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Good afternoon, Jim, and thank you for that gracious introduction.  I appreciate the opportunity to speak with the members of such an exclusive club.  

And you are exclusive, exclusive in that your 100 members, composed of some of the best scientific and industrial minds in America, all dedicated to some of the most esoteric disciplines in the nuclear, biological and chemical industries.  Thank you for the forum you provide for the free exchange of ideas between those of common interest from the private, not-for-profit, military and other government sectors.

Regardless of our origins and sectors of influence, we all have one thing in common.  In one-way or another, we are all in the nuclear, biological and/or chemical business.  And that’s what I want to talk with you about…

Not so much the chemical part—though there will certainly be some of that—but about business.  Specifically, about the business of demilitarizing the 23,000 tons of chemical agents stored in eight facilities around the country—but, in a more general sense, I want to talk with you about the business of business: business practices, business procedures, business policy, and the business of safety.

President Bush, a businessman who is now getting about the business of the nation, recently sent out new management agenda, outlining how business is to be conducted in the federal government.

The President’s initiatives are based on sound business principles, and would make just as much sense coming from a corporate office as from The Oval Office. That is because they make good sense.   In fact, we at Installations and Environment have been operating under these sound business practices for more than a year now.

Close on the heels of 9/11, Tom White asked me to examine how the Army might revitalize the chemical demilitarization program.  This revitalization took on heightened urgency as the sites where these chemicals are stored acquired the dubious distinction of potential terrorist targets… 

And he wasn’t particularly subtle about it.  He didn’t want a study, or a commission, or a debate.  He wanted results, and he wanted them quickly.

Tom was concerned about the perennial program management issues of cost inflation and schedule creep in the chemical demilitarization program—and I assume his uneasiness reflected that of the President.

These two issues have plagued the chemical demilitarization program from its inception in 1985…And It became clear quickly to me that the typical paternalistic, big brother/little brother attitude that too often characterizes relationships between government and private contractors wasn’t going to work here.

Tom officially placed the program under my direction in December 2001, and I take some pride in the fact that we began almost immediately to implement many of the good-sense business practices the President spelled out later in his Management Agenda.

I found a number of classic symptoms pointing to systemic management:

· Program costs had doubled every five years, but there was no clear appreciation within the program as to why the program costs grew so dramatically.

· The schedule slipped significantly along with the mysteriously burgeoning costs.

· Worker accidents involving chemical agents happened too often.

· The program seemed to live in the Congressional doghouse, with frequent trips to the woodshed with the General Accounting Office and also the Office of Management and Budget.

In the fall of 2001, OMB gave the program a failing grade…

Clearly, although government and contractor staffs were working hard to accomplish the mission, something was wrong at the core. 

And just as clearly, such a systemic sickness required a systemic solution.

Fortunately, my charter from the Secretary was not to develop a new, radical, long-term vision and strategy.  Inside the beltway, such things often cost more and take longer than the mission itself.

And the mission itself was clear: safely and efficiently destroy the Nation’s chemical stockpile.  Not much equivocation there.  These are the kinds of marching orders—or steaming orders, as the case may be—that a military man can understand.  No weak or wussy words here—like mitigate, contain, reduce or minimize—but just destroy the Nation’s chemical weapons stockpile…And do it safely with prudence, intelligence and dispatch.  

It was just as clear that I wasn’t going to get a bunch more money to accomplish this unequivocal mission.  Instead, my objective was to develop an approach for the program that aligned with the President’s strategy for improving management and performance in the federal government…

…To put the program emphasis on the sound business footing of performance and results, without compromising safety.  

Redesigning the chemical demilitarization facilities might have been much easier.  Instead, we had to use existing equipment and funds more effectively to reduce risks to the public, to the workers, and to the environment—all while accelerating destruction of the stockpile and accommodating the concerns of stakeholders.

To this end, we have spent the past year developing and employing initiatives that focus on a management philosophy of doing business in a more structured, disciplined, rigorous and, well, a more business-like manner.

Our first step was to give the systems contractors the responsibility and the accompanying authority to get the job done.  And the other side of the authority coin is accountability. 

The notion of accountability seems fundamental to the idea of quality workmanship but, in fact, it often gets lost somewhere in the complex, diffuse, “Cover Your Tail” choreography of government-private sector relations.   We had to change the music, and invent some new steps for the dance.

Frequently, for example, we found the Army absolving a contractor of this fundamental premise of accountability … providing directions rather than expectations.  And if a contractor does what he is directed, and it’s wrong, how can he be held accountable?

Let me give you a couple of examples of how this management philosophy led to some downright silly—but deadly serious—consequences:

At Tooele, our demilitarization facility in Utah, we had more than 2,500 control-room alarms in one 24-hour period of operations.   The curious thing is that this was not an anomaly.  It was routine.

The problem here was not an unsafe plant but an alarm system design that didn’t take into account the fact that human beings simply cannot respond to that many alarms.  There was no protocol for distinguishing which alarms were truly alarming, and which could be safely dealt with later.

In one sense, however, the situation was potentially more dangerous than if there had been a chemical agent release.  The alarms are there to trigger specific procedures and behaviors to protect the workers.  But, in this extreme case of The Boy Who Cried Wolf, some workers simply ignored the alarms, and worse yet, others turned them off because they were a nuisance.

It doesn’t take a soothsayer to see what might have happened if there had been a genuine emergency. 

In another instance, a whole host of problems occurred because no one was held accountable for proper maintenance of two backup diesel power generators.  The solution was to buy a third generator.  The problems continued.

Last July, a worker was exposed to a chemical agent because of excessive reliance on Personal Protective Equipment, without sufficient attention to design, planning, and work controls

This was the old way.  We are now operating under a new management philosophy, consistent with President Bush’s Management Agenda.

I expect the Program Manager for Chemical Demilitarization to hold contractors accountable for performance and safety.  

That means the PMCD organization must be proactive.   It has to get off its backside and monitor work in progress during each phase—design, construction, testing and operations—in real time.  It is no longer acceptable to just tell the contractor what to do, then review the paperwork, sometimes long after the fact, only to discover that the work is unacceptable.

This PMCD oversight paradigm has evolved from that beginning, and is working quite nicely today. We have instituted training for the senior PMCD headquarters executives, assuring that information and skill training flows to and through PMCD  Site Mangers and their staffs.

Our new management philosophy is predicated on line management accountability for performance and safety.  And we have raised the bar. It is no longer acceptable to simply meet the minimum requirements.

We now ask contractors to use their expertise, their commercial experience, their intuition and common sense to help solve myriad problems confronting the program.

To help the Army oversight managers and staff better understand and recognize sound operations, we have developed clearly stated success attributes: 

· Line managers are technically competent and involved

· Safety is constantly emphasized with zero shortcuts

· Every worker in the contractor organization owns responsibility for doing the right job right, the first time.

· A dynamic lessons-learned program recognizes that mistakes happen, equipment breaks, and corrective actions focus on preventing recurrence.

· Problem identification is encouraged at all levels and no one waits for accidents to happen. Abnormalities and near misses are always promptly reported

· Technical inquisitiveness is an asset, and is to be encouraged.

Superior performance is achieved when the organization assumes compliance as a prerequisite, but establishes higher standards for actual performance.

In short, our management philosophy promotes an attitude of caution, excellence and care, based on sound technical fundamentals. 

It is reflected in our conduct of operations: 

· Line management involvement and real time feedback set expectations for the organization and ensure accountability.

· Experience is the best teacher; mistakes happen, and equipment breaks.

· Each contractor must have a lessons-learned program that identifies abnormalities, resolves them, and provides feedback to the workforce to prevent recurrence.

· The contractor is held accountable for developing and maintaining a valid technical and safety basis, which forms the foundation for effective and reliable procedures.

· Procedures are adhered to in a thinking, step-by-step manner, avoiding malicious, verbatim compliance.

· Contractors must train their operators and staff to be proficient and able to understand the consequences of their actions.  If a procedural step does not make sense—the worker should stop, think, and get assistance. 

Fixes should be ways to improve human performance by helping the workforce be successful. Too often the design engineers forget that the ultimate customer is the operator. In this regard, I have also found that the more successful projects are those that have a single contractor perform design, construction, testing and operations.
I attribute such success to the fact that they are better able to integrate the needs of the operations staff from day one, rather than rely on a last minute turnover without prior involvement.

In the aircraft manufacturing business there is a thing called tolerance buildup, and in World War II we discovered that this phenomenon could crash airplanes and kill crews.

Tolerance buildup occurs when fabricators and assemblers measure from one component to the next, rather than from a common fixed point—a benchmark or waterline.  

Most of the time, everything works okay.  Every component is fabricated and assembled within allowable tolerances.  Some are a tiny bit larger than perfect, some a tiny bit smaller; some are tighter than perfect, some looser.  But the law of averages suggests that, overall, the end result will be within acceptable tolerances.

Funny thing about the law of averages though, it only works with large numbers.  Sure, most of the bombers built as I described will perform admirably, but that will be of little comfort to the crew flying the one where all of the measurements were just a little too loose.

The same thing happens with management systems.

As more systems and components are added, they exacerbate an original mistake.  The solution can most often be found in better planning, and doing work more intelligently the first time.

Too often, the Army has to pay a steep price for design fixes for procedural problems that do not warrant such expensive solutions. Usually these losses are calculated in taxpayer dollars.  That is bad enough but, as with the bomber crew, the penalty could be claimed in a much more precious currency.

We are changing the fundamental management philosophy of the chemical demilitarization business.  We are instituting a new paradigm, and we are doing it at flank speed.

We are already experiencing near-term success at our Aberdeen and Newport facilities, and enhanced operational reliability and safety at Tooele.  This is because the contractor site managers have embraced our new management philosophy that includes safety as a fundamental prerequisite, and Conduct of Operations as a routine way of doing business.

The Army is moving to place full responsibility and accountability for operating demilitarization plants safely and efficiently in the hands of the management contractor.  We are also placing in those hands the authority to make it so—and the incentives to make it worthwhile.

We will not simply dictate drawing-board solutions to mud and steel problems, but will sit down with the contractors and hammer out procedures and processes that make sense from both perspectives.

The Army will work with contractors to define the metrics by which we will measure success, then we will base rewards and incentive fees on those metrics.

In conclusion, my vision for the success of contractors providing a key service to the government can be summarized as follows:

· Our shared objective is to achieve performance, getting the job done in a known, well-planned and effective manner. In the case of the Chem Demil program, it is to destroy agents in a safe and reliable manner without undue risk to the public, the worker and the environment. Sound conduct of operations policies, attitudes, and practices are in play to make this happen.

· Our success is to be judged by results.

· Safety first, not the schedule.

· Expectations set by the client.  In the case of Chem Demil, the Army is the client.

· Incentives and awards for those contractors that demonstrate accomplishments consistent with sound business practices and the expectations spelled out in mutually agreed upon criteria and rating factors.
These are dangerous times for our country.  Threats abound from without and within.  But crisis is not all bad.  While it begets tragedy, it also inspires brilliance and resilience.  

Our mission to demilitarize our chemical stockpile is critical, not only to our internal security, but to our posture among all the nations of the world.   Destroying these weapons is a bold step, demonstrating that the most powerful nation in history is motivated not by greed and conquest, but by peace.

We are well trained.  We are well equipped.  And we are well led.

We will prevail.       [Take questions]
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