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Admiral LaFleur: Thanks. It's good to see all of you again, and always good to be here with you. You all have been very helpful to us in communicating the message of what we're doing.


I just wanted to kick off with a few comments and really want to feed off your questions more than anything.


Admiral Balisle and I are here, as we have been throughout the reinvention of the maintenance process, as a corporate enterprise approach to doing things. We believe surface ship maintenance is a big piece of corporate enterprise and we want to make sure that whatever we do together maintains the effective product which is well maintained ships that we have always had. We've had a wonderful history of really well maintained ships throughout our corporate history and as we evolve to whatever the future will be we want to make sure we sustain that effectiveness but that we do it in a more efficient manner wherever that is possible.


So about two years ago we embarked on a process called SHIPMAIN. We brought in the Thomas Group to help us with SHIPMAIN and the real genesis of that was as we listened to some of our partners in industry, the people who run the shipyards on the waterfront, they were telling us that a lot of the things that we were doing were causing them inefficiencies and that we could really help them a lot by doing things differently.


We started an internal look at that, at what we were doing at the SIMAs, what we were doing at the FTSCs, what we were doing at the SUPSHIPs, and we discovered they were right. There were some redundant processes, there were some inefficient process, but we realized we needed some help to look at this, thus the Thomas Group was brought in.


From that beginning we evolved to looking at regionalizing maintenance centers, bringing SUPSHIPs, SIMA, Fleet Technical Support Centers together. We realized that that distance support needed to be a part of our future. We realized that some of the concepts in industry of lean could be used to make the product that we have be better every day.


We also looked at the contracting vehicles that we had, multi-ship, multi-option. We were using those in some places, not using them in others. Were they the right tool for the future, and how could we do some of those things better?


At the end of the day, though, everything we did had to not impact the effectiveness of the product that we delivered which is well maintained ships. We've been doing this for about two years. We have gained some efficiencies, some pretty significant efficiencies that have been applied into the POM process out into the future by the folks back here in OpNav, and we continue to look for those efficiencies over the next couple of years.


Admiral Balisle: I'll just amplify slightly on Admiral LaFleur's Comments because he certainly has the heart of the issue correct.


For a long time we've sort of thought about our business model here as a supporting and supported command. The fleet was to be supported. NAVSEA was to be a supporting agent.


When the CNO put forward Sea Power 21, when Secretary John Young came out with his initiatives to drive us to do business better on the acquisition side, the message was pretty clear that we were at a point right now where we were going to have to operate in a different model, a different business model, that was much more collaborative and much more real time.


So our interaction right now with the fleet is at, from my experience, a whole new level. For all those initiatives that Admiral LaFleur mentioned, distance support, SHIPMAIN, how we're dong contracting across the enterprise both in our maintenance as well as in our other programs and we could go on with a number of other examples. We are working together hand in hand on a daily basis with how those programs are put together and how they're executed.


We've also made a number of changes in the organizational alignment to make sure that those efficiencies both in how we're using people and our money are achieved on a day to day basis, so it is a different way of relating at sort of what I would call the enterprise level that we're starting to see become the norm for our business.


Today we're doing this to talk about surface programs and surface maintenance. The truth is we could have a very similar forum on submarine or carrier aviation and we would have exactly the same model. This not unique to any particular piece of the Navy, it's really where we see the Navy going at large and we're actually doing business in very similar ways across the whole enterprise.


I think we'll talk about a number of the issues that we related to here as we respond to your questions, but without further ado maybe we should shape this to what's on your mind.


Media: For either one who would like to answer this question, what kind of feedback, if anything, are you getting from the maintenance and the sustainment side of the house after the Summer Pulse maneuvers? Is there anything, now that it's over, that you can take and apply forward to the SHIPMAIN initiative and its processes?


LaFleur: I would say the message that we got is more of a preliminary to the pulse in that the ships were ready. In the past we used to bring ships home from a deployment and go into kind of a valley of readiness where we didn't have all the people on board, we didn't have the right maintenance done, and what the operators tell us is that everybody was ready to go. They had their maintenance done, they were able to meet the call to the forces when the surge came about, when we decided to pulse people out everybody was ready to go. We didn't have any fail to sail kind of evolution. So nothing that we did risked that effective force that we have.


Balisle: I'd add to that, this was a substantiation of the indicators we had seen recently in the operational world. In November of 2002 as the prelude to Operation Iraqi Freedom the Navy had the opportunity to surge our forces on a scale that frankly had not occurred in quite some time. Up to 70 percent of our surface ships, over 50 percent of our submarines surging on very short notice. What we saw in that real word instance was very high levels of readiness -- ordnance, personnel, logistics, maintenance, across the whole gamut of ways that we measure force readiness, the fleet measured very well and what was very important to us is as that deployment continued for unpredictable periods of time with several deployments longer than average we saw those readiness levels hold. And they held well. It's been several months since then and Summer Pulse '04 was an opportunity to assess how well we had reset the force when they had come back, how well we had maintained a consistent strain. And as Admiral LaFleur said, it showed very positive results in what we've seen in the readiness of the ships.


There's also another piece to that and it's what does the force look like when it comes back from that pulse?  So far that's looking encouraging too, both in our ability and our posture to deal with any maintenance issues that come up, but also to give us confidence that the maintenance approach we're taking is going to be able to handle spikes of activity like this in a fairly graceful way when they return. 


Later on today, before we're through, we'll probably talk about one shipyard and some of the things that we're doing there to set that posture that we think will be critical to maintaining that kind of readiness. So an encouraging sequence of events at the moment that things are on the right track.


Media: I take it you had all these ships out, some of them will have regular deployments scheduled up where they're supposed to be ready for a surge again. Are you putting an extra load on your maintenance facilities? How do you gear all this in? It used to be everything was planned in advance. You can't plan now.


LaFleur: Let me try to address that first from the commercial side of the house and then I'll let Phil address it from the shipyard side of the house.


Again, going back to what we were hearing from the waterfront. When a battle group came back to San Diego there would be six or seven surface ships that would come back with it and an aircraft carrier, and we would put into the maintenance facilities all those guys to get availabilities done and it would create a huge peak of workload for them so they'd be hiring guys off the streets to try to fill that peak -- many of whom were untrained and created problems for them and extra expenses for us.


Following that, we would then do the same thing to our training organization. We would go to the Afloat Training Group and create a real peak of people entering the training wicket which stressed them as well.


So by bringing people back and stretching that out and level loading, then industry has the ability to get a really professional workforce that is consistent with them. We had to build up the confidence in everybody that they would get their work done. It might not just be at the 30 day point after their return from deployment. It might be at the 90 day point, it might be at the 120 day point. 


The same thing happened at training. We would now, instead of waiting until after the maintenance, we would put some people into the refresher training earlier and so there were kind of three basic models. One is somebody enters maintenance right away and then does training after that; or somebody enters training, does all of their basic phased training, then enters maintenance. The third model was they do part of the training, then do the maintenance, then do the finish-up training afterwards. We have run experiments and excursions with all three of those and the product at the end is exactly the same. There's no noticeable difference between what you get.


But what that allows you to do is also create what we call continuous maintenance so that when all those folks are done and before the next strike group returns from deployment we have periods in port, and you plan ahead of time the next time you're in port what maintenance you will do. So whether that's in a week or in six weeks, you know the next window of availability you have you will do these jobs so they're planned and put on the shelf and you bring them down and do them during that period of time. It has worked from a planning and an execution point of view in the commercial world wonderfully.


Balisle: What Admiral LaFleur is really talking about from my side of the street is that classic case that our business model in the past, because we were on very predictable schedules as you mentioned, I mean we knew exactly when they were going to happen, we had a business model that leveraged that predictability. Now we don't have the predictability. In the past the fleet could turn over to us a ship, we could do maintenance on it for instance, and then give it back. As long as we did that on schedule, everybody was happy. But now what you just heard described is a much more interactive collaborative process where we have to look at the industrial base loading and we have to, both in the commercial sector and the public sectors, and we actually collaborate on how to change our operational flow to make sure that we're meeting the operational needs, but also that we're optimizing how we're loading the industrial base.


In the objectives of the one shipyard initiative, has several things at the core of it but one of the key ones is to create a stable workforce that can respond in a much more flexible, agile way than we have been in the past.


As Admiral LaFleur said, we no longer can look into the future, predict the workload, hire up a bunch of people, get them in position, get their clearances done, get all the training you have to do have them ready, do the work, and then when the valley's predictably occurring you phase them out so you stay cost effective. We can't do that.


So our model today in the public yards, and we hope in the two big nuclear private yards as best we can, is to stabilize a workforce at the minimum level it has to be to remain very efficient and effective. Then your training gets better, your safety programs get better, the performance of the people can improve because you have this stable workforce that can now be very sophisticated in some of the training that it takes on.


Well, the way you accommodate the spike is through employing different business techniques. For instance, today we're flowing the workforce across the nuclear public yards and the two private yards in a pretty aggressive way. On any given day we have from 150 to 500 people who are working in yards that are not their own parent yard. We're swapping them from public to private today. We have the PCU Virginia which is docked in Norfolk Naval Shipyards, and it has a sizeable workforce of Electric Boat employees down there working with public yard employees on that new ship because there were some drydock limitations on the East Coast and the private yards were using this to take advantage of keeping everything on schedule. There are many other examples.


Another way to do it is to manage overtime and to use your overtime with real good discretion so that you can accommodate spikes with that as well.


A third way which I'm very impressed with is the ability to blend contractor work into the public yards working right alongside our government workforce. This is a tremendous positive statement to me about our unions and how they're working right now with us.


They're very open-minded, they're being very receptive to these new and innovative ways to reconfigure our work base, our industrial base. They're open to the requirements Admiral LaFleur mentioned of you've got to be much more efficient. Not just effective, in how you do business. And with that kind of support we're able to bring some of these new initiatives to bear and it's making a huge difference in what we think we can do to be ready when the fleet requires the work to be done in this new and uncertain world we're in.


Media: How much work is being done now at the pier that you would have brought into the yards in the past? When you're ready for surge is there a significant amount of work being done at the pier? And what are the implications in that, if there is, for your infrastructure needs as we go into BRAC?


LaFleur: I would say to this point in time there actually has been more work brought into some of the commercial yards than we used to do at the piers and one of the reasons was in the past you had a fixed amount of money for an availability. It turned out that a lot of that money was being burned up in churn. Advance planning for alts that you didn't actually do. Sometimes we would do advance procurement for something we were going to do during an availability and then we wouldn't have enough money to execute it when you got closer to the availability so you'd only have so little money left, you'd take it out of the yard and put it back at the pier to save money so you'd be able to execute something and that would create even more churn.


So one of the things that we've done is try to lock down the work that we're going to do longer in advance and so we're getting more of the available money done in wrench turning as opposed to churn kinds of things. 


So if you were planning jobs and didn't execute them but executing different jobs, you lost all the money that you did on the advanced planning and then you had to pay overtime to plan the emergent work so it was a lose/lose. By now saying we're going to commit to doing the work in these yards and these are the work packages we're going to do, then if an emergent job comes up we'll defer it to the next time it's in port. We have created that model.


So the reality is we're doing less emergent work pier side, the amount of emergent money we've spent has reduced significantly on us, it's all planned work, and the total amount of money that we're using in work execution is actually coming down, but the size of the CSMPs, the size of the backlog of work has dropped dramatically.


Balisle: One of the ways, too, that I think's facilitating this is the multi-ship, multi-option contracts. A contract vehicle very different than we have done business in the past, advantageous to the government and the taxpayer because we think it's going to be much more efficient and cost-effective for us, but also a vehicle very much aligned to give us a more agile, responsive workforce. It allows industry to create, if they choose, consortiums where they can team a group of best athletes and to be able to depend on the work coming across a number of ships. They can buy in bulk and volume; they can plan their work for long-term efficiencies, and we think that's going to be a powerful piece of being able to respond in the commercial shipyards or at the pier, because those contractors have an option to work in either one of these places but using this efficiency vehicle.


On the public yard side, I will tell you the public yards are loaded. We are not looking for work right now. We are managing the workload we're putting in the public yards along the lines Admiral LaFleur said. We're looking at blending the operational loading with the industrial base to keep the industrial base efficiently and effectively fully loaded, and it is. We anticipate that loading's going to stay pretty consistent for the foreseeable future so on the public side and the two private nuclear yards, our workload is pretty robust.


Having said that, the workforce is fairly stable, very stable in the public sector, and as a result of that we're starting to see some of those trends we're looking for in our ability to introduce not only better training and safety but also the ability to introduce lean processing and those kinds of techniques that have served industry and the manufacturing world so well. We are now actively engaging in that in the remanufacturing business of ship repair. Right now for NAVSEA, for instance, in our realignment program we've had going we've recently kicked off what we call Phase 5 of that which is heavily focused on lean processing across not only the shipyards but our warfare centers and headquarters, but again in the shipyard side that's a big way that we think we're going to gain efficiency in the future and be able to meet these kinds of schedules.


Media: How does regionalization of maintenance work? What's been done so far for that?


LaFleur: Regionalization of maintenance took disparate groups that were, we'll use San Diego as an example because they've been kind of leading the process here, so you had SIMA, the Ships Intermediate Maintenance Activity, SUPSHIPs, which was formerly a NAVSEA-funded organization that contracted with the commercial world and oversaw the execution of the commercial world, the Fleet Technical Support Center. They also had ones for technical authority that resided at the SUPSHIPs. And we realized when we first started doing some process mapping that these folks were doing, had the same problem. SUPSHIPs planning would get very busy while the SIMA planning folks were sitting on their hands with nothing to do.


Media: What's SIMA?


LaFleur: Ships Intermediate Maintenance Activity. They're shops that do work for us on the waterfront.


Balisle: Sailors mostly.


LaFleur: Sailors mostly. So we realized that we needed to bring those organizations together to get more efficient use of the folks. So we started a process that brought them together in San Diego with the head of the organization known as, I forget, it's been two years now since we did away with the old name. But we had a different name and we brought them together as a Regional Maintenance Center. And the CO of SUPSHIPs became a department head under them; the CO of Fleet Technical Support Center became a department head under them; and the CO of SIMA became a department head under them, and he was the orchestrator of bringing the work together and using it in the most efficient manner.


We changed the funding sources of all that to the fleets. CFFC and Commander of PACFLEET own those organizations and their particular geographic areas and they have now one set of business rules for all those organizations to make kind of best of breed policies are being infused into those. The shops are using lean manufacturing to improve how they deliver product and to get better at what they do. We are now able to take a look and say should we do this job better at the regional maintenance center or should we put it in the corporate world? And the corporate commercial guys are working hand in hand with us to make sure that we don't overload them when we're underloading the Navy side of the organization.


Media: As far as the regionalization part goes, is one shipyard in the area the predominant yard and then the others are spokes?


LaFleur: The regionalization really doesn't affect -- I shouldn't say that. Only a couple of our regions have shipyards in them. PACNORWEST, Hawaii, and Norfolk. I would just talk about -- But those areas have a SUPSHIP, have a SIMA, and have a Fleet Technical Support Det. So we looked at where was the best place to put that and we put it underneath the CO of the shipyard in two of those three organizations, and somebody in his organization is co-hatted as the regional maintenance CO. So they use the planning of the shipyard together with the planning of the IMA have been merged into one. So we looked at merging capabilities to get the most efficient use of them.


Balisle: Let me amplify just a little bit because what you're into is a very important question but it's also a very complex one if you're not real close to it. This is a classic case to me of where we were talking about you've got to tackle things on an enterprise-wide basis if you really want to make a difference.


The one shipyard piece of this is to run the four public shipyards and the two private nuclear shipyards as efficiently as we can, and there are lots of processes ongoing we could talk about that we are implementing across those shipyards so that we're actually managing certainly the four public yards as if they are one enterprise, they just happen to be in different parts of the country, pieces of them.


We also in many cases are bringing the two private yards into very close alignment and how we're actually doing business processes as we're moving people back and forth.


The Regional Maintenance Center that Admiral LaFleur spoke of is basically another group of people on the waterfront that do maintenance. They're very interactive with the shipyards in some of the maintenance they do and in other maintenance they interact with the commercial yards locally in those ports. But it is the combination of them that really allows you to do the maintenance across the whole business.


Also very much a part of this is SHIPMAIN that Admiral LaFleur mentioned as well. We've looked at the processes of how we're planning for our maintenance and scheduling our maintenance and that is also very very closely aligned with how the RMCs are doing business and that is driving how we're doing some of our shipyard business. So several of these key things we're talking about are inseparably linked in a total business process that allows you to do maintenance in the public sector, the private sector in the yards, at the piers, using civilian contractors, government civilian workers, and in some cases sailors. All of this has to be coordinated as one enterprise because the truth is when you get down to the deck plates where the sailors live, all of those different pieces influence them and it was the tying together of all of that into one coordinated activity that we think's going to allow us to be more agile and responsive, but also to be much more cost efficient, we think, than we were when we were doing all these things in individual pukas before.


Media: Have you seen any cost reductions in the two years since you started SHIPMAIN?


LaFleur: We have. We actually have reduced the premiums that we paid for late work and change in work about 40 percent. A pretty significant reduction. We were oftentimes -- A ship would go off on deployment, a work package would be developed oftentimes without the CO really focusing on it or his key decisionmakers focusing on it, or if they did focus on it they changed out in the time period, like the Chief Engineer gets rotated.


Now the ship is coming back from deployment and they start focusing on the work package that's going to be done and somebody says well, number two fire pump broke while we were on deployment, so let's get that fixed, let's change out this job for the fire pump.


The reality was that was creating huge churn for us in work definition and planning so we started changing that. We'd say instead maybe now we'll have the Regional Maintenance Center take care of this job or we'll get it done during continuous maintenance availability after we're done with the CNO availability. So we didn't pay a premium for adding that job in.


Or if we opened up a pump and found an impeller was bad, rather than adding that work on, you might decide that you will do that in an availability after the CNO availability is done. So that reduction -- Because the closer to the end of the availability you add work into the availability, the more of a premium you pay to get it done. I mean if the work has to be done the commercial yard or the public yard is going to pay overtime to get it done so it's reasonable that you will pay more in those premiums. But when you lock down the work package and you say we're not going to add more into this availability, it reduces those premiums that you pay and gives you more money to do -- So if you're paying $10 for a job instead of $15 you can get 150 percent of the work done. You're just doing it in a different place at a different method.


Balisle: Two other ones I'd mention. One Admiral LaFleur mentioned before is the reduction in emergent work. I think SHIPMAIN and how the planning is occurring and everything is giving some of the clarity that's probably contributing to those savings. 


Another one on the other end of the scale, not on the waterfront directly but it's come out of the SHIPMAIN program, is we have looked at our ship alts across the Navy on our surface ships, our submarines, our carriers, and we have found that we were very inefficient in the ship alt business.


We would have the fleet identify a change they wanted to make on the ship -- a piece of work to do, a modification. They were the supported activity. We were the supporting activity. They would turn to us and say we want this done. We'd say you bet. We'd turn a bunch of people onto that, spend a whole bunch of money, go do the research, and we'd create a ship alteration package to go do that work.


But even thought that was desirable work, it was not work that was ever going to get a priority high enough to do it. So we had spent all that time, energy and money preparing for a job that ultimately we would never do.


As part of the SHIPMAIN process we discovered we had thousands of those. They had accrued over three decades of time, so we had in our database a lot of information, we had spent a lot of time and energy, and we were spending more time and energy on new requests right now in good faith with the fleet and what they wanted, but if we got together and we started to look at this as we were thinking about the decision to do it or not and we were prioritizing for the best business decision and what do we really want to get done, we found we could drive down the number of ship alts we were preparing dramatically. Thousands we would not have to do. Which is a considerable savings. That process is well underway. In fact this year for the first time we implemented the results of that and we believe over the next few years that's going to be a tremendous savings for us not only in money but also in the time that our people have available.


So now when emergent maintenance requirements and things come in, maybe we can be focused on what really counts and not have our people distracted on this kind of other project.


SHIPMAIN has really done that. And again, in its very collaborative process, once we got all of the players together talking about this subject, looking at it from their own perspectives, we found there was tremendous opportunity for change.


So we've seen some very tangible, meaningful results from SHIPMAIN, but I close with this comment, it's like that company that advertises on TV all the time and they say we don't build things, we make them better. SHIPMAIN to me is kind of that.


It's going to do some specific things that we're really going to like, but what it really does is it filters in change to so many different pieces of our business to make them better that when you're through you're going to look back and say well did SHIPMAIN do that or not? Well maybe not alone, but they contributed to it. So I think it's a program that is going to give back to us in many many ways in that kind of context.


Media: It sounds like you're putting a lot of work off. There's a lot of work that used to be done that's not being done. I'm hearing that we're not going to fix the number two pump right now because it wasn't in the plan so we'll find some other time and some other place to do that. And you're saying that a lot of the ship alts that used to be done, the ship requested it, it goes through SHIPMAIN, we essentially discuss the merits of it, but you're looking for reasons to say no rather than how we can do it in some cases.


LaFleur: Let me try to attack that great question. I didn't articulate it as I would have liked.


I did mention, the CSMP, Continuous Ships Maintenance Plan, actually the backlog of jobs has dropped over 50 percent so by not adding a job in and -- Every time you add a job in you have to delete a job. So it was transparent to us in the past that we were doing that. Somebody would say oh, I've got to get this fire pump done, but in order to do that you had a fixed pot of money for that availability. Sometimes two and three jobs would have to drop out in order for you to fund that one job. So by not adding it in but saying we'll do it two weeks from now, literally saying two weeks from now we'll do it, and we'll do it pierside in an availability, we were getting that done.


We used to do that work as emergent work and we would pay a premium for doing emergent work. Now we plan it out and we get it done. So we always have had ships that didn't have a fire pump when they got underway.


Media: But by saying we'll do it in two weeks, now it becomes a planned job, is that what you're trying to say?


LaFleur: It becomes a planned job so you're not paying as much money to get it done. You're accepting the fact that you're going to level-load the workforce. You're going to be able to look around and see where's the best place to put this job? Is it in the Regional Maintenance Center or is it in the MSMO contract holder? If he's got another ship that's just entering the yard two weeks from now and he's got a lot in his pump shop, he doesn't want to take that job on, but if that's happening more than likely the IMA at the RMC is looking for work so we can put it in there. But it allows the corporate organization to look at this.


On the alt piece, to give you an idea, if a chief on a ship said geez, we ought to move this ladder ten feet to the left and it would make for better access to whatever. So he put in an alteration equivalent to repair. Go up through the whole chain of command, end up in the planning ships at NAVSEA and they would in many cases hire a contractor because we've skinnied up a lot of that folks, and we would pay that contractor $50,000 to develop the detailed alt to do that. Then we would say wait a minute, that's just the planning. Now we've got to spend another $50,000 to do it. I don't want to do it. That $100,000 bill is not worth the return on investment. That was transparent to us in the past. We didn't even realize what we were doing in sending those suggestions back to NAVSEA, that somebody was actually going to write a check for developing the detailed alts.


So we've now developed a process that lets us make those decisions up front. 


There's another piece of the alt, IBS, Integrated Bridge System. It's a wonderful alt that integrates everything on the bridge. Something we need to do. But if you look across the POM, it will take about 11 years to get it put in all the surface ships.


What happens is the schoolhouses now have to maintain normally there different ways of teaching the equipment on the bridge. If we develop a process that says we're going to fund and get this stuff installed, we'll have better configuration control of our ships; the integrated logistics piece of NAVSUP only has to support a couple of systems for a very brief period of time -- whether that's three years or five years, it's something less than 11 years. So there are all kinds of benefits to the training, to the logistics, to the tech manuals, to support that when you're able to focus your attention and get those alts done in a more measured way.


Balisle: So in reality if I might, Chris, you actually have more money to do the work. We're going to install actually more alts this way than we were before because all that money I was spending to develop alts that never got put on the ships, that money now would be available to put alts on ships.


So what we're really doing is saying we're going to write the ones we're going to do and we're going to do the ones we write. If you take all your money and you focus it efficiently that way you have a lot more money to do ship alts than if you are writing thousands of them you never do.


So it's actually an efficiency thing in that respect.


One other thing to amplify Admiral LaFleur's point about the impact of planning the work, if we're in a shipyard availability in a public yard and an emergent piece of work comes up late in the availability and we say we're going to do that in this availability, the ramifications of that can be enormous. 


The first thing it can do is it can slip that availability, you keep the ship in there longer, which is very expensive.


The second thing is that shipyard's loading was planning to go to other jobs and now they've still got that job so there's a domino effect.


What's really interesting in some cases is if you follow these dominoes across these very interrelated yards, you find that that additional maintenance work that you just added to an availability can actually end up changing the rates that we pay for a new construction ship in a private shipyard. That change to an aircraft carrier work package can affect what you're paying for submarines. And so consequently, again, if you only look at that job and you say should I do this or not in isolation, you might come up with either answer, yes or no. If you look at what it's costing you corporately and you say again, collaborating with the operational community, I can wait on that job for six weeks, 12 weeks or whatever to get out of the shipyard availability and then do it in continuous maintenance, you may find that it is dramatically more efficient to do that and that the operational risk you're taking is negligible in doing so, and in fact I believe we see that frequently.


So it is an issue here of just managing the process in a real-time, collaborative way, looking across the whole business that we're talking about doing and I think that's just common sense. We believe there's a chance to save a lot of money there and everything you save is more ships you buy, more work you do, so we think this is a good news story.


Media: I guess as trying to take the devil's advocate side of this, this sounds like from a corporate point of view this is more efficient. From an individual customer, i.e. ship point of view, it may not be more efficient.


Balisle: It may not, but there are two data points that I would hold up to you and it's the two I mentioned. In November of 2002 the response in the readiness was very very good, in fact superb. In Summer Pulse '04 so far the readiness of the force and its ability to meet those, again, pretty positive looking.


Now you're absolutely correct, we've got to have metrics as we go along here. The two I mentioned are big metrics but we've got to have smaller ones as well, to measure are we in fact creating situations that would surprise us in unintended consequences. But I will tell you one of the things, again SHIPMAIN, to go back to that, a key piece of that philosophy that we're implementing is to do things on a metrics-based approach where you are monitoring the impacts of these sorts of things on a continuous basis so if you find out you're getting an unintended consequence you hopefully find it early and you can do something about it.


We're not in a business right now, I believe, of transforming the Navy to an end state. I don't think in this day and age we feel we can predict the end state. What we're really trying to do is transform to a business model, if you want to call it that, and an operational model that is very flexible, very agile, very responsive, and then have a real-time assessment occurring so that you can change and flex and adapt to whatever the circumstances require, because no matter how well we predict, we're pretty confident downstream things are going to change, so it's really that kind of focus that we're talking about more than this is the answer and it's never going to change from this. I don't think that's the model any more.


LaFleur: And Chris, I would tell you, the IT systems that we had in the past were very disparate, they didn't talk to each other, and now we've got an enterprise solution that we're coming together with. It's rolled out in places like Norfolk and San Diego and we're able to find out the data that we never could look at before to see what things were costing us and what the impacts were. You can actually make excursions to figure out if we did this what would be the impact in some of those things. This is information we've never had before to make these kind of corporate-wide approaches.


Another part of SHIPMAIN is that we develop ship maintenance teams led by the CO. It involves people from the Regional Maintenance Centers that they have now, and the feedback from the COs is we give them a pot of money and they decide how they're going to use that money, and the control they feel over making sure that ship is ready is a big win in this. They have really felt more control than ever before at their future.


With that comes a thing called Maintenance Figure of Merit. We've worked with Phil's folks and the technical warrant holders to say what is the right maintenance and how do you measure the value of some of these things? We've been working for over a year in putting that into an algorithm that can make you decide what is the important jobs that need to be done and you can then track whether there is any backlog of key jobs that is building up because of funding. We could never do that before. It was all just based on notional You have an availability, you're a five year old DDG, you ought to get about this amount of money. Then the only measure of success was did you spend all the money?


So it didn't matter if you were spending that money on overhauling a fire pump or on putting new carpet in the ward room, you were spending the money. Now we can measure the value of each of those kind of jobs and make sure we're spending the money on the right kind of jobs.


Balisle: And it's not just doing the maintenance. It's got to be more than that. We also have got to figure out how to do the maintenance smarter. We've got to figure out how to harness all this technology that's abounding now and bring in new approaches and new mechanisms and new ways to do maintenance, raise the reliability of our equipment up so we don't have to maintain it as much, things like that. That has to be a big piece of this. Because if we just create a process that allows us to do maintenance under today's criteria very effectively and even efficiently, there's a limit to how far that can take you. You've really got to be working at the same time to bring in new processes. Distance support is one of those, for instance, that we believe for the future is going to have a huge impact on how we're going to do maintenance as an enterprise, but not only maintenance. How we're going to train, do logistics support, do personnel management, maybe medical support, and to do it through reachback. 


It's bringing in those kind of technologies as well as designing new and better equipment that we think has to be part and parcel to this as well.


Media: A question about materials and future ships that are special maintenance. The DDX is going to have composite components and LV 17 has some composite components also. As those ships enter service and then they go in for maintenance, what kind of skill sets, how do the metrics change for ships that have special materials or different types of design structure?


Balisle: I'll start and Admiral LaFleur can give the fleet side of this because I think there are two. 


We are looking at a very different Navy in the 21st Century, I believe. It will still have those capital ships that have served us so well, our carriers, our submarines, our cruisers and destroyers, amphibs. We're going to need those ships because for the world events we see transpiring right now and in the predictable future those ships are invaluable at projecting power forward when you need to and especially in a responsive way. But around that force I think you're going to see some new and different kind of ships coming on-line as well because the war we're engaged in right now, of course, is a classic, very different kind of war and it requires some new capabilities you didn't have in that blue water navy that created the ships we rely on today.


Well in those ships, those new ships, we are going to see some very different technologies and materials. You mentioned composite materials, different kind of metals, more avionics brought into shipbuilding, more automation, all those different kinds of things are going to become very evident. I believe higher speed over time and different propulsion systems as well. So how you bring that into the force is going to be a key piece of what we're going to be dealing with in the months to come.


It takes place in a couple of ways from the NAVSEA side of the business. The first is in our ship design, and we're working very closely right now with industry, we're looking at building ships different ways. You can see it now with LCS to some degree. That's not a traditional shipbuilding program. It's on a very different timeline. We're using a very different acquisition approach. Industry has responded in a bit of a new and unique way. It's consortiums that they brought together are best athletes with some participants who haven't historically been part of shipbuilding programs, bringing in a lot of new technologies. 


The way we're doing business, though, from the repair standpoint, it's going to cause changes as well. We've got to look at new procedures. The first thing is we're really trying to drive up reliability on these ships so that the parts and the design of the equipments can be managed and maintained in a different way. Reachback, distance support, is going to be critical in the operation of these new ships so instead of having everything out on the ship, we're able to work with fewer people there but we can reach back into the infrastructure and get the support that they need to do what they have to do on a different way.


We also I think are going to find that we're going to create new procedures for doing a lot of that work, to take advantage of the new materials. So it's a change in the business in several ways.


Let me end with one point. This is not just a Navy issue to me. It is a national issue. If the nation is going to have the fleet that it requires for the 21st Century characterized by ships of this nature, then I believe we're going to have to look at how are we shaping our shipbuilding industry nationally to ensure we're bringing in these kind of commercial technologies, these state of the art shipbuilding designs and shipbuilding techniques. How are we going to revitalize that workforce so that national U.S. shipbuilding is going to be a career of choice for our young people, to bring them in and be able to keep it a viable, vibrant industry for many years to come.


This is a national challenge to me and when we talk about things like stabilizing workforces in our shipbuilding and ship repair industry, revitalizing that workforce, bringing in state of the art technologies, I think it's something that the nation really needs to be about right now because we are going to need that Navy over these next decades and we're going to have to be sure that we're still capable of not only building it but also maintaining it in that cost effective, efficient way.


Media: Are you concerned about the reports -- POM '06 now we're showing four ships in a shipbuilding budget that previously had six which itself is a very low number. Are you examining ways of assisting the industry, giving more work, anything like that?


Balisle: I think we want the shipbuilding industry to be a healthy, vibrant industry that can meet the needs of the nation. That certainly means it's got to be able to build the Navy's ships, the Coast Guard's ships, the ships we need. 


We're always very sensitive to ship numbers. We have the realities of the budgets to live with, but clearly our objective is to be sure that we're building the right ships, we're building ships in the right technology, and we're building ships on a pace that will allow us to meet the operational need. So the objective is to be able to balance all those things across what sometimes is a very demanding budget to get the numbers that we need in the right sequence at the right time so that you're not only giving the Navy what it needs but that you're trying to ensure the industrial base can do what it needs to do to keep building that Navy.


Media: Can we just elaborate a little bit on this question in terms of the savings. Are you able to identify, all these things that you're doing, SHIPMAIN and all the rest, are you able to identify dollar figures that are being saved?


One of the big ideas behind Sea Enterprise is to generate savings we can use to build new ships. So are you able to quantify that and tell us either now or be able to tell us in six months?


LaFleur: In SHIPMAIN and I'm not going to get into the numbers only because I don't remember the exact ones, but we predicted a year ago that we would have a certain amount of savings in the 1B4B account which is the ship maintenance account. We thought we were unready to put it all on the table. Unfortunately the budgeteers heard that we predicted that kind of savings and they took it.


We have actually exceeded that in every category. They didn't take money out in all the categories, but they did in some. We have now predicted some savings out across the budget. And working with CFFC and CINCPAC Fleet, the Commander of PACFLEET, we have worked those into the numbers. This is predominantly on the commercial side which is what almost all the surface ships go through, and that's predominantly what SHIPMAIN is about is the commercial side.


So A, yes, early on we were able to predict some and those predictions have unfolded.


Balisle: That's a great question, Dale. At the corporate level I will tell you one of the big differences is there's a huge difference in savings and cost avoidance. What we normally do is we create cost avoidance and call it savings. We're very sensitive that in the initiatives we've been talking about we're going to see both. We're going to see cost avoidance. We also believe we're seeing savings. 


Savings, though, have to be captured. The real challenge in capturing savings is to capture them on a timeline and in a way that you can redirect what the money's being spent on with precision. That's what we've never had a process to do. I am confident, even today, we can show you a lot of savings. Real savings. We can identify them. The problem is we don't control well how we spend them. So they are getting spent on good stuff, don't get me wrong, but they may not be being spent on the highest priority stuff.


So what we are working on right now in parallel with our emphasis on lean, our emphasis on new efficiencies and how we're going to run the business is we're also working on a new business process by which we can manage money and redirect money and be able to do it on a timeline that gives our leadership the opportunity to spend it wiser.


This is going to take time. Again, as Tim said, we've never had a financial system that allowed us to manage money across the enterprise in that way, so therefore we've never done it. Now we're saying let's go do it. We think we can create some efficiencies to create savings. Now we've also got to follow through and create this ability to spend the money in a more viable way.


This is not easy, by the way because it's not strictly limited to Navy. Once you get into the budget process at that level you start to have to think in terms of DoD, you've got to interface with Congress, you've got all kinds of rules and regulations. So don't let me make you believe this is an overnight fix, but we do think we can make some significant in-roads here and we're very focused on it.


Being processed through Sea Enterprise Board of Directors and the programs that were set up as part of Sea Power 21, and we're working it hard. It's going to take a little while. There's a bit of trial and error. We tried some last year in the POM. We achieved some success. We found a lot of problems and we're working it real hard right now.


(END)
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