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Executive Summary

In achieving an estimated $4 billion in savings to date from the competitive outsourcing program, the Army is meeting its objective in reducing operational costs of the Sustaining Base.  The eagerness to capitalize on these efficiencies is fueling efforts to outsource additional functions of the Sustaining Base.  A generally overlooked implication of outsourcing is the commercialization of Army values.  In the process, the Army not only culturally isolates the Sustaining Base, but it begins unraveling the very foundation of Army leadership – its traditional values.  This paper addresses how Army values are changing and the implications and consequences of these changes for the Army.

Outsourcing and the Commercialization of Army Values

Eric C. Halpin, P.E.

In achieving an estimated $4 billion in savings to date from the competitive sourcing program, the Army is meeting its objective in reducing operational costs of the Sustaining Base (Assistant Chief of Staff for Installation Management [ACSIM], 2000).  In the current environment of reduced defense budgets, high operational tempo, and expensive defense modernization programs, there is an increasing eagerness to capitalize on these efficiencies by outsourcing additional functions of the Sustaining Base, both military and civilian, to commercial contractors.  Within the maelstrom of outsourcing and its emphasis on costs, a generally overlooked casualty is the commercialization of Army Values.  More than ever, the team oriented values of loyalty, duty, and selfless service are being reoriented to the new “corporate” element of the Sustaining Base, and not the soldier or the mission of the Army.  In the process, the Army not only culturally isolates the Sustaining Base from the combat forces it supports, but it begins unraveling the very foundation of Army leadership – its traditional values.  

In a “show me the money” world, it is difficult to capture the real worth we place on leadership values … are they for show, do they mean anything, and so what might be words that come to mind.  Strictly by definition, values are the fundamental principles that guide human behavior and action.  In accepting this argument, our actions must say a lot about our values. This paper addresses what the corporate Army decision to outsource the Sustaining Base says about Army Values and how they are changing, and discusses some of the implications and consequences of these changes for the Army.

“Everything to the rear of the bayonet” (Sustaining Base Leadership & Management [SBLM], 2000) succinctly defines the Sustaining Base of the Army.  The Sustaining Base includes military in the active and reserve components as well as over 200,000 government civilians.  Even though contractors constitute an increasingly greater percentage of the Sustaining Base, they are conspicuously absent in the Army’s discussion of values (HQDA FM 22-100, 1999).  However, recent Army thinking recognizes that, because contractors are already intricately linked with the military - even in combat, formal inclusion will soon be a reality (CASCOM, 1999).  As those who have observed the process of outsourcing will attest, the people performing the work remain the same in many instances.  It is not hard to argue that contractors, like the government civilians they are replacing, are an integral part of the Sustaining Base of the Army and its value system.  

The growing integration of contractors into the Army’s Sustaining Base might be considered subtle, but should not be surprising as evidenced by the government’s long history of outsourcing.  Outsourcing has been an official government policy for 70 years or more, although some would argue it has existed since the Revolutionary War.  With the trend to outsource increasing, not all of the effects have been positive.  As early as 1980, certain organizations of the government executed upwards of 80% of their work by contractors, resulting in application of the phrase “the hollow organization” (Crawford, 1998).  In this sense, “hollow” implied that outsourcing had diminished government’s ability to effectively accomplish their missions, leaving only a shell of personnel to manage a largely contracted workforce.  As recently demonstrated at the Department of Energy, important decision-making is transferred along with the responsibility for the function – sometimes with far reaching consequences. 

Contractors in the Sustaining Base necessarily employ knowledge, skills and functions very similar, if not identical, to the civilian positions they are replacing.  In many cases the people performing the functions remain the same, only with a different employer.  In comparing civilian organizations to those that are contracted, the key difference is the addition of profit as a vital interest of the contracted organization.  In fact, a review of selected contractors active in the Sustaining Base market indicates that their stated corporate values commonly include reference to financial profits for both the stockholder and the corporation (Internet, 2000).  A comparison of the competing value systems, something not addressed in the cost-based decisions of competitive outsourcing, is necessary to determine what differences exist between the value systems of the traditional Army and the evolving Sustaining Base. 

The Army has enjoyed the reputation as one of “the most highly regarded institution(s) in American society” (Williams, 2000).  This standing is based on the belief that the Army represents what is best in Americans: lasting values that give us a  “common identity” (Lapp(e, 1989).  In fact, the Army recognizes that values are what bind the Total Army Team together.  In this regard, the values of loyalty, duty, respect for others, selfless service, honor, integrity, and personal courage (HQDA - FM 22-100, 1999) have served the Army and the nation well. While many contractors include some of the same values in their corporate statements, the emphasis on individual and financial interests creates a significant philosophical departure from Army values.  Following is a comparison of these differences: 

(  The values of respect, honor, integrity, and personal courage are of an interpersonal nature, and reflect how we, as individuals, interact with other individuals.  As such, these values are common within most organizations, military, Army civilians, and contractors included.  Such values are the principles that allow individuals with differing organizational values, cultures, perspectives, and opinions to interact successfully on a one-on-one basis.  It can be argued that civilization depends on these types of principles. If all our professional decisions could be reduced to the personal and individual level, outsourcing as an Army issue would seem to disappear.  However, the Sustaining Base of the Army will always require decisions and actions that involve how the individuals and organizations interact with each other and within the greater Army team.    

(  Loyalty – to “bear true faith and allegiance to the United States constitution, the Army, and other soldiers” - (HQDA - FM 22-100, 1999) is a particularly difficult Army value for corporate America to fully embrace because it requires a primary allegiance to a group other than corporations’ acknowledged focus: the stockholder, employee, and the corporation. Conventional contracting experience attests that, with few exceptions, financial decisions ultimately force the contractor to choose corporate allegiance over loyalty to the Army.  Another factor that impacts the loyalty of a contractor to the government is the length of the contractual relationship.  Unlike the long-term relationships enjoyed by defense materiel contractors, Sustaining Base contractors provide common services that are competed regularly, resulting in shorter-term relationships.  Knowing this, service contractors are less likely to invest resources to demonstrate their loyalties.  The coexistence of conflicting loyalties is divisive to the Army and readily apparent to the soldiers and families that are supported. 

(  Duty – to “fulfill your obligations” - (HQDA - FM 22-100, 1999) or ‘other duties as assigned’ as commonly referred to by civilians, affords Army leadership the flexibility to shape duties of individuals and groups to match the dynamic needs of the military command.  The costs incurred by the civilian Sustaining Base for fulfilling these obligations are often not captured in competitive outsourcing as they are rarely predictable or economically logical, but rather reflect Army leadership’s desire to simply do the right thing.  In contrast, the contractor’s duties, by necessity, are defined in contractual and legal terms.  Despite the emphasis on partnering approaches, the government-contractor relationship appears to be more litigious than ever.  To achieve the same sense of duty in a contracted workforce would not only be burdensome on Army leaders because of the significant administrative effort required to continually modify contracts, but practically infeasible to implement.  

(  Selfless service – a key Army value that speaks to the placement of the common good ahead of the personal good - is incompatible with the values of mainstream commercial contracting, and probably our society as well.  Due to the financial obligation to themselves, the shareholders and the corporation, contractors must make decisions based on their own corporate well being and not that of the Army.  In contrast, the objectives traditionally shared between the Army and the civilian Sustaining Base help align the organizations in achieving the common good of the soldier. This value is expressed most clearly in the common oaths Army civilian and military members taken upon entering service.  Ultimately, selfless service is demonstrated in the organizational relationships enjoyed between the military units and their supporting civilian counterparts.  However, continued outsourcing within the Sustaining Base impacts the morale of civilians and jeopardizes the retention of selfless service as a value.

It is impractical for the Army to seek to incorporate its values into the contracted elements of the Sustaining Base.  For one thing, the values currently held by civilians derive their legitimacy from the Oath of Office, a personal commitment by each individual.  Bound by a legal, corporate and impersonal contract document, it is unreasonable to assume that a contractor can demand an equivalent commitment from its workforce.  Also, the loyalty, duty, and focus of the contractor to the financial interests of the shareholders and the corporation are a reality of commercial industry that will not change – it is part of what makes capitalism work so well.  In the end, the Army must accept that outsourcing of the Sustaining Base entails a commercialization of values within that element of the Army and the larger Army team as a whole, each with significant and long-term consequences.  

The immediate consequence of embracing commercialized values over Army values is the creation of a distinctly different culture within the Sustaining Base.  With the reorientation of values such as loyalty, duty, and selfless service, many decisions are simply reduced to their financial component. Without a civilian workforce to rely upon, base sustainment is held hostage to money alone. As institutional knowledge of the key civilians is lost through outsourcing and retirements, the organization becomes “hollow”. As we are finding out, “hollow” not only describes the in-house technical and performance drain, but the morale and welfare of the organization.  The periodic recompetition of services throws the organization into cycles of chaos as new learning curves and relationships are established with incoming contractors.  All of the mentioned impacts create a new culture within the Sustaining Base – one that is more isolated from the very combat force which gives its existence purpose.     

In analyzing the long-term consequences, Lapp(e (1989) feels that an alignment of Army values with commercial values will risk “having them [the values] lose their power to provide essential guidance.”  With an organization as diverse as the Army, values provide a common foundation for leadership.  This belief recognizes that financial integrity and its related values may be inherently good, but should not be the primary or sole focus of an organization such as the Army.

Army leadership has expressed a range of conflicting responses to the implications of commercialization, ranging from ‘ambivalence’ to a feeling that “we [the Army] do not have a dollars and cents bottom line” (SBLM, 2000).  Army leadership diverges even further on the subject, as evidenced by the following extract from the Vision of the Army Competitive Sourcing Plan (HQ AMC, 2000):


“Rather than focusing on processes, inputs, and sources, leaders’ attention is directed to the results and outcomes achieved by competitive sourcing initiatives, especially their impact upon Army core values.” 

The quote itself is evidence of Army leaders at the highest organizational levels embracing commercial values, as it emphasizes a short-term, financially oriented approach.  It is disconcerting to imagine that the Army is not concerned with how we get to the end-state (i.e. the process of outsourcing), rather how much money is saved. In continuing to aggressively pursue outsourcing, Army leadership is negotiating away some of the values that form the foundation of their own leadership, and in the process, even changes what being Army means.  

As initially indicated, the reduction in the civilian workforce through outsourcing to contractors is achieving the short-term objective of cost reduction.  However, this success is also responsible for a commercialization of the values of the Army.  With this change, the Army accepts the possible destruction of the very values that make it a uniquely cohesive unit today. The continued pursuit of short-term goals can lead the Army to a “hollowness” exemplified by the Department of Energy.  At what point does the commercialization of Army values become significant?  If outsourcing as a corporate Army decision is viewed in terms of conventional, commercial values most would have no argument in seeing it as a success.   However, as we judge the effectiveness of our leaders, will it be in the framework of Army values or commercial values?   

The answers to these questions may simply exist in the process of asking them. Consider that the “arena of values has long been the scene of conflict – and should be.” (Gardner, 1990).  The debates over civil rights, voting for women, and gays in the military are all examples of our country’s struggle to reconcile our declared values with our actual practices.  The subtle commercialization of Army values is just such an issue – a disconnect between our stated values and our practice.  Ultimately, our values will determine who we become, individually as leaders and collectively as the Army.  In view of this, I submit that Army values are too important to not debate.  In conjunction with the Sustaining Base, Army leadership must examine the long-term impacts of outsourcing and the subsequent commercialization of Army values.  
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