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Reinvention Labs as Change Agents in The U.S. Department of Defense
      The National Performance Review (NPR) is unique among federal management reform efforts in at least two respects.  In the first place it has been remarkably tenacious.  The NPR is now in its fifth year, matching the duration of the last record holder, PPBS, and still shows no sign of abating.  Second, it relies on the initiative of front-line employees to an unprecedented degree.  Most federal reform efforts have taken the form of detailed guidance from the top, from the Congress or the President, and sometimes both.  The NPR has merely asserted a set of principles for reinventing government: putting customers first, empowering public employees to acquire and manage resources, cutting red tape, and using common sense, which it explains over and over again,1 and has then left it to front-line employees to figure out how those principles should be applied in their own organizations.
      For example, according to the NPR (Gore, 1993, p. 44), putting customers first means providing “customer services equal to the best in business,” which front-line employees  have interpreted to mean that they must identify their customers, listen to them, and give them what they want (see Barzelay, 1992; Barzelay & Moukheibir, 1997).  In the same vein, the NPR also recommends reliance on market mechanisms wherever possible and the privatization of offices and bureaus performing non-core missions.  It explains the distinction between mission and support centers -- the former deliver services directly to the American people; the latter deliver services to customers within the federal government.  It suggests that most support services can be outsourced -- whether they involve purchasing, providing office space, printing or duplicating public documents, accounting and financial services, personnel services, etc. (Gore, 1993, p. 44).   
      NPR’s grass roots reinvention efforts are concentrated in about 300 Reinvention Laboratories throughout the federal government.  Indeed, it is often asserted that the labs’ freedom from administrative rules and regulations is the lifeblood of reinvention.  Moreover, the NPR literature claims that the labs are the chief means by which a new management culture will be inculcated throughout government, especially in agencies that have been slow to embrace wholesale managerial change.  As the NPR’s John Kamensky (1997) explained: those who succeed can be promoted, made heroes and coaches, others will be given time to readjust, and roadblockers must, of course, eventually be removed so that reinvention can proceed throughout government.
      Over a third of all reinvention labs in the federal government are located in the Department of Defense (DoD).  These labs are working on all kinds of innovation: reengineering around information technology, empowering employees and customers, using the private sector to achieve public purposes, promoting internal and external competition, taking new approaches to internal management -- delegation of authority to staff, continuous improvement, Total Quality Management (TQM), self-managed teams, participatory management, greater reliance on incentives, flatter organizations, cross-training, and geographic decentralization -- all with the objective of improved consumer service and enhanced mission performance at lower cost.
      While one can identify some amazing successes among the Department of Defense’s reinvention labs,2 not all have been equally successful; many have accomplished little or nothing.3  This paper seeks to explain why some labs have been more successful and others less so.  We explore two kinds of explanations, both endogenous to the labs themselves.  First we look to lab characteristics that derive from their basic functions/missions -- characteristics that cannot be changed without altering an organization’s purpose or reason for being.  Second we look at characteristics that can be managed or, at least, influenced by lab personnel.  Finally, we identify some characteristics of the defense department that appear to be particularly inimical to managerial reform.
An Overview
      By definition, a reinvention lab is a place where experimentation takes place, where new practices, processes, and procedures are tried.  Based on self reports from the 88 (of  approximately 120) Reinvention Laboratories in the DoD that responded to a survey conducted November, 1996, sponsored by the Office of Performance Improvement and Management Reengineering, some DoD Reinvention Laboratories have accomplished much more than others.  As seen in Table 1, about 40 percent believe they have been able to make significant changes in the way they do business; another 20 percent believe they have made some changes; while the rest report that they haven’t done much. 
Table 1 about here
      For the most part, it appears that these self-assessments closely track the reported accomplishments of the individual labs.  All of those reporting significant progress also claim measurable performance improvements.  Most of those reporting some progress can point to a well formulated plan of action and, in some cases, initial positive results from their efforts.
Reinvention Laboratories vs. Reinvention Success Stories 
      Table 2 cross-tabulates the 212 reinvention successes reported in the September 1996 report, Reinventing the Department of Defense (DoD, 1996), and the success rates of reinvention labs by parent organization.  Table 2 makes it abundantly clear that reinvention has also taken place in the DoD outside of formally designated reinvention labs.  Take TQM, for example.  All Air Force units use the Malcolm Baldridge criteria to prepare self assessments for the Inspector General.  The criteria have 7 main categories: leadership, information and analysis, strategic planning, human resource development and management, process management, business results, and customer focus and satisfaction.  TQM training and awareness is now part of all Air Force education courses from basic training through the Air War College.  The Defense Logistics Agency’s (DLA) commitment to TQM may exceed even the Air Force’s.
Table 2 about here
      Nevertheless, although reinvention successes have been identified in many organizations not formally designated Reinvention Laboratories, the labs play a distinct role in the reinvention effort.  Moreover, it appears that organizations which report many reinvention successes also have a higher proportion of their labs reporting significant achievements.
Mission and Function
      Some scholars attribute the inability of governmental organizations to carry out widespread managerial reform to fundamental, inherent qualities.4  This argument comes in a variety of forms, but it has two main strains.  The first is commonly associated with the work of James Q. Wilson (1989), although it is fairly widespread (Ingraham, 1996; Mintzberg, 1996; Savoie, 1995; Hood, 1983; see, however, Borins, 1992, 1994, 1995a,b,c).  This view holds that government’s most important functions are inherently unmanageable, otherwise they could be performed quite satisfactorily by the private sector.  The second holds that carrying out the efficient functions of government necessarily gives rise to exceedingly large and complex organizations, which inevitably leads to organizational inertia (Thompson, 1967; Roberts & Wargo, 1994).  It has been further suggested that in the absence of considerable organizational slack -- i.e., the DoD’s current down sizing regime, organizational inertia will be very nearly complete in large, complex entities (Demchak, 1995 & 1996; Demchak & Rochlin, 1991).
1. Is Function Destiny?
      According to Wilson, bureaucracies are unmanageable because their jobs are inherently nonmensurable (1989: 158-171).  He argues that one must measure results and activities to manage effectively, and that, where government is concerned, it is rarely possible to measure both results and activities, and, where government’s most important functions are concerned, more often than not, neither can be measured.
      Wilson identifies four kinds of organizations based upon the mensurability of their jobs: production, craft, procedural, and coping organizations (see Figure 1).  If he is correct, it would seem to follow that labs in production organizations would be more likely to achieve significant managerial change than coping organizations; and that procedural and craft organizations should lie somewhere in between.
Figure 1 about here
      DoD Reinvention Laboratories perform a variety of functions (see Table 3).  The greatest number of DoD reinvention labs are found in the Administrative Support area.  This group includes 34 laboratories or 40 percent of the total.  Next comes logistics organizations with 21 laboratories (24 percent), etc.  Because DoD labs are classified by function, Wilson’s claims can be tested merely by using the functional classifications to reclassify labs as production, craft, procedural, or coping organizations (see Table 4).  
Table 3 about here
      It was our presumption that production organizations would achieve the greatest success, coping organizations the least, and craft and procedural organizations would be somewhere in between.  As Table 4 shows, we discern no such relationship.  As we explain later, however, it turns out that all successful labs define themselves as production organizations, but then, so do most of the unsuccessful ones.
Table 4 about here
2. Is Size Destiny?
      DoD Reinvention labs range in scale and scope from small single function offices located at a single site to large and complex multi-functional, multi-site organizations, such as the Army Forces Command.  Table 5 shows size distribution of DoD reinvention labs.  Multi-facility/multi-installation Reinvention Laboratories are designated as large; those which comprise a single facility or installation are counted as medium; and those which comprise only a portion of single facility are counted as small.
Table 5 about here
      If size and complexity makes organizations unmanageable, then we might expect to find that large labs are less likely to make significant changes in the way they operate than small ones, with medium sized labs somewhere in between.  Again, however, looking at Table 6, which cross tabulates size of lab against reported success, we see no such relationship.  Small labs are evidently not more likely to make significant changes in the way they do business than are large ones.
Table 6 about here
      This doesn’t mean that Nancy Roberts and Linda Wargo (1994) or even Chris Demchak (1995 & 1996) are wrong, any more than our previous finding means that Wilson (1989) was mistaken.  To be designated a Reinvention Laboratory, an entity must submit a proposal laying out its objectives/purposes in seeking lab designation, matching those objectives/purposes with NPR principles.  The proposal must also provide a plan of action identifying resource requirements, milestones, and performance measures, and suggest a means of reporting performance results.  Any volunteer meeting these requirements is automatically predisposed to making changes in the way they do business.  It is possible that the cases that would prove Roberts & Wargo/Demchak or Wilson correct simply never volunteer to become labs; those that volunteer may be exceptional cases.  Nevertheless, it does not appear that mission or organizational complexity necessarily dooms public sector organizations to miss the mark.
Ubiquitous Success Factors
      According to NPR doctrine managerial innovation depends on several factors that can be controlled/influenced by the reinventors themselves.  Where these factors are absent or attenuated, reinvention usually fails.  This is so regardless of the innovation’s content or the organization’s identity.  These are:
· Commitment at the top of the organization.
· A meaningful, clear vision, a set of goals, and a plan of action.
· Organization-wide understanding of the vision, goals, and plan of action.
· A sense of urgency.
· An understanding of obstacles to change and persistence in overcoming them.
· Performance measures and a willingness to learn from one’s mistakes.
· Recognition of successes and extraordinary efforts.
· Institutionalization of continuous improvement.
      To understand the relative significance of these factors we talked with representatives from more than seventy of the DoD’s labs, in most cases, several representatives, and the reinvention lab coordinators from each of the military departments and defense agencies in January of this year.  In some cases follow-up interviews were conducted this spring.
1. Committed Leadership
      Most of the lab representatives we talked to believe that solid support from senior managers is the sine qua non of reinvention.5  Representatives of successful labs consistently praised the support of top management; failures more often than not blamed their bosses.  Certainly, based on DoD’s ten most successful reinvention efforts: travel reengineering, training support, DLA’s PrimeVendor program, closed-loop recycling at the Defense Distributions Depot, Susquehanna (DDSP), supplies distribution in Korea, the Marine Corps recruit direct-deposit program, etc. (see below), we would have to conclude that this claim has considerable merit.  Unequivocal top-management support was an element common to all of these efforts.
      In some of these cases, senior leaders/commanders adopted reinvention as a personal goal.  In a few, the senior commander actually initiated the change, e.g., the Air Force Action Workout.   This is not surprising, many senior leaders/commanders in DoD see themselves as the Chief Executive Officers of their organizations.  They keep up with management theory and research and are keen to demonstrate their mastery of business practice.  Consequently, many senior leaders/commanders in DoD willingly invest the resources at their disposal in improving the performance of their organizations.
      Unfortunately, reinvention is not free.  It costs time and money and takes key people away from their day-to-day jobs.  Lacking a good reason for so doing, few bosses are likely to divert the resources needed to implement innovative, long-term projects.  In many cases, however, grass roots reinventors can exploit exigencies to win the support of top leaders.  The rising cost of dairy products and office supplies enabled Colonel Redding Hobby, USA, of the 20th Area Support Group, Taegu, Korea, to convince his commanding general to let him change supply distribution, although the system that Colonel Hobby  replaced had been in effect for over 43 years.  PrimeVendor was driven by a General Accounting Office report recommending commercialization of food supply to the military.  The recycling initiatives at DDSP were driven by environmental quality laws. 
      Reinventors evidently do need continued support from top management to overcome resistance to change.  At a minimum, this means that reinvention teams must keep bosses involved by keeping them informed.  The most successful labs have gone beyond this minimal level of involvement, however.  In some cases, they have persuaded top leaders/commanders to take ownership of the reinvention campaign and its accomplishments.  In contrast, loss of top management support usually leaves the reinventors vulnerable and, in many cases, renders their best efforts ineffectual.
      Consider, for example, the US Army Forces Command (FORSCOM), Fort McPherson Georgia.  FORSCOM was designated a Reinvention Laboratory in December 1994.  The Strategic Systems Division, reporting directly to the FORSCOM Chief of Staff and participating in command planning at the highest levels, was subsequently created to manage FORSCOM’s reinvention efforts.  As long as reinventors from the Strategic Systems Division had the support of FORSCOM’s senior leadership, their efforts prospered.  They received the resources they needed, numerous waiver requests were successfully processed, and everybody in FORSCOM wanted onto the reinvention bandwagon.  Innovation flourished.  
      However, recent personnel and organizational changes have significantly reduced the influence of the reinventors at FORSCOM.  The new head of Strategic Systems came to the organization without a commitment to reinvention.  Moreover, Strategic Systems lost its favored place in the headquarters organization.  Its chief no longer reports directly to FORSCOM’s Chief of Staff, but is six steps down in the chain of command.  Reinventors in FORSCOM no longer get the resources they want, their waiver requests often go nowhere, and nobody comes to their meetings or, more accurately, junior personnel have replaced key decision makers from the core staff elements of FORSCOM on the reinvention team.  The Strategic Systems representatives we spoke to expressed considerable frustration; a few pronounced the reinvention process at FORSCOM dead.
      We would also note that reinvention labs in DoD departments and agencies with a reputation for supporting managerial innovation -- especially the DLA, the Air Force, and the DoD Science and Technology Laboratories -- seem to be more likely to have made significant changes in the way they do business than those in DoD departments and agencies with a reputation for managerial conservatism (see Tables 1 &2 above).
2. A Clear Vision and a Plan of Action
      The second characteristic of successful reinvention teams appears to be an ability to envision a payoff and to figure out how to make it happen. The reinvention team at DDSP, for example, had a vision for conserving wood and cardboard -- 100 percent closed-loop recycling, nothing less would do.  Reinventors at the Marine Corps Recruit Depot also had a vision.  They started with a directive from DoD to use electronic funds transfer to pay active duty personnel.  But they went beyond that goal to envision a system in which Marine recruits were introduced to the world of credit cards, checking accounts, and personal financial management.
      In contrast, despite the importance of the waiver process to the reinvention effort, some working level lab representatives, especially those from the less successful labs, often complained that they didn’t even know how to request a waiver or who to contact to find out.  Most of lab representatives expressed the opinion that there was no coherent plan that they could follow that would ensure that their waiver requests were given a fair and expeditious hearing.  Instead, they seemed to disappear into “a black hole somewhere, never to reappear again.”
      We might note that this perception was evidently grounded in fact.  The DoD lacked a consistent view of what the waiver process was supposed to accomplish or an overall plan that would get them there.  Instead, each service or agency had their own procedures.  In most instances these were neither published nor widely understood.  For example, Commander Pete Dunklin, the Navy lab coordinator, noted last winter that the Navy had a draft outlining its proposed waiver policies and procedures, but he couldn’t tell the lab representatives what was in it.  He claimed that its publication had been held back owing to the lack of DoD guidance.
      The frustration caused by ambiguities surrounding the waiver process inspired some pretty radical suggestions.  For example, one lab representative called for a central agency, such as the NPR office in DoD, to be given “blanket authority to waive any government regulation that didn’t impact public health or safety.”  Another went even further, insisting that “reinvention Labs need to be free to reinvent.”  She said that the DoD should “unleash innovation, unleash creativity, by granting reinvention labs blanket waiver authority.”  “Don’t hold us accountable,” she said, “for compliance with regulations, but for reporting the waivers we’ve taken and for the consequences of our actions.”
 Subsequently, the Office of Performance Improvements and Management Reengineering was designated the single point of contact for waivers in.  A DoD waiver policy was announced April 2, 1997 and placed on the DoD reinvention web site,6 as were a grant of blanket waiver authority from the Secretary of Defense to the military departments and defense agencies7 and a standardized waiver request process.8  Moreover, the Office of Performance Improvements and Management Reengineering maintains an up to date record of the status of each and every waiver request submitted under the new process.9
3. Organization-Wide Understanding
      New ideas have to be explained and sold throughout an organization.  Selling means persuading and, because it is axiomatic that people are not persuaded by others, but must persuade themselves, selling means listening to what people have to say.  One must listen to persuade, if only because an appearance of open-mindedness and fairness on the part of the persuader encourages confidence.  Organizational change usually involves persuading the members of the organization that change is necessary and obtaining their commitment to the specifics of the change -- what, how, when, where, who, and why.  This means more than just briefing people about the plan of action or how it affects them.  Moreover, it is not sufficient for senior leaders to repeat this message many times over, although this latter may be necessary if the members of the organization are to be convinced that change is a serious priority.  
      The more successful reinvention lab representatives consistently stressed the importance of communication -- up, down, and all around.  David Whipple, of the Naval Postgraduate School (NPS), for example, stressed the importance of communicating the NPS’s vision of itself as the Navy’s corporate university to the Navy brass and the OSD, to its potential customers, and to every member of the organization.  Moreover, he claimed that the NPS’s vision and its plan of action had been successful in large part because they were not imposed from top down, but were crafted with the participation of all the members of the organization and reflected their contributions of intelligence and energy.  Another example, Admiral Leonard Vincent, head of the Defense Contract Management Command, personally briefed each of his commanding officers about the importance of the Process Orientated Contract Administration Services program (PROCAS).  Furthermore, he made a video tape that was shown to every employee of the Defense Contract Management Command, which communicated the vision, need, and strategic plan for implementing PROCAS.
      Based upon discussions with lab representatives, far too many of the reinvention labs were completely out of the loop.  Many were unaware that they had any obligation to communicate their goals or accomplishments either up or down.  For example, Commander Dunklin observed that the Charleston Naval Base had been designated a Reinvention Laboratory by the Chief of Naval Operations.  However, Dunklin said he has never heard from the Charleston Naval Base and, to the best of his knowledge, there has never been any reinvention activities performed there.  He also noted that Navy reinvention labs were supposed to submit quarterly reports on their activities, including processes improved or savings accomplished, to his office.  He hadn’t received a satisfactory report in fourteen months.
      Reinvention Laboratories are required to have access to the Internet, to have a home page on the World Wide Web, and to update the pages at least quarterly.  Several of the lab representatives confessed that they lacked access to the Internet.  Many were unaware that they were expected to construct and update a home page or report on their activities and accomplishments.  We were, in fact, unable to contact 21 of the designated labs.
      Not surprisingly, labs that were not communicating were also among the least successful.  One of the clear messages of the we heard from the lab representatives was that  a communication network was needed that would let people find out what the labs were doing (and not doing) and accomplishing (and not accomplishing).
4. A Sense of Urgency
      Revolutions are not made leisurely.  Large scale organizational change must be pushed forward by a sense of urgency -- by a need to act and act now.  Otherwise, nothing may ever get done.  As Senior Master Sergeant Dave Griffin of the Air Combat Command’s Action Workout program, one of DoD’s more successful reinvention labs explained, in order to accomplish results, his team tries to create an “atmosphere of crisis in order to prod people to seek solutions to problems that otherwise might not seem very important to them.”
      The significance of an “atmosphere of crisis” is illustrated by the example of the Army Management Engineering College (AMEC). Originally a small (150-employee) unit located in Rock Island, Ill., AMEC did just what its name implies: taught the Army's industrial engineers how to do time and motion studies, develop workload standards, and, more recently, practice Total Quality Management.  By 1989, the unit had established a reputation for expertise in the area of quality management, practicing TQM internally as well as preaching it externally to its customers. 
      When DoD training budgets fell after the end of the Cold War, the college found that it had to rely more on its customers (that is, other organizations within DoD and, increasingly, among other federal agencies) for funding.  As is often the case, harsh conditions inspired an appreciation for the urgency of change among the members of this organization.  Pulling itself up by its own socks, the college reinvented itself.  It threw out its traditional academic structure, with deans and department heads.  Instead, its faculty were reorganized into self-directed teams, reporting to an executive board.  They also assumed responsibility for marketing AMEC’s various training and consulting services, in addition to their regular teaching and research duties.
      In 1993, with the National Performance Review just getting under way, AMEC’s former head, Colonel Jack Prior, convinced his superiors in the Army Materiel Command, AMEC’s parent organization, to designate the college one of the government's first reinvention labs.
      Last winter, AMEC’s then current head, Chuck Sommer, described a vibrant, customer-focused organization, offering state-of-the-art management training and consulting to a variety of clients throughout the federal government.  Sommer reported that AMEC was almost completely self-supporting, with more than 70 percent of its operating expenses covered by revenues and announced that it was moving toward privatization as an employee-owned company, becoming the second Employee Stock Ownership Plan carried out under the auspices of the NPR (the first was Office of Personnel Management Federal Investigation Service).  As the adage says, what adversity doesn’t kill, it strengthens.
      At each stage of the process of organizational transformation, AMEC was propelled forward by the urgency of its situation.  The Army keeps threatening to shut the college down (a predicament shared by many of the reinvention labs, including all of DoD Science and Technology laboratories).  Unfortunately for AMEC, this sense of urgency was evidently not shared by others outside the college.  Shortly after its designation as a reinvention lab, AMEC requested waivers on 11 different Army and DoD regulations. One of the most critical had to do with overhead charges: Army financial management rules prohibit organizations like AMEC from charging full costs to customers.  The Army Materiel Command's general counsel advised that, that as long as the college remained on the Army's budget books, it was prohibited from paying its own way -- recovering overhead costs through fees “would constitute an illegal augmentation of appropriated funds.”  The waiver request was not granted.
      AMEC next turned to the Defense Business Operations Fund.  This $100 billion revolving fund was designed to consolidate management and accounting for business-type activities throughout DoD -- all the activities that have both customers and suppliers in DoD.  A key component of the Business Operations Fund was its use of full costs to establish fees for services provided to DoD.  Under the “unit-costing initiative” fees were supposed to reflect fully distributed average total costs, rather than direct costs as was previously the case (Thompson & Jones, 1994, pp. 86-90).  “We were one of the first volunteers for the Business Operations Fund,” Sommer said.  “Everybody else was nervous about the competitive pressures; we wanted them.”  Since the Army Materiel Command was a part of the Business Operations Fund, AMEC’s application was promptly approved.  
      Then, however, the Army Materiel Command decided to get out of the training business: “Not one of our core functions,” AMEC officials were told.  According to Sommer, this was not a matter of funding.  “We could pay our own way,” he claimed. “But we counted against Materiel Command’s personnel ceiling.”
 Consequently, the college moved in a different direction.  An Army feasibility study concluded that AMEC could survive as a privatized, self-supporting, employee-owned enterprise.  In the mean time, however, FTE caps were relaxed and the Army Materiel Command decided that the elements of the college associated with the Defense Acquisition University and the Army's School of Engineering and Logistics should remain in-house.  This meant that the feasibility study had to be done all over again.  With its completion, plans to take the college private were resumed.
 Sommer later explained that “we were sure that we were finally on our way to privatization.”  But the Army balked, this time over the cost of privatization, estimated at $1 million over three-years or about $12 thousand per faculty member per year -- including funding for Army oversight and conversion staff and a “trustee contract” similar to the one the Office of Personnel Management awarded to the Federal Investigation Service when it went private.  Shortly after we talked to Sommer, the Army decided that AMEC would be assigned to the Training and Doctrine Command and funded from direct appropriations, just as it was prior to the reinvention journey.  As for Sommer, he has left the college.
5. Understanding the Obstacles to Change and Persistence in Overcoming Them.
       There is no substitute for persistence.  Labs that demonstrated persistence and creativity usually succeeded in improving business processes.  Many of the reinventors admitted that more than a few of their ideas were unrealistic at the outset or half-baked.  In contrast, those who identified the obstacles they faced, adopted realistic plans, and were persistent in their efforts to overcome road-blocks were also much more likely to be among those reporting some or significant progress and claiming measurable performance improvements or at least initial positive results from their efforts. 
      Jerry Clemens of the Special Operations Logistics Division, Defense Distributions Depot, Susquehanna, referred to the process they used as the Plan/Do/Study/Act cycle. He said that what they needed was a “breakthrough strategy to hurdle barriers to success.”  Included among these were DLA policies, DoD rules and regulations, Presidential orders, and statutes.  Where rules and regulations were identified to be the main obstacle to change, waivers were requested.  Where statutes got in the way of achieving 100 percent closed-loop wood recycling, they looked for entirely different ways to accomplish what they were trying to do.  Clemens described this process as “thinking outside the box.”   And, finally, when it turned out that they were refurbishing a lot more pallets than they could use, the depot commander, at considerable risk to his career, decided to sell the refurbished pallets.   Without this decision, $350,000 in revenues would have been lost. 
      Joe Harris, Chairman, Training Support, Army Forces Command (FORSCOM), noted that most of the obstacles faced by his reinvention team were a lot closer to home: fear on the part of base commanders that “their installation” would lose capacity and their unwillingness to accept near term losses in return for long term gains.  This team’s solution lay in paying careful attention to their customers’ needs.  They found that most base commanders wanted “support on demand, not owned support.”  Hence, the key to this team’s success lay in a “careful assessment of what should be regionalized and what should be divested to local units, of tailoring service requirements to local needs, and of pay-back options.”
 As an example of how consistent pressure was needed to overcome cultural resistance to change, Harris cited his encounter with Army Personnel Command (PERSCOM) over the “uniform photo” that goes in every soldier’s personnel file.  PERSCOM representatives insisted that they had to have a 4x8 inch photograph.  This is a non-standard size and required specialized camera and film and, more significantly, could not be easily digitized.  When he asked why the Army had to have a 4x8 inch uniform photograph, he was told  “that is what the regulation requires.”  A careful search uncovered no such regulation.  Then, when PERSCOM representatives were apprised of that fact, they replied, “there is still a need for uniformity; that’s the way it has always been done.”  Consequently, Harris went over their heads, taking the case for digital photographs to the Army Chief of Staff.  In this instance, the reinventors won because they could point to a concrete example of a better alternative.
       Not every obstacle can be successfully overcome.  Mae DeVincentis of the Defense Personnel Support Center (DPSC) reported that, despite a lot of persistence, they have been unable to get the military departments to standardize food ordering.  The military departments want the convenience and cost savings from the new electronic system, but they do not want to standardize the way they do business.  This means that DSPC has had to create an electronic interface for each of their food ordering systems at considerable additional costs.  Electronic ordering has produced real cost savings by reducing the need for staff and storage space.  However, these gains are small potatoes compared to the advantages of one system to feed all of the military.  DeVincentis attributed the military department’s opposition to standardization to organizational culture.
      Persistence is especially critical to obtaining key waivers.  While DoD stated philosophy is that the burden of proof rests with the regulators, who must show why a waiver should not be granted, rather than on the Reinvention Laboratory to show why a waiver is needed, that is evidently not how many of the regulators see it.  The typical experience of lab representatives is that they must convince the regulators beyond a shadow of a doubt that the waiver is a good idea -- in some cases, not just for them, but the entire DoD, which misses the whole point of the lab exercise!
6. Performance Measures and a Willingness to Experiment
      The Reinvention Laboratories that have unambiguously achieved significant operational improvements or financial savings are also committed to measuring their accomplishments.  Every one of the labs reporting significant changes in the way they do business also reports that they have established one or more metrics by which their performance can be measured.
      The travel reengineering lab benchmarked DoD performance against best commercial practices.  DDSP measured their costs, cycle time, and customer service against “world class” standards.  Based on industry best practice, PrimeVendor aimed for a 40 percent reduction in service charges, inventory levels, and warehouse space from the outset.
      The Air Combat Command’s Action Workout Action Workout Team has built activity measures into every project it undertakes, spending two to three weeks on preparation and data review before they try to change anything.  The measures they use focus on cycle time and service quality -- including rework, work hours, space utilization, overproduction, transportation and conveyance, inventory, unnecessary motion, unnecessary processing, and waiting time.  Moreover, as Senior Master Sergeant Dave Griffin explained, the workout team consciously treats their efforts as experiments: “we don’t know ahead of time that we will be successful and we won’t know if were unless we have a good baseline to weigh our results against.”  He also noted that “the Action Workout’s success depends on tolerance for failures,”  and concluded that “leaders must be willing to accept failure, if processes are to improve”
      The Air Force’s 45th Space Wing Reinvention Laboratory carries trial and error learning even further.  According to Elbert E. Witt, the space command gives them an annual budget, which they are free to use as they please, as long as the net savings they find for others within the command, exceed their own budget.  Witt claims that, “we don’t pretend to find the answers to other people’s problems, they come to us with their proposed solutions.”  These proposals must include a rudimentary cost/benefit analysis as well as three possible advantages and disadvantages of the proposed change.  After evaluating the proposal on the basis of likely payback and the purpose of the experiment, the lab either accepts the proposal and/or rejects it.  Reinvention costs are treated as investments and are kept distinct from operating costs, allowing for clearer, more objective evaluation.
      We would note here that activity cost measures were especially important to many of the labs who could show unambiguous performance gains (see Thompson, forthcoming).  For example, activity costing enabled DDSP to analyze alternatives before they acted and document savings after their actions were carried out.  Clemens observed that this exercise also made them aware of wasteful operating practices -- such as using $30.00 per hour government employees to sort wood, when local civilian labor would do the job for $7.50 per hour.  Not surprisingly, the DLA and the Air Force, two of the organizations in DoD that have a history of cost analysis, have often had a leg up when it came to reinvention.
      In fact, almost all of the labs have invested in performance measurement.  The problem is that their metrics are usually based on local operating measures, collected on a statistical basis.  They can rarely if ever be verified by reference to basic transaction records that are tied in to the DoD’s standard system of accounts.  Consequently, owing to fundamental flaws in the federal government’s bookkeeping and accounting systems, far too few of the reinventors’ success stories can be substantiated by hard data.  Without this data, it is difficult to know precisely what to make of the reinvention enterprise -- although we can applaud the extraordinary efforts of the reinventors.  This is an area that definitely needs improvement.
7. Recognition of Successes and Extraordinary Efforts
      Reinvention Laboratories were supposed to empower people down in the organization to use their knowledge of the system’s workings to make things better and to publicly reward them for their efforts -- the risks they took and the contributions they made.
      The Hammer Award is one way the NPR celebrates success and rewards people for their contributions.   Organizational recognition is probably a more effective motivator, far more than anything the NPR can do for the members of the reinvention labs.  The recognition given to the Action Workout Team for outstanding performance by the Air Force’s top leadership is a very good example of what we mean.  As Senior Master Sergeant Giffen observed, attention, support, and commendation from the top inspired the team to even greater performance.
      In contrast, most lab representatives expressed frustration with the attention, support, and recognition they received for their efforts.  In the words of one, their senior leadership “wants to appear to be involved with the least possible effort.”  Many claimed that their efforts were entirely ignored or even, in a few cases, punished.
8. Continuous Improvement
      Commanders like to leave a legacy.  Moreover, as they near retirement, their interest in private-sector management practices often intensifies.  Astute reinventors have played upon these considerations to get their projects off the ground.  However, episodic performance improvement does not constitute reinvention.  As Jeffrey Goldstein of the NPR explained (1997), successful labs will not declare victory and quit after reinventing one process, but will continue on the path of change -- moving from success to success.
      That is what Colonel Hobby did in Korea: first milk, then office supplies, tomorrow, a state-of-the-art theater-level distribution system, integrating land, port and sea transportation to better support combat forces.  It is also what Jerry Clemens did in Pennsylvania, first they recycled wood, then cardboard, now they are assessing the feasibility of 100 percent closed-loop recycling at all major FORSCOM bases.
      The goal of the reinventors is to institutionalize continuous improvement by integrating it into the vision, mission, goals, plans, data measurement, and corrective action processes of elements throughout DoD.  Here, the Action Workout program is a good example of how reinvention can be integrated into the existing cycles, processes, and decision systems of a command.  The Air Force is expanding the program so that Action Workout teams can visit every unit in the Air Combat Command on a yearly basis.
      Of course, the DoD has always been characterized by islands of administrative excellence.  The problem is that these islands rarely linked up to form continents, but have all too often been overwhelmed by a rising tide of mediocrity.  One lab representative put it this way: “Mid-level managers in DoD are used to seeing new initiatives emerge on the scene almost every year; they’re like new tunes on the Hit Parade -- they reach great popularity, shine brightly for a time, then quickly fade, unnoticed by those too jaded to remember the lyrics or the melody.”
      Some of the more successful Reinvention Laboratories are already trying to figure out how to institutionalize what the have done; a few are thinking about institutionalizing continuous improvement.  Most, however, are still struggling to implement basic changes or receive waivers.  They are unable to see beyond the crisis of the moment.  This is unfortunate, but not surprising.  As former DoD Comptroller, the late Charles Hitch, used to observe: “It’s hard to remember that you are there to drain the swamp when you are up to your ass in alligators.”
   The NPR is an attempt to prevent the current management reform initiatives in DoD from fading from the charts like a fallen top forty tune.  Still, a lot more work will be required to convince DoD middle managers, let alone its rank and file, that the reinvention initiatives are more than merely the latest management fad to sweep through the organization.  Many lab representatives want deeply to believe that this is indeed the case, but even they are often dubious.
Contingent Success Factors
      The next section will discuss some of the barriers to managerial innovation we identified as a result of this effort that seem to be especially severe in the federal government, the DoD in particular and some of the steps that could be taken to remove them.  These are problems that nearly all of the lab representatives identified, whether they were successful or not.
      Most reinvention lab representatives are genuinely enthusiastic about the opportunity to do a better job, but even they are often apprehensive about the consequences of improving business processes.  Experience has taught them to duck responsibility.  Most seem to believe that reinvention threatens powerful interests -- particularly but not exclusively in DoD functional communities.  Many conclude that they are more likely to get into trouble if they instigate change than to be rewarded.  It is quite remarkable really that they nevertheless have committed themselves to reinvention.
      Numerous studies show that dedicated fanatics are needed to overcome the ambiguities, time delays, and resistance inherent in the process of large-scale organizational change.  It is unlikely that enough champions of innovation will step forward to make a noticeable difference throughout DoD if there is no payoff to doing so.   Nor will the reinventors have very many followers if support at the top of DoD and in military departments is not conspicuous, unequivocal, and emphatic.  If DoD is serious about reinvention it must recognize and reward successful reinventors.
      In well-run organizations, managers who find ways to increase productivity or performance are generally given greater responsibility and authority.  Teams that increase their performance are rewarded and given new jobs.  Managers who fail to increase productivity and performance are shunted aside or terminated.  In an environment of constraint, and the members of less productive teams are shed -- their jobs being reallocated to more productive employees.  A surprising number of lab representatives seemed to believe that they were much more likely to lose promotions or even their jobs if they increased productivity than if they did nothing.  Everyone we asked said that they actually believed that their employees were at greater risk if they increased productivity than if they did nothing!  Several talked about how their agencies punished success.  A few noted that reinvention labs were the first units of their organizations to be ‘BRACked’ (BRAC stands for Base Realignment and Closure; hence, to be BRACked means to be shutdown) 
      Of course, it is hard to show performance improvements if performance isn’t measured objectively.  It is nearly impossible to demonstrate increased productivity where unit costs aren’t accurately captured, even if the organization is fortunate to have a numerous units performing similar activities, or where appropriate financial targets have not been established.  In the short run, it might be acceptable for the DoD to take the reinventors at their word, especially where they have developed satisfactory benchmarks and reward them accordingly -- perhaps, as several of the lab representatives suggested, by allowing “labs that cause direct dollar savings ... to retain savings as an incentive to keep innovating.”  In the long run, however, the conceptual and practical shortcomings of DoD accounting and control systems will doom almost any serious attempt at wholesale reinvention to failure.
      The problem was clearly outlined by an acquisition specialist we talked to, who noted, “Acquisition Reform within DoD has made great strides in creating a new culture for program managers to execute the duties of their jobs.”  He then went on to say, “What is lacking is any visible significant financial reform -- program managers are stripped of any accountability or sense of program success through the culture and reality of the spending process, reprogramming thresholds are too low; and the system is geared for short term results, not long term success.”  “Why,” he asked, “has budget/financial reform not kept pace with acquisition reform?”  He concluded, “If you are going to preach empowerment, why not apply that concept to the spending process as well and develop new measures of success for program managers?”
      It is very hard for us to reconcile DoD financial management priorities with its needs.  In our opinion, the highest priorities of any system of accounting and control should be mission support.  Top managers in DoD should demand the installation of governance arrangements and accounting systems that align individual and organization self-interest with the public interest.  The lack of such a system affects outcomes and achievements in every area of defense policy, often profoundly.  Instead, the focus of DoD efforts are on compliance with legislative intent and fiduciary control; these are by products of a well designed accounting and control structure.
      One of the factors that militates against consistent support for reinvention efforts in the DoD is management turnover.  Several of the lab representatives complained that their bosses changed every 2-3 years.  This inhibits initiative.  As one lab representative asked: “Why start something new when chances are it will be terminated by the next change of command?”  Another representative then chimed in, saying, “We just had a change of command, 12 months into the reinvention process; the new commander does not support the new environment -- self-directed work teams -- and plans to reorganize back to old traditional hierarchical structure.”
      Management tenure also leads to short planning horizons.  According to another lab representative, the bosses he has known in DoD “are reluctant to buy-in to any change that will extend pass their tenure -- they tend to look for a quick fix.”  This propensity is explicit in the criteria used by the 45th space wing to decide which projects to tackle: projects must pay back an investment in three  years or less, the longer the duration of benefits, the higher the hurdle rate used.  This means that the investments supervised  by the 45th space wing are explicitly biased toward short-term wins and against projects with far higher net present values.10
      Moreover, as a general rule management teams in DoD do not move from assignment to assignment together.  Rather DoD management teams are frequently little more than collections of strangers.  The DoD appears to treat individual managers like interchangeable parts, to be moved around willy nilly from one slot to the next, without consideration for organizational performance or team cohesion.  There may be good and sufficient reason for this style of  personnel management where combat units and direct combat support units are concerned,11 but for the two thirds of DoD that provide support services to the war fighters, it make little or no sense.  Management turnover is especially costly to reinvention, not only because inexperienced managers tend to cling to what they know best -- rules, regulations, standard operating procedures, but also because inexperienced managers are far less likely delegate authority and responsibility.  If they don’t know their subordinates, they will not trust their subordinates’ judgment.  Moreover, if they know that they won’t have to rely on their current subordinates in the future, they are unlikely to invest in their subordinates’ development now. 
      Many of the lab representatives identified DoD waiver process as the most serious near term barrier to reinvention. We were often told that reinventors must fight through layers of bureaucracy to get waivers and that the military departments and the Office of the Secretary of Defense had unnecessarily complicated the waiver process, imposing multiple layers of review and requiring ever more onerous justifications.  As noted above, the Office of Performance Improvement and Management Reengineering has done a first rate job of responding to these concerns.  However, it would be possible to go still further.  While we would not endorse the automatic, no-fault waiver policy suggested by several of the lab representatives (i.e., the lab gives 30 days notice, at the end of which the waiver goes into effect if the responsible staff office cannot convince the department head to stop it), it might be a good idea for the Office of Performance Improvement and Management Reengineering to look more closely at how responsible agencies are performing in the regulatory waiver process.  Right now, the Office of Performance Improvement and Management Reengineering monitors each request as it wends its way through the approval process.  It might be useful if they were also to measure approval rates, customer satisfaction, and cycle times.
      Some of the lab representatives also complained about having to go to the agency that imposed the rule for relief.  As one lab representative explained, “the process to secure waivers has built in gate keepers who continue to prevent each request getting a fair hearing.”  Another put it more pungently, “we have to go to the proud parent and tell them their baby is stupid and ugly ... its no surprise that they don’t want to hear that.”  This complaint has two versions: the first is that many of these agencies suffer from a “one size fits all” mentality and, as a consequence, are simply not as forthcoming as they might be; the second is that some of  these agencies are threatened by reinvention or philosophically opposed to its basic thrust and are doing everything in their power to subvert it.  It is very hard to evaluate these claims.
      In a few cases, however, it does appear that staff offices in the military departments and OSD (e.g., the Office of Civilian Personnel Policy) use the law (e.g., veterans preference) or administration policy (e.g., the Priority Placement Program) to prevent the implementation of policies they disapprove of (e.g., the Science and Technology Laboratory Personnel Demonstration projects).  Were that not the case they should be willing to grant relief from procedural rules and regulations in exchange for results meeting the objectives of the laws or policies they purport to defend; they are not.  It is in fact fairly common for headquarters staff offices to forget that they are service centers, not mission centers, and to see the organization as means to their ends rather than the other way around.  It is a nevertheless pathological response and should be fixed.
      The “one size fits all” mentality is not really a bad thing where a reinvention lab is collocated with another entity or a higher headquarters.  In such instances, waivers create duplicate processes for the organizations that support both entities.  The solution lies in a no-fault policy that would automatically extend approved waivers to all the entities being serviced by the supporting organization, following an appropriate notice and comment period.
      Many of the lab representatives complained about their inability to get relief from mandatory “in house” sources of supply.  The Defense Finance and Accounting Service (DFAS) appeared prominently in these discussions.  Participants from the Defense Commissary Agency (DeCA), for example, noted that they are currently bound by regulation to use the Defense Transportation System for overseas transport, the Defense Information Systems Agency for communications services, and DFAS for financial services.  They noted that commercial suppliers could provide better quality service at a lower price for each of these services.  One individual asserted that “substituting commercial suppliers for in-house service providers would reduce DeCA’s total operating costs by three percent.”
      These rules need closer attention, perhaps.  Clearly the waiver approval process ought not go through in-house suppliers where mandatory in-house supply rules are concerned.  However, allowing reinvention labs to purchase services elsewhere could in a number of instances damage combat readiness or unnecessarily raise costs to captive purchasers.  In this instance the problem seems to be a consequence of the prices charged by in-house suppliers.  The standard internal transfer pricing rule where suppliers are not permitted to refuse service and customers are not permitted to go elsewhere is whichever is less, market price or cost -- not whichever is more (Anthony & Govindarajan, 1998: Chapter 6; Thompson, forthcoming).  If there is a difference, it should be charged to the policy that necessitated the mandatory rule in the first place or to general overhead -- in which case the rule would likely get the scrutiny it deserves.
      Finally, we would note one last barrier to wholesale reinvention within DoD.  We were repeatedly struck by the squeamishness of even committed reinventors within DoD to shedding employees.   They seemed to be genuinely averse to people losing jobs as a result of their efforts, even if those jobs are somewhere else in the organization.  Of course, large scale productivity improvement in DoD depends upon the elimination of hundreds of thousands of jobs.
      The source of their squeamishness is not clear to us.  Perhaps, a few naively believe that supporting low productivity jobs in DoD will somehow lead to higher total employment levels in the US, but this view cannot possibly be widespread.   It seems more likely that it reflects a legitimate concern with the dislocation experienced by DoD employees who lose their jobs.   If this sentiment reflects a sincere desire to minimize the transition costs to the affected employees, it should be understood that the best way to minimize those costs would be to shed jobs as quickly as possible, because rarely if ever have there been as many attractive employment opportunities in the private sector as there are right now.
      Regardless of the source of this sentiment, if reinvention is going to have more than symbolic value, it will have to be changed.  The DoD must shed employees.  It would be much better for everyone concerned if the positions that are lost are those that are less productive.
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1 The original National Performance Review (NPR) report, From Red Tape to Results, was issued in September 1993, and it was accompanied by 33 reports that amplify and clarify the NPR vision.  Taken together these reports total more than 1,900 pages and take up six inches on the bookshelf.  They focus on changing the culture of the federal bureaucracy (Improving Customer Service, Creating Quality Leadership and Management, Transforming Organizational Structures, and Streamlining Management Control), reinventing processes and systems (Reinventing Human Services Man agement, Mission-Driven, Results-Oriented Budgeting, Improving Financial Management, Reinventing Federal Procurement, Rethinking Program Design, and Reengineering through Information Technology), restructuring relationships between the federal government and the states and the private sector, and individual agencies. The NPR office has also published three yearly updates, most recently, The Best Kept Secrets in Government, released September 1996 and The Blair House Papers, released in January 1997, recommitting the Clinton Administration to reinvention during its second term of office. 
2 For example, when Wal-Mart corporation benchmarked its pharmacies’ prescription processing time against the best in the business. it found that the best was the pharmacy at MacDill Air Force Base, Tampa, Florida, which filled 95 percent of its 4,000 to 6,000 prescriptions each day in less than 5 minutes (Gore, 1995, p. 83).  Incorporation of a state-of-the-art inventory system and performance measurement of workload, wait time, and error rate performed by one of the Air Force’s reinvention labs, the Action Workout Team, led to world-class customer service (DoD, 1996; Osborne & Gaebler, 1992).
3 The data collected for this report were gathered from telephone surveys conducted with managers of Reinvention Laboratories followed by telephone and e-mail surveys.  These are self-reported results and of course there is a potential for a bias to report positive results due to organizational and/or political pressures.  However, in many cases respondents were quite willing to report failures and cite problems associated with their reinvention efforts. 
4 Others attribute the situation primarily to exogenous factors -- to multiple agents, the political process itself, the checks and balances inherent to the American political process, etc.  Clearly, however, these factors cannot explain the success of some labs and the failure of others.  It is axiomatic that variables which don’t vary cannot explain any variance. 
5  There is little evidence that reinvention has been taken seriously by DoD executives, either civilian or military.  One exception to this observation is the commitment made by former DoD Comptroller and now Deputy Secretary of Defense John J. Hamre, who promised Vice President Gore in August 1997 to convert DoD acquisition and contracting to a “paperless” system before the year 2000.
6 http://www.dtic.dla.mil/npr/2apr97.html
7 http://www.dtic.dla.mil/npr/wavlab.html
8 http://www.dtic.dla.mil/npr/tab2.html
9 http://www.dtic.dla.mil/npr/newwave.html
10 Of course, this problem could mitigated if operating managers were held responsible for meeting appropriate financial targets, including responsibility for covering the cost of the capitol, both working and fixed, their entities use (see Anthony & Govindarajan. 1998: Chapter 7; Thompson, forthcoming).  
11 The logic behind frequent management turnover is that it reinforces standardization across the military forces, which makes it easier for diverse units to work together and increases the robustness of individual units against damage -- one merely has to replace the damaged parts and the unit is as good as new.  However, several very successful military forces -- the Israeli armed forces, for example, or the German army -- practice a very different philosophy on the assumption that such units can be good as new only if they were not very good to start with.  Moreover, the tradition of frequent command turnover in the American armed forces had its origins, not in an attempt to enhance mission capabilities, but in the desire of civilian authorities to crush the entrenched political power of the military bureaucracies and to break up alliances between the military bureaus and congressional subcommittees (Huntington, 1961, PP. 311-312).
