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HEARING TO RECEIVE TESTIMONY ON BUSI-
NESS TRANSFORMATION AND FINANCIAL 
MANAGEMENT AT THE DEPARTMENT OF 
DEFENSE 

Thursday, February 7, 2008 

U.S. SENATE 
SUBCOMMITTEE ON READINESS AND MANAGEMENT 

SUPPORT 
COMMITTEE ON ARMED SERVICES 

Washington, DC. 
The subcommittee met, pursuant to notice, at 2:33 p.m. in Room 

SR–222, Russell Senate Office Building, Hon. Daniel K. Akaka, 
chairman of the subcommittee, presiding. 

Members Present: Senators Akaka [presiding] and Thune. 
Committee staff members present: None. 
Majority staff members present: Peter K. Levine, General Coun-

sel, Michael J. McCord, Professional Staff Member, and William K. 
Sutey, Professional Staff Member. 

Minority staff members present: Gregory T. Kiley, Professional 
Staff Member, and Lucian L. Niemeyer, Professional Staff Member. 

Staff assistants present: Benjamin L. Rubin and Brian F. Sebold. 
Committee members’ assistants present: Bonni Berge, assistant 

to Senator Akaka, Dahlia Reed, assistant to Senator Bayh, and 
Stephen C. Hedger, assistant to Senator McCaskill. 

OPENING 

STATEMENT OF HON. DANIEL K. AKAKA, U.S. 

SENATOR FROM HAWAII 
Senator AKAKA. The Readiness Subcommittee will come to order, 

and meets today to address the issues of business transformation 
and financial management at the Department of Defense. 

For as long as I’ve been serving on this committee, we have been 
working to address this issue. This has been an entirely bipartisan 
effort in which I have been joined, first, by Senator Inhofe—and 
we’ve served well together—and then by Senator Ensign—and 
we’ve served well together—and now with Senator Thune. And I 
want you to know that we stand together on this issue, because we 
know that, without timely, accurate financial information, our sen-
ior military and civilian leaders will continue to be severely handi-
capped in making day-to-day management decisions and ensuring 
that taxpayer dollars are well spent. 
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I am pleased to have the comptroller general here with us today, 
because the Government Accountability Office has played an—let 
me use the word—invaluable role in advising both Congress and 
the Department of Defense in what we need to do to make progress 
on this issue. And I want to say, also, that I’ve worked with the 
comptroller general over the years, we’ve worked well, and we’ve 
worked on what we call ‘‘high-risk areas,’’ and continue to do that. 
And this is one of those areas. 

I also am pleased to see Paul Brinkley, who has made a tremen-
dous contribution to the business transformation effort during his 
time at the Department of Defense. 

Over the last 4 years, the senior leadership at the Department 
of Defense has demonstrated a commitment to business systems 
modernization by establishing a Defense Systems Management 
Committee, a Business Transformation Agency, and a new fed-
erated architecture for the Department’s defense system. The es-
tablishment of chief management officers for the Department of 
Defense in each of the military departments, in accordance with 
Section 904 of the National Defense Authorization Act for fiscal 
year 2008, would—should further advance this effort. 

Despite these signs of progress, we still have a long way to go. 
I remain gravely concerned that the military departments have not 
yet followed DOD’s lead in establishing new governance structures 
to address business transformation, have not yet developed com-
prehensive enterprise architectures and transition plans that plug 
into DOD’s federated architecture in a manner that meets statu-
tory requirements; and, instead, continue to rely upon old stovepipe 
structures to implement piecemeal reforms. The establishments of 
chief management officers for the military departments may help 
address these problems, but will not, alone, be enough. 

The last time we had a transition from one administration to an-
other, we started, from scratch, on business modernization, throw-
ing years of hard work out the window. The Department then 
floundered for the better part of 4 years before finding the more 
promising road that we are now on. 

I look forward to working with Senator Thune and the Depart-
ment of Defense to ensure that, regardless of who our next Presi-
dent may be, the Department’s business modernization efforts do 
not skip a beat in the next transition between administrations. 

Senator Thune, your statement? 

STATEMENT OF HON. JOHN THUNE, U.S. SENATOR FROM 
SOUTH DAKOTA 

Senator THUNE. Thank you, Mr. Chairman. And I appreciate you 
calling this hearing. 

I look forward to helping build on the record of strong bipartisan 
oversight that this subcommittee created during the last 5 years 
over financial management reform efforts at the Department of De-
fense. The goal is to—of reform—is to provide timely, accurate fi-
nancial information to our senior military and civilian leaders in 
order for them to make sound day-to-day management decisions. 
The importance of this goal cannot be understated. Ensuring the 
taxpayers’ dollars are well spent is all our responsibility; in a time 
of war, it’s even more so. Every dollar wasted is one dollar—one 
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less dollar for armored vehicles, one less dollar for body armor, one 
less dollar for ammunition, or one less dollar for medical supplies. 
And it’s important that we not forget that. 

Reviewing the record of this subcommittee and the Government 
Accountability Office’s oversight, progress has been made on the 
Office of Secretary of Defense level. I want to thank, Mr. Walker, 
you and your staff for your continued engagement on this vital 
topic. I also would like to recognize the efforts of Mr. Brinkley and 
the staff of the Business Transformation Agency for their continued 
commitment to business systems modernization within the Depart-
ment. 

Sadly, not all the news, as you noted, Mr. Chairman, is good. At 
the service level, much still needs to be done. A little over a year 
ago, this subcommittee held its last financial management hearing, 
focusing on the lack of progress within the military departments in 
developing business systems architectures and fielding modern 
business systems. To our knowledge, the services have not followed 
OSD’s lead in developing new government structures to better ad-
dress business transformation, nor have they developed detailed 
comprehensive enterprise architectures and transition plans that 
fit into OSD’s federated structure. 

It appears little progress has been made over the past years, and 
this is troubling. I understand that people move on in government 
service. Administrations come and administrations go, and that 
changeover can be a positive thing, but the continued lack of ac-
countability, the multiple plans for change over the years that are 
never implemented, and the hundreds of millions of dollars wasted 
is a disservice to the American taxpayer. They deserve better. 

Senator Akaka and I remain committed to continuing these hear-
ings, and continuing on the path to—of reform upon which we are 
currently traveling. 

And, on a positive note, I would like to recognize the contribution 
of Ellsworth Air Force Base, in my home State of South Dakota, 
towards the financial reform within the Air Force. A new Air Force 
Financial Services Center opened this—just this past October at 
Ellsworth Air Force Base. It will transform most of the military 
and travel pay operations of the Air Force by centralizing trans-
actions from 93 bases into one centralized location. The opening of 
the Air Force Financial Services Center will improve the effective-
ness and efficiency of the Air Force financial services and customer 
service. 

I look forward to hosting Secretary Gibson in the near future, 
when he comes to visit, and we hope to see more of this sort of 
positive progress in the coming year. 

So, Mr. Chairman, again, thank you for taking time to hold the 
hearing today, and I appreciate, very much, those who are appear-
ing before the subcommittee. And we welcome your testimony and 
look forward to having you respond to some of the questions that 
we have prepared for you. 

Thank you, Mr. Chairman. 
Senator AKAKA. Thank you. Thank you very much, Senator 

Thune, for your statement. 
And now we have our panel. And let me introduce them: The 

Honorable David M. Walker, who’s Comptroller General of the 
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United States; Paul A. Brinkley, Deputy Under Secretary of De-
fense for Business Transformation; Mr. Peter E. Kunkel, Principal 
Deputy assistant Secretary of the Army for Financial Management 
and Comptroller; Honorable Douglas A Brook, assistant Secretary 
of the Navy for Financial Management and Comptroller; and John 
H. Gibson, assistant Secretary of the Air Force for Financial Man-
agement and Comptroller. 

Welcome, to all of you. And I’d like to ask the comptroller general 
to begin. 

STATEMENT OF HON. DAVID M. WALKER, COMPTROLLER 
GENERAL OF THE UNITED STATES 

Mr. Walker: Chairman Akaka, Senator Thune, thank you for the 
opportunity to come back for this regular 6-month update on where 
things stand on business transformation within the Department. 

I’ve submitted a statement for the record. I assume that you will 
enter it into the record, and I’ll just move to summarize the high-
lights now, if that’s okay with you. 

Senator AKAKA. Your statements—all of your statements will be 
included in the record. 

Mr. Walker: Thank you. 
I would first like to commend this subcommittee for its continued 

efforts over a number of years, and hopefully it will continue in the 
future. And, I agree, this is a nonpartisan issue, this is about good 
government. This is economy, efficiency, and effectiveness, and that 
doesn’t have a party label. 

Let me say, at the outset, in my opinion significant progress has 
been made in the last 2 to 3 years at the OSD level, and I think 
that needs to be acknowledged. We have a number of people that 
have dedicated significant time and effort, and it’s been evident, 
and it’s achieved results at the OSD level. That has not, however, 
been replicated at the military department level, and that’s the 
reason we are here today. 

Within the last 6 months, there have been several key events. I’ll 
mention just a few. 

You mentioned, Mr. Chairman, the National Defense Authoriza-
tion Act, which included a statutory requirement for the Depart-
ment to have a strategic and integrated business transformation 
plan, which we had advocated for some time. It also created a dep-
uty CMO and a CMO in each of the military departments. 

Furthermore, through the Department of Defense’s own efforts, 
a number of significant items occurred during the last 6 months. 
The—in financial management, they have moved, under their FIAR 
Plan, which is their audit plan, from a line-item approach to a seg-
ment approach, which is consistent with GAO’s recommendation 
and makes a lot more sense. They’ve made some progress on stand-
ardizing data across the Department, although much more needs 
to be done. And they also are creating more emphasis on real suc-
cess in financial management, which is not to achieve a clean opin-
ion on your financial statements; that’s—that should come after 
you achieve the basics. And the basics are: timely, accurate, useful, 
and used financial and other management information to make in-
formed decisions on a day- to-day basis. That’s, ultimately, what 
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you need. And you need that first. And they are refocusing on that 
fundamental need. 

In the information technology area, they’ve issued their 6-month 
update on the enterprise architecture and the enterprise trans-
formation plan. But, in summary, what I would say is, significant 
progress has been made at the enterprise level, but that has not 
been replicated at the military department level, which is why 
we’re here today. And my two major concerns, at this point in time, 
are, (a) to accelerate progress at the military department level, and 
(b) which applies both at the enterprisewide and the military de-
partment level, concerns with regard to the changeover that we 
know is before us in January in this next year, whoever wins the 
presidential election, and the fact that there is not going to be—
it doesn’t appear that there is going to be a reasonable degree of 
continuity on some of these key positions. Obviously, we’ve got ca-
reer officials that are there, and I’d be interested in knowing what’s 
been done by the Department to try to provide some continuity 
through that vantage point. 

But, I would note, one of the things that we’ve talked about be-
fore, Mr. Chairman and Senator Thune, is that, in our view, the 
chief operating officer, or chief management official, department-
wide, needs to be a term appointment, because that’s the only way 
that you’re going to provide continuity within and between admin-
istrations. And, while that person might need to be politically ac-
ceptable, they shouldn’t be—you know, they shouldn’t be primarily 
chosen for political considerations, they need to be a professional 
who can end up helping to run and achieve business trans-
formation success for the largest, most complex, and most impor-
tant entities on the face of the Earth, Department of Defense. 

We are fortunate today in having Deputy Secretary Gordon Eng-
land, who’s an extraordinary individual, and he clearly is the kind 
of person that we need to have that type of role. But, there is no 
guarantees whatsoever, absent statutory qualification requirements 
and other actions, that that will continue. 

Thank you, Mr. Chairman. [The prepared statement of Mr. 
Walker follows:] 

Senator AKAKA. Thank you very much, General Walker. 
Secretary Brinkley? 

STATEMENT OF PAUL A. BRINKLEY, DEPUTY UNDER 
SECRETARY OF DEFENSE FOR BUSINESS TRANSFORMATION 

Mr. Brinkley: Chairman Akaka, Senator Thune, it’s a great 
honor to be here today. I, also, will keep my remarks brief, given 
my statement’s been entered for the record. 

I want to express gratitude to the committee and to General 
Walker for the ongoing direction, passion, leadership, interest 
that’s been provided for the past several years on this topic. I also 
want to express gratitude for the acknowledgment we’ve already 
heard today of the progress that’s been made. I think, too often, 
we’re all focused on continuous improvement and making things 
better, but it is equally important that we pause once in a while 
and reflect, in government, on the good things that we do. This 
builds confidence in the organizations, that we can achieve great 
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things in government, and I appreciate the feedback that we’ve al-
ready received today. 

Comptroller General Walker has been a steadfast and extremely 
engaged observer of our efforts in the Department of Defense. He 
and his staff continue to provide a great amount of stimulus to our 
efforts, in terms of continuous improvement; and, for that, we con-
tinue to be grateful, and we’re thankful for his positive and nega-
tive feedback, which he provides with great regularity. 

The—I will focus on a couple of areas that I think are worthy of 
reiteration before I turn over to my colleagues. Specifically—and it 
has been mentioned today—we have made significant progress in 
the Department in recognizing two things. And even some of the 
terms that have been used here today, terms like ‘‘federated,’’ 
terms like ‘‘accountability,’’ ‘‘structure’’—align to the Title 10 legal 
structures that are in place for how we train, equip and support 
our Armed Forces. We have recognized, and put in place, govern-
ance processes and structures that have leveraged those legal 
structures, as opposed to try to conflict with them. 

But, the other thing I will say, that I know my colleagues here 
with me today share, is a great passion for introducing into govern-
ment and into DOD, the things that we take for granted in private 
life, in the Internet Age, is, just, people today. We are accustomed 
to fingertip access to information that informs decisions in all 
walks of our life. We go home, we bank online, we buy online, we 
demand instantaneous access to information online, and then we 
come back to work in government, and, too often, because of our 
legacy systems and our stovepipes and our processes, we don’t have 
that access. 

And, certainly for us, the most important customers we seek to 
satisfy are in the desert today, in places like Afghanistan and Iraq, 
and they certainly deserve the same access to information to in-
form their decisionmaking that we take for granted in daily life. So, 
our shared objective I to introduce and to ensure that our informa-
tion environment in the Department of Defense provides that sort 
of speed, agility, and transparency to our decisionmaking, and 
we’re making progress at that, and progress remains to be made. 

Some specific points I will emphasize: We have defined data 
standards for our financial information in the Department of De-
fense. Under the leadership of Comptroller Tina Jonas, significant 
progress has been made in standardizing our accounting. Just sim-
ple things, how we account for in formation, how we account for the 
dollars that the taxpayer invests in defense. We have standardized 
our transaction codes, our accounting codes, and those are being 
fielded at systems at the Department level and in the services, and 
that took a significant amount of effort. 

Some systems that have been poster-children for hearings and 
GAO audits, the Defense Travel System; programs that are about 
to field, like the DIMHRS system, for personnel pay, such a critical 
area, to provide uniform access to our talent in the Department, 
ensuring also that they are paid in a timely way, whether they’re 
Guard, Reserve, or Active Duty. That system will begin to field, 
this year, and that may—represents major progress for the Depart-
ment of Defense. 
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I’ll also emphasize our direct support to the warfighter. The De-
partment fielded a system, a year ago, to enable our contracting in 
Iraq and Afghanistan to be transparent and to facilitate economic 
development in those critical areas. The Joint Contingency Con-
tracting System today has over 1,000 active users in theater, thou-
sands of companies have been registered in Afghanistan and in 
Iraq, hundreds of millions of dollars in contracts are now being 
awarded in a way that stimulates economic growth in those areas, 
and that’s a direct result of the work that’s taken place in the busi-
ness transformation effort. 

We have not limited out efforts to systems. We have fielded and 
put in place a Lean Six Sigma continuous process improvement 
team—this is driving world-class business transformation practices 
at the Department of Defense and is focused, even at the Federal 
level now, on re-engineering the Federal security clearance process, 
in collaboration with the Office of Management and Budget, Office 
of Personnel Management, and other organizations; teamworking 
on detaining operations and how to make that work more effi-
ciently for our Federal Government at such a critical time in na-
tional security; assessing our secondary defense agencies and their 
financial practices, and ensuring that those secondary defense 
agencies have world-class systems and access to information to en-
able their decisionmaking to be more efficient. And I’ve already 
mentioned our efforts in support of the warfighter, including our 
task force, fielded in Iraq today, working on economic development 
in a broad way in support of Multinational Force-Iraq. 

I do have a couple of announcements to make. We did announce, 
recently, the appointment of David Fisher, who comes to us, with 
a Silicon Valley background, as the director of the Business Trans-
formation Agency. But, I’m pleased, today—and, again, this is in 
direct response to a longstanding area of passion for General Walk-
er—the appointment of Elizabeth McGrath as the first performance 
improvement officer for the Department of Defense. Beth is my 
principal deputy. She is a career leader. She represents what I be-
lieve is the best of government. We have brought in world-class tal-
ent from outside of government, and melded it with world-class tal-
ent from inside government. Beth will be part of the critical group 
of resources—human resources who must carry forward, in this 
transition of administrations, our effort. Deputy Secretary England 
signed a memo recently, appointing her to this position. She is with 
us today, and we look forward to her leadership in this transition 
as the first performance improvement officer for the Department of 
Defense. 

With that, I will turn over to my colleagues, and thank you for 
your time. [The prepared statement of Mr. Brinkley follows:] 

Senator AKAKA. Thank you very much, Secretary Brinkley. 
And now Secretary Kunkel. 

STATEMENT OF PETER E. KUNKEL, PRINCIPAL DEPUTY AS-
SISTANT SECRETARY OF THE ARMY FOR FINANCIAL MAN-
AGEMENT AND COMPTROLLER 

Mr. Kunkel: Chairman Akaka, Senator Thune, my name is Peter 
Kunkel, and I’m the Principal Deputy assistant Secretary of the 
Army for financial management and comptroller. 
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Thanks for this opportunity to address the Army’s business sys-
tems modernization and financial management accountability re-
sults. My statement for the recorded addresses a variety of finan-
cial management improvement efforts, but I’ll focus my efforts—my 
comments today on four achievements since the last hearing, in 
November 2006, and three improvements planned for this year. 

First, in November 2006 we reported that the General Fund En-
terprise System, GFEBS, completed a successful technology dem-
onstration, and we committed to completing the full GFEBS blue-
print by May of 2007. This blueprint guides software development, 
and identifies additional opportunities for business process im-
provements. The GFEBS blueprint is complete. Furthermore, we 
have increased the number of systems marked for retirement, once 
GFEBS is implemented, from the 97—beg your pardon—from the 
87 reported in November 2006 to 90 today. 

Second, since November 2006, the Army has significantly in-
creased the amount of business transacted via electronic commerce. 
For example, electronic processing of travel claims grew 44 percent; 
and electronic invoicing, 150 percent. Furthermore, we support the 
Treasury and the Federal Reserve Bank—with support from the 
Treasury and the Federal Reserve Bank, we have completed de-
ployment of stored-value card technology in Iraq and in Afghani-
stan, resulting in a 70-percent reduction in cash payments, and 
nearly $630 million transferred via electronic transfer. 

Third, in November 2006 the Army Corps of Engineers submitted 
its fiscal year 2006 civil works financial statements to the Depart-
ment of Defense inspector general. The audit work is now complete, 
and we expect to receive a formal—we expect to receive, formally, 
a qualified opinion, this March. Qualification concerns treatment of 
certain assets balances for property acquired prior to 1998, but, 
based on corrective actions implemented, we are confident that the 
qualification will be removed, enabling an unqualified opinion for 
the fiscal year 2007 statements. 

And it’s important to note this achievement. The Army Corps of 
Engineers receives nearly $6 billion in annual civil works appro-
priations, and manages nearly $40 billion in total assets, making 
it one of the largest executive- branch entities to receive a favor-
able audit opinion. 

Fourth, over the past year, we have been engaged in an effort to 
improve supply-chain management, and, in June, successfully im-
plemented the so-called Funds Control Module. The Funds Control 
Module is a bridge between unit-level logistics and the Army finan-
cial system. This Federal Financial Management Improvement Act 
compliance system verifies funds availability and provides realtime, 
auditable asset accountability for the $20 billion expended annually 
by the Army for supplies and equipment. 

I’d now like to describe three financial management efforts un-
derway within the Army in 2008. 

First, we are collaborating with the Business Transformation 
Agency to pilot electronic funds transfer to Iraqi vendors through 
the Commanders’ Emergency Response Program. If successful, we 
will expand electronic payments to boost the nascent Iraqi banking 
infrastructure and reduce the need for cash in a deployed environ-
ment. 
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Second, in another example of collaboration with the Business 
Transformation Agency, we look forward to completing the first of 
five testing phases in the—on the Defense Integrated Military 
Human Resources System, or DIMHRS. Progress in this first phase 
is positive, and indicates that we will achieve successful deploy-
ment, this November. The Army fully resourced DIMHRS require-
ments in the fiscal year 2008 and 2009 budgets to ensure that 
DIMHRS progress stays on track. 

Third, we’ve started to build GFEBS increment 2, which will de-
ploy to installation management activities at Fort Jackson in No-
vember of this year. Increment 2 fully complies with the most cur-
rent version of the Business Transformation Agency’s business en-
terprise architecture and the DOD standard financial information 
structure, ensuring interoperability across all business domains. 
GFEBS is also fully resourced in fiscal year 2008 and 2009. 

Mr. Chairman, I want to thank you and the committee for hold-
ing this hearing, and I’d like to emphasize that the Army shares 
your objective of sustaining the concurrent—the existing momen-
tum into the next administration. With Congress’s continued sup-
port and stable funding for our programs, the BTA’s leadership, 
and oversight within the Army, we will improve our business sys-
tems and practices. We’re thoroughly committed to this effort, and 
I look forward to your questions. [The prepared statement of Mr. 
Kunkel follows:] 

Senator AKAKA. Thank you very much, Secretary Kunkel. 
Now we’ll hear from Secretary Brook. 

STATEMENT OF HON. DOUGLAS A. BROOK, ASSISTANT SEC-
RETARY OF THE NAVY FOR FINANCIAL MANAGEMENT AND 
COMPTROLLER 

Mr. Brook: Mr. Chairman, thank you very much—Mr. Chairman 
and Senator Thune. Thank you for inviting us here today to discuss 
our respective services’ progress in transforming our business proc-
esses. 

The Department of the Navy has made progress, I believe, but 
there is still much work ahead of us. For example, the Navy is im-
plementing a major ERP application with 14,000 users online today 
at nine sites, and plans to have 10,000 more online by the end of 
this year. But, this implementation is not yet fully accomplished, 
and there are issues remaining to be addressed. 

Second, the Marine Corps is well positioned to achieve a favor-
able audit opinion of at least one financial statement by the end 
of this year, but we have not achieved auditability, and there is ad-
ditional work to do. 

The Navy has established, and is executing, an oversight process 
that conforms with the investment review criteria first mandated 
by Congress in the Defense Authorization Act of 2005. Our trans-
formation activities are subject to oversight by the Defense Busi-
ness Systems and Management Committee. We do not have a gov-
ernance structure for transformation that mirrors that of OSD. 

The Government Accountability Office has offered recommenda-
tions for process changes and organization changes, and the Con-
gress has included provisions, in the last several Defense Author-
ization Acts, that align with those recommendations. The Depart-
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ment of the Navy understands these recommendations, we under-
stand the provisions of law, and we continue to make progress to-
ward improving the business of the Navy and the Marine Corps. 

One of the recent criticisms by GAO of DOD’s approach to busi-
ness transformation was a perceived overemphasis on systems, per-
haps at the expense of other aspects of transformation. So, let me, 
accordingly, broaden the picture of business transformation in the 
Department of the Navy, beyond systems. 

In 2002, the chief of naval operations laid out the Sea Power 21 
Vision that included a business transformation element, known 
then as Sea Enterprise. The goal of Sea Enterprise was cost-con-
sciousness, to find more efficient ways of doing the Navy’s business. 
Since then, the program has matured into Navy Enterprise. Con-
ceptually viewing the Navy as a matrix of support providers and 
combat capability providers, Navy Enterprise is looking beyond tra-
ditional functional and organizational stovepipes, and, instead of 
mission at any cost, Navy Enterprise is seeking readiness at the 
right cost. In my mind, this represents a cultural transformation 
that involves systems-syncing with an eye on business functions, 
while still ensuring operational needs are met. 

Discipline, documented, and controlled processes are the hall-
mark of our Nation’s maritime force. They are what make us effec-
tive at sea and in expeditionary maneuvers ashore. Such thinking 
has not always consistently translated into the business environ-
ment, but I believe there is evidence that that tide is turning. The 
Secretary of the Navy challenged the Department to achieve great-
er efficiency, and the Department responded by adopting Lean Six 
Sigma as the best-practice tool of choice. Thousands of projects, 
large and small, have been conducted, with positive results. 

On the financial management side, the Department’s Financial 
Statement Audit Readiness Plan has identified areas where en-
hanced internal controls and better-defined business processes can 
support audit readiness. These improvements in internal controls 
are consistent OMB Circular A–123 and are clearly in line with the 
spirit of the 2006 and 2007 Defense Authorization Acts. 

The Department is not only working to create a culture and atti-
tude of business transformation, it is dedicated to aligning its ef-
forts with DOD. Navy’s financial improvement program integrates 
with DOD’s Financial Improvement and Audit Readiness Plan, and 
we work closely with the OSD comptroller and other military serv-
ices to better align our processes and internal control improvement 
efforts with the broader DOD business transformation plans. 

The Department of the Navy embraces DOD’s federated concept 
of tiered accountability. This federated approach requires that 
enterprisewide systems are used for enterprisewide functions, and 
that they adhere to DOD-wide standards, but also recognize the 
unique needs of the component in support of their Title 10 require-
ments. 

The Navy believes it has partnered well with the Business 
Transformation Agency; most recently and most specifically, in re-
viewing and validating Navy’s ERP processes. 

Finally, in terms of organization, the Navy’s Business Trans-
formation Council was chartered in 2006 to bring senior executive 
leadership to bear on business transformation issues and to provide 
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enterprisewide policy direction and execution oversight. It is 
chaired by the Under Secretary of the Navy. This Council is posi-
tioned to undertake governance of business transformation in the 
Department of the Navy. 

In addition, Navy has created the Functional Area Management 
Council to involve process owners in enterprise transformation. The 
functional area managers are senior leaders within organizations 
responsible for acquisition, financial management, and logistics. 
They are charged with overseeing the reduction and consolidation 
of IT investments consistent with Department of the Navy and 
DOD strategy and policy. And these function area managers are 
aligned to their corresponding DOD investment review boards, with 
constant communication maintained via our chief information offi-
cer’s staff. 

Mr. Chairman, the Department of the Navy has taken important 
steps in transforming its business, but recognizes that much work 
remains to be done. In my recent return to the Pentagon, I per-
ceived that real progress has been made on multiple fronts—sys-
tems, processes, organizational structures, culture, and audit readi-
ness. The Navy is balancing the competing demands of doing it 
quickly and doing it well. The Department is committed to the idea 
of business transformation and to achieving transformation 
through a disciplined and integrated approach. GAO and Congress 
have provided helpful templates and recommendations, and BTA 
has been a valuable partner. 

We appreciate this committee’s interest and support, and we look 
forward to our continued cooperation with you and with our col-
leagues here at the table. I would be pleased to respond to your 
questions, Mr. Chairman. [The prepared statement of Mr. Brook 
follows:] 

Senator AKAKA. Thank you very much, Secretary Brook, for your 
statement. 

Now we’ll hear from Secretary Gibson. 

STATEMENT OF HON. JOHN H. GIBSON, ASSISTANT SEC-
RETARY OF THE AIR FORCE FOR FINANCIAL MANAGEMENT 
AND COMPTROLLER 

Mr. Gibson: Mr. Chairman, Senator Thune, thank you for the op-
portunity to appear before the committee today. 

As the Under Secretary position within the Air Force is currently 
vacant, it is my privilege to discuss with you the Air Force’s 
progress and support of the Department of Defense’s business 
transformation and financial management efforts. Although the Air 
Force does not have an Under Secretary, the Air Force has estab-
lished, and maintains, consistent processes in leadership emphasis 
to ensure successful and tiered governance of our ongoing business 
transformation efforts, as well as a solid architecture. This senior 
leadership oversight and emphasis function is crucial to ensuring 
we meet our business transformation and financial management 
challenges of the future. And the Secretary of the Air Force, The 
Honorable Michael Wynne, is actively involved with the governance 
and oversight of our transformation efforts. 

Since the last hearing on this issue, in November of 2006, the Air 
Force has continued transforming our business operations and fi-
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nancial systems, and has made measurable progress. Ultimately, 
our goal of financial management improvement is timely, accurate, 
and reliable business information, as well as improving our ongoing 
business practices, yielding a more efficient and effective organiza-
tion. Since 2006, we have enjoyed numerous successes. 

As an example, in late 2006 we completed an end-to-end review 
of our Air Force personnel claims process, a complicated set of pro-
cedures that regularly frustrated our servicemembers, consuming a 
significant amount of their time. In fact, Air Force personal claims 
processing had become so daunting that many members chose to 
avoid it altogether, which led our Air Force Judge Advocate Office 
to transform the universal experience of filing a moving claim. 
Using Air Force Smart Operations for the 21st Century principles, 
we stood up the Centralized Air Force Claims Service Center in 
March of 2007, achieving final operating capability at Kettering, 
Ohio. With a staff that will ultimately number 107, the center re-
placed over 300 personnel at 91 claims offices worldwide. But, most 
importantly for our airmen, the claims process is now simple, 
quick, and is being used in place of repeated trips to the legal office 
for briefings and paperwork. 

Today, airmen complete a streamlined form on the World Wide 
Web from their desk, home computer, or anywhere with Internet 
connectivity. The need for on-hand property inspections is reduced, 
and if they have questions, they can still call the Help Center, 
which is manned 24/7 by claims experts. 

To date, the center has serviced over 5,000 claims, with an aver-
age processing time of less than 10 days from online submission to 
payment, instead of 5 weeks, under the old process. 

Another good-news business transformation story directly relates 
to our troops serving in harm’s way as we begin the deployment 
of the EagleCash Program at Air Force locations within the Oper-
ation Enduring Freedom and Operation Iraqi Freedom theaters of 
operation in 2007. EagleCash is a Department of Treasury stored-
value card that eliminates the need for cash in deployed locations 
and allows our military personnel to link the card to their personal 
banking account. As a result, troops can now load funds to the card 
by using a self-service kiosk, and now our airmen don’t have to 
carry hard cash around with them, as the stored-value card serves 
as electronic money. This program eliminates frequent visits from 
our deployed airmen to finance offices, thus saving valuable time 
of our deployed airmen, as well as our finance troops, allowing us 
all to focus on other pressing mission requirements. This program 
is expanding to seven additional locations, including four within 
Iraq, and, as a result, approximately 10,000 of our deployed troops 
are now using the card in lieu of cash. 

In September 2007, the new Air Force Financial Services Center 
became a reality as the facility opened at Ellsworth Air Force Base, 
South Dakota. In its first phase, a central processing center for pay 
and travel vouchers went operational. The Air Force was honored 
that Senator Thune, Congresswoman Stephanie Sandlin, a rep-
resentative from Senator Tim Johnson’s office, and he Secretary of 
the Air Force, Mike Wynne, attended the ribbon-cutting and recog-
nized this significant accomplishment as we centralized pay and 
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travel processing from 93 locations around the globe to a world-
class, best-practice, shared service center. 

Going forward, we continue to work toward the second phase of 
the services center, which is a 24/7 contact center to handle pay 
and travel inquiries from over 300,000 military and civilian cus-
tomers. All told, the services center will return 598 manpower slots 
to the Air Force total force, valued at 210 million, and, just as im-
portantly, improves the customer service levels for all of our air-
men. 

Also, as we progress into the second quarter of fiscal year ’08, 
more than 200 airmen at the services center are now providing 
timely financial services for the Air Force major commands, cov-
ering 18 installations and six geographically separated units. It is 
very important to note, though the Air Force Financial Services 
Center allows for tremendous efficiencies and represents a huge 
transformation in the way we provide customer service in the back-
room operations, we will not abandon our people when a personal 
touch is required. Face-to-face customer service will still be avail-
able to—at our Air Force bases around the world so that our people 
can obtain the financial services in a personal manner. 

Finally, Mr. Chairman, I want to close by thanking you and the 
members of this committee for your continued support our airmen 
and their families in so many areas, particularly by providing them 
what they need to fight the global war on terror and defend our 
great nation. Air Force leadership and Air Force financial man-
agers, working together with our colleagues throughout the Depart-
ment of Defense, continue our efforts to provide reliable, timely, 
and accurate financial and management information and analysis 
to enhance decisionmaking and continuous improvement in busi-
ness operations, to improve effectiveness, efficiency, and customer 
service throughout the Air Force. 

I would like to conclude, today, by thanking this committee for 
your support during this important period of business trans-
formation, and assure you we are doing our best to finance the 
fight. 

Thank you, again, for your consideration, and I look forward to 
your questions. [The prepared statement of Mr. Gibson follows:] 

Senator AKAKA. Thank you for your statement, Secretary Gibson. 
Over the years, General Walker has repeatedly told us that the 

key to successful business transformation at the Department of De-
fense is a strategic planning process that results in a comprehen-
sive, integrated, and enterprisewide plan, or set of plans, to help 
guide transformation. Section 2222 of Title 10, which we enacted 
in the National Defense Authorization Act for fiscal year 2005, re-
quires that this strategic plan take the form of a business enter-
prise architecture and transition plan. General Walker’s testimony 
today indicates that DOD has begun to implement a business en-
terprise architecture and transition plan, but that—and I quote—
‘‘The latest version of a BEA continues to represent the thin layer 
of DOD-wide corporate architectural policies, capabilities, rules, 
and standards, and well-defined architecture are not yet—do not 
yet exist for the military departments,’’ unquote. 

General Walker, in your view, have the military departments 
made significant progress over the last year? Are they close to hav-
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ing the kind of enterprise architecture that they need, at this 
point? 

Mr. Walker: They haven’t made nearly as much progress as the 
Department has, on an enterprisewide basis. They need to accel-
erate their efforts with regard to component architecture. 

And let me clarify, Mr. Chairman, as to when I talk about a busi-
ness transformation plan. Clearly, a—an enterprise architecture is 
a key part of that, but there’s a lot of other things dealing with 
business transformation that go beyond systems. You know, you 
deal with issues that deal with human capital, you deal with issues 
that deal with contracting, you have issues that deal with a whole 
range of issues, other than the—you know, the traditional, you 
know, financial management and systems necessary to generate fi-
nancial and other management information. 

Senator AKAKA. Secretary Brinkley, having heard the statement 
General Walker just made, do you agree or disagree with his as-
sessment of this issue? 

Mr. Brinkley: I would agree with his assessment, but I want to 
qualify it slightly. 

The DOD—and, sir, in your reference you mentioned the first 4 
years and the struggle that took place with business trans-
formation—as—sitting in a service, the absence of DOD having 
clearly defined and articulated what was going to be common and 
corporate and required departmentwide made it very, very difficult 
for a service, then, looking up at the DOD, to say, ‘‘What do I have 
to define?’’ And so, a key—they, in many respects, had been ne-
gated by our inability as a Department to define a common enter-
prise architecture for the DOD, which we have done over the past 
3 years, and that’s been very clearly articulated, which has enabled 
them to begin to respond and decide for themselves what is—I’ll 
use my colleague to the left, here, as an example—What is the cor-
porate Army? And then, what is not corporate in the Army? And 
they’ve begun that work in what needs to be done in common, how 
do we integrate our processes between finance, logistics, acquisition 
in the Army? So, this is going to be a multistage process for what 
is the largest industrial enterprise in the world, by a factor of 
three. And that’s why I think that they’re—they are lagging, but 
it is understandable that they would lag. 

Regarding the transition plan, we also believe the system side of 
it has been well architected, at the Department level. Efforts are 
underway—as he pointed out, we have many high-risk areas that 
have remedy plans that are being put in place. Are they integrated 
at the Department level? Do we have a unified business manage-
ment transformation plan that encompasses more than systems? 
We would agree that we have much work remaining on this. And 
one of the areas Ms. McGrath, under the direction of Deputy Sec-
retary England, is going to be pursuing is to tie those together so 
that there is a clearly articulated enterprise management trans-
formation strategy worthy of the Department, given the importance 
of its mission. 

Senator AKAKA. At our last hearing on this subject, GAO told us 
that the Air Force had fully satisfied only 14 of 31 core framework 
elements of an enterprise architecture. The Navy had fully satisfied 
only 10 of these elements. And the Army had fully satisfied only 
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10 of these—satisfied only a single core framework element, just 3 
percent of the total. 

For the representatives of military departments, do your respec-
tive architecture programs have a committee with representation 
from across the Department that is responsible for approving the 
architecture, ensure that architecture products and management 
processes undergo independent verification and validation, and en-
sure that your architecture products address your current and fu-
ture environments or include a sequencing plan to guide the transi-
tion between these two environments? Mr. Brinkley, how soon can 
we expect the military departments who have business enterprise 
architectures and transition plans in place that comply with the re-
quirements of Section 2222? 

Mr. Brinkley: I would defer to my colleagues, in terms of commit-
ting them on time. I will say that each of the military departments, 
in addition to the key business defense agencies—Defense Finance 
and Accounting Service, DFAS, Defense Logistics Agency, the Mili-
tary Health System—do submit, as part of our transition plan, a 
contribution—a section, specific to the service, that lays out their 
intent to transition to compliance with the DOD’s business enter-
prise architecture, as well as their own architectures and their own 
process improvement efforts. 

I also want to emphasize that, in many respects, the job of—
again, I’ll use my colleague, Mr. Kunkel, here, as an example, in 
the Army—of defining an enterprise architecture, and imple-
menting it and executing it, in all honest, is, in many ways, harder 
than it is to do at the enterprise level, because the Army has direct 
operational authority and operational responsibilities, whereas 
OSD tends to be—in the departmentwide effort, tends to be a head-
quarters function, where what we’re talking about is data stand-
ards and information and the ability to access and report and make 
decisions quickly. 

But, beyond that, I would defer to my colleagues to comment on 
any commitments to timelines. 

Senator AKAKA. We will have another round of questions, so let 
me ask Senator Thune for his questions. 

Senator THUNE. Thank you, Mr. Chairman. 
Mr. Brinkley—and I’d direct this to the services, as well—but, 

how does the Department of Defense, in each of the services, intend 
to implement the provisions of the fiscal year- 2008 National De-
fense Authorization Act with respect to designating the Deputy 
Secretary of Defense as the chief management officer, establish a 
deputy CMO, and establishing a CMO within each of the military 
services? 

Mr. Brinkley: The director of administration and management, 
Mr. Michael Donley—The Honorable Michael Donley and my office 
have been tasked by the Deputy Secretary of Defense to formulate 
a plan to address resource reporting, resourcing, as well as a 
timeline for implementation for implementing that critical legisla-
tion. We have launched that team. They are working now. The leg-
islation, I believe, gave the Department 180 days to respond to the 
Congress with a detailed plan for implementation, and we will 
have no problem meeting that deadline for you. 

Senator THUNE. Anybody else care to comment on that? 
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Mr. Kunkel: I would just offer that we—the Army looks forward 
to contributing to that plan. 

Senator THUNE. Yeah. 
Mr. Kunkel: We think it’s good legislation. 
Senator THUNE. How does the—how will the Department and 

each of the services ensure that any actions it takes on that plan, 
if it’s 180-day plan, will maintain momentum after the change of 
administrations, next year? I mean, that’s a concern, obviously. 
This committee has been pursuing this subject area for a long time 
now, and, I think, through a couple of presidential elections, at 
least, and there’s always a concern, when there’s a change of ad-
ministrations, that some of these initiatives lose some of their mo-
mentum. So—

Mr. Brinkley: I’ll comment on a couple of thoughts. We share the 
concern. There’s no—nothing we worry about more than to be 
somewhere else in 2009 and read about a restart of business mod-
ernization. It’s, as has been indicated, not a Republican or a Demo-
cratic issue, it is an American issue, and critical to our efforts to 
support our forces and be accountable to the taxpayer. 

We—I believe the steps we have taken, and are continuing to 
take, to identify career civil-servant leadership at the most senior 
level, and to have Secretary England, again, appoint Ms. McGrath, 
our appointment of David Fisher, the director of the BTA—these 
are people who are not going away, who are familiar to your staffs 
and to this committee and other committees, and—which brings me 
to my last point. I believe that the role of the Congress is instru-
mental here, in terms of holding a next administration accountable. 
The plans that we have published—our Enterprise Transition Plan, 
many of these high-risk plans—they have milestones that go out 
for months and years into the future. And, in a new administra-
tion, having them be accountable to taking that plan and con-
tinuing to execute to it—and, of course, they will make changes, 
and they will adjust, and they’ll recast certain things, but to not 
allow—for the Congress not to allow a complete restart, by holding 
accountable the Department’s leadership, to maintaining momen-
tum, I believe, could be a critical element of maintaining con-
tinuity. And those would be my thoughts. 

Senator THUNE. Do you think, as Mr. Walker suggested, that 
that position—your position should be a nonpolitical, completely-
sanitized-of-the-political-process, so to speak, professional person? 

Mr. Brinkley: I certainly believe, from a qualifications perspec-
tive, that—I’ll be honest, I can say—I’ll obviously be honest, but, 
I mean, I’ll be frank, let me put it that way—that, in terms of 
qualifications, a concern one has with any political appointee is the 
qualifications of the individual involved. So, I would argue that, as 
long as the individual is highly qualified, and we put a team 
around that person who are empowered the way I believe we’ve 
empowered some of our career leaders here—some, again, who 
we’ve recruited from industry, and some who are best of govern-
ment—then this issue of this being a termed appointment may be-
come less critical. I believe I’ve read that the average tenure of a 
political appointee in government is just over 18 months. And so, 
how one creates enough tenure in a leadership position in govern-
ment in the modern era, to me, is a challenge. Regardless of wheth-
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er you give the person a term or not, how do you incent someone 
to stay? So, to me, building the structures around them, and, again, 
the kind of transparent, accountable plans, that you can hold the 
Department accountable to, regardless of transitions in leadership, 
I think, may prove to be more critical than even the issue of wheth-
er the position is termed or not. 

Senator THUNE. Okay. 
Mr. Walker? 
Mr. Walker: Senator Thune, I would agree that there are two as-

pects. One aspect is statutory qualification requirements. I would 
note that they don’t exist, and that’s something that the Congress 
may want to consider: having statutory qualification requirements 
for the departmentwide CMO and the military-department CMOs 
and the deputy CMO, which would be consistent with, you know, 
making sure you have the right kind of people in there. The only 
position that we’re talking about making a term appointment—and 
it may have to be modified, given what the Congress has done—
the only one we were talking about is the chief management official 
for the Department, not all of these positions. 

Senator THUNE. Right. No, I understand that. 
Mr. Walker: Right. And, as somebody who actually has a term 

appointment, I actually know that it does have an impact on, you 
know, whether or not you’re willing to stay longer than the normal 
political appointee. And, as somebody who has good friends that 
have other term appointments, such as the Commissioner of Social 
Security, such as the—you know, Commissioner of IRS, such as, 
you know, other, you know, term-appointment positions that—you 
know, the Director of the FBI, you know, current and former 
friends, you know, I know it has an impact on how long somebody’s 
willing to stay. And you can’t require somebody to stay the full 
term, but, you know—but, I think you could do a lot better than 
18 months. 

Senator THUNE. Mr. Brinkley, do you believe that each of the 
services could benefit from having a Business Transformation 
Agency-like office? 

Mr. Brinkley: The thing that I think has helped the Department 
in creating a—the BTA is that we had a real missing piece at the 
top of the Department, because OSD does not traditionally have an 
execution responsibility, yet it was taking on more and more execu-
tion-oriented activity as we tried to make more and more things 
common. You had a gap, you had a missing piece, I would call it, 
at the top of the pyramid of the Department’s organization struc-
ture. And so, by creating the BTA and pulling—it’s a partner orga-
nization to OSD, accountable for the DOD-wide activity. We filled 
a gap that existed. What is less clear to me—and, again, I would 
defer to my colleagues, and I—it may be even be a service-specific 
answer—in the current services structure—because, under Title 10, 
they have execution responsibilities at all tiers of their organiza-
tions—it’s not clear to me whether that gap exists, and, therefore, 
it needs to be filled. And that very well may be a service-specific 
answer, there may not be a uniform solution to that problem. 

Senator THUNE. Anybody else care to comment on that? [No re-
sponse.] 

Senator THUNE. No? Okay. 
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I guess I’ve got my—been handed the blue card, here, so I’ll yield 
back, Mr. Chairman, and then if we have another round of ques-
tions, I’ll ask some more questions. 

Senator AKAKA. Thank you. 
In July 2007, GAO reported that the Department of the Army 

would be investing approximately $5 billion over the next several 
years to develop and implement the General Fund Enterprise Busi-
ness System, the Global Combat Support System-Army, and the 
Logistics Modernization Program. The GAO reported that this sig-
nificant investment was being made without the benefit of business 
enterprise architecture concept of operations and effective portfolio 
management. 

General Walker, what, in your view, are the likely consequences 
of investing large amounts of money into business systems of this 
kind without adequate planning? Do you believe that these prob-
lems are limited to the Army, or are they likely to be common to 
other military departments? 

Mr. Walker: Well, Mr. Chairman, the likely—well, the issue is, 
in the absence of having the things that you referred to, it served 
to significantly increase the risk of waste and delays and a lack of 
success. This is an issue that exists, not just within the Depart-
ment of Defense, but in many other departments in government. 
And, as you probably—undoubtedly know, there have been at least 
a couple of circumstances that I can think of, where, given the 
amounts involved, the Congress has asked GAO to do periodic re-
porting. You know, IRS being one—IRS business systems mod-
ernization being one example that I can give. 

I’ve been slipped a note, here, saying that the duplication of func-
tions and the lack of interoperability associated with legacy sys-
tems is the issue that exists across government. 

Senator AKAKA. May I ask Secretary Brinkley—again, Do you 
agree or disagree with General Walker’s assessment on this issue? 

Mr. Brinkley: The issue of interoperability? This is the one that 
we’re talking about? The issue of—again, as the services have been 
given—and I would use, actually, Logistics Modernization Program, 
which is one of those that was mentioned a moment ago, as an ex-
ample of a program that has confronted and addressed these issues 
successfully, that has integrated the financial and the logistical ele-
ments of working-capital-funded logistics, I think that’s an actual 
model, which struggled very greatly, and GAO was extremely ac-
tive in critiquing, early on. They are working through, today in the 
Army, between GFEBS and GCSS-Army. The remaining issues, in 
terms of interoperability—and, again, I think that goes to the heart 
of the architecture comment we made earlier, which is, they are 
moving in this direction as quickly as possible, given, now, the 
corporate- level requirements have been made clear. 

And, Pete, I don’t know if you want to add to that or not. 
Mr. Kunkel: I’m delighted to address it. 
With respect to interoperability, we’ve—the Army’s leadership 

has placed a great deal of emphasis on business systems trans-
formation. And I’ll say that the General Fund Enterprise Business 
System is actually compliant with the most recent version of the 
business enterprise architecture. It’s compliant with the standard 
financial information standards. And our business enterprise archi-
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tecture, which is still under development—we have paid the most 
emphasis to the touch points between the domains; that is, be-
tween the logistics and financial domain and the human resources 
domain. In fact, the human resources domain is a BTA-built appli-
cation that we look forward to using, this—late this year. 

With regard to systems redundancy, we have a rigorous portfolio 
management process, conducted by our CIO-G6, that, since it 
began its work, has eliminated 1500 systems, from 3200 to 1700 
systems. GFEBS alone eliminates 90 systems, DIMHRS replaces 66 
systems. So, we’re working hard to address these problems. We 
take it very seriously. 

Senator AKAKA. Let me ask the three service secretaries, here, 
three questions. Do you have responsibility, within your depart-
ment, for the development of a business enterprise architecture and 
transition plan? Also, do you have responsibility for making invest-
ment decisions for new business systems? And do you believe that 
you can make sound investment decisions in the absence of a ro-
bust enterprise architecture and transition plan? 

Mr. Brook: I’ll go first. 
Senator AKAKA. Secretary Brook? 
Mr. Brook: Mr. Chairman, I do not have responsibility, nor do I 

make investment decisions, but I think the question that you pose 
is an excellent one, and that is whether or not, in the absence of 
a comprehensive business enterprise architecture, here is risk in-
volved in investing in either legacy systems or new systems. And 
there certainly is. That risk isn’t eliminated by enterprise architec-
ture, but it certainly is reduced. 

Although we don’t have a business enterprise architecture spe-
cific to Navy, we function inside the business enterprise architec-
ture that BTA and OSD have constructed. And we’re—our effort is 
to try to mitigate that risk, as best we can. And so, we mitigate 
that risk by subjecting investments in legacy systems or new sys-
tems to a review and precertification process that involves the De-
partment’s CIO, certification by BTA’s investment review boards, 
and, eventually, approval by the Defense Business Systems Man-
agement Committee. 

So, in operating in that structure, we think we’re performing a 
responsible review of our investments inside the overall Depart-
ment’s business enterprise architecture. 

Senator AKAKA. Secretary Gibson? 
Mr. Gibson: Senator, in this case, with regard to governance, 

management, and oversight, we feel like we’ve worked hard and 
created a very good-news story here. We have instituted a thor-
ough, formal, and codified corporate and governance structure, in-
cluding enterprise architecture, in the Air Force, which is sup-
ported by a dedicated and consistent senior leadership guidance. 
We have a tiered structure, which cascades down from the senior 
leadership level to the functional levels. It provides checks and bal-
ances for investments, as well as evaluating business investments 
for risk, value, strategic alignment, and integration across the Air 
Force. 

Our structure mirrors DOD’s, in a great way, beginning with the 
functional domains, feeding up to a cross- functional working 
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group, which is supported by the CIO. And all of this is overseen 
by the Secretary. We do have IRBs at the local level. 

This effort is consistently evolving, and, coincidentally, in the 
spring of 2007, the Air Force CIO reorganized, merging several dis-
parate review organizations under a single authority. We feel like 
the results of our management and governance efforts are an Air 
Force with an integrated, efficient, and effective governance and 
management of its IT systems, yielding fewer IT systems, lower 
costs, and ultimately providing better support to the Air Force and 
the Department. 

Senator AKAKA. Before I call on General Walker for his comment, 
let me call on Secretary Kunkel for your response. 

Mr. Kunkel: I’ll just respond briefly, that we do, indeed, use the 
investment review board process. Indeed, we leverage DOD’s—it’s 
our measured judgment that the best way to see to it that we con-
form to DOD standards and governance is, indeed, to submit our 
business system modernization and development projects through 
the DOD IRB, as envisioned by the legislation. However, I would 
like to just mention that we—indeed, our business enterprise archi-
tecture is aligned to the DOD federated approach. We have a three-
tiered readiness structure, where, at the—where systems are ag-
gregated into domains, and the domains have to create their own 
enterprise architecture and transition plan. That work is then over-
seen by the CIO-G6 in that portfolio management process I men-
tioned before, where—with the elimination of 1500 systems. And, 
in turn, that is overseen by the Deputy Under Secretary of the 
Army, who is a direct-report to the executive office of the head-
quarters of the Army. This Deputy Under Secretary is the Army 
representative on the Defense Business Systems Management 
Committee. And what we do is, we actually leverage that process 
across the Army, and serve it up to DOD. And we’re tightly coupled 
with DOD. As you’ve mentioned, we do have a lot of programs un-
derway, and important ones. 

And so, the answer is yes, we do use the IRB process, and—but 
we use DOD’s. 

Senator AKAKA. Thank you. 
General Walker, any further comment? 
Mr. Walker: Thank you, Mr. Chairman. 
Two things. One, I would agree with Mr. Brinkley that there 

were certain practical restrictions imposed on the military depart-
ments, unless and until the Office of the Secretary of Defense de-
fined the enterprisewide architecture. Second, to the extent that 
they follow—the military departments follow the enterprise archi-
tecture, that serves to reduce the related risk. And, thirdly, the re-
port that you referred to, the GAO report on DOD business trans-
formation, of July 2007, we made five recommendations, and the 
Department concurred with all five. And that’s very unusual, to get 
a concur on five out of five, so I assume that they’re moving to im-
plement. 

Senator AKAKA. Thank you very much. 
And now, we’ll hear further questions from Senator Thune. 
Senator THUNE. Thank you, Mr. Chairman. 
I’m going to direct this to Secretary Gibson. The—I previous 

work that’s been done by GAO, the Air Force has been credited 
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with having progressed more than the other military departments 
in building out its enterprise architecture. And you’ve touched a lit-
tle bit on this. But, I would first direct the question to General 
Walker. Has the Air Force actually made more marked progress, 
or is that a matter of definitions? 

Mr. Walker: It’s a—they’ve made more relative progress than the 
other military departments, yes. 

Senator THUNE. And if that’s—if that progress has been made—
and this is the question I would direct to Secretary Gibson—what 
do you attribute that to—the success that the Air Force has experi-
enced? 

Mr. Gibson: Senator, I would say that the progress comes from 
several things. One is, you have a very receptive audience that 
wants to improve. I think you have leadership that understands 
the issues and emphasizes those, monitors those, measures those, 
and holds people accountable to that. I think what we’ve done is, 
we have taken something and structured it in a tiered environment 
so that we have accountability at all levels, and that we have 
woven this into our management structure and the fabric of how 
we do business. 

Senator THUNE. I want to come back to this issue of interoper-
ability for a minute, because bureaucracies tend to resist change, 
and, the bigger the bureaucracy, the harder and the more I think 
they resist. There’s a—kind of, the story in my State of South Da-
kota about the employee at the Department of Agriculture who was 
crying, and somebody asked him why, and he said, ‘‘Because my 
farmer died.’’ And there is a tendency, I think, for bureaucracies 
to continue to get larger, and there are certain territorial issues 
that are involved as you implement systems and technology that 
will replace some of the existing ways of doing things. And the rea-
son I raise this question, because it’s with regard to what the Air 
Force is doing at Ellsworth and whether or not—if there were 
interoperability between the services, why could there not be one 
financial services center that serves all the services? And if there 
is a—if a record can be pulled up—and the analogy I guess I would 
use, in terms of healthcare, is—one of the things we’ve been trying 
to do is get electronic medical records, so that someone can go visit 
a hospital in Bakersfield, California, who might live in Rapid City, 
South Dakota, but they can access a medical record so that they 
can—they know what the history of that particular patient has 
been. Why can’t there—we have a—we know that the universe of 
people who serve in the military is the—we all have the same goal 
in mind. If there were interoperable systems between the services, 
would they—would it not make a lot of sense to begin to consoli-
date some of those services and eliminate what I would perceive to 
be a considerable amount of redundancy in a world that’s gone 
largely paperless, at least in the private sector? 

Anybody care to react to—
Mr. Walker: There’s a lot of opportunity to—
Senator THUNE.—to that ranting? 
Mr. Walker: There’s a lot of opportunity to improve economy, effi-

ciency, and effectiveness by leveraging technology, by moving to a 
shared-services-oriented approach, and taking other steps that the 
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private sector has done for many, many years. But, it is 
countercultural, and that is a major challenge. 

Senator THUNE. Mr. Brinkley? 
Mr. Brinkley: The only thing I would add is, Director Zack Gaddy 

of the Defense Finance and Accounting Service, sir, would be a—
would be a—if he were here today, I think I would echo his—I’m 
echoing what he would say, and that is—and I’ll draw a broader 
observation—under the most recent base reduction and closure ef-
fort, there is a consolidation of DFAS finance and accounting cen-
ters, and the effect that that’s having is, it’s stressing the system 
and accelerating the exact system consolidation we’re talking 
about. One of the things that’s a challenge government—in a com-
pany, you have a quarterly profit that motivates change, and that’s 
one of the things you use to help overcome barriers to—resistance 
to change. In government, we need these artificial inducements, 
sometimes. And so, base reduction serves as an inducement to 
stress the system and force it to adapt quicker. 

I would argue that our joint warfight that we’re engaged in has 
helped motivate a more rapid adoption of materiel data standards. 
The effect that that—the need for instant access to our personnel 
has helped motivate the agreement and the more rapid adoption of 
the DIMHRS system. 

You mentioned healthcare; obviously, military health system and 
the stress it’s been under has motivated these changes. 

So, I would say, in the financial arena, BRAC is serving to help 
do that, in some respects, and I think that’s part of the vision Zack 
has for DFAS, is to harvest the value out of system consolidation 
to help streamline our financial accounting practices. 

Senator THUNE. Well, I—bottom line is, you know, providing the 
best service possible to the warfighter at the best—lowest cost to 
the taxpayer. And, you know—and I would suspect that there are 
times when a soldier or a member of the military needs to talk to 
somebody face-to- face and needs to have an access point where 
they can go and ask questions. But, a lot of these sorts of services 
are now handled, if there is a portal that can be offered through 
some sort of technology, as opposed to—it just seems like there’s 
a tremendous amount of savings that could be achieved there, and 
a lessening of bureaucracy and redundancy. And so—but, again, it 
requires a willingness on the part of the institutions to develop 
these—this interoperability that, culturally, I know, is hard to im-
plement. 

And I guess the—that question would then be, What action are 
the services—or, what actions are the services taking to reshape 
some of those cultural barriers to change? 

Mr. Kunkel: I can say, for the Army—you mentioned a 
servicemember—in the case of the Army, a soldier—looking for as-
sistance on a financial topic. The Army will be the first service to 
implement the DIMHRS integrated personnel and payroll system. 
And that will be a quantum leap for the Army. And it’s a DOD-
built system. All three services are going to use DIMHRS. 

You mentioned having a person to answer questions that—we’re 
taking a look, right now, what, for the Army, that means. We’ve 
got defense military pay offices that are on our camps, posts, and 
stations already, and we’re going to—we’re current—right now 
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we’re looking at how those can be leveraged for the post-DIMHRS 
environment. 

So, I guess I would say, DIMHRS is just that, it’s not an organi-
zation, but it’s a system that is going to be used by all the services, 
starting with the Army. 

Senator THUNE. Just, I guess, one final question. I’ve been hand-
ed the infamous blue card, here. But—and this would be, I guess, 
for Mr. Walker and Mr. Brinkley—but the time and commitment 
and the effort that you’ve made to these types of improvements 
have not gone unnoticed, and, I think, as was noted by the—Sen-
ator Akaka and I both, at the beginning, we—the committee 
thanks you for the progress that has been made. And I guess the 
question I would have is, as we move into what will be a new ad-
ministration next year, this is, of course, the second year of this 
congressional session, and, in an election year, arguably, we’ll see 
what happens and gets done around here. But, what suggestions 
would you have for us, in terms of things that we might be able 
to focus on, or things that we should be doing? Any ideas about 
possible legislation that we might be pursuing to help accomplish 
the ends that I think we all want to reach and to serve, here? 

Mr. Walker: For any enterprise to be successful, you need to 
focus on planning, people, process, technology, and the environ-
ment, which includes incentive, transparency, and accountability 
mechanisms. For transition, the four—first three are particularly 
important—the plan and the people and the processes and controls. 

With regard to something I mentioned earlier, and that I think 
Mr. Brinkley also touched on, the CMO and Deputy CMO position 
at the departmentwide basis and the CMO positions at the military 
department level do not currently have statutory qualification re-
quirements. I think that’s something that you ought to consider. I 
think it’s a separate and distinct matter as to whether or not you 
want to consider a term appointment for the CMO. I still believe, 
for a variety of reasons, that that makes sense, but I also acknowl-
edge that, given where we are in this administration, and—you 
know, that that’s not likely to happen during this Congress. But, 
I think the other ones, if they could happen—in other words, statu-
tory qualification requirements for these key positions will increase 
the likelihood that we’ll get the right kind of people in the next ad-
ministration, no matter which administration that might be. 

Senator THUNE. Anything to add? 
Mr. Brinkley: No, thank you. 
Senator THUNE. No? Okay. 
Well, thank you, all, again, very much. 
And thank you, Mr. Chairman. 
Senator AKAKA. Thank you, Senator Thune. 
In the area of management of business systems acquisition, GAO 

has reported that the formidable challenge facing the Department 
is ensuring that thousands of DOD business system programs and 
projects actually employ acquisition management rigor and dis-
cipline. GAO’s work in reviewing business systems, such as De-
fense Integrated Military Human Resources System, the Naval 
Tactical Command Support System, Transportation Coordinators 
Automated Information for Movement System II, shows that imple-
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mentation of these institutional approaches on business system 
modernization programs and projects is uneven, at best. 

For the three Secretary representatives, what steps are you tak-
ing to ensure that the institutional management capabilities and 
controls are reflected in how each and every business system in-
vestment is managed? 

Mr. Kunkel: Well, I guess I would—
Senator AKAKA. Secretary Kunkel? 
Mr. Kunkel:—I would just reiterate the three-tiered account-

ability process. We’ve got—each of the domains has their own en-
terprise architecture and transition plan, and then, above the do-
mains is the portfolio management process, managed by the CIO-
G6. They then report up to the Deputy Under Secretary of the 
Army, who sits on the Defense Business Systems Management 
Committee. 

We are working very hard to get our investments built quickly. 
We’re also, of course, developing a great—or spending a great deal 
of emphasis on our warfighter business mission area, as well. But, 
that process is how the Army vets its business systems investments 
and modernization programs. 

Mr. Brook: Senator, in the Navy, the investment decisions for 
both legacy systems and new systems are vetted through an invest-
ment review process that moves up through the Department of the 
Navy CIO, eventually to the Investment Review Boards and the 
Defense Business Systems Management Committee. And it’s also 
my understanding that the timelines and milestones, that you re-
ferred to, that apply to the acquisition programs, also apply to 
major systems acquisitions inside the Navy. 

Mr. Gibson: Senator, we have—in our functional domains, we 
manage our systems, and that all reports up through the Invest-
ment Review Boards up to the senior working group, led by the 
CIO. We are constantly tracking the systems milestones, and re-
view those, and provide the working group members reporting on 
that. And this gives them insight into impacts that might affect de-
livery, capabilities, and costs, and schedule delays. And we’re using 
a lot of the earned-value management principles, as we look at 
this, to review those systems, so that we can stay on top of them 
and deal with them as quickly as possible. 

Senator AKAKA. Secretary Brook, with respect to the Navy’s ERP 
program, in particular, the life-cycle cost estimate went from $1.6 
billion in 2004 to $2 billion in 2007, and its full operational capa-
bility schedule increased by 2 years, from 2011 to 2013. My ques-
tion to you is, What steps are you taking to mitigate further delays 
and cost increases? 

Mr. Brook: Senator, the implementation of ERP in the Navy is 
underway. Naval Air Systems Command went live on the 21st of 
December, and we are operating there now—effectively, in four of 
the five mission-critical areas. The fifth area is still not fully satis-
factorily functioning for us. And we will have to invest, I think, ad-
ditional dollars, short term, to make sure that we can overcome the 
short-term difficulties that we’re having in one of our mission-crit-
ical areas. 

Over the long term, however, we have plans to roll out the ERP 
to successive systems commands. And I think that the lessons that 
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we have been able to learn, from both the pilot projects that pre-
ceded the current ERP and from what we’re learning at Naval Air 
Systems Command, will allow us to implement the successive roll-
out of ERP with better controls for both cost and the quality of the 
implementation. It’s a tremendous challenge, however. No corpora-
tion in America has had to undertake an ERP of the size and com-
plexity that we’re undertaking, so there’s a great deal to be learned 
along the way, here. 

Senator AKAKA. Three years ago, the Secretary of Defense estab-
lished the Business Transformation Agency to ensure an organiza-
tional focus for business transformation efforts within the Depart-
ment. The military departments do not have similar organizations. 
Instead, it appears that new business systems continue to be devel-
oped through stovepiped organizations which lack the breadth and 
authority needed to address the entire job. 

General Walker, do you believe that the military departments 
would benefit from having a single organization, like the Business 
Transformation Agency, to serve as the focus for their business 
transformation efforts? 

Mr. Walker: Mr. Chairman, I basically agree with what Mr. 
Brinkley said, and that is, taking the Business Transformation 
Agency approach at the enterprisewide level was essential, because 
the Office of the Secretary of Defense really is not an operational 
entity, it’s not used to having to, in a—to be responsible for those 
types of activities, and so, it was essential. On the other hand, the 
military departments, you know, do have to engage in those type 
of activities on an ongoing basis, and I think it’s really up to them 
as to what they think the most efficient and effective approach is 
in order to achieve the desired outcomes. 

Senator AKAKA. Secretary—well, thank you for that. I was going 
to ask Secretary Brinkley, but—to reiterate some of that—but, let 
me go on to my last question, having to do with human-capital 
planning. Over the last several years, this subcommittee has spent 
a lot of time working to address concerns about the DOD acquisi-
tion workforce, but top officials at the Department of Defense have 
told us that there are critical gaps in the Department’s financial 
management workforce, as well. 

General Walker and Secretary Brinkley, do you believe that the 
Department currently has the right number of financial manage-
ment experts with the right skills to accomplish its trans-
formation—business transformation mission? 

General Walker? 
Mr. Walker: Mr. Chairman, GAO has not conducted a study that 

focuses solely on the issue of the adequacy of the number and the 
skills and knowledge base of DOD’s financial management team, so 
I really wouldn’t be in a position to give you an opinion on that, 
absent the work. 

Senator AKAKA. Secretary Brinkley? 
Mr. Brinkley: I couldn’t comment on whether we have the right 

number of financial management professionals. I would defer to my 
colleagues in the comptroller’s office for that answer. We could take 
that for the record for you. [INFORMATION] 

Mr. Brinkley: Regarding the challenge, overall, with our work-
force, I would certainly agree that we need to continually infuse the 
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best and brightest talent into government. And I would make the 
point that that is a very hard thing to do in this economy. And I’ll 
offer a point of view. I think that has a lot to—what we’ve tried 
to focus on is speed to deliver. Young, talented systems people want 
to be able to move and work quickly to achieve an objective. Many 
of our programs in government take many years, and that doesn’t 
motivate someone, a young engineer, a young systems analyst who 
can go and work in the private sector and, in a year or 2 years—
you know, the examples abound of how quickly the technology cycle 
moves in the private sector. So, our ability to accelerate the ability 
for us to deliver and field technology doesn’t just affect our ability 
to deliver capability to the warfighter, but it directly affects our 
ability to recruit the best and brightest talent into government, be-
cause the best and brightest talent wants to be able to work a high, 
rapid pace, to work with cutting-edge technology; and to try to re-
cruit someone in to work on a system that’s going to take 5 years 
to field does not motivate talent to come and join the government. 

And so, I think the human-capital challenge is directly tied to 
many of our other challenges with acquisition, which is, How do we 
go faster? How we maintain, or get closer to, the private sector’s 
ability to field technologies quickly? And that would be my com-
ment. 

Senator AKAKA. Secretary Brinkley, I understand that the Busi-
ness Transformation Agency has used the authority we gave you to 
hire highly qualified experts, to bring in skilled professionals to as-
sist in the business transformation effort. In your view, should the 
military departments be taking similar steps to help in this new 
expertise? 

Mr. Brinkley: Yes. And we want to—I mean, that’s been an abso-
lutely critical element for the BTA. We’ve recruited dozens of peo-
ple under that authority into the BTA, that had the HQE author-
ity, which provides up to a 5- year term at senior-level paygrades 
for talent to come into government and make a contribution. And 
I also know that my colleagues in the services are beginning to 
use—and have, in many cases, used—that authority, and we’re see-
ing it accelerate, in terms of its adoption. There was some work- 
rule definition and responsibility-definition things that had to be 
worked through in the personnel management process, but those 
have been resolved, and I do believe—and I’d ask my colleagues to 
comment—but, I do believe we are seeing those type of resources 
begin to be infused into the services. 

Senator AKAKA. Yes. I’d like to have comments from the rep-
resentatives on this, whether you agree, disagree, or your thoughts 
on it. 

Mr. Kunkel: The Army—working for the Deputy Under Secretary 
of the Army is a staff of systems experts, architecture experts, and 
governance experts. With respect to the financial management 
workforce, the push is to automate. And so, where we’re staffing up 
is, when we’re building these automated systems. And so, these ar-
chitects that we’re talking about are working hard to see to it that 
the systems are integrated with each other, the touch points are 
correct. But also, while we’re building the systems, at—we’re see-
ing to it that our processes are—conform to the best business prac-
tices, but also are informed by Army subject-matter experts. So, 
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that’s our investment in human capital as we build these auto-
mated systems, which will improve timely and accurate results. 

Senator AKAKA. Secretary Brook? 
Mr. Brook: Mr. Chairman, we, also, are using highly qualified ex-

perts. And, with regard to the workforce, it’s an interesting issue. 
In addition to the technology side of it, that Mr. Kunkel mentioned, 
there is the question of professional growth and professional devel-
opment. And, of course, we need to talk about this in both the con-
text of civilian financial management staff and military financial 
managers, as well. And the challenges in some places are the same, 
in some places are different. With the military members, there is 
the challenge to balance the development of their warfighting capa-
bilities and their nonwarfighting capabilities. And we create a very 
crowded career path for our military members, and it makes it dif-
ficult, sometimes, for them to develop the building blocks in finan-
cial management that are needed for senior positions. 

In the civilian area, we have issues of career growth and model 
career paths that they—that a young person coming into financial 
management can look at and see how he or she can progress 
through her career or his career. I have conducted—I have commis-
sioned an informal study of this inside the Navy to see where the 
gaps are and where we need to apply some effort and resources. 

And, overarching all of that is providing the adequate education 
and training, including graduate education, for both civilians and 
military members so that they have the appropriate skills to match 
the assignments that we put them in. 

Senator AKAKA. Secretary Gibson? 
Mr. Gibson: Senator, the Air Force greatly appreciates the au-

thority Congress has given us to hire outside assistance and con-
tinues to expand our use of the highly qualified experts, or HQEs. 
As a status update, we have hired, to date, 12 HQEs, but not all 
of them have been in business systems modernization. Our commu-
nities report back that there are no real obstacles to hiring and 
using the HQEs, but we would characterize that we’re in the early 
stages of deployment of this effort. 

Senator AKAKA. I talked about high risk, and mentioned it in re-
gard to General Walker. 

General Walker, I’m concerned that, despite legislation we have 
enacted in recent years, the Department still lacks the comprehen-
sive human-capital plan to guide the development of its civilian 
workforce. In my view, this deficiency is so serious that GAO 
should consider adding it to your list of high-risk management con-
cerns. What is your view on this issue? 

Mr. Walker: I share your concern with the absence of that plan, 
but I would also remind the chairman that we have human capital 
on—governmentwide—we have the lack of adequate strategic 
human capital planning and management as a governmentwide 
issue. And when I end up speaking about the Department of De-
fense, I don’t just talk about the ones that relate specifically to the 
Department of Defense, but they also share several—in fact, all—
of the governmentwide, you know, high-risk areas, of which human 
capital is one. 

Senator AKAKA. Well, I want to thank our witnesses today for 
your statements and your responses. It will be helpful to our com-
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mittee, and we look forward to continuing to work with you to 
achieve expertise in these areas of business transformation and fi-
nancial management of DOD. 

With that, the hearing is adjourned. 
[Whereupon, at 4:09 p.m., the hearing was adjourned.] 
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