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THE WHITE HOUSE
WASHINGTON

February 24, 1989

MR. PRESIDENT:

The attached is for your review
and signature.

OMB has reviewed and has no
objection.

-

—

J s W. Cicconi
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February 21, 1989

s SIGNED
MEMORANDUM FOR THE PRESIDENT ) S ] | \
FROM: BRENT SCOWCROFT @

SUBJECT: Defense Management Review

ISSUE

Whether to approve a National Security Review of management
practices within the Department of Defense.

FACTS

Over the past few years, public confidence in the management of
the Department of Defense has eroded significantly--most recently
due to alleged misconduct by defense consultants. In your
address to the Joint Session of Congress on February 9th, you
indicated that you would direct a review of management practices
within the Department and request a plan to implement fully the
original recommendations of the Packard Commission.

DISCUSSION

At Tab I is a directive for a National Security Review that will
set in motion such a review of Defense management practices. It
has been drafted by Senator Tower’s transition team and has his
approval. The agenda which the directive lays out closely
parallels the methodology of the original Packard Commission,
which sought to identify problems. However, as the tasker
indicates, the need now is to identify specific actions to
address problems already clearly identified. You will also note
that the tasker requests both specific actions that can be taken
internally within the Department, and identification of
subsequent actions that will need to be taken up with Congress to
strengthen the implementation of needed reforms.

I believe this tasker articulates clear expectations on your
part--specifically that much more can be done and should be done
within the areas targeted for review. It calls for forward-
looking and innovative thinking on the part of the new leadership
in OSD. 1In this regard it parallels the intent of the other
reviews that you have, or shortly will, task to your Cabinet
officials.

cc: Vice President
Chief of Staff

et




RECOMMENDATION

That you approve and sign the National Security Review of Defense
Management (Tab A4).

Approve Disapprove

Attachment

Tab A Proposed NSR for a Defense Management Review
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ACTION

MEMORANDUM FOR THE PRESIDENT

FROM: BRENT SCOWCROFT
SUBJECT: Defense Management Review
ISSUE

Whether to approve a National Security
review of management practices within t Department of Defense

=
FACTS
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the Department of Defense has eroded significantly--most recently
due to alleged misconduct by defénse consultants. In your
address to the Joint Session of Congress on February 9th, you
indicated that you would direft a review of management practices
within the Department and refjuest a plan to implement fully the
original recommendations of the Packard Commission.

DISCUSSION

At Tab I is a Nationa) Security Directive that will set in motion
such a review of Defgnse management practices. It has been
drafted by Senator fower’s transition team and has his approval.
The agenda which e directive lays out closely parallels the
methodology of tWe original Packard Commission, which sought to
identify probleys. However, as the tasker indicates, the need
now is to idenfify specific actions to address problems already
clearly identdfied. You will also note that the review requests
both specifif actions that can be taken internally within the
Department / and identification of subsequent actions that will
need to bg taken up with Congress to strengthen the
implemenfation of needed reforms.

I beljfve this tasker articulates clear expectations on your
part/-specifically that much more can be done and should be done
withAin the areas targeted for review. It calls for forward-
lobking and innovative thinking on the part of the new leadership
n OSD. In this regard it parallels the intent of the other
reviews that you have, or shortly will, task to your Cabinet
officials.




RECOMMENDA

That you approve and sign the National Security
1nfttatrng~a_Defense Management Review (Tab A).

Approve Dfsapprove

Attachment

Tab A Proposed Nsﬁgfbr a Defense Management Review
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THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR THE\HONORABLE WILLIAM TAFT
Acting Secxetary of Defe

A
’Q3111 MR. RICHARD DBARM
%
€

Director, Qffice o
\,

ADMIRAL WILLIAM CRO

Chairman, Joint\ghigfs of Staff

SUBJECT: Defense Management/ Review

The attached National Seguri DiTectxvFe for—s
Management has been appfoved/by the President.

Attachment

Tab A National/ Security Directive

/ 20068

rifagement and Budget

Review of Defense
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THE WHITE HOUSE
Office of the Press Secretary

For Immediate Release June 14, 1989

Thé Secretary of Defense today submitted the Report of the
Defense Management Review to the President. The Review provides
a blueprint for significant improvements in the management of the
Department of Defense and in the Defense acquisition process.

The American people want strong, capable armed forces that can
protect our country, our allies, and our interests around the
world. They also want to be sure that the tax dollars they
devote to the Nation’s defense are spent wisely. Implementation
of the recommendations of the Defense Management Review will help
achieve those objectives, so that we can maintain America’s
strength and bring greater efficiency to government.

The following is the text of the letter from the Secretary of
Defense transmitting the Report of the Defense Management Review:

Dear Mr. President:

I am pleased to submit the Report of the Defense Management
Review conducted pursuant to your direction in National Security
Review 11. This Report is the product of extensive study and
sets forth the plan you requested to:

-- implement fully the Packard Commission’s
recommendations;

- improve substantially the performance of the defense
acquisition system; and

- manage more effectively the Department of Defense and
’ our defense resources.

With your approval, the Department is prepared to embark
immediately on the implementing actions identified in the Report.
Some of these actions will require the assistance of other
executive branch agencies. The most important will require the
cooperation of the Congress. All will demand the Department’s
sustained attention and diligent effort in the years ahead.




CARD 1 OF 2

POINTS TO BE MADE FOR MEETING WITH
THE SECRETARY OF DEFENSE

OUR GOAL IS TO STRENGTHEN OUR SECURITY BY
MAKING OUR DEFENSE CAPABILITIES MORE EFFECTIVE
AND MORE EFFICIENT. THE BUDGETARY SAVINGS WE
REALIZE CAN THEN BE APPLIED TO NEEDED DEFENSE
PROGRAMS. THE RECOMMENDATIONS YOU HAVE MADE
PROMISE TO ACCOMPLISH THOSE TWIN OBJECTIVES.
IT IS IMPORTANT THAT THEY BE IMPLEMENTED
QUICKLY WITH THE OBJECTIVES OF IMPROVING
DEFENSE MANAGEMENT AND ACQUISITION PROCEDURES.
TO ACCOMPLISH THIS, I BELIEVE THAT THE
PRINCIPAL RECOMMENDATIONS OF THE REPORT SHOULD
BE PART OF MY MANAGEMENT BY OBJECTIVES PROGRAM
(MBO) .

CARD 2 OF 2

THIS MEANS THAT DEFENSE WILL IDENTIFY AND
PROPOSE SPECIFIC ACTIONS THAT WILL BE
ACCOMPLISHED IN SPECIFIED TIMEFRAMES TO
ACHIEVE OBJECTIVES.

WE MUST WORK CLOSELY WITH THE CONGRESS IF WE
ARE TO BE SUCCESSFUL IN IMPROVING DEFENSE
MANAGEMENT. I WILL BE LOOKING TO YOU FOR
ADVICE ABOUT PROPOSALS TO THE CONGRESS THAT
WILL SUPPORT THE REPORT’S RECOMMENDATIONS.



VPOINTS TO BE MADE FOR MEETING WITH THE SECRETARY OF DEFENSE

- Our goal is to strengthen our security by making our defense
capabilities more effective and more efficient. The
budgetary savings we realize can then be applied to needed
defense programs. The recommendations you have made promise
to accomplish those twin objectives.
—; It is important that they be implemented quickly with the
‘ objectives of improving defense management and acquisition
procedures..
., To accomplish this, I believe that the principal
| recommendations of the Report should be part of my
Management by Objectives Program (MBO).
.~ This means that Defense will identify and propose specific
| actions that will be accomplished in specified timeframes ﬁo
achieve objectives.
- We must work closely with the Congress if we are to be
successful in improving Defense management. I will be
looking to you for advice about proposals to the Congress

that will support the Report’s recommendations.




PARTTCIPANTS

The President

Richard B. Cheney, Secretary of Defense
John 0. Marsh, Jr., Secretary of the Army
H. Lawrence Garrett, Secretary of the Navy
Donald B. Rice, Secretary of the Air Force
Richard G. Darman,

Director of the Office of Management and Budget
Donald J. Atwood, Deputy Secretary.of Defense
Brent Scowcroft,

‘Assistant to the President for National Security Affairs
Robert M. Gates,

Deputy Assistant to the President for National Security Affairs
Michael Stone, Acting Under Secretary of Defense, Acquisition
Paul D. Wolfowitz, Under Secretary of Defense, Policy
Paul Schott Stevens, Director, Defense Management Review
Arnold Kanter, Senior Director, Defense Policy and Arms Control




20626 Add-on

NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20508

MEMORANDUM FOR JAMES CICCONI
FROM: G. PHRLIP HUGHES

SUBJECT : se Press Statement

Attached is a draft Whlte Houge Statement to be issued after
Secretary Cheney presents thg Report of the Defense Management
Review to the President\on June 14. The statement will be an
opportunity to highlighti tde President’s commitment to improving
the defense management a acquisition process, and to begin
building public momentumyfor implementation of the Report’s
recommendations.

Attachment
White House Stgtemen

cc: Marlin Fitzwater



THE WHITE HOUSE
Office of the Press Secretary

For Immediate Release June 14, 1989

The Secretary of Defense today submitted the Report of the
Defense Management Review to the President. The Review provides
a blueprint for significant improvements in the management of the
Department of Defense and in the Defense acquisition process.

The American people want strong, capable armed forces that can
protect our country, our allies, and our interests around the
world. They also want to be sure that the tax dollars they
devote to the Nation’s defense are spent wisely. Implementation
of the recommendations of the Defense Management Review will help
achieve those objectives, so that we can maintain America’s
strength and bring greater efficiency to government.

The following is the text of the letter from the Secretary of
Defense transmitting the Report of the Defense Management Review:

Dear Mr. President:

I am pleased to submit the Report of the Defense Management
Review conducted pursuant to your direction in National Security
Review 11. This Report is the product of extensive study and
sets forth the plan you requested to:

--  implement fully the Packard Commission’s
recommendations;

- improve substantially the performance of the defense
acquisition system; and

-- manage more effectively the Department of Defense and
our defense resources.

‘With your approval, the Department is prepared to embark
immediately on the implementing actions identified in the Report.
Some of these actions will require the assistance of other
executive branch agencies. The most important will require the
cdoperation of the Congress. All will demand the Department’s
sustained attention and diligent effort in the years ahead.
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THE SECRETARY OF DEFENSE 206206 Ao

WASHINGTON, THE DISTRICT OF COLUMBIA

June 12, 1989

The President
The White House
Washington, D.C. 20500

Dear Mr. Presiderit: .-

| am pleased to submit the Report of the Defense Management Review conducted
pursuant to your direction in National Security Review 11. This Report is the product
of extensive study and sets forth the plan you requested to:

— implement fully the Packard Commission’s recommendations;
-- improve substantially the 'perfbrmance of the defense acquisition system; and

-- manage more effectively the Department of Defense and our defense
resources.

With your approval, the Department is prepared to embark immediately on the
implementing actions identified in the Report. Some of these actions will require
the assistance of other executive branch agencies. The mostimportant will require
the cooperation of the Congress. All will gemand the Department’s sustained
attention and diligent effort in the years ahead.

Sincerely,
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DEFENSE MANAGEMENT

Report to the President
by

The Secretary of Defense

June 12, 1989
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Defense Management

. INTRODUCTION

In his February 1989 address to the Joint Session of Congress, the President
announced that he was directing the Secretary of Defense to develop “a plan to
improve the defense procurement process and management of the Pentagon.”
Specific terms of reference for this purpose were provided by the President in
National Security Review (NSR) 11, which called upon the Department of Defense -

(f)oD) to |
develop a plan to accomplish full implementation of the
§ recommendations of the Packard Commission and to
g ) realize substantial improvemeénts in . . . defense manage-
3 ment overall.
H NSR 11 directed that the Secretary of Defense “identify specific actions to be taken”

{ : for these purposes in four broad areas--personnel and organization, defense

i planning, acquisition practices and procedures, and government-industry
accountability. It also called for recommended “actions the Congress could take
which would contribute to the more effective operation and management” of DoD.

The Defense Management Review conducted under NSR 11 has examined the
various efforts made to date to realize the ?ar-reaching improvements envisioned
both by the Packard Commission in its Reports and by Congress in the Goldwater-
Nichols Defense Reorganization Act of 1986. It has benefitted from the information
provided and views offered by senior civilian and military officials throughout DoD,
as well as the valuable insights of numerous outside organizations and experts who
have monitored the course of recent defense reforms.

While some progress unquestionably has been made since 1986, there is no basis
for complacency. On the contrary, redoubled efforts will be required in order to
realize improvement to the degree contemplated by the Packard Commission and
the Goldwater-Nichols Act. But the progress to date does give cause for hope that
the necessary consensus and commitment can be sustained in the coming years. This




will be essential if, as the President clearly intended in NSR 11, the U.S. defense
effortis to be managed in a manner that--

L ensures the continued strength and readiness of the nation’s Armed
Forces;

[ helps us acquire needed new weapon systems at less cost, in less
time, and with greater assurance of promised performance;

° encourages industry and government alike to meet the highest
standards of integrity and performance: and _

° promotes greater public confidence in our stewardshi'p of defense
resources. ‘

The dimension and importance of the task cannot be overstated. The course of
international affairs in the years ahead promises to test U.S. ieadership in new and
unforeseeable ways. Potential threats to the security of the U.S. and its Allies are
likely to diminish in some areas while i increasing in others, may well take new and
more subtle forms, and undoubtedly will necessitate U.S. military forces that are

modern, ready, and sustainable in a variety of contingencies. Atthe same time, asa ,

result of competing national priorities, the real resources available fordefense in
the early 1990s are likely to be less than in recent years. If we are to continue to
protect our global interests, meet our responsibilities, and minimize the risks to our
security, we must preserve essential military capabilities through ever more skillfull
use of the resources at our disposal.

Such circumstances compel the utmost attention to-prudent management of our
defense program--and oblige the Executive branch, Congress and industry, as
seldom before, to join in husbanding available defense dollars, cutting unnecessary
costs, and achlewng new levels of productivity and quality.

Building on recent efforts, in light of experience and current circumstances, this
Report isintended to articulate an overall approach for achieving these important
objectives and to identify a series of specific management initiatives for the
President’s consideration. Many of these initiatives can be undertaken on the
authority of the Secretary of Defense. Some will require concerted action by the
Administration, including other Executive departments and agencies. Still others--
among them actions that hold the greatest promise for long-term improvement--
will require the support of Congress and the defense industry. Together, these
initiatives respond to the findings and conclusions of the Packard Commission and -

-
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mprovements are yet to be realized. Nothing less than an unreserved and long-
erm commltment on the part of DoD will be necessary to meet the Presndent s

".‘*drﬁ‘inistration and Congress, and between government and industry, will suffice
*ﬁforthat purpose.

[}

| ;?MANAGEMENT FRAMEWORK

37 The overall framework adopted for decisionmaking within DoD must reflect

| sound management principles if the President and Secretary of Defense are to be

well served. The management framework that follows has been guided by several

‘fundamental principles.

... . First, the individual responsibilities of senior managers must be well understood.
S -Second, (managers must be given a range of authority commensurate with their

2" responsibility.

. Third, subject to final decision by the President, the Secretary, or the Deputy

i‘}_‘Secretary, managers’ participation in the process of establishing central policies

"‘..,:.Should be encouraged.

Fourth, approved policy, including longer-term priorities and objectives for the

B f,.__defense program, must be widely and clearly communicated within DoD.

.. - Fifth, within this context, managers must expect to be held strictly accountable
for the overall results of their efforts, for adhering to approved policy, and for

executing decisions.

‘ Sixth, the full talents, dedication, experience and judgment of all DoD

L ’ vemployees must be brought to bear in the execution of their diverse missions. Policy

must be implemented in a wide variety of settings, and the process by which this is

done carefully monitored in order to take full advantage of opportunities for cost

- savings and quality improvement. Innovation will come most naturally from the
"> 7 military and civilian professionals entrusted to do the job. They must be
"encouraged to examine and improve continuously the processes in which they are
fengaged--and to raise, at all levels, new ideas and approaches that will contribute
} o toasound, affordable program to maintain adequate U.S. military strength.




WASHINGTON, THE DISTRICT OF COLUMBIA

June 12, 1989

The President
The White House
Washington, D.C. 20500

Dear Mr. President:

| am pleased to submit the Report of the Defense Management Review conducted
pursuant to your direction in National Security Review 11. This Report is the product
of extensive study and sets forth the plan you requested to: ‘

-- implement fully the Packard Commission’s recommendations:
-- improve substantially the performance of the defense acquisition system; and

-- manage more effectively the Department of Defense and our defense
resources.

With your approval, the Department is prepared to embark immediately on the
implementing actions identified in the Report. Some of these actions will require
the assistance of other executive branch agencies. The most important will require
the cooperation of the Congress. All will demand the Department’s sustained
attention and diligent effort in the years ahead.

Sincerely,

THE SECRETARY OF DEFENSE 20626 add—‘on
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20508

March 1, 1989

MEMORANDUM FOR JIM CICCONI

FROM: G. PHILIP HUGH

SUBJECT: Defense Managem Review

Attached is a proposed statement by the White House press

spokesman on the Defense Management Review. It would be most
helpful if it could be released as soon as possible.

Attachment ,
Tab A Proposed Press Release

cc: Marlin Fitzwater




RO

THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release

As one of a series of major policy reviews being undertaken by
the Administration, the President has directed the Department of
Defense to undertake a review of management practices throughout
the Department. Together with this Defense Management Review,
the President has requested a plan which will accomplish full
implementation of the Packard Commission recommendations and
‘realize substantial improvements in the acquisition process and
in defense management overall.

As laid out in the President’s instructions, the agenda for the
Management Review closely parallels that of the original Packard
Commission. The focus now is to identify specific actions to
address problems already clearly identified. These actions
include both those which can be taken internally in the Depart-
ment of Defense and subsequent actions the Congress could take to
contribute to the more effective operation and management of the
Department of Defense.

Examples of problems to be addressed include:

- People and Organization: Identifying ways to improve
the capabilities of military and civilian acquisition personnel;
spelling out the appropriate role for the Under Secretary of
Defense for Acquisition; strengthening the notion of individual
accountability; and streamlining the acquisition management chain
for major programs;

- Improved Planning Processes: Reviewing the role of the
Under - Secretary of Defense for Policy in defense planning and in
policy implementation; and developing means to better link
national security strategy and objectives to the overall defense
program;

- Practices and Procedures: Identifying improvements in
the process of defining military needs and their links to
national strategy; developing options for overseeing new program
starts; identifying ways to better .use commercial-style acqui-
sition practices; finding means to reduce cost through improved
production efficiency; and finding means to enhance stability in
defense programs;

- Government-Industry Relations: Developing strategies
to encourage contractors to cut costs; improving government
oversight through increased. coordination, sharing of information,
and clearer delineation of responsibilities; and identifying
opportunities for improved implementation of standards of conduct
for government acquisition personnel.

The plan resulting from this review is to be presented to the
President by May 10, 1989, '




NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20508

February 28, 1989

ACTTION gé

MEMORANDUM FOR BRENT SCOWCROFT

£
;
=3

THROUGH : LINTON F. BROOKSUD
FROM: DON M. SNIDERY>
SUBJECT: Defense Management Review

Per telecon from Phil Hughes, at Tab A is a recommended White
House press release on the Defense Management Review tasked by
NSR-11. '

Bob ﬁggﬂ&concurs.
RECOMMENDATION

That you approve the attached press statement and authorize
Philip Hughes to sign the memo at Tab A.

Approve Disapprove

Attachments
Tab I Memo to Jim Cicconi
Tab A Proposed Press Release




