efforts, although the initia-
tive is easily characterized as being overall
vague and philosophical, are being operational-
ized in fundamentally revolutionary ways by the
services. The revolution is linked to the conver-
gence of essentially new paradigms in terms of
the nature of the international security environ-
ment and to new, institutionalized forms of in-
ter-agency and cross-service cooperation and
collaboration. The imperative of new mindsets
to lead the effort at different levels in the De-
partment of Defense, as well as to manage and
implement the evolving infrastructure and con-
cepts, has been made clear by many sources be-
sides Rumsfeld himself, but has been more dif-

What he was less certain about was what trans-

formation would ultimately look like, when one
would be able to say that DoD had in fact been

transformed, or even how much progress it was
making along the way.

What he was understandably less than fully pre-
pared for was the overriding centrality of a war
on terrorism that would, in some respects, pro-
vide momentum for his transformation initia-
tive, while, in other respects, partially under-
mine his credibility as a visionary who knew
what was best for the DoD and overall national

ficult to formulate in a consistent way across the ~ SECUrty.
services. For example, the “Pentagon has begun to look
seriously at creating military forces that would
To declare that one is going to “transform” the be dedicated to peacekeeping and reconstruc-
Department of Defense, even prior to becoming tion after future conflicts ... The idea is to forge
Secretary of Defense, would indicate that one deployable brigades or whole divisions out of
was certain of the need for dramatic change. units of engineers, military police, civil affairs
Donald Rumsfeld was that certain. He was also officers and other specialists critical to postwar
certain that fundamental new ways of thinking operations. The move marks a reversal for the
would be ultimately required in such a changing Bush administration, which came into office
organization, if it were to make major strides strongly resistant to peacekeeping missions and
toward “transformation” and ultimately develop intent on trying to get Europeans and other al-
the momentum required to sustain the new lies to shoulder more of that burden.”
thinking and programs that would develop from
it. There has been a lot in the news regarding the
unexpectedly high burden placed on the Na-
There was probably also no doubt in tional Guard and Reserve troops, which cur-
Rumsfeld’s mind that he needed to work rently “make up about 20 percent of the current

through institutional and legislative channels to force of 130,000. According to AP, after the
have any chance at establishing initial momen- (Continued on page 12)

CENTER FOR PUBLIC-PRIVATE ENTERPRISE

10 Spring 2004




CENTER FOR PUBLIC-PRIVATE ENTERPRISE (CPPE) FORUM ON

GOVERNMENT TRANSFORMATION

Conferences and Communities

Networks, Information, Knowledge & Inspiration

The Center for Public-Private Enterprise, estab-
lished in 1998, has since then always envisioned,
as its central approach and mission to leverage
networking, information/knowledge sharing and
inspiration for holistic and successful government
transformation. Workshops, seminars and confer-
ences have been the primary venue for the net-
working and research, but these have been com-
plemented by Internet communities and resources.

Going beyond merely attending “conferences,”
CPPE has sought to engage as often as possible
with companies and associations in one way or
another involved with them. For example, princi-
pals in CPPE are deeply engaged with the Gartner
Group’s conference and research activities, as
Gartner is an outstanding leader in both. CPPE
recommends that serious IT leaders participate in
at least one Gartner ITxpo a year — this events
are a smorgasbord for the voracious in terms of
knowledge and cruise-like foodfests. Their largest
US ITxpo lasts for a full week in October and
takes place in Orlando.

Similarly, CPPE tracks what DCI, often partnered
with the Meta Group, are producing in the way of
enterprise architecture and project management
events because DCI has been a leader in events of
this sort for many, many years. Linked to the pro-
ject management theme, of course, is the Project
Management Institute, an organization with
which CPPE has become increasingly involved
over the past year, including participating at its
last event in Baltimore in 2003. This was a highly
informative event with leading practitioners in
industry and project management gathered in one
multi-track event.

Also on a national canvas, PDMA (the Product
Development and Management Association),
does a large annual conference (produced by an

outstanding events and management firm,
Global Executive, the PDMA team being led by
Ms. Leonora Valvo) and many smaller, regional
ones (with IIR—a conference production com-
pany that also produces the annual Braintrust
Conference on Knowledge Management).
PDMA'’s annual membership conference is im-
pressive because of its clear focus on supporting
the quality and agility of decision making for
innovation, with knowledge management and
project management being integral components.

On the government front, the E-Gov Institute’s
annual Government Solutions conference is a
major conference with a lot to offer for every-
one. The Gartner Group has also increased its
activity in the government space and will have
its first annual government conference in Wash-
ington, DC in May 2004. Finally, AFEI (the As-
sociation for Enterprise Integration) is an or-
ganization whose time has come, as enterprise
architecture for government is beginning to hit
its stride. Even though a relatively small organi-
zation, their events are impressive, with one
CPPE is looking forward to participating in
April 7-8, 2004 on Net-Centricity in the
Washington DC area .

In terms of virtual communities, CPPE is a
strong advocate of kwork.org (The Association
of Knowledgework — AOK), both for the great
resources on their Web site and the AOK dis-
cussion group which has many of the world’s
leading knowledge management thinkers en-
gaged in wide-ranging and usually enlightening,
cutting edge conversations about all aspects of
knowledge. Through AOK, CPPE has been able
to maintain relationships with thought leaders
met at conferences and meet new, truly superior
thinkers, communicators and friends.

(See page 31 for more on these and other events)
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(Continued from page 10)

rotation ends in April [2004], nearly 40 percent
of the 105,000 troops in the new force will be
National Guard and Reserve forces.”

Comprehensive expectations regarding indus-
try’s role in DoD’s transformation have not
been laid out, although the Defense Policy
Board that Rumsfeld formed as part of his trans-
formation effort, illustrates that he is looking
toward industry for a lot of advice. In addition,
“[ilndustry also will have a hand in developing
[new] simulations and trainers that address joint
needs and meet other current and future require-
ments. For instance, the military wants future
training systems to be smaller and more easily
deployable for all troops, including the reserve
component.”

According to Andrew Hoehn, deputy assistant
defense secretary for strategy:

“Transformation is more than just new capabili-
ties. Inherent in transformation is a physical
change of the global military posture ... The
military has been involved in military transfor-
mation for a number of years, but defense per-
sonnel are still grappling with the implications
of this ‘megatopic.’”

Hoehn also said that “transformation is charac-
terized by operations conducted with knowl-
edge, speed, precision, lethality and surprise ...
[A]s we look at how the world is changing, how
our relationships are changing, how we come to
understand those challenges, we also come to
understand how that transformation is still quite
incomplete ... To reap the real benefits of trans-
formation ...we also need to reassess the types,
locations, numbers and capabilities of our mili-
tary forces worldwide."

In emphasizing that today's posture is a legacy
of the Cold War in terms of where troops are

positioned, Hoehn was also quoted as saying
that the global military posture "is not yet a full
reflection of the challenges that we confront in
today's world."

In addition, to be “better prepared to fight to-
gether against an unpredictable enemy,” the
U.S. military has “launched a sweeping trans-
formation of training across the services.”

The new training effort “is being guided by a
plan the Pentagon released in June [2003]. Since
then, the services and U.S. Joint Forces Com-
mand have developed a dynamic training sys-
tem that blurs the lines between the services and
addresses current threats.”

Rumsfeld believed that a top-down revolution
was needed to succeed in transformation, and he
took important steps in terms of articulating a
road map for transformation early on in his ten-
ure. But, as noted earlier, three years into his
second term as SecDef, some confusion still re-
mains in important quarters.

Some of the developments to approaching gaps
in the articulation of transformation thinking/
strategy have just been noted above. But even
with such clarifications and expansions, confu-
sion remains in many high-level offices in the
Pentagon, the National Defense University
(NDU), and the Naval War College, among
other unexpected places, regarding the transfor-
mation journey, including surrounding such is-
sues as goals, roles, processes, milestones, etc.,
to enable it.

Also in late 2003, senior officials and faculty at
the National Defense University were con-
cerned about whether they should establish a
Department of Transformation, or at least a core
course in this area, but were unsure what ex-
actly “transformation” meant. NDU did, none-
theless, begin an executive level program in
2003 with courses related to the new strategic
(Continued on page 13)
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(Continued from page 12)

environment and transformation in a business
and historical sense. In addition, cooperation
between DoD’s Office of Force Transformation
and the faculties of senior service schools began
to get some traction in early 2004 in terms of
exploring possible curricula related to DoD
transformation.

Overall, Rumsfeld’s published idea of transfor-
mation was of a general nature, for the most
part, and the penetration of his concept has been
relatively modest to date. His steps toward the
institutionalization of transformation (e.g.,
setting up his transformation office and estab-
lishing net-centricity as a key target environ-
ment) have received considerable attention, but
confusion persists in the minds of many in the
joint staff, services and government regarding
how to best meet pressing war demands and
transformation at the same time.

Along the same lines, Rumfeld’s legislative
efforts, such as reflected in the formulation of
new authority to establish a more flexible civil-
ian personnel system, are important, but their
importance in terms of new thinking in the near
term in the Department is unclear. For example,
even it the bill to overhaul the civilian personnel
system were passed, its chances of success may
be hurt since the process used to define the bill
were not inclusive and DoD’s execution abili-
ties in such major business transformations are
suspect at best.

To be sure, Rumsfeld’s emphasis on a joint, ca-
pabilities-based and spiral approach to the ac-
quisition of new weapon systems has led to new
programs beginning to be planned on these prin-
ciples, but senior officials are still unclear re-
garding how these programs should be done and

how to transition from the old system, given that
many programs are grandfathered under the re-
quirements-based, service-generated, “big bang”
type approach.

DoD’s recent success at basically exempting
information technology (IT) systems from the
competitive sourcing process (competitions be-
tween the public workforce and the private sec-
tor) is a major one, it still does not shine much
light on the best way to transform IT, especially
with a joint, enterprise-wide perspective. In these
areas, though, the increasingly insistent federal
emphasis on enterprise architecture models is
raising the bar of thinking concerning the whole
area of enterprise architecture and the various
components critical to all federal ones.

All in all, it has appeared that a top-down driven,
major change initiative, driven visibly and vo-
cally by the head of the organization, can make
significant progress in encouraging transforma-
tional thinking, if room is left for innovation con-
cerning how to achieve it among the various DoD
entities. However, an initiative as visible as
agency-wide transformation will continue to face
major obstacles if success is not clearly defined
and no parameters for judging progress are set in
place and communicated clearly throughout the
organization so everyone can see his or her role in
achieving associated objectives.

It is also important to note that the vagueness as-
sociated with Rumsfeld’s initiative overshadows
work already underway in the DoD that seemed
to fit his overall model. One major defense
agency continued “transformational” initiatives
begun prior to Rumsfeld’s arrival, assuming its
efforts fit under the transformation tent. Another
major defense agency was mired in interoperabil-
ity gaps in the whole area of collaboration, while
working towards the infrastructure that would be
the basis of a net-centric warfare vision that also
preceded Rumsfeld. It should also be noted that

(Continued on page 14)
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(Continued from page 13)

the former Army Chief of Staff, General Eric
Shinseki, had already, as the theme of his time as
Chief, tapped “transformation” of the Army for
the 21st century as his goal .

In other words, even with a top-level champion, a
“buzzword,” sweeping new strategy and impor-
tant organizational and legislative steps and suc-
cesses, what Rumsfeld meant by “transformation
was not crystal clear at the start and has not nec-
essarily become clearer over the past couple of
years during the War on Terrorism. This was the
case both because many related transformational
elements seemed to be underway already before
he began his transformation and because others
were introduced without buy-in from the services.

In conclusion, complex undertakings in the gen-
eral area of transformation are clearly underway,
but there are certainly no easy answers, just as
there are no definitive milestones. There is little
doubt that DoD transformation is essential. Per-
haps more strategic visioning, planning, collabo-
ration and management will make its journey one
into which all can better see their roles and be in-
centivized to contribute to clear progress.

Rumsfeld’s insistence on maintaining a long-term
commitment to long-term transformation, even
with the pressing needs of a War on Terror, is to
be commended. If all in his transformation efforts
and the War on Terror have not gone smoothly, it
is not for the lack of experience or determination
on his part. He has surely played the role of a ma-
jor catalyst for new thinking and programs in
DoD, even if what he has achieved (or may
achieve) is just the tip of the iceberg of what will
eventually, over time, become a transformed
DoD.

Architectures

(Continued from page 3)

The reality is that any notion of large enterprise business
transformation is mostly a distant dream. This is true even
though war has accelerated some thinking about tactical
connectivity and the crucial role, in a context of increased
vulnerability to asymmetric threats and a time of ever-
increasing need and cost of “high-tech,” of cross-
enterprise collaboration. This applies to inter-service coop-
eration in the context of the DoD and inter-agency coop-
eration in that of Homeland Security.

For the most part, business transformation in government
is embryonic at best. This applies to thinking of govern-
ment in business terms (such as making major investment
decisions based on business cases that factor in life cycle
costs, infrastructure, processes, risk management, opportu-
nity costs, etc.) as well as in execution (developing action-
able strategic plans for transformation).

Consider the actual commonality of business architectures
in the sense of decisions about real property in govern-
ment, such as housing privatization and enhanced use leas-
ing (see the related article which also began on page 3), or
regarding utility privatization. Were there only an architec-
ture for looking at business processes in a holistic way —
competitive sourcing ( a disruptive, tactical and non-
architected approach to encouraging more efficient gov-
ernment through public-private competitions) remaining
the methodology of choice at the expense of true strategic
thinking and transformation.

Now consider “enterprise architectures,” so heavily em-
phasized now in government as a way to seek efficiencies
and interoperability within and across agencies, where
possible. Unfortunately, despite their wider, more global
definition, they are, at best, for now, largely tactical, infor-
mation technology (IT) approaches. But they have so
much promise...whether for IT or truly “big picture,” ac-
tionable “enterprise” transformation. In fact, couldn’t
“public-private enterprise” and “government enterprise
architectures” almost become almost synonymous?
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Strong Momentum for Accountability of Public Programs

Selections of a Summary Report of the Washington Evaluation Network (WREN) , 2/22/04

Support for performance-based management in the fed-
eral government has gained momentum over the past
decade.

Congress showed its interest with passage of the Gov-
ernment Performance and Results Act of 1993 (GPRA).

The Executive Branch demonstrated its interest through
the President’'s Management Agenda Initiatives of 2002
(PMA) and the implementation through the Office of
Management and Budget (OMB) of a new tool for pro-

gram assessment called the “Program Assessment Rat-

ing Tool (PART), consisting of 25-30 questions about
performance and results, supporting by evidence.

More recently, OMB's Circular A-11 “Direction to submit
Performance Budgets” beginning in Fiscal Year 2005,
has furthered the implementation of PART, and Con-
gress is now considering new legislation requiring regu-
lar performance reviews of federal programs.

Federal government departments and agencies have
responded with intensified efforts both to better manage
for results and to meet the reporting requirements of
Congress and the Administration. The process contin-
ues towards establishing a government-wide system
that works smoothly and effectively for all concerned to
meet shared goals. This report provides an account of
one effort in that process.

WREN’s Workshop Focused on “PART”

On December 4-5, 2003, The Washington Research
Evaluation Network (WREN)—part of an international
network focused on evaluation of publicly funded
R&D—conducted a workshop aimed at helping Federal

R&D agencies improve their ability to meet OMB's PART
reporting requirement. More than 200 participants at-
tended, representing over 27 Federal agencies and seven
foreign nations, centers dedicated to improving govern-
ment performance, academic institutions, and private
businesses.

Participants shared a keen interest in evaluation and how
to do it better. The workshop advanced that cause on
several fronts and at multiple levels. The workshop's five
plenary sessions provided a forum for identifying progress
agencies have made in responding to PART and agency
perspectives as to remaining challenges and issues that
are perceived as impediments to greater effectiveness.

The workshop's six interactive breakout sessions pre-
sented methods, techniques, and practices useful for im-
proving R&D PART responses. Additionally, a luncheon
panel brought to the workshop the counterpart experi-
ences of R&D program administrators and evaluators
from abroad. Information on WREN, the workshop, and
future events can be found at WREN's website:  http:/
www.science.doe.gov/sc-5/wren/

[Note: For the purposes of this article, only a selection of
the full WREN report has been provided, and the follow-
ing legend will be used: Process Issue (Pl); Structure Is-
sue (SI)]

Description of Challenges
1. (PI) OMB lacks a clear definition of “program”
2. (P1) OMB's roll-up of multiple agency programs into a

single program for PART assessment results in meaning-
(Continued on page 16)
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(Continued from page 15)

less results

3. (Pl) Examiners’ often lack knowledge of evaluation,
leading to failure to use data/evidence provided as in-
tended

4. (PI) Examiners’ are inconsistent in applying PART

5. (PI) Multiple requirements for centralized reporting
are confusing, i.e., for GPRA, PART, and other require-
ments

6. (PI) The use of PART as a political tool devalues its
use as a fair assessment tool

7. (PI) The link is unclear between a program’'s PART
score and its budget success in face of budgetary re-
quirements

8. (SI) Requiring binary (yes/no) choices is too restric-
tive

9. (SI) Using a rating system based on 100 points im-
plies a level of accuracy that is unwarranted

10. (PI) Low scores lead the public to believe programs
are mismanaged when the mark-down may actually re-
flect something beyond management’s control

11. (PI) Scores have uncertain meaning

12. (PI) Program administrators may lack funding to de-
velop the data/evidence required for PART

13. (SI) PART'’s emphasis on annual measures may not
fit programs (like forestry or basic science research)
whose yield does not map to an annual cycle

14. (PI) Better models are needed for evaluating re-
search programs and providing data/evidence under
PART

15. (SI) PART questions on spending efficiency are by
nature difficult for basic research programs

16. (PI) Application of PART is expected to be sporadic
and not meaningfully coordinated with program improve-
ments

17. (PI) PART is implemented w/o regard to agency inter-
nal reorganization issues

18. (PI) Norms are lacking for comparisons of programs
of differing size and type

19. (PI) Performance indicators are used without consid-
eration of context; and OMB examiners and agency staff
often hold conflicting views regarding appropriate per-
formance indicators

20. (SI) PART assumes a direct, linear relationship be-
tween research and outcomes which is not necessarily
accurate, and, in any case, is difficult to show

21. (PI) Both OMB and agencies lack analysis support

22. (P1) OMB appeals process is unclear

23. (PI) All the evidential burden is on the agency; none
on the examiners

24. (P1) Congress appears to have little or no interest in
PART
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Provision

1. Policy

2. Centralization of
Agency Manage-
ment and Oversight

3. FAIR Act Invento-
ries

4. Entrepreneurial
Activities (“fee-for-
service”)

Major Changes to OMB Circular A-76
(Performance of Commercial Activities) Since 5/29/03
By Robert Agresta, SES (Retired), Senior Fellow, The Center for Public-Private Enterprise (CPPE)

Old A-76 Rules

Asserts the Eisenhower-era
policy that “...the govern-
ment should not compete
with its citizens”

Not Required

-All commercial activities
(C/A) must be listed an-
nually (by 6/30/xx to
OMB)

-Inherently governmental
designations not required
to be justified in writing
-Assignment of Reason
Codes not subject to
challenge

Activities such as franchise
funds, revolving funds, and
working capital funds that
operate through “inter-
service support agreements
(ISSA’s) are subject to A-76
rules if ISSA is signed after
October 1, 1997

New A-76 Rules

Deletes

Must establish a Program
Office responsible for daily
implementation and enforce-
ment of the Circular

-Inherently governmental
(I/G) activities must be
listed, announced pub-
licly, and are subject to
challenge

-CSO must justify all I/G
and “commercial ex-
empt” (Reason Code “A")
designations in writing
-Requires a summary of
all C/A and I/G jobs that
crosswalks to authorized
agency FTE levels
-Reason Code assign-
ment subject to challenge

Eliminated

Impact

Competition becomes the
Administration’s driver for
transforming all commercial
activities

Department/agency must
appoint a Competitive
Sourcing Officer (CSO) at
senior level with respon-
sibility for achieving
OMB-negotiated study
goals (“Getting-to-green”)

-Greater transparency
and accountability to the
public for agency deci-
sions on the classification
of activities and jobs.

-New OMB rules stress
that I/G activities must
require exercise of
“substantial discretion”

-OMB says its intent is
not to make I/G designa-
tions more difficult, but
that will likely be the
effect

Agencies are now free to
purchase services from fran-
chise, revolving, and work-
ing capital fund agencies
without ever having to run a
competition
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Old Rules

5. Transition and Silent

"Bridging”
Provisions

6. Planning
Requirements

7. “Standard
Competitions”
(full studies)

Minimal —
“No-splitting” pro-
vision: “In no
case, shall any
commercial activ-
ity be modified,
reorganized, di-
vided, or in any
way changed for
the purpose of
circumventing ...
this Supplement.”

Two-phased com-

New Rules

-Direct conversions and stream-
lined comparisons that are in
process under the “old” rules
must shift to the new stream-
lined or full study procedures

-Unless an RFP has been is-
sued, in-process full studies
must shift to new “standard
competition” or to a new stream-
lined competition for activities of
65 FTE or fewer

-If an RFP has been issued be-
fore 5/29, old rules apply unless
an agency wants to convert to
new rules

-Before announcement,
agency must define scope,
grouping of FTE, workload
data, baseline costs, and
appoint key officials (Agency
Tender Official, Human Re-
source Advisor, Source
Selection Authority, Perform-
ance Work Statement Team
Leader)

-“No-splitting” provision elimi-
nated

One phase competition: All

petitions: First,
private-private;
then, private
“winner” com-
petes against
MEO (least cost
wins)

offerors (private, agency, and
public fee-for-service) compete
simultaneously at all stages of
process. Must be publicly an-
nounced at start and completion
(performance decision)

Impact

By 6/29/04, agencies must have
transitioned to the new proce-
dures for all in-process studies
and publicly announced the
changes; any studies announced
after 5/29 must proceed under
the new rules

-Requires more systematic “front
end” consideration and documen-
tation of planned studies

-OMB encouraging agencies to
use this new feature to increase
likelihood that new timeline re-
guirements are met (see 8 and 9
below)

-Could lead to circumvention of
FTE limits (see 7. Below).

“Levels the playing field” — everyone
is treated similarly under Federal
Acquisition Regulations (FAR), e.g.,
any Requests for Proposals (RFPs)
will go to everyone at once and all
will have to respond by the date and
under the conditions specified in the
solicitation

CENTER FOR PUBLIC-PRIVATE ENTERPRISE

18

Spring 2004




CENTER FOR PUBLIC-PRIVATE ENTERPRISE (CPPE) FORUM ON

GOVERNMENT TRANSFORMATION

Provision Old Rules

8. “Streamlined

Competitions”
FTE or fewer;

in-house team’s
costs based on
current organiza-
tion (no MEO)

9. Length of -18 months
Standard Com-  (single study)
petitions 36 months

(multiple study)

10. Length of
Streamlined

None specified

Competitions

New Rules

For activities of 65 For activities of 65 FTE or fewer,

agency now permitted and
“encouraged” to build MEO to com-
pete; can use expedited acquisition
tools such as GSA Multiple Award
Schedules. Also, start of competition
and performance decision must be
publicly announced

12 months from announcement to
award; agency CSO can extend to
18 months at announcement stage;
OMB has to approve anything longer

90 calendar days if no MEO or if a
solicitation is not issued; can add up
to 45 days before announcement
(total=135) if MEO is being devel-
oped or a solicitation issued; OMB

has to approve anything longer

Impact

-Greater flexibility and speed of
completion will likely increase the
use of this method vs. full
“standard competitions”

-(Pending legislation would re-
quire that DOD do an MEO if
activity has over 10 FTE)

-Under the 2004 omnibus
appropriations bill
Transportation-Treasury
agencies have to allow in-house
teams to submit bids in all public-
private competitions involving
more than 10 jobs. Agencies
covered under the other six
spending measures rolled into
the omnibus are not required to
do so.

-Should increase the number of firms
that decide to compete.

-May move agencies toward stream-
lined studies to reduce costs
because overwhelming number of
listed commercial activities are 65
FTE or fewer

-Defense appropriations bill (2004)

authorizes up to 30 months for stan-
dard competitions for DOD agencies

See 8. above
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11. Direct Conversions to
Contract Performance

12. Acquisition Strategy for
Standard Competitions

13. “Firewalls”

Old Rules

Permitted for
activities of 10
FTE or fewer

Least cost
offer wins the
public-private
phase

None specified

New Rules

Eliminated

(1) Sealed bid (least cost, no
negotiation); (2) lowest price
technically acceptable, (3)
phased evaluation, and (4)
“best value” (CTTO) methods
are all permitted. For ‘best
value,” cost must carry at least
50% weight. Agency must per-
form price analysis and cost
realism on all offers. Use of
“best value” limited to informa-
tion technology, new require-
ments, segregable expansions,
or other “...CSO approved ac-
tivities before announcement.”

-“Performance work state-
ment (PWS) team members,
including advisers and con-
sultants, shall not be mem-
bers of the MEO team.”

-“MEO team members, in-
cluding advisers and consult-
ants, shall not be members of
the PWS team.”

-For streamlined competi-
tions, cost estimates by the
agency and private firms
must be prepared/certified by
different individuals (e.g.,
market survey might be per-
formed by contracting officer)

Impact

Reduces agency flexibility.
Must run a competition
(standard or streamlined)
for all selected activities

-Agencies will have to de-
cide at the announcement
stage which acquisition
strategy to use for all future
standard competitions.

-OMB must be notified if
CSO authorizes “best value”
method for “other activities.”

-Agencies will need to
assure a clear separation.

-High risk of post-award
protest

-Directly affected personnel,
MEO team members, and
anyone else with knowledge
of the agency tender cannot
be part of the source selec-
tion process
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sion

14. Conversion
Differential for
Streamlined

Old Rules

10% (or $10 million, if less

over the life of the contract)
is added to price of private

sector offers and public re-
imbursable costs

Competitions

15. Er_n_ployee No Requirement
Transition Plan
(ETP)
-Excluded new contracts in
16. Cost
] building the MEO staffing
Calculations

plan

-Contractor costs of security
clearances not addressed

-Independent Review Officer
(IRO) certifies MEO costs

-10% conversion differential
only added to private sector
bids

New Rules

Eliminated for Streamlined
Studies but retained for
Standard Competitions

-Employee Transition Plan
(ETP) must be prepared as
part of the MEO as early in
the process as possible.

-The ETP is a written plan
prepared by the HRA that
spells out the specific per-
sonnel actions required to
transition the current staff of
the activity to the new organi-
zation

-Allows the inclusion of MEO
contract support through new
or potential contracts
-Clearance costs excluded
-IRO eliminated; Agency
Tender Official certifies
-Must use COMPARE® soft-
ware to calculate costs on
the Standard /Streamlined
Calculation Form (SCF)
-10% conversion differential
added to bids of all non-
incumbents (including
government agencies)

Impact

-Could increase likelihood of private
sector win; agencies will need to
consider when deciding study
method

-The '04 omnibus appropriations
bill requires agencies covered
by Transportation-Treasury to
"consider cost as one factor" in
awarding work in streamlined
competitions. These agencies
are not, however, forced to
grant in-house teams a 10
percent or $10 million cost
advantage.. Agencies covered
by the other sections of the
omnibus need not even
consider a cost advantage in
competitions involving 10 to 65
jobs.

-Defense and Interior agencies are
required to give MEO teams the
preferential cost differential for all
competitions involving more than 10
FTEs.

-The HRA must be deeply involved
in transition strategy whether the
award is made to the in-house team
or a contractor.

-In the case of a contractor award,

the HRA must assume that all em-

ployees in the activity under study

will be displaced. Reasonable esti-
mates will have to be made regard-
ing how many employees the con-

tractor is likely to hire.

-MEO teams need to be aware as
they proceed to build the MEO
DOD plans to retain IRO function

-(Other than these new features
and the “firewall” provisions, the
MEO process remains similar, but
see 17-20 below)
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17. Collaborating with
Private Firms

18. Source Selection

19. Post-Award Results/
Accountability

Old Rules

Not specified

Agency tender (MEO)

must be included in the

competition

-Annual post-award
performance review, but
very “soft”

-Agency tenders not
released

New Rules

An agency shall not
perform commercial
work as a sub-
contractor to a private
sector firm

Agency tender may be
excluded from standard
competitions (except in
DOD) if source selection
authority (contracting offi-
cer) identifies a “material
deficiency” that the CSO
determines can't be fixed
with reasonable resources

-If in-house team wins,
a Letter of Obligation
(LOO) with performance
standards is issued; an-
nual review could result
in termination of LOO
and re-competition

-Requires public re-
lease of agency tenders
and fee-for-service bids
after process complete

-Quarterly report to
OMB documenting pro-
gress of all studies

-Maintain database of
all ongoing studies,
costs

-Post “best practices”
and “lessons learned” to
SHARE A-76! (DOD
site)

Impact

Meant to clarify limits of
collaboration since new
rules permit new or
potential contracts in
the MEO tender

-Places agency on
same footing as private
sector.

-This change makes the
quality of the MEO
process and tender criti-
cal.

-MEO team should be
aware when construct-
ing the new organiza-
tion --- “Is it realistic?

-Public release of ten-
ders another factor for
public sector offerors to
consider in developing
management plans

-Much greater burden
on agencies for infor-
mation capture and dis-
semination and ac-
countability to OMB
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Provision Old Rules

20. Follow-On For agency MEO

Competitions winner, none
required

limited to costing
or procedural er-
rors

22. A&E Jobs (Brooks Act) gjlent

23. “56C” Deviations from
Rules - Prior OMB
Approval

No specific
deviation provision

New Rules

Agency must hold a re-
competition at the end of
the full performance period
(3- 5 years) unless CSO
grants waiver for an exten-
sion of three years

-Abolishes “old” procedure
and replaces with new
agency-level protest proc-
ess under FAR 33.103.

-Broadens protest grounds
to include the RFP solicita-
tion, cancellation of the
RFP, exclusion of the
agency tender, the per-
formance decision.

-No party can challenge or
contest a streamlined
competition. or termination
of an LOO

OMB wants to be consulted
on all studies involving
architects and engineers
before any decision is made
to avoid new rules

-CSO must obtain prior
written approval from OMB to
deviate from the Circular
(e.g., time limit extensions,
costing variations, procedural
or process deviations, etc.).

-Section “5C also
“encourages agencies to
“...use this deviation proce-
dure to explore innovative
alternatives to standard or
streamlined competitions,
including public-private part-
nerships, public-public part-
nerships, and high performing
organizations.”

Impact

-Another feature that at-
tempts to place public sec-
tor on same footing as pri-
vate firms

-Controversial — negative
impact on recruitment?

-Broadens definition of a
“directly interested party” to
permit agency protest by a
single representative ap-
pointed by a majority of di-
rectly affected employees.
-Still can't protest to GAO.
GAO has traditionally inter-
preted Competition in Con-
tracting Act to exclude MEO
as “offeror.”

-GAO considering whether to
accept protest filed by a des-
ignated representative of a
majority of affected employ-
ees. Decision due by end of
April '04.

-GAO also considering a
change to this policy when a
solicitation is issued under a
streamlined competition.

Agency will need to resolve
with OMB before deviating

from A-76 for activities that
include A&E jobs

-OMB will exercise much
tighter control over agency con-
formance to the Circular than in
the past

-A major concession by OMB in
response to a number of public
comments on the 11/02 draft
revision.

-This opens the door for agen-
cies to propose alternatives to
the A-76 process including ex-
panded use of “preferential
procurement” direct conver-
sions (e.g., Javits-Wagner,
O’Day, Native American tribal-
owned companies, etc.)
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Demystifying "Program Management"-
Linking Business Strategy to Product Development

By Russ Martinelli, Manager, Program Management Methods, Intel Corporation and
Jim Waddell, Senior Manager, Strategic Initiatives, Tektronix, Inc.

Program management is not a new concept or latest management fad. In fact, it’s been utilized
for decades to develop products in the high technology, aerospace, and automotive industries.
In these industries, program and project management are two components of an effective
product development system, with program management responsible for the business sur-
rounding the system and project management responsible for the planning and execution of
the system output.

Even though program management (PgM) is a widely used and accepted approach to manag-
ing complex product development efforts, its definition, methods, and tools are not widely un-
derstood. This article is intended to demystify the program management business model by
defining program management, describing its link to business strategy, clarifying the differ-
ence between program and project management, and describing how program management is
implemented in two well known high technology product development companies, Intel Cor-
poration and Tektronix, Inc.

Benefits of Program Management (PgM)  Program Versus Portfolio Management:

A The Basic Definitions
Both Intel and Tektronix utilize Program ) ;
Management (PgM) to: - Program management (PgM) is the coordinated

management of interdependent projects over a
finite period of time in order to achieve a com-
mon set of business goals.

- Project management (PM) entails planning and
execution of a single element of the end product.

- Link business strategy to project output,

- Integrate the efforts of multiple project teams to
deliver the "whole product™ and achieve a com-
mon set of business goals, and

- Structure highly matrixed organizations into
cross-functional program core teams in order to
effectively align the work and deliverables of
multiple project teams.

Why the need? Many organizations take a purely "project management" approach to develop-
ing products. As a result, they find themselves struggling with a number of problems when it

comes to product management and development. For instance, they find that frequently there

is a chasm between business objectives and project management activities. Therefore projects
may be "on target" with respect to time, cost, and quality but fail to achieve the business re-

(Continued on page 25)
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Program Management
(Continued from page 24)
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sults anticipated such as increased
market share or increased worker pro-
ductivity. Additionally, most efforts do
not consist of a single project to
achieve desired results, rather multiple
projects with activities and deliver-

Project Management
' L | —’-H
ables that are tightly linked. The intri-
cate interdependencies and common business objectives are many times left unmanaged.

Finally, resources seldom report directly to the person managing the development effort. In-
stead, they usually report directly to functional managers and are "loaned" to the project
manager in a matrix organization. Many project managers are not adept in the leadership
skills required to influence a team that does not directly report to them. Nor do they have the
breadth, depth, or experience to successfully manage across a wide array of functional disci-
plines required to bring a new product to market.

Our companies-Intel in Santa Clara,California, and Tektronix in Beaverton, Oregon-have
implemented program management to overcome the difficulties inherent in using "project
management™ to do a job it wasn't designed for.

Both our companies have instituted a program management business model which takes into
consideration and resolves the problems described above. This model achieves the primary
benefits as shown in the box above ("Benefits of Program Management (PGM)").

Defining Program Management (PgM)

We define program management as the coordinated management of interdependent projects
over a finite period of time in order to achieve a common set of business goals. It is a busi-
ness model whereby companies provide the means by which new products are conceived,
developed, and brought to market in order to generate a major share of the profit. The differ-
ence between portfolio management and program management is explained in the box above
("Program versus Portfolio Management: The Basic Definitions").

Program management has a number of very specific characteristics as explained in the box
near the bottom of this article ("Characteristics of Program Management (PGM)").

(Continued on page 26)
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Program Management
(Continued from page 25)

Exhibit 2: Other Distinctions Between Program Management (PgM) and Project Management ( SOURCE: The authors)

Program Management

Strategically focused

Business and technical in nature
Aligned to strategic objectives of
business

Assures the work effort remains feasible
from a business standpoint

Change managed from both a business
and technical perspective

Risk spread across the projects and
concerned with probability of business
and technical success

Cross-functional at all times

Broad range of management and business
skills and experience required

Project Management

Tactically focused

Technical in nature

Aligned to goals of the program

Assures the work effort generates desired
deliverables on time, within budget and
at required performance levels

Change managed from a technical
perspective

Risk contained within a single project and
concerned with probability of technical
success

May be partially cross-functional

Project management and technical skills
required

Characteristics of Program Management (PgM)

- A program is strategic in nature. Program management ensures the program is closely aligned to and directly supports the

achievement of a business’ strategic objectives.

- Program management provides a focal point for ownership and accountability for successfully delivering the intended

business results for the organization.

- A program has both business and technical focus. Program management ensures the program is successful in both aspects.
- Each interdependent project within the program has a set of objectives. Program management ensures that project objec-
tives contribute to the achievement of the business goals of the program.

- A program normally incorporates both cross-functional and matrix forms or organization. Program management is the

glue that holds the matrix together, ensuring that the functions perform as a cohesive team. Organizationally, program man-
agement provides the opportunity to manage effort across the traditional line structure, contributing to faster decision-

making and improved productivity.

- A program is led by a program manager who is responsible for the characteristics above.

Program management serves as an enabler for achieving business strategies because it provides a sys-
tematic approach to organize, plan, implement, and complete complex product development endeav-
ors within a company. It has helped both Intel and Tektronix effectively to manage very complex
product development efforts by greatly improving cross-functional interaction and communication
between project teams involved in the development, manufacturing, and marketing of their products.
The power of the program management model is the ability to link similarly aligned projects to de-
liver the whole product in order to achieve the strategic objectives of a business. [Reprinted with
permission of PDMA’s Visions Online Magazine, Jan 2004. Vol. XXVIII, No. 1. Also, check out the Product Development &

Management Association’s (PDMA’s) Annual Conference on the PDMA Web site: http://www.pdma.org ].
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CHECK OUT THE “NEW PRODUCT DEVELOPMENT
PROFESSIONAL CERTIFICATION PROGRAM”

Brought to you by the Product Development & Management Association (http://www.pdma.org)

If you are engaged in new product or service development, you know it to be a complex, challenging,
and rewarding endeavor. As a new product development practitioner, you rely on a wide variety of
skills drawn from many disciplines. The New Product Development Professional (NPDP) Certifi-
cation Program formally recognizes your knowledge, education, and experience in new product
or service development.

NPDP Certification is available for anyone who meets the program's educational and experience re-
quirements and who demonstrates up-to-date product development knowledge by taking and passing
a comprehensive examination.

Ongoing professional development is an important component of NPDP Certification. Once you have
obtained your certification, which includes taking and passing an initial written examination, you
maintain and expand your professional knowledge by participating in a series of professional devel-
opment activities that support the periodic renewal, every three years, of your certification. (Renewal
does not require retaking the examination.) The Product Development & Management Association
(PDMA) sponsors NPDP Certification. PDMA is an international association of practitioners, aca-
demics, and service providers dedicated to improving the theory and practice of new product devel-
opment and management.

NPDP certification enriches individuals and the organizations for which they work. This program ad-
vocates a structured preparation process that includes a wide range of product development informa-
tion as an integrated body of knowledge. By using the certification program'’s structured preparation
and examination process, professionals and their organizations can be confident that NPDP certifica-
tion includes the most current thinking in new product development. According to a Vice-President
at Abbott Laboratories:

“The Program Managers are the focal point for this cross-functional teamwork and their roles are very important
to the ongoing success of our new product development efforts,” said Ogunro. “Since the PDMA certification
program focuses on strategy, customers and cross-functional teamwork, getting certified in this program in-
creases the credibility of their roles. Recently, we revised our training program for R&D and Medical/Regulatory
Affairs, which includes the option for PDMA certification for all Program Managers.”

Ken Westray, NPDP, is President of Cloud Nine Product Solutions and a member of the PDMA Certification
Committee, as well as the one who helped educate CPPE on the value of NPDP certification. Ken’sNPDP certifi-
cation workshops have been highly successful. For more information about the NPDP process, visit the PDMA
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Competency Management:

The Future of Knowledge Management?
By Tom Beckman, CEO, Bektek Group

Competency Management may well be the future of
Knowledge Management, and possibly the next
breakthrough in innovative management practice.
During the past decade, serious organizational chal-
lenges have only worsened. This article attempts to
explain why results from “trendy” management ap-
proaches such as Knowledge Management, Commu-
nities of Practice, and E-Learning have often been so
disappointing. Then some benefits from employing
this new approach to Competency Management are
discussed. Finally, some key aspects of this im-
proved approach will be described.

I would like to use the definition of a “competency”
as a human characteristic that underlies successful
performance, and an area of knowledge or skill that
is critical for producing key outputs. Competencies
consist of several dimensions — among them are
behaviors, motivations, and knowledge, and can be
classified as personal, job- or role-related, or organ-
izational. “Core competencies’ are generally seen as
characteristics centrally linked to individuals and
effective or superior performance of a job or mis-
sion, and are usually perceived as generic in nature
(e.g. motives, traits, self-concept, knowledge, and
skill or ability).

However, | define “core competencies,” for the pur-
poses of this article, as the synergistic combination
of resource management and human resources(HR)
practices, innovative information technology ap-
proaches, and business processes to deliver enter-
prise-wide, value-added outputs and outcomes. De-
fined in this fashion, core competencies encompass
an organizational scope rather than an individual or
work role level.

Competency Management (CM) describes how to
identify, assess, select, develop, organize, manage,
and improve key capabilities to achieve superior re-
sults and sustainable competitive advantage through:
— Improving performance
— Improving workforce utilization, develop-
ment, and motivation
— Achieving the business vision and strategy
— Providing balanced and equitable apprais-
als, compensation, and career advancement

CM unifies the following complementary disci-
plines:

—  Performance Management: focus on met-
rics, appraisal, rewards, and compensation

— Talent Management: focus on recruiting
and retaining the best

— Intellectual Asset Management: focus
mostly on classifying and assessing, rather
than creating, improving, and applying the
assets

— HR/Workforce Development: focus on
training and opportunity

— Organizational Learning: focus on broad
learning effects

— Knowledge Management: focus on explicit
and social Knowledge

—  Expertise Management: focus on identify-
ing and exploiting knowledge of existing
experts and practitioners

—  Expert Systems: focus on capturing and rep-
resenting tacit knowledge of domain experts
in the form of advisory systems

— Data and Text Mining: focus on finding pat-
terns and creating new knowledge and ex-

(Continued on page 29)

CENTER FOR PUBLIC-PRIVATE ENTERPRISE

28




CENTER FOR PUBLIC-PRIVATE ENTERPRISE (CPPE) FORUM ON

GOVERNMENT TRANSFORMATION

Competency Management
(Continued from page 28)

pertise from data and text. To assume this vanguard
role, Competency Management (CM) will have to
rethink and expand its current thinking regarding
core competencies, behavioral and cognitive views,
and innovative IT. The version of CM described
here integrates several complementary disciplines
including business vision and strategy, strategic
sourcing, talent management, performance manage-
ment, knowledge management, expertise manage-
ment, and other innovative practices in industry,
management, and HR. A Competency Center with
broadened powers and capabilities is described as
well as some of the innovative IT concepts to enable
it.

Environmental Trends and Organizational Short-
comings:

Several environmental trends will have quite serious
negative consequences for continued organizational
success. Many companies are in a quandary because
some younger workers give little loyalty to them, as
these workers career paradigms often make them
more open to change companies (or even careers)
more often. Also, the impending retirement of 30-
40% of the workforce over the next few years could
have disastrous consequences for many organiza-
tions. Those organizations that fail to capture the
knowledge, experience, and expertise of potential
retirees and lessons learned from projects; to prop-
erly compensate, develop, and utilize their existing
workforces; and to attract talented new hires and re-
tain existing professional performers — will be at
great risk.

The increasingly complex workforce and perform-
ance challenges in many large organizations indicate

a fundamental, persistent, and perhaps even systemic
dysfunction. Symptoms of this malaise are exhibited
in many organizations in the form of excessive turn-
over rates; arrogant leadership; inept management
and development of resources, practices, and results;
weak or non-existent measurement systems; and
flawed hiring, promotion, appraisal, and compensa-
tion practices.

High turnover rates are quite costly to organizations
in a number of ways. The Gartner Group estimates
that on average it costs the equivalent of one year’s
salary of a departing information technology (1T)
person, for example, to replace him or her. In addi-
tion, those departing employees often leave with
very valuable contextual knowledge about their
roles, responsibilities and relationships. Gartner esti-
mates that it takes an average of six months for a
new IT hire to reach operational capability, even
when discipline and industry knowledge are equiva-
lent. The new employee must also build a web of
relationships from scratch as well as be assimilated
into the organization’s culture and jargon. Clearly,
at least from a financial perspective, it is in the or-
ganization’s best interest to retain talented employ-
ees.

Often high turnover of employees results because
many organizations do not truly understand who cre-
ates value, i.e., the source of their competitive advan-
tage. Consequently, the enterprise often mistakenly
rewards the wrong employees and managers for the
wrong reasons. In the private sector, seemingly ex-
travagant compensation is often granted to top man-
agement — often one hundred times the average pro-
fessional’s salary — without any guarantee of excel-
lent or even competent performance in leading the
company. In some companies with performance-
based compensation, executives have even falsified
(Continued on page 30)
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Competency Management professional managers, domain experts or the high-
(Continued from page 29) performing, line employee — are all too often poorly
sales and earnings metrics to assure their outrageous rewarded and ultimately end up leaving these dys-
bonuses. functional companies.
Dysfunctional enterprises are often caught in a spiral Another manifestation of disregard for expertise and
of dysfunction, especially if inept or arrogant leader- knowledge can be found in flawed HR systems.
ship is allowed to grow deep roots. Also, such lead- Many HR systems fail to align performance manage-
ership often drives out good managers and replaces ment systems with the business vision and strategy.
them with compliant drones who will follow direc- TSuch systems often fail to have adequate metrics,
tions without question, regardless of their value or standards, and commitments. Even when correctly
validity. Managers then in turn foster groupthink or designed, appraisal and compensation practices
mindless compliance in their staffs and workforces. might be easily gamed by managers who promote
The organization can thereby lose the value of multi- their friends and supporters, rather than reward the
ple perspectives and the consideration of viable alter- most meritorious employees. When leaders reward
natives in its decision-making process. There can compliant followers and seek uncritical praise, rather
also be a breakdown in ethics, fairness, motivation, than exemplary performers and realistic, expert ad-
and commitment in such an environment, which can vice, then their enterprises are headed towards great
lead to the departure of even additional talented pro- trouble. And when hiring, promotion, career pro-
fessionals. Such dysfunctional organizations are gression, and workforce development programs are
clearly at peril of permitting personal politics and similarly skewed, then dysfunction could prosper
self-interest to override enterprise objectives, and and spread.
appreciation of expertise, rational methods, and
teamwork. Too many organizations incorrectly assume that their
most senior managers and executives deliver more
Many organizations have diminished the value of value than their senior and expert practitioners. The
expertise, believing that charismatic but ineffective reality is that in many organizations, the majority of
leadership, spin management, and social networks professionals never have the opportunity to be tested
are what really matter. This view can manifest itself in their management, decision-making, and leader-
in weak or non-existent methods, practices, proc- ship skills.
esses, and methodologies regarding intellectual capi-
tal and...CM. The enterprise is not able to properly Exemplary professionals should be rewarded and
manage its strategy, resources, processes, and results studied to improve the performance of all peer work-
because its managers don’t possess the foundational ers.
competencies to succeed. Shortfalls in CM can re-
sult in an inability to create and nurture key opera- This discussion has covered just a few of the most
tional, developmental, and support capabilities. serious failures that competency management can
Also, Irresponsible leadership may rely on mislead- improve. Stay tuned for more on this topic in the
ing or non-existent metrics to cover-up its shortcom- future!

ings. The true creators of value — whether skilled
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CPPE Highlights

The Center for Public-Private Enterprise
(CPPE), publisher of the CPPE Forum, is an in-
novative leader in research, education and out-
reach dedicated to the improvement and mutual
success of the public-private enterprise relation-
ship.

Mission

CPPE is a multidisciplinary, non-partisan, non-
profit [501 (c)(3)] organization and Center of Ex-
cellence for government transformation based on
increased and enhanced public-private enterprise.
CPPE is devoted to merging top notch techno-
logical, business, management, economics and
policy expertise from the public and private sec-
tors — as well as academia and other non-
profits — to contribute in the following areas of
public-private enterprise:

(1) Conduct scholarly, far-reaching and abundant
research

(2) Deliver wide-ranging products and

services, including publications and

seminars on strategizing for transformation

(3) Advocate strategic and practical solutions that
enhance public-private enterprise at the
international, national, state and local

levels.

Eclectic Conference Coverage in 2003

Tracking technology developments through Gartner
Group research and attendance at their 1ITxpo Sym-
posia has been indispensable for CPPE’s confident
sweep of the business and technology landscape.
Whereas Gartner events are highly disciplined and
orchestrated, they are absolutely first rate, and the

one-on-one interviews with their analysts, as well as
vendors exhibiting there, always surpass expecta-
tions.

On a much more modest level in terms of scope,
with a single plenary track for a government audi-
ence and no exhibitors, the Federal CTO Summit
brought many senior speakers and participants to-
gether for an outstanding networking and informa-
tive event.

The E-Gov Institute has been a great partner for
CPPE’s ongoing coverage of government knowl-
edge management and transformation over the past
3 years. Whereas, E-Gov events are almost exclu-
sively in the Washington DC area and clearly fo-
cused on government, DCI offers a wide range of
superb conferences nationwide for broad audiences,
with Enterprise Architecture and Portfolio Manage-
ment ones being some of the most enriching. In par-
allel to its conferences, DCI also sponsors numerous
seminars and workshops of long-enduring popular-
ity, such as the ones on Enterprise Architecture
Planning by Dr. Steven Spewak.

The Association for Enterprise Integration (AFEI),
put on one of the most well-rounded, informative
conferences on enterprise integration CPPE has ever
attended. AFEI conferences are not to be missed.

The Product Development and Management Asso-
ciation’s (PDMA’a) and Project Management Insti-
tute’s (PMI’s) 2003 events were outstanding.
annual conferences.
Please visit
http://cppe.org for valuable
information and ways you can
contribute to CPPE’s mission.
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