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For eword

merica's national security and economic well-being have long rested on its techno-

logical and industrial prowess. Over the four-decade-long Cold War, the Nation’s

defense technology and industrial base became largely isolated from the commer-

cid base, thus losing some of the benefits of the larger base. This isolation raised the
cost of many defense goods and services, reduced defense access to fast-moving commercia
technologies, and made it difficult for commercial firms to exploit the results of the Nation's
large defense science and technology investments.

Government officials and private sector executives have advocated the integration of the
defense and commercial sectors (often termed civil-military integration or CMI). The
claimed benefits of CM | include cost savings, increased technology transfer, and an increase
in the number of potential defense suppliers. A CM | strategy, however, demands extensive
modification of acquisition laws and regulations, and concerns over potential costs and risks
of such modifications have hindered change. Although several congressional and adminis-
tration initiatives have been launched to promote integration, to date, much of the defense
base remains isolated and the promised benefits of integration remain elusive.

This assessment found that greater CM | is possible. It confirms the potential for cost sav-
ings and increased technology transfer, but analysis indicates such savings are likely to be
less, and slower to redize, than many previous studies have suggested. Even so, cost savings
of even afew percent of total defense technology and industrial spending would amount to
hillions of dollarsin overall savings that might be used to meet other vital defense needs. The
most important benefit of increased CMI may be the preservation of a viable defense
technology and industrial capability in an increasingly fiscaly constrained environment. In-
creased CMI appears essentid if defense is to take advantage of rapidly developing commer-
cia technologies.

This assessment identified no "silver bullet” policies that might easily achieve CM |
_goas. Some policies can have broad effects, but in most instances the barriers to increased
CMI are sufficiently intertwined to demand a comprehensive (and complex) set of policies if
the projected benefits are to be achieved.

In undertaking this assessment, OTA sought information and advice from a broad spec-
trum of knowledgeable individuals and organizations whose contributions are gratefully ac-
knowledged. As with al OTA studies, the content of this report is the sole responsibility of
the Office of Technology” Assessment and does not necessarily represent the views of our
advisors and reviewers.
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Pr eface

Two recent reports by the congressional Office of Technology Assessment (OTA) examined the
nature of the defense technology and industrial base (DTIB) necessary to meet future U.S. national
security needs. ' These reports considered future military force structure alternatives, defense
technology and industrial needs associated with these forces, characteristics of a DTIB that could fill
those needs, and aternative strategies that might be employed to achieve the desirable DTIB charac-
teristics. One aternative recommended by many industry representatives and government officials is
the integration of the defense and commercial industrial bases.

Other recent studies have examined the benefits of and barriers to integration of the DTIB and the
commercial technology and industrial bases-often termed civil-military integration (CMI).”They
also recommended a number of possible actions to increase integration. This assessment builds on
their recommendations for possible actions to further integration.

This report responds to requests by the Senate and the House Armed Services Committees to inves-
tigate the potential for civil-military integration and the implications of such integration. It is divided
into six chapters and five appendices. Three of the supporting case studies (Composite Materials,
Flat-Panel Display, and Shipbuilding) are being published in a separate background paper.

Chapter 1 summarizes the principal assessment findings and presents policy options for consider-
ation by Congress. Chapter 2 discusses strategies for implementing increased CMI. Chapter 3 pro-
vides a general overview of CMI, including a detailed definition and discussion of integration at
several levels, reviews the debate on civil-military integration; provides a framework for considering
CMI; and outlines OTA’s approach to this issue. Chapter 4 addresses the current level of commercial
purchases, the potentia for purchasing more commercial goods and services, and the policies neces-
sary to support such a strategy. Chapter 5 examines the current level of process integration in R&D,
production, and maintenance, and the potential for greater integration in these activities. It also con-
siders the steps needed to implement such integration, as well as the benefits and risks associated with
these steps. Chapter 6 examines policies relating to that portion of the DTIB that islikely to remain
segregated. It considers CM | policies that might lower costs and increase the potential for technology
transfer in the segregated base.

! The Office of Technology Assessment’s earlier study of the defense technology and industrial base resulted in two reports:
Redesigning Defense: Planning the Transition to (he Future U.S. Defense Industrial Base, OTA-ISC-500 (Washington, DC: U.S.
Government Printing Office), July 1991 and Building Future Security: Strategies for Restructuring the Defense Technology and
Industrial Base. OTA-ISC-530 (Washington, DC: U.S. Government Printing Office), June 1992, and three background papers:
Adjusting 1o a New Security Environment: The Defense Technology and Industrial Base Challenge, BP-ISC-79 (Washington,
DC: U.S. Government Printing Office), February 1991; American Military Power: Future Needs. Future Choices, BP-ISC-80
(Washington, DC: U.S. Government Printing Office), October 1991; and Lessonsin Restructuring Defense Industry: The
French Experience, BP-ISC-96 (Washington, DC: U.S. Government Printing Office), June 1992.

I These studies include Use of Commercial Components in Military Equipment, conducted by the Defense Science Board in
1986 and 1989; The Center for Strategic and International Studies' Report on /nregrating the Commercial and Defense Technol-
ogies for National Srength, in 199 1; a report by the DOD Acquisition Law Advisory Panel, Sreamlining Acquisition Laws,
1993 and a report by the Defense Science Board Task Force on Defense Acquisition Reform, in 1993.
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