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SPAWAR

TOC Reduction (Vision/ Mission

1. What is your vision for TOC Reduction within the DoN over next five years?

Management

1. The Total Ownership Cost reductions will be a way to influence management decision.

2. Navy of the Future: Our TOC Reduction vision must be closely linked with our vision of what the Navy of the Future will comprise, both in terms of (1) technology and (2) sailors.

Moore's Law states that computing power doubles every 18 months.  Computer technologies are often obsolete within four years.  This dictates shorter cycle times for acquiring IT-related systems.  Our vision for TOC reduction must specifically address IT as a driver for future costs, and it must also address interoperability and information security requirements for Network Centric Warfare (NCW) in the 21st century.

3. Department management will require a continuous review process from the SYSCOMS and Fleet on their TOC reduction initiatives.

4. Shifts will occur away from complete contractor LCC to a share base to address some high risk areas.

5. Continue to streamline the Acquisition process

6. The greatest opportunity for cost reduction will be achieved when the PM is allowed to oversee management of the O&S phase of the program.

Process

1. Institutional process for continual cost reduction

· Bench mark from industry "best in the class" fortune 500 companies--

· Adopt these business practices

· Structure the DoD/navy infrastructure to allow effective operation

2. A truly measurable cost methodology including ABC/ABM

3. Develop process to get buy in from subcontractors.

4. The PM's should be require and review TYCOMs reduction initiatives.

5. Institutionalize the reduction process at the ACAT III and IV programs as well as the ACAT I & II programs.

6. Secure funding stability, investment funds, reduce unexpected taxes so that more of the money needed for CR&EI can be spent on a design solution rather than overhead/G&A

7. Systems will be design with a new criteria that requires the designer to consider the disposal aspects.

8. Process or database for sharing ideas or tools used for TOC between programs.

9. Warfighter should buy availability from the program manager for a price.

Opportunities

1. Address mind set that investment funds are needed to implement cost reduction

There are cost reduction initiatives that require funding, and there are process improvements and the like which do not.  Do we separate these and deal with them in a helpful manner?

Establish a practice which will allow a business case to be developed that will justify the ROI, at some level, (.20%), before proceeding

2. Focus on O&S costs - Contractor Logistic Support, Two-level Maintenance, improve MTBF of design

3. To develop a "lean enterprise" operation that will efficiently and cost effectively field and support a weapon system without compromising readiness, capability, or ordnance on target

I like this as a vision statement!  Can you elaborate more on "Lean Enterprise"? Any relation to the Lean Production of Taiichi Ono?

4. Some O&S costs will shift to investments into more reliable systems for eventual reductions of O&S costs resulting in higher A0.

            It a way of life

5. Joint teaming  concepts with industry and government

6. Create more Industry/Government rotational assignments

7. Pilot programs will provide the validations of ideas, or document their false conceptions and inherent risks hat are unacceptable to profit motivated contractors. 

8. RMS improvements require the appropriate incentive and management structure.  To what extent is this workable in the government?  To what extent are long-term, price based contracts with industry key elements of the approach?

Initiatives

1. Be on a glide path to achieve 20% O&S reduction - primarily in operational manpower and infrastructure.

20% of O&S cost or logistic support cost? We need a clear vision or definition of what we are trying to achieve

Reduce number of new starts-- combine projects under one PEO

2. Reduce infrastructure by 20%

3. Outsource Logistics Support

4. Reduce overall  cost of ownership by 15%

5. Once this commitment is in place, then can work on tools (initiatives) for helping, but tools alone will only get you a small part of the desired overall effect

6. Tap into "indirect" areas of cost that are not being considered, for example, environmental impact costs

7. Establish a mandatory education and training requirement for TOC reductions

Culture

1. Multi prong attack enabled by culture change.

2. Culture change elements include aggressive RTOC goals for every business unit in the Navy; accountability for achieving the goals, incentives for achieving the goals.

3. Cultural change in Warfighter mentality which will enable cost reduction

4.  Unencumbered by traditions such as mess cooking, paint chipping, etc.

5. Stress team concept throughout Navy to obtain more of a willingness for cost reduction that will benefit all and not just ones own program.

6. To enable the culture change, need commitment from top leadership to establish and enforce goals, really hold people accountable, and provide real incentives

7. Developing trust relationship between the buyers and the sellers.

8. A willingness to share successes with other Services, industry - including a willingness to adopt ideas which weren't invented here.

9. Elements of the attack include improving RMS, reengineering of logistics support, reducing overhead.

10. Better integration of fleet and program offices to make sure both views are included

11. Government and industry must both understand and accept the concepts of risk and reward. Profit is not a dirty word. 

Road Blocks 

Question: What are the road blocks to TOC Reduction in the DoN and DoD?

Organizational 

1. Clear, unambiguous direction from senior management

Often direction seems to be too rapidly changing.  Pick a vision and develop it, but don't sweep the rug out from under the little guys.

2. Lack of knowledge at the management levels.

3. Change in priorities from Senior Management.

4. PM turnover

5. Reduced staffing.

6. Buy in from top management

Political

1. Unwillingness of Congress to address the infrastructure issue

Procedural

1. PPBS needs to be modified/more flexible to apply TOC initiatives.

2. Out of date rules / procedures/ statutes/ policies

3. Need more consistency between Services via DSAC on implementing TOC initiatives.

4. Poor cost collection systems.

5. Not a priority by PMs for ACAT III & IV since there is very little visibility and review above the SYSCOM level.

6. Present PPBS/FYDP system constrains PM's freedom to manage program effectively

7. Lack of integration of various cost reduction programs (such as COSSI, LECP, VE)

8. No incentives to the PM to save money

9. Infrastructure reductions need to be more closely aligned to personnel reduction incentives.

10. Lack of incentives:  "Rule set" does not leverage selfish human nature, i.e., people's own best interests (at the program level) do not align well with the best interests of DoN

Cultural

1. People's careers are better advanced by spending money, not saving money

Must change the reward structure!

2. Most people are comfortable in there current positions and do not want to change

3. Communication barriers between program offices

4. Fear of job security

5. Lack of buy-in by PEO's/PM's

6. Most people don't believe that TOC reduction is an imperative to achieve the revolution in business affairs

7. Isn't the Revolution in Business Affairs (RBA) a vital pillar of TOC reduction?

8. No buy-ins or understanding by comptrollers at the SYSCOM levels.

9. Cultural Navy heritage -  reluctance to leave organic infrastructure

10. Lack of commitment from Managers to save money in their program so that other programs will benefit.

11. To make RTOC work, some resource sponsor will have to give up something first

12. Lack of meaningful personal incentives for government employees.

13. Buy in from Comptroller organizations

14. Warfighters don't have to pay all the bills, infrastructure, manpower, support are all free resources

15. Paradigms

Financial

1. Color of money

2. Funding instability, taxes, lack of investment funding

3. Lack of a coherent cost accounting system

Yes!  We need good databases of Life Cycle Costs (including linked indirect) to be able to get a handle on TOC.
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1. Kris Jugler kris.jugler@pentagon.af.mil
2. Jeanne K. Vargo, Capt, SC, USN, DoN TOC Team Leader, ASN(RD&A)ARO  703-602-5506 jvargo@ar.navy.mil

3. Karen Dunn, ODUSD(AR), 703-697-6398, dunnks@acq.osd.mil

4. RIc Sylvester, Dep Under Sec of Def (Acq Ref) sylvesr@acq.osd.mil 703-697-6399

5. Tim Smith NAWC(AD) Patuxent river smithtg@navair,navy,mil

6. Keith Zeger, Naval Sea Logistics Center, 717-605-3270, ZegerKE@navsea.navy.mil

7. Jim Kelly, ONR 22, Kellyji@onr.navy.mil, (703)696-2580

8. Lynn Mohler, BRTRC Institute, lmohler@brtrc.com, 703-205-1595

9. Geoghegan, William C.   NAVAIRSYSCOM   301 342-2347  geogheganwc@navair.navy.mil

10. Wilson, Randy, Marine Corps Systems Command, (703) 784-2427 x 5008, wilsonrd@mcsc.usmc.mil

11. Farol Clark, ANADAC, Inc., PEO TSC, clarkf@anadac.com 703-741-7363

12. Alden R. Sanborn,  Program Manager Information Spectrum Inc  (F-18C/D Kuwait Integrated Product Team)  Sanbar@ispec.com 301-866-6106 

TOC Reduction (Vision/ Mission) (Categorizer)

1. What is your vision for TOC Reduction within the DoN over the next five years?

2. To train, educate and inculcate team members in TOC and institutionalize the process

3. Greatest opportunities for cost reduction:  infrastructure--operating and support, manpower

4. Identification and ongoing review of Cost Drivers throughout the system lifecycle

5. Tailored product support

6. To meet mission goals at the lowest possible cost

7. Mission:  To Institutionalize TOC reduction to meet mission requirements at the lowest possible cost to the Service and enable us to achieve the DSAC goals.

8. Initiative:  Incentives

9. Because product support requirements will change and continue to change at an increasing rate, our product support systems need a process to continually improve.

10. Tailor industry best practices.  Use CAM-I

Road 

Question: What are the road blocks to TOC Reduction in the DoN and DoD?

1. Manpower, congressional influence in districts, and cultural, and psychological influences

2. Resistance to change

3. Infrastructure, congress

4. Up-front investment cost

5. Fear of taking a risk

6. "Follower-ship"

7. Risk aversion

8. Turnover of senior leadership allows them to be "waited out"

9. Ineffective incentive system

10. Inability to identify cost and cost drivers

11. No single DoD goal/vision

12. Means:  effective metrics

13. Congressional action to permit individual incentives that are meaningful

14. Organize differently

15. Reinterpret Title 10

16. Publicize success stories

17. No proven incentive policy

18. Lack of trust in the process

19. Color of money

20. Trained integration team to put the Sec 912 reports together

21. No visibility of cost structure to commercially offered products

Customer Survey 

Evaluation 1

Did the symposium achieve its goal of charting a future course for TOC Reduction in DoN?  What were the strengths of the vision that emerged?

1. It was a start

2. For the part of the conference I attended the symposium went a long way towards defining the issues and talking about the solutions.  There was no vision identified before I left.

3. No vision was identified before I left.  Generally covered same ground covered in the past. No real out of the box thinking.

Evaluation 2

What remains undone?  Would you like to see another symposium in a year's time?  Why or why not?

1. Mission needs to be clarified and communicated.  Another symposium would be helpful if there is communication in the meantime.

2. Future symposia need to be willing to look at the "unthinkable

3. Need to be able to challenge basic assumptions and structure.  More forward thinking. 

Evaluation 3

Were the collaboration tools well used?  What other methods do you suggest to build consensus and share ideas?

1. No.

2. The collaboration tools are a new concept for many - again it is a matter of education and communication

3. Better facilitation from face to face.

Evaluation 4

What follow-up material would you like to see from this symposium (briefs, collaboration materials, executive summary)?

1. Executive Summary

2. I'd like to receive copies of the briefings and brief out materials.

3. Briefs & Eileen's remarks.

Evaluation 5

What actions or programs would you like to see supplied by ARO to help you with TOC Reduction, either that were not mentioned in the Collaboration Sessions or that you would like to highlight?

1. None

2. None

Other Comments

1. Good forum

2. I think the symposium was a good start.  There needs to be some cross Service sharing on the same basis.  It would have been helpful to have more PMs present.
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Names
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2. John Atkins

Life Cycle Engineer

LPD-17 Total Ownership Cost Team

Avondale Shipyards Division {#26}

3. Rick Vitelli

Northrop Grumman E-2C, MRO/SS {#25}

4. Bruce Nelson

PMS 325D2 {#27}

5. harvey kipper

navsea92tm34 {#19}

6. Jerry Feinberg

IIT Research Institute

NAVMSMO Policy Initiatives

703-918-4486 {#24}

7. Anita L. Helm

Office of Under Secretary of Defense (Acquisition Reform) {#18}

8. Bonita Solarczyk

PEO DD21,  NAVSEA {#20}

9. James Stevens

Army TOCR Directorate {#22}

10. Jodi Lingan

PEOSUB, PEOSUB-C {#23}

11. NAVSEA PMS 325D2 

Organizations

1. What organizations are rpresented at this symposium?

TOC Reduction (Vision/ Mission) (Categorizer)

TOC Reduction (Vision/ Mission) (Categorizer)

1. What is your vision for TOC Reduction within the DoN over next five years?

Vision

1. TOC reductions should be continuous and innovative

2. Establish the culture and infrastructure and develop the technology to implement TOC.

3. Fully integrated process between resource sponsor, program, user (fleet)

Develop process that ensures enthusiastic participation from industry {#23}

Comment to #18.  Industry and government collaboration of shared vision for reduction of TOC across platforms. {#30}

4. Achieve the highest quality products at the lowest cost, across the entire cost spectrum

DoN as well as DoD has to knowledgeable that quality and process improvements that lead to reduction of total ownership cost -- come at a price.   This price is not always cheap for the initial investment.  But the benefits for the long term bring down cost. {#37}

Increasing use of TOC to decrease overall program costs. {#21}

5. TOC must begin up front. It should be used for most complex, expensive programs as well as ACAT II and III.

6. DoN's TOC Reduction vision is founded on budget realism in which reduction of total ownership costs have achievable, beneficial goals and objectives supporting the needs of the warfighter and the Department of Navy.

7. Would like to see TOC become a standardized practice across our command

8. To increase readiness while reducing the O&S cost.

Mission

Opportunities

1. To reverse the bleed of dollars from modernization to O&S

2. One of outputs from Strategic Studies Group XV was every ship a warship and every sailor a warrior...totally remove logistics support from ships at sea, and thereby reduce manning through the removal of logistics functions aboard ships.

The future logistics should be distributed logistics; certain functions may be more cost effective remaining on board ship, others not.  The real difficulties are developing M&S to understand the full logistics cycle and developing reasonable costing tools that can measure the advantages/disadvantages of any approach to logistics. {#36}

To reduce the size, complexity and cost of the logistics footprint. {#34}

3. Other AR initiatives such as CAIV should also be pursued.

4. Develop cohesive industry/govt team that works closely to develop initiatives for consideration

wrt #8 - agree that TOC is a function of design and without sufficient R&D funding design will not support reduced cost throughout the life of a platform/system. {#38}

Initiatives

1. Would like to see TOC cross platforms.

2. Use existing programs as pilots to test the benefits of technology in measurable increments, not whole new pilot programs.

3. Reduce Acquisition and O&S costs for all new programs and legacy systems by 20%.  This includes replacing the current infrastructure and maximizing support through industry.  This includes configuration accounting through IPDE, alternative supply support functions, ISEA functions, etc.  Also to be considered is the elimination of GFE on new acquisitions either all or in part.  Possibly the shipbuilder or Airplane manufacturer could deal directly with the PARM to avoid schedule conflicts in obtaining necessary equipment to meet schedule.  Of course, the government has to improve costing of their databases like VAMOSC and ORD so that true Business Case Analyses can be executed.

I think that any actual % number, though politically expedient, is basically just BS when we can't even estimate the costs of existing programs within 100%! {#27}

4. Determine if TOC has been used on other programs, both domestic and foreign. What are lessons learned?

5. Provide TOC training, education to all levels - especially where the ideas would originate (i.e. not just with the Program Managers or the business/financial folks)

6. Would like to see enough R&D invested to be innovative with TOC reductions.

wrt #8 - agree that TOC is a function of design and without sufficient R&D funding design will not support reduced cost throughout the life of a platform/system. {#40}

Metrics and Tools

1. Would like to see definitive "returns" on the investments being made - vice concepts on paper

2. Develop process to ensure everyone is measuring costs and reductions in the same standardized way

3. Develop better (reasonable) costing tools to estimate the cost savings accruing from Simulation Based Acquisition.

Provide tools to programs to make TOC easier to implement, to accommodate programs with smaller staffs who don't have the resources to manage TOC internally {#17}

4. Develop the integrated use of modeling and simulation across weapons systems' entire lifecycle to monitor and reduce TOC.

5. Develop coordinated approach to ensure the entire spectrum of costs are addressed.

Road Blocks 

1. What are the road blocks to TOC Reduction in the DoN and DoD?

Organizational 

1. Culture, culture, culture

2. Navy Tradition and Organization

3. Lack of vision

4. Each org will optimize (sub-optimize)  -- need Navy-wide policy and coordination

5. Too many layers of policy generators without enough implementing go-getters

6. How do we really integrate it?

7. Stovepipes

8. Services don't have grasp on baselines or realistic goals

Political

1. Maintaining high program visibility/priority over time

2. PPBS system may not be efficient to promote TOC

Agree emphatically.   The comptrollers run the navy. {#22}

3. Industry will not perceive returns for them and will, consequently, be slow to adapt.

4. Lack of believability by OSD/congress in any posited cost savings

5. Congressional prohibitions

6. The different approaches between individual program and the integration into service and DoD

7. Incentivizing industry

8. Top mgmt cyclical upsetting the initiative apple cart -no one builds on existing... just tears down

9. No consistent costing tools - industry consortia will differ from each other and from government

10. TOC will be perceived by Congress as just the latest buzzword/make work out of OSD

11. Fiefdom battles  --- no real collaboration

Rice bowls {#7}

Control issues {#21}

Conservatism {#12}

12. Seeing is believing and we can't see much yet

13. Keeping industry interested and participating

14. Lack of incentives 

Procedural

1. Submitting inaccurate budget submissions

2. Policy  & goals generated without involvement by stakeholders

3. Everyone too afraid to say to top management --won't work

4. Losing the funding when initiatives identified

5. DoD Acquisition Requirements that cost big bucks, but have zero value added to the program.  E.G., some testing requirements that cost by a factor of 4 what the design costed and do not result in a superior product.

6. Accounting systems

7. Lack of integration with PPBS

8. Lack of definitized results

Untested {#23}

9. Communications infrastructure to promote TOC, minimize stovepiping

10. Time consuming to implement

11. Inadequate measurement systems

No good existing tools to model TOC or TOC savings {#37}

Inadequate tools/mechanisms to identify, reduce risk {#45}

12. Danger of bids that are unachievable (too low)

Road Blocks (Vote)

Voting Results

Rank Order (Allow bypass)

Number of ballot items: 12

Total number of voters (N): 9

Rank Sum

85
1. Industry will not perceive returns for them and will, consequently, be slow to adapt.

74
2. Lack of believability by OSD/congress in any posited cost savings

72
3. Incentivizing industry

71
4. Fiefdom battles  --- no real collaboration

62
5. Congressional prohibitions

59
6. The different approaches between individual program and the integration into service and DoD

59
7. TOC will be perceived by Congress as just the latest buzzword/make work out of OSD

59
8. Maintaining high program visibility/priority over time

49
9. PPBS system may not be efficient to promote TOC

40
10. No consistent costing tools - industry consortia will differ from each other and from government

39
11. top mgmt cyclical upsetting the initiative apple cart -no one builds on existing... just tears down

33
12. Seeing is believing and we can't see much yet
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n

1. Industry 
0
0
3.56
1.51
9
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2
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Group consensus (1.00 = most consensus):  0.24

Ballot Items in Original Order

1. Maintaining high program visibility/priority over time

2. PPBS system may not be efficient to promote TOC

Agree emphatically.   The comptrollers run the navy. {#22}

3. Industry will not perceive returns for them and will, consequently, be slow to adapt.

4. Lack of believability by OSD/congress in any posited cost savings

5. Congressional prohibitions

6. The different approaches between individual program and the integration into service and DoD

7. incentivizing industry

8. top mgmt cyclical upsetting the initiative apple cart -no one builds on existing... just tears down

9. No consistent costing tools - industry consortia will differ from each other and from government

10. TOC will be perceived by Congress as just the latest buzzword/make work out of OSD

11. fiefdom battles  --- no real colloboration

Rice bowls {#7}

Control issues {#21}

conservatism {#12}

12. seeing is believing and we can't see much yet

Procedural Road Blocks (Vote)

Voting Results

Rank Order (Allow bypass)

Number of ballot items: 12

Total number of voters (N):  9

Rank Sum

90
1. policy  & goals generated without involvement by stakeholders

70
2. Inadequate measurement systems

69
3. Losing the funding when initiatives identified

63
4. time consuming to implement

61
5. Submitting inaccurate budget submissions

60
6. lack of integration with PPBS

57
7. everyone too afraid to say to top management --won't  work

57
8. lack of definitized results

53
9. Accounting systems

52
10. Communications infrastrucure to promote TOC, minimize stovepiping

44
11. DoD Acquisition Requirements that cost big bucks, but have Zero value added to the program.  E.G., some testing requirements that cost by a factor of 4 what the design costed and do not result in a superior product.

26
12. Danger of bids that are unachieveable (too low)

	Ballot Item
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	Rank Sum
	Mean
	STD
	n

	policy  & goals generated without involvement by stakeholder
	1
	3
	1
	3
	1
	0
	0
	0
	0
	0
	0
	0
	90
	3
	1.32
	9

	Inadequate measurement systems
	2
	1
	1
	1
	0
	0
	0
	1
	2
	1
	0
	0
	70
	5.22
	3.73
	9

	Losing the funding when initiatives identified
	0
	0
	2
	1
	2
	2
	0
	2
	0
	0
	0
	0
	69
	5.33
	1.87
	9

	time consuming to implement
	1
	0
	2
	0
	0
	2
	2
	0
	0
	1
	1
	0
	63
	6
	3.28
	9

	Submitting inaccurate budget submissions
	2
	0
	1
	1
	0
	1
	1
	0
	0
	0
	2
	1
	61
	6.22
	4.32
	9

	lack of integration with PPBS
	1
	2
	0
	1
	0
	0
	0
	1
	1
	2
	1
	0
	60
	6.33
	4.03
	9

	everyone too afraid to say to top management --won't  work
	1
	0
	0
	1
	2
	0
	2
	0
	1
	1
	0
	1
	57
	6.67
	3.35
	9

	lack of definitized results
	1
	1
	1
	0
	1
	0
	0
	1
	1
	2
	0
	1
	57
	6.67
	4
	9

	Accounting systems
	0
	0
	1
	0
	1
	2
	2
	1
	0
	1
	0
	1
	53
	7.11
	2.67
	9

	Communications infrastrucure to promote TOC, minimize stovep
	0
	1
	0
	1
	1
	1
	1
	1
	0
	0
	3
	0
	52
	7.22
	3.31
	9

	DoD Acquisition Requirements that cost big bucks, but have Z
	0
	0
	0
	0
	1
	1
	1
	1
	4
	0
	1
	0
	44
	8.11
	1.83
	9

	Danger of bids that are unachieveable (too low)
	0
	1
	0
	0
	0
	0
	0
	1
	0
	1
	1
	5
	26
	10.11
	3.33
	9


Group consensus (1.00 = most consensus):  0.23

Ballot Items in Original Order

1. Submitting inaccurate budget submissions

2. policy  & goals generated without involvement by stakeholders

3. everyone too afraid to say to top management --won't  work

4. Losing the funding when initiatives identified

5. DoD Acquisition Requirements that cost big bucks, but have Zero value added to the program.  E.G., some testing requirements that cost by a factor of 4 what the design costed and do not result in a superior product.

6. Accounting systems

7. lack of integration with PPBS

8. lack of definitized results

untested {#23}

9. Communications infrastrucure to promote TOC, minimize stovepiping

10. time consuming to implement

11. Inadequate measurement systems

No good existing tools to model TOC or TOC savings {#37}

Inadequate tools/mechanisms to identify, reduce risk {#45}

12. Danger of bids that are unachievable (too low)

TOC Symposium Day 1

GroupSystems Report
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TOC Reduction
1. What is your vision for TOC Reduction within the DoN over the next five years?

Appointment of a "KING TOC" (or QUEEN) that has overall responsibility for the DOD TOC

Government and Industry team that fully supports TOC initiatives: including design, production, contracting, and logistical support.

Vision/Perspective

1. The DoN should establish itself as the lead service in the practice of TOC reduction.

How would we define this?  What would it mean to be the lead Service in this sense?

Just as a suggestion, define it as pragmatically -- as the Service with the most momentum behind it in this area.  Arguably, DON may already be in this position. It has an institutional advantage in having and AR shop in place to provide focus.

Central TOC Leader in OSD and the Services.

This has some appeal but we tend to create these "czars" who then never go away and become bureaucracies in their own right.

2. PMs/PEOs/Resource Sponsors will need to feel comfortable that their programs/interests are safeguarded if people support TOC.

Reward programs that are successful in identifying and reducing costs.  Extra credit so when they need funding in the future, they are given special consideration. 

TOC-R would be a self-sustaining program whereby some portion of the realized savings would be used to "fuel" additional savings initiatives.

 This will prevent (hopefully) unnecessary "taxing" of programs by other organizations (ie. the SYSCOMS).  The TOC Resource pool should fund all the TOC initiatives.

3. TOC-R would be accomplished through a true partnership between gov't and industry, with each sharing of knowledge and a portion of the savings.

DON will have greater commercial similarities.  

Government and Industry team that fully supports TOC initiatives from design through logistical support.

DOD/DON infrastructure will have a closer association with commercial industry.  Leveraging from lessons learned and exploring initiatives that benefit both

4. Before we can manage, we must first understand.

To first understand TOC.  To know what it is that drives operating costs... not just by educated guess, but by some systematic verifiable, valid means.

There are too many buzzwords, like "paradigm " and "cultural change" and not enough fundamental understanding.

Agree, need easy to understand language so a common understanding can be maintained.

Actually, the need for fundamental understanding and the concept of paradigm shift probably both apply.  There was before the start of TOC efforts a fundamental understanding that emphasized performance. Now there is an emerging understanding that emphasizes RTOC. It is not surprising that during the period of change there is a lack of common understanding.

The O&S cost drivers are not the only portion of TOC process that requires understanding.

Better tools - such as activity-based costing - to understand true nature of TOC

Somewhere in our understanding of TOC we have got to understand the lifecycle for a system or platform (vessel or A/C).  Some of it should be predictable, such as overhaul cycles.  The rest is uncertanity.  You can always build growth into a platform, but the rest is uncertainty.  Part of our TOC goals should involve strategies for dealing with uncertainty.

5. Institutionalized, that is an integral part of every system's development, procurement and sustainment plans.

The process has started with the requirement to submit TOC plans.  Goals need to be more realistic.

TOC reduction needs to become part of the "normal" planning process, not a special initiative

TOC planning and execution should become fully integrated across all Navy programs.

Culture within the DoN will likely change and the idea of more direct measurement of both work and cost will evolve. 

The Requirements Generation, Acquisition Management, and PPB Systems must demonstrate integrity in the TOC process.

6. Reduce TOC by 10 % for legacy systems and 20 % for new systems after 5 years as a goal.

7. A TOC fund (pool) will be established and maintained to capture a percentage of the savings and allow for continious funding of cost initiatives.

Opportunities/Actions

1. The budgeting process will be updated to allow for establishing and managing cost reduction initiatives.  The process will need to be flexible enough to allow for shortfalls to the cost reduction initiatives.

This is a particularly good thought -- both the idea that the budgeting process will incorporate within it mechanisms for establishing and managing cost reduction and also that it will be flexible to accomodate risk and results that are other than expected.

2. Backed up by, or based on, an automated means to accurately collect and analyze actual costs. 

3. Technology refreshment and the results of moderniaztion should be a recognized feature in TOC analyses.

4. A better sense of how the requirements process affects TOC

5. Commitment and investment to integrate CBM philosophy into Navy maintenance and logistics.

6. More systematic capacity to document "lessons learned" so we don't have a proliferation of initiatives

Icorporate a mechanism to share cost saving ideas and initiatives across programs and SYSCOMs (perhaps a "lessons learned" or "best practices" database)  

7. Unitized construction technologies fully embraced and incorporated into acquisition

8. "Smart buyer" concept integrated into new acquisition processes/reliance on industry design and practices

9. Incorporate all the cost reduction initiatives under one umbrella as suggested by Mr. Blickstein. 

10. Initiatives that will be recognized as holding the most promise will be those that can achieve a positive ROI within the shortest period of time.

11. Serious investment in technology development, and implementation planning, for O&S cost issues

12. The TOC process should be definitized.  

13. Implementation and Assessment of existing TOC programs and initiatives should be brought forward and evaluated. 

Results/Metrics

1. Accepted evidence that TOC reduction initiatives are actually accomplishing something

Road Blocks

1. If budgets at Milestone II are already 20 % greater than those forecast, TOC estimates and techniques for "savings / cost avoidance"will be scrutinized more closely.

2. Evaluation of pilot programs will result in the potential for misdirection of resources.

Is this based on actual results or a fear that this may happen?

My understanding is that the intent is to use the pilot programs as a means for learning and that that will not be "evaluated" per-se.  In fact, at one R-TOC meeting it was stated that they will not have any action items.

3. The DoN will recognize that it cannot  work as a commercial enterprise.

4. Because goals are likely to remain ambivalent and technology to achieve TOC is also uncertain, both committment and progress will likely remain difficult to articulate and assess.

5. Implementaion and Assessment of existing TOC programs and initiatives should be brought forward and evaluated. 

Road Blocks

Fear

1. Evaluation of pilot programs will result in the potential for misdirection of resources.

Is this based on actual results or a fear that this may happen?

My understanding is that the intent is to use the pilot programs as a means for learning and that that will not be "evaluated" per-se.  In fact, at one R-TOC meeting it was stated that they will not have any action items.

2. Because goals are likely to remain ambivalent and technology to achieve TOC is also uncertain, both commitment and progress will likely remain difficult to articulate and assess.

3. Fear of losing $$$

4. Reducing fear of people by offering retirement/early out benefits as a result of establishing cost reduction initiatives

5. The lack of understanding and reluctance to change.

6. Cynicism (just another way to downsize)

7. Not achieve goals because of over dependence on industry to 'design-in' reliability and low operational costs

Cost

1. Up front costs

Lack of funds to pay for up front costs

2. Programs/efforts are not fully funded as is, so how can real cost savings be achieved?

Leadership

1. The DoN will recognize that it cannot work as a commercial enterprise.

2. Current legislation

3. Rice bowls; no real collaboration and sharing of information

Rice bowls: protection of

4. The DoN culture will not change sufficiently to fully integrate TOC.

5. Lack of full continuing commitment and leadership from top management

Change of administration with a new cast of leaders who have different priorities

TOC will lose support of top management.

That TOC is perceived as the flavor of the month initiative

There is a perception that that TOC-R might go away in 18 months -- at the end of the current administration.

6. Everybody has some control over important aspects of TOC but nobody is in a position to do and implement the results of tradeoffs in a coherent way.

7. Too many initiatives - hard to stay ahead

8. Providing the clear metrics, quantifying elements that support specific initiatives. 

9. Lack of leaders to make tough decisions

10. Failure of resource sponsors to coordinate among themselves or to take a corporate view

11. As was briefed this morning, TOC-R can be achieved both through redesigning product (i.e., RM&S insertion) and by redesigning process. It is very had to find somebody who is in charge of process -- it seems like everybody is.

12. Having complete by-in at all levels.

13. Without early demonstrable successes like the $200M Boeing example, TOC will spin along without any direction or result.

14. This is not the first attempt to reduce TOC.  There have been many and the field is aware of that. How do you honestly answer the question: "What is different this time?"

Integrity

1. Lack of trust

Program Managers trust that the TOC institution will do what it says.

2. Talking funds away from a program before cost reduction initiatives have been fully played out

3. Programs will not participate for a number of reasons.  No "gain-sharing", politics, I can wait them out strategy.

4. Different players have different motives.  

5. That the promise of TOC goals exceeds what can be delivered.

6. TOC is seen as another effort requiring resources/investments that overall achieves no credible result.

7. The smart programs will learn to play the system.

Process Problems

1. People are too busy to share ideas.  Staffs overworked to actually come up with good, real cost saving ideas.

2. The PPB System will not adequately incentives the PEO and PM.

3. Gathering of credible cost data

4. Thinking out of the "box".

5. Technical initiatives results will not be fully realized because of stovepipes and lack of 60% of the programs non-participation.

6. Too many activities/organizations involved that impact Navy O&S costs.  The results will be too hard to see and or the program office will not be able to influence the cost reduction initiative to the extent needed.

7. The current systems for capturing costs are disconnected from the budget process and are easy to game.

8. Reduction of indirect infrastructure costs will be difficult to allocate to program TOC reduction.

9. If budgets at Milestone II are already 20 % greater than those forecast, TOC estimates and techniques for "savings / cost avoidance" will be scrutinized more closely.

10. Inability to roll the savings back into the program that realized the savings

