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About This Report

The research reported here was commissioned by the Chief of Staff of the U.S. Air Force,
Gen David Allvin, and conducted within the Resource Management Program of RAND Project AIR
FORCE as part of a fiscal year 2023 project, “Analyzing the Evolution of the Air Force Corporate
Structure and Implications.” The objective of the research was to provide actionable options for
improving the U.S. Air Force Corporate Structure and/or associated processes to meet the demand
for integrated capabilities for current and future warfighting needs, informed by a historical review of
related initiatives. The work focuses on the U.S. Air Force, but the principles are equally applicable to
the U.S. Space Force, and changes in either service will be more effective the more the services find
synergies. During the execution of the work, we expanded the scope to better inform the great-power
competition initiative undertaken by Secretary of the Air Force Frank Kendall."' The scope was
extended to examine any changes to organizational design meant to provide (1) more-effective force
structures for deterring and, if necessary, fighting a peer adversary and (2) better ways to fund and
field that force in a time frame that meets warfighting needs. The research was completed prior to the
announcement of organizational changes in the Department of the Air Force in February 2024.> This
report should be of interest to anyone considering a change in any part of the organizational design of
the U.S. Air Force, now or in the future.

RAND Project AIR FORCE

RAND Project AIR FORCE (PAF), a division of RAND, is the Department of the Air Force’s
(DAF’s) federally funded research and development center for studies and analyses, supporting both
the United States Air Force and the United States Space Force. PAF provides the DAF with
independent analyses of policy alternatives affecting the development, employment, combat readiness,
and support of current and future air, space, and cyber forces. Research is conducted in four programs:
Strategy and Doctrine; Force Modernization and Employment; Resource Management; and
Workforce, Development, and Health. The research reported here was prepared under contract
FA7014-22-D-0001.

Additional information about PAF is available on our website:

www.rand.org/paf/

This report documents work originally shared with the DAF on December 23, 2023. The draft
report, dated December 2023, was reviewed by formal peer reviewers and DAF subject-matter
experts.

! See Tirpak, “Strategy & Policy”; Losey, “Five Teams to Change How US Air, Space Forces Prepare to Fight China.”
% “Watch, Read: DAF Leaders Outline Sweeping Changes for ‘Re-Optimizing for Great Power Competition.”
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Summary

Issue

In this report, we examine, in the context of great-power competition, how to craft, assess, and
implement an organizational design in the U.S. Air Force to (1) design a force that is effective at
deterring and, if necessary, fighting a peer adversary and (2) fund and field that force in a time frame
that meets warfighting needs.’

Approach

We reviewed the history of the relevant aspects of organizational designs in the U.S. Air Force
since 1990, reviewed the academic literature on organizational design and change management in
organizations, and interviewed key players in force planning, force development, programming, and
budgeting—both retired and in current positions.

Conclusions

General Observations

There is no such thing as an optimal organizational design. Any organizational design facilitates
some activities and impedes others.

e Although there is no optimal organizational design, an organizational design can be assessed
by determining whether the design is fit for its intended purpose and the degree to which it is
coherent across its design elements.

e The organizational design at any level in the hierarchy should be flexible enough to meet the
variety of expected challenges the organization could reasonably face for at least the length of
time that changes at that level in the hierarchy are feasible.

e Therefore, the logical sequence of crafting an organizational design is to characterize the
environment, set a hierarchy of goals, impose a hierarchy of strategies, define processes, and
create structural divisions,

Without imposing a clear, comprehensive strategy at the enterprise level on the organization,
coherency of action will be difficult to achieve by design choices for organizational processes and
organizational structures alone.

3 By organizational design, we mean “the complete specification of strategy, structure, processes, people, coordination and control,
and incentive components” of an organization (Burton, Obel, and Hakonsson, Organizational Design, p. 26).



Assessment of Previous Efforts

Historical attempts have fallen short of meeting the objectives of (1) developing an integrated
force structure that is effective at deterring and, if necessary, fighting a peer adversary and that is not
overly biased to competing major command (MAJCOM) priorities and (2) funding and fielding that
force in a time frame that meets warfighting needs. Each effort suffered from not being well designed
for the purpose or from insufficient coherency of its organizational design elements (or some
combination of the two). Proposed future organizational designs should be evaluated using the
principles outlined in this report to ascertain whether they are sufficiently fit for their intended
purpose and the degree to which their organizational design elements are mutually consistent with the
intended purpose.

Crafting an Organizational Design

When crafting or evaluating an organizational design, the more an organization can
comprehensively answer the following questions, the more likely the organizational design will be fit
for its intended purpose and coherent in its design elements:

1. Has a clear strategy—as defined in Chapter 2 of this report—Dbeen imposed on the
organization?

2. Are the organizational design elements at all levels in the hierarchy flexible enough to meet the
variety of expected challenges the organization could reasonably face for at least the length of
time that changes at that level in the hierarchy are feasible?

3. Are data structures and data flows aligned with key decisions?

4. Can the requisite knowledge that resides lower in the hierarchy be transferred to the mind of a
central decisionmaker with sufficient fidelity and in sufficient time to inform decisions, and, if
some deficiencies in either fidelity or time cannot be mitigated by formal information flows, is
the risk induced by those deficiencies more tolerable than the lack of coherency that arises
from distributed decisionmaking, even with formal coordinating mechanisms in place?

5. Have adequate horizontal coordination mechanisms been created to mitigate the
consequences of any seams among elements of the organizational design?

Implementing Organizational Designs

Large changes in an organization are difficult. The more an organization can comprehensively
answer the following questions, the more likely the implementation of a major change to
organizational design will succeed:

6. Why is change needed?

7. What are the largest obstacles to change, in order of criticality?

8. What is the plan for overcoming the obstacles?

9. What are the time-sequenced, coordinated actions that will execute the plan to overcome the
obstacles?
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10. Are there enough senior leaders to serve in key leadership positions who are committed to
change and possess the skills to direct change, and, if some do not meet these criteria, can they
be convinced of the merits or sidelined?

11. Has a plan been developed to reduce any workforce resistance and learn from any voiced
concerns to improve the implementation of change?

12. Can key external supporters be found and cultivated?

13. Have the resources required for implementing change been identified?

14. Have the resources been secured?

15. Is there a plan for monitoring progress against the implementation plan, and are mechanisms
in place to adjust the implementation plan accordingly?

Organizational design is one of the most critical characteristics that determines how well an
organization fares against challenges, both internal and external. As the U.S. Air Force rises to meet
the challenge of great-power competition, we hope this report will be a useful guide for designing,
funding, and fielding an effective force.
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Chapter1

The Context for Change

We cannot predict the future. What we need is the right mix of technology,
operational concepts and capabilities—all woven together in a networked way that is
so credible, flexible and formidable that it will give any adversary pause. We need to
create advantages for ourselves and dilemmas for them.

—Lloyd J. Austin, ITT*

After two decades of counterterrorism and counterinsurgency operations in the Middle East, the
U.S. Air Force is now in a long-term great-power competition with the Russian Federation and the
People’s Republic of China, with the latter being the pacing threat.’ In response, the U.S. Air Force is
intensifying efforts to (1) design a force that is effective at deterring and, if necessary, fighting a peer
adversary and (2) fund and field that force in a time frame that meets warfighting needs. A key
question posed is what, if any, systemic changes the U.S. Air Force should make to facilitate those
efforts.® This report examines, in this context of great-power competition, how to approach the
question of systemic changes to an organization’s organizational design, a term we use to mean “the
complete specification of strategy, structure, processes, people, coordination and control, and incentive
components” of an organization.” The research was completed prior to the announcement of
organizational changes in the Department of the Air Force in February 2024.°

Key Research Questions
We address the following key research questions:
e Should the U.S. Air Force make any major changes to its organizational design to

— develop and acquire more-integrated warfighting concepts and requirements to meet
warfighting needs

* Austin, “The Pentagon Must Prepare for a Much Bigger Theater of War.”

> U.S. Department of Defense (DoD), 2022 National Defense Strategy of the United States of America. See also Office of the
Director of National Intelligence, Annual Threat Assessment of the U.S. Intelligence Community; DoD, Military and Security
Developments Involving the People’s Republic of China.

% Brown, Accelerate Change or Lose; Brown, “CSAF Action Order C”; Kendall, “Kendall: More Rapid Acquisition Is Within
Reach, If Congress Acts”; Allvin, memorandum to airmen on “follow through”; Tirpak, “Strategy & Policy”; Losey, “Five Teams
to Change How US Air, Space Forces Prepare to Fight China.” See also Saltzman, “Great Power Competition”; and Saltzman,
“Forging the Force.”

7 Burton, Obel, and Hikonsson, Organizational Design, p. 26.
8 “Watch, Read: DAF Leaders Outline Sweeping Changes for ‘Re-Optimizing for Great Power Competition.”



— fund its warfighting concepts and requirements more responsively?
e The topics embedded in this question have two dimensions:

—  What kinds of changes might be made to address these issues?
— Are the supposed benefits of those changes worth the costs of making the changes?

The goal of this report is to explain—through the lens of organizational design—why these issues
persist despite decades of attempts to resolve them and to present a framework for developing,
assessing, and implementing organizational design options for addressing these and similar challenges.

Research Approach

Our research approach had three main dimensions:

1. We examined the documentary record of the U.S. Air Force organizational design that was
pertinent to the research questions, going back to the 1990s.

2. We critically reviewed the academic literature on organizational design and organizational
change management. This review focused on academic studies based on empirical data using
rigorous methodologies over those from the business literature based more on anecdotal
experience. We selectively extracted insights tailored to the U.S. Air Force and the challenges
posed by the research questions.

3. We interviewed key participants. From June to December 2023, we conducted 23 interviews
with personnel who either currently have or once had key responsibilities in force planning,
operational requirements, programming, or budgeting. All interviews were not for attribution.
The interviews included active and retired personnel (military and civilian), from senior
leaders to action officers, going back as far as service in the 1990s in high-level positions. We
interviewed numerous individuals who held offices at the level of Secretary of the Air Force,
Chief of Staff of the Air Force, and major command (MAJCOM) commanders. Interviewees
held positions at headquarters U.S. Air Force, the Department of the Air Force (DAF)
Secretariat, MAJCOMSs, and other U.S. Air Force organizations. We also consulted with a
few individuals with knowledge of these activities in the other services and shared ideas with
members of the DAF Scientific Advisory Board who were working on a similar topic. Our
findings and recommendations are informed by, but are not a summary of, the insights we
gained from the interviews.

There are no simple metrics for crafting or assessing an organizational design. We argue in this
report that an organizational design is better when it is fit for the purpose it is intended to serve and
when its elements are consistent enough to generate coherent actions according to that purpose. To
understand the nuances of what those two attributes mean, a certain background in concepts and
terminology is necessary. That background is presented in Chapter 2 and provides guiding principles
for crafting an organizational design. Chapter 3 has two parts. First, we briefly describe previous
initiatives and use the framework from Chapter 2 to assess why those historical attempts to address
the aims described in our research questions fell short of their objectives. Then, we show how
organizational designs can enhance the U.S. Air Force's ability to address the research questions. The



goal is to offer a few promising areas for improvement to equip the reader with the tools for assessing
the merits of a candidate organizational design. In Chapter 4, we discuss challenges to organizational
change and principles for successful implementation of organizational transformation. In Chapter 5,
we summarize the report and draw salient conclusions.

Caveat

In this report, we examine the research questions through the lens of organizational design. The
research presented in this report was conducted in the closing months of 2023. During that time, the
DAF was deliberating important organizational design changes to address great-power competition.
We were not directly involved with those deliberations but were asked to provide research that could
be useful in guiding those deliberations. Accordingly, the work was scoped to determining the
principles of organizational design rather than proposing specific organizational design solutions. The
research was completed prior to the announcement of organizational changes in the DAF in February
2024.° Organizational design—as we argue throughout this report—is a key element in determining
whether the efforts to address the concerns underlying the research questions succeed or fail. But there
are other factors that can play important roles, such as leadership, resourcing, training, and education,
which we do not address because of time and resource constraints. The insights provided in this report
are most relevant for when the Chief of Staff of the U.S. Air Force and the Secretary of the Air Force
strive to accomplish a goal and the institution struggles to carry it out.

% “Watch, Read: DAF Leaders Outline Sweeping Changes for ‘Re-Optimizing for Great Power Competition.”



Chapter 2

Crafting Organizational Designs

A well-designed organization is flexible for the future as well as fit for the present.

—DMichael Goold and Andrew Campbell™

Although there is no single formula for crafting an organizational design, basic principles have
emerged from practical experience and decades of academic studies." In this chapter, we present
selected general principles of organizational design from the literature, with an emphasis on those
elements that are most directly informative for our research questions addressed in this report. We
draw predominantly on the principles that are best supported by rigorous, empirical studies and avoid
more anecdotal advice from the business literature. This chapter outlines how organizational design
principles can guide the resolution of the issues at the heart of the research questions. The next
chapter outlines how to use those principles to evaluate the wisdom of past, current, and proposed
organizational designs in the U.S. Air Force.

As stated in the previous chapter, organizational design is “the complete specification of strategy,
structure, processes, people, coordination and control, and incentive components” of an organization.'
We develop our discussion around strategy, processes, and structure. We consider people,
coordination and control, and incentives in the context of processes. Note that organizational
structure is but one component of organizational design. Organizational structures specify “(1) what
positions exist in the organization, (2) how these are grouped into units, and (3) how formal authority
flows among them.”” There is a general consensus—which we agree with—that the organizational
structures should follow and support the other components of organizational design. Structures
should not bias strategy or determine processes.'* Therefore, we examine how decisions about the
structure of the U.S. Air Force should emerge from the other factors of organizational design.
Specifically, the environment, goals, and strategy should determine processes, and the combination of
all should determine structure. The rest of this chapter will elaborate on this point.

10 Goold and Campbell, “Do You Have a Well-Designed Organization?” p. 123.

1 Mintzberg, The Structuring of Organizations; Anand and Daft, “What Is the Right Organization Design?”; Burton, Obel, and
Hakonsson, Organizational Design.

12 Burton, Obel, and Hikonsson, Organizational Design, p. 26.
13 Mintzberg, The Structuring of Organizations, p. 37.

14 Mintzberg, The Structuring of Organizations, p. 115. Structure affecting strategy has been documented; see Fredrickson, “The
Strategic Decision Process and Organizational Structure.”



Organizational Direction

Processes support the direction that an organization is seeking to take. Direction is composed of
strategies that provide guidance for how to achieve goals within environmental demands and constraints.

Environment

By the environment, we mean the context in which the U.S. Air Force must operate. The two
dimensions of the environment that are most relevant to this report are (1) the ambient conditions the
service faces (now and in the future) and (2) the organizations and processes that a unit in the U.S.
Air Force supports (i.e., its customers).

The ambient conditions component of the environment includes both external and internal
components. The external component comprises the threat and geopolitical conditions that the U.S.
Air Force must confront, both for deterrence and for warfighting. This external component largely
drives demand. The internal part comprises the domestic fiscal and political setting. This internal
component largely places constraints on options. Choices about any organizational design must be
mindful of both. Often, solutions are determined more by constraints than by objectives.

The main customers outside the DAF that are relevant to the research questions addressed in this
report are

o the combatant commands, which request capabilities and for whom forces are presented

o the Office of the Secretary of Defense (OSD), Cost Assessment and Program Evaluation
(CAPE), which evaluates proposed programs and provides direction

o the Office of the Under Secretary of Defense, Comptroller, which evaluates budget
submissions and provides direction

o the Office of Management and Budget (OMB), which provides fiscal constraints and priorities

o the Office of the Under Secretary of Defense for Policy (OUSD(Policy]), which issues
guidance for future warfighting needs

e Congress, which authorizes (and sometimes constrains) activities and appropriates budget
authority.”

Note that each unit in an organization can (and generally does) experience a somewhat different
environment.

In addition to customers outside the DAF, the U.S. Space Force is a partner service in the same
department that shares many support resources. Any organizational design for the U.S. Air Force that
fails to consider the ramifications for the synergies between the two services will diminish those
synergies.

Design elements (goals, strategies, processes, and structural units) are partitioned across an
organization. As an organization is partitioned into structural units, its goals, strategies, and processes
are also partitioned for different work groups. A key question with regard to organizational design is

15 All external entities, including the industrial base, play some role in decisions about organizational design. This list focuses on
those that drive policy decisions regarding operational requirements and programming.



the degree to which the partitioning of organizational design elements align, or do not align, with the
ambient conditions faced by the unit and the customers it serves.

In the organizational design literature, two dimensions of environment are identified as important
for organizational design choices: how complex the environment is and how dynamic it is. Complex (as
opposed to simple) environments are ones in which decisions are interrelated and supported by
information that is subject to uncertainty. Dynamic (as opposed to stable) environments are ones that
change over time. Organizational units faced with complex, dynamic environments tend to favor
decentralized decisionmaking and disfavor standardization of procedures. Organizational units faced
with simple, stable environments tend to favor centralized decisionmaking and standardization of
procedures.'

Goals

A goal is a desired end state that an organization—or a unit within an organization—strives to
attain, We use the term synonymously with objective. The U.S. Air Force has multiple goals, in line
with its complex environment. An important part of an organizational design is the specification of
coherent goals at all levels of an organization’s hierarchy—a hierarchy of goals.

Strategy

The terms strategy and goal are sometimes used nearly interchangeably in DoD. Many strategy
documents in DoD are descriptions of aspirational goals for the organization. Few specify the
obstacles to achieving the goals, the actions to take to overcome those obstacles, or which goals to
subordinate or sacrifice and therefore where to take risks. Thus, strategy documents often fail to
sufficiently guide decisionmakers who are lower in the hierarchy.

Following Richard Rumelt, we make a distinction between goals and strategies. We use the term
strategy to mean a set of specific actions to take to achieve a goal. A strategy, therefore, specifies choices
about what will be done and what will be sacrificed to attain certain goals. In Rumelt’s words,

The kernel of a strategy contains three elements:

1. A diagnosis that defines or explains the nature of the challenge. A good
diagnosis simplifies the often overwhelming complexity of reality by
identifying certain aspects of the situation as critical.

2. A guiding policy for dealing with the challenge. This is an overall approach
chosen to cope with or overcome the obstacles identified in the diagnosis.

3. A set of coberent actions that are designed to carry out the guiding policy. These
are steps that are coordinated with one another to work together in

accomplishing the guiding policy."”

16 Mintzberg, The Structuring of Organizations, Ch. 15, pp. 267-287; Burton, Obel, and Hikonsson, Organizational Design, Ch.
3, pp. 47-66. For a contrary view, see Alonso, Dessein, and Matouschek, “Organizing to Adapt and Compete,” which argues for
centralization in some cases to better adapt to a changing environment.

7 Rumelt, Good Strategy, Bad Strategy, p. 77. Italics in the original.



Elaborating further,

Strategy is visible as coordinated action imposed on a system. When I say strategy is
“imposed,” I mean just that. It is an exercise in centralized power, used to overcome
the natural workings of a system. This coordination is unnatural in the sense that it

would not occur without the hand of strzltegy.18

Part of organizational design is creating a hierarchy of coherent strategies to achieve the goals of
the overall organization. The highest level leader issues strategy that directs the next level down in the
hierarchy, which develops its more detailed derivative strategy, and so on to form a hierarchy of
coherent strategies. In this way, strategic vision flows downward through the hierarchy. Although it is
considerably informed by inputs from below, strategy does not aggregate from the bottom upward."”
The purpose of strategy documents, in the context of our research questions, is to provide guidance
for making difficult decisions, reducing the need for ad hoc requests for guidance from higher levels in
the hierarchy. These documents guide delegated decisionmakers in making coherent decisions in line
with organizational goals. The hierarchy of strategies forms a foundation for the subsequent elements
of organizational design. Since an entity’s strategic vision will necessarily change over time (it is part of
the dynamic environment), the other parts of its organizational design need to be flexible enough to
accommodate those changes, or the organizational design elements need to be able to change in
response to changes in the strategic vision.

Organizational Processes and Their Elements

At the heart of an organization are its processes. We use the term process to mean “an organized
group of related tasks and activities that work together to transform inputs into outputs that create
value for customers.”” Customers might be internal or external to the U.S. Air Force, or both.
Processes follow strategies to accomplish goals within the environment. We frame the discussion of
processes in the context of the research questions addressed in this report in terms of decisions and
decisionmakers for processes. To address the research questions, the elements that we treat are

e where decision rights should lie
e how decisions should be supported
e accountability and incentives

e people and culture.

These four elements are not an exhaustive list of organizational design elements that are relevant to
processes. Workflow structures, for example, are also important. We highlight these four because we
judge them to be the most important elements that are relevant to the key research questions
considered in this report.

18 Rumelt, Good Strategy, Bad Strategy, p. 90. Italics in the original.

1% This concept is derived from principles of organizational design. It has echoes of, and is consistent with, the strategies-to-tasks
concept introduced by Glenn Kent for military force planning. See Kent, Concepts of Operations; Kent, A Framework for Defense
Planning; Thaler, Strategies to Tasks; and Kent, Thinking About America’s Defense, pp. 115-121.

%0 Daft, Organization Theory and Design, p. 116.



Locus of Decision Rights

The basic principles for the allocation of decision rights in an organization are well established. In
the DAF, most authorities lie with the Secretary of the Air Force and the Chief of Staff of the Air
Force. Those leaders, in turn, delegate most decisions for practical purposes. Determining where to
delegate decisions in an organization should be guided by where the requisite knowledge to make that
decision lies. In general, for central control, a decision should be delegated to the highest echelon of
the hierarchy of an organization to which the knowledge can be transferred (1) with sufficient fidelity
and (2) in sufficient time to make a sound decision. If the requisite knowledge cannot be moved with
sufficient fidelity or in sufficient time, the decision rights should be delegated to the level in the
organization at which those criteria can be met.* For the requisite information to be useful for a
decisionmaker, it must be information that decisionmakers can have in their heads or at their
fingertips, not just information that is available in a data system within their organization. There is
also a counterbalancing need to push decisions downward in the hierarchy—without violating these
knowledge constraints—to avoid overloading decisionmakers who are high in the hierarchy.

In the section above on environment, we noted that organizational units faced with complex,
dynamic environments tend to favor decentralized decisionmaking and disfavor standardization of
procedures. In the context of the allocation of decision rights, the degree to which the environment is
dynamic is relative. Can the requisite information flow in time for a particular decision? If the decision
relates to informing Program Objective Memorandum (POM) deliberations, the time scale is days to
weeks. If the decision is whether to abort a combat mission, the time scale is seconds to minutes.

The greater the number of decisions that are delegated, and the further down a hierarchy they are
delegated, the greater the challenge a leader has in retaining coherency of decisions and the more
important it is to impose a coherent enterprise strategy. Each decisionmaker acts within their
(delegated) agency to meet their goals and strategies in their environment. Coherency of action in an
organization, therefore, is provided by the hierarchy of goals and strategies and the ability of the leader
to impose those goals and strategies on subordinates. The less forcefully goals and strategies are
articulated and imposed, and the less coherent they are, the higher the risk that the organization will
fracture into parochial interests.

Supporting Decisions

In a sound organizational design, a decisionmaker is granted decision rights because they possess
the requisite knowledge to make that decision. A critical component to making decisions is the quality
of that knowledge. If the requisite knowledge must be assembled from data that are poorly structured
relative to decisions to be made, decision quality will erode, and decision timelines will expand.”> The

! Melumad and Reichelstein, “Centralization Versus Delegation and the Value of Communication”; Jensen and Meckling,
“Specific and General Knowledge, and Organizational Structure”; Dessein, “Authority and Communication in Organizations”;
Alonso, Dessein, and Matouschek, “When Does Coordination Require Centralization?”; Dobrajska, Billinger, and Karim,
“Delegation Within Hierarchies.” See also Marengo and Pasquali, “How to Get What You Want When You Do Not Know
What You Want.” For a discussion of information flow to support a commander’s needs in the military context of command and
control, see Kahan, Worley, and Stasz, Understanding Commanders’ Information Needs.

%2 See Galbraith, “Organization Design.”



more that data structures are aligned to the decisions that they support, the more responsive the
decisionmaking can be.

Often, data must be processed by analysis to produce knowledge. Likewise, the more the
decisionmaker has access to analysis tailored to their decisions, the higher the fidelity of the decisions
they can make. The better the analyst can express uncertainties in derived knowledge, the better a
decisionmaker can understand the risk of a decision.

Accountability and Incentives

Formal authorities direct the workforce to execute processes in accordance with strategy to meet
goals. But personnel have agency and can use that agency to balk, either passively or actively, in pursuit
of parochial goals.” Accountability and incentives augment formal authorities in curbing this
tendency, as does organizational culture (treated in the next section).* By incentives, we mean the
perceived costs and benefits to an individual for taking some action. One formal mechanism for
accountability and incentives is individual performance rating. We highlight two factors that inhibit
accountability and incentives from curbing parochialism in the context of our research questions. One
is the dispersion of decision rights across multiple decisionmakers, by which we mean the allocation of
a decision to a group of individuals across organizational units rather than to a single individual. The
more decisions are dispersed, the less accountable individuals are. Another is performance rating. The
more performance rating is tied to unit-level performance and less to enterprise-level contributions,
the less accountable individuals are for overall organizational goals and strategies—i.e., the
organization wants enterprise-level outcomes but rewards individuals for parochial behavior.”

People and Culture

A second way to persuade the workforce beyond formal authorities is organizational culture. We
define organizational culture as

the pattern of basic assumptions that a given group has invented, discovered, or
developed in learning to cope with its problems of external adaptation and internal
integration, and that have worked well enough to be considered valid, and, therefore,
to be taught to new members as the correct way to perceive, think, and feel in relation

to those problems.”

Cultures are vital to the military services. Cultures provide pressures that align individuals’
interests to a group. The overall culture of the U.S. Air Force can be a powerful mechanism for
suppressing parochial interests. But subcultures in the U.S. Air Force can enhance parochial interests

2 Brower and Abolafia, “The Structural Embeddedness of Resistance Among Public Managers”; Marengo and Pasquali, “How
to Get What You Want When You Do Not Know What You Want.”

4 See Mookherjee and Reichelstein, “Incentives and Coordination in Hierarchies.”

%5 Kerr, “On the Folly of Rewarding A, While Hoping for B.” See also Boettger and Greer, “On the Wisdom of Rewarding A
While Hoping for B.”

26 Schein, “Coming to a New Awareness of Organizational Culture,” p. 3.



and hamper the ability to agree on appropriate enterprise-wide compromises. When properly
managed, subcultures are not inherently problematic for central direction. A large organization needs
distinct subcultures as part of its organizational design to carry out its variety of goals and strategies,
but leaders must be attentive to when such subcultures occasionally need to be overcome for enterprise
cohesion and must have a strategy to do so.”

Organizational Structures

As mentioned earlier in this chapter, organizational structures specify “(1) what positions exist in
the organization, (2) how these are grouped into units, and (3) how formal authority flows among
them.”” Generally, in the U.S. Air Force, the way that the workforce and workflows are grouped into
units determines the positions. For the purposes of our research questions, we treated the flow of
formal authority in terms of allocation of decision rights. In this section, we focus on the grouping of
the organization into units.

When forming organizational units, parts of the workforce are grouped together and work under
common direct leadership, and others are separated. Structural seams divide who works under
common supervision, who shares common resources, and who shares common performance rating
criteria. There is no optimal way to group elements of an organization into units. Structural seams will
inevitably cross common goals, common strategies, processes, information flows, workflows, and other
important organizational elements. Like many other elements of organizational design, the structural
units in most organizations do not emerge from systematic analysis but evolve over time and often are
driven by political considerations.”

When a choice is made to place a structural seam in a particular place in an organization, the seam
will enhance some activities by collocating them in the same unit and impede others by separating
them. Therefore, two components of decisions of where to place structural seams are equally
important: (1) what to group together and (2) how to facilitate the necessary coordination across the
structural seams.*

The guiding principle for where to place seams is as follows: (1) form organizational divisions to
minimize the number of goals, strategies, and processes being cut by the seams and (2) place seams
where the organization is willing to take risk. In other words, all structural divisions create seams that
cause disruptions in some functioning of an organization, and what the organization is willing, and not
willing, to risk disrupting should govern how to structure divisions. Common considerations for
grouping that are relevant to our research questions are grouping by common customer (e.g., Pacific
Air Forces is grouped in alignment with U.S. Indo-Pacific Command), by common function (e.g.,
depot maintenance in the Air Force Sustainment Center), by common mission (e.g., nuclear

" See Goold and Campbell, “Do You Have a Well-Designed Organization?” especially p. 120.
8 Mintzberg, The Structuring of Organizations, p. 37. See also Albert, “What Do You Mean by Organizational Structure?”

29 Mintzberg, The Structuring of Organizations, Ch. 7, pp. 104-133; Burton, Obel, and Hékonsson, Organizational Design, Ch. 4
and 5, pp. 67-128; Goold and Campbell, “Do You Have a Well-Designed Organization?” p. 117.

3% Mintzberg, The Structuring of Organizations, Ch. 9 and 10, pp. 148—180.
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intercontinental ballistic missiles in the 20th Air Force), or to create or preserve subcultures (e.g., the
nuclear community).

Formal mechanisms are often instituted to facilitate coordination across units.>! Formal
mechanisms for coordination across organizational divisions facilitate necessary knowledge flow but
consume resources and time.”? The most salient such mechanism in the U.S. Air Force is the process
known as coordination, which forces consultation and a large degree of consent across stakeholder units
when issuing policies and making certain decisions. Many other tailored mechanisms are employed in
the U.S. Air Force to facilitate coordinated actions across organizations, such as Red Flag exercises,
general-officer steering groups, working-level groups, and many others. Another formal mechanism—
but one that, to our knowledge, is not often used in the U.S. Air Force—is incentivizing the workforce
via performance ratings that consider how well personnel interact with stakeholders that are external
to their unit to achieve enterprise goals and strategies. But many mechanisms for coordination in an
organization are informal. Some examples are ad hoc cross-functional teams and culture.

Different units in an organization often adopt different structures according to their local needs.
There can be justifiable reasons for an organization to choose different structures across the
enterprise.

Discussion

Organizational Responsiveness

One key attribute of an effective organization is that it be responsive. By responsive, we mean that
the organization can successfully adapt to changes in its environment.”> Examples of changes in the
environment for the U.S. Air Force are the threat environment it faces, the national objectives it is
assigned, fiscal constraints that are imposed on it, and technological opportunities available to it,
among many others.

Central to an organization’s responsiveness is its ability (1) to accurately sense changes to its
environment in a timely manner, (2) to correctly interpret the ramification of those signals, and (3) to
act appropriately in response.’* These three actions depend on neatly every aspect of an organization,
but all three are affected by the choice of organizational design elements.

The first two actions are related to the ability of an organization to incorporate new information
from its environment and effectively disseminate that information internally, which is called its
absorptive capacity.”® The absorptive capacity of an organization depends considerably on the
capabilities and training of its individuals. But it also depends on the ability of the organization as a
whole to ingest information, interpret it, and move that information to the right locations within the

31 Gee Ching, Holsapple, and Whinston, “Reputation, Learning and Coordination in Distributed Decision-Making Contexts.”
32 Majchrzak, More, and Faraj, “T'ranscending Knowledge Differences in Cross-Functional Teams.”

33 We mean environment in the sense defined earlier in this chapter.

3* Kiesler and Sproull, “Managerial Response to Changing Environments.”

3> Cohen and Levinthal, “Absorptive Capacity.”
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organization in a timely manner. These abilities depend on the organizational structure and
organizational cultures.*®

Since the environment is complex and dynamic, ingestion of information into a large organization
is beyond the scope of any one unit, including headquarters. Also, if a limited number of units serve as
a gateway for information ingestion, any error in collection or interpretation can lead to misdirection
of the organization. Many, if not all, units need to be ingesting information about the environment
and passing relevant information to other units.”

Effective horizontal coordination mechanisms facilitate these communications, particularly in
networks that transcend formal boundaries.”® Horizontal coordination mechanisms need to be
designed with this goal in mind. Differing cultures, however, impede the flow of information because
units with distinct cultures process and prioritize information differently. Cultural elements can also
engender “not invented here” pathologies.” Mechanisms need to be introduced to mitigate these
tendencies.

From an organizational design perspective, perhaps the most critical element is that any changes
needed to the organizational design to adequately act on environmental changes can be done quickly
enough to adequately address those environmental changes. The main organizational design elements
that we consider in this report are goals, strategies, processes, location of decision rights, mechanisms
for supporting decisions, accountability and incentive mechanisms, culture, and the placement of
structural divisions. Some of these elements can be changed quickly, others take very long periods.
Goals and strategies can be changed with the stroke of a pen. Culture can take a generation or more to
change. Others fall between these extremes.

Changes to the organizational structure of the U.S. Air Force are good examples of temporal
variance and its consequences. A wholesale change to the largest organizational units of the U.S. Air
Force—the MAJCOM structure—cannot be done frequently. Since the creation of the service in
1947, only one such change has been made: the reorganization in the early 1990s. Because a change of
that magnitude can only occur every several decades, the higher-level organizational design needs to be
flexible, meaning that it can adapt to the variety of environments, goals, and strategies that it will
confront and pursue over that period. The organization should not be built to serve only the most
pressing circumstances of the day. This leads to the following key observation: The organizational
design at any level in the hierarchy should be flexible enough to meet the variety of expected
challenges that the organization could reasonably face for at least the length of time that changes
at that level in the hierarchy are feasible.

For an organization to handle the variety of challenges that its environment presents, it must have
at least the variety of means of response to match the variety of challenges it faces.* For example, if the
U.S. Air Force needs—over the period of existence of a high-level organizational structure—to be able

36 See de Waard, Volberda, and Soeters, “Decentralization and Decomposability.”

37 De Waard, Volberda, and Soeters, “Decentralization and Decomposability” therefore argues for modular organizational
structures with well-managed coordination mechanisms among the units.

3% See Snyder and Snyder, “Developing Adaptivity and Responsiveness in Organisations Through Human Network Structures.”
%% Greenwood et al., “Institutional Complexity and Organizational Responses.”

0 This statement is a colloquial expression of Ashby’s mathematically rigorous Law of Requisite Variety (Ashby, “Requisite
Variety and Its Implications for the Control of Complex Systems”).
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to prioritize current readiness challenges over long-term force development and then to be able to
prioritize long-term force development over current readiness challenges, then the organizational
design must have the flexibility to meet both of those challenges. This is one measure of organizational
responsiveness. If the organizational design can meet new demands, either because its organizational
design can accommodate those demands or because it can adapt to those demands in time, it is
resilient. If the organizational design cannot meet new demands because its organizational design can
neither accommodate those demands nor adapt to those demands in time, it lacks responsiveness.

Integrated View

When crafting an organizational design, the order of choosing design elements is important.
Design elements are interdependent and need to work harmoniously together.* Goals and strategies
should be guided by the environment and used to determine the processes and structural divisions.
Without well-articulated, coherent goals and strategies, the workforce will struggle to achieve the
goals articulated by our research questions, even when equipped with well-designed processes and
organizational structures. Therefore, the logical sequence of crafting an organizational design is
(1) characterize the environment, (2) set a hierarchy of goals, (3) impose a hierarchy of strategies,
(4) define processes, and (5) create structural divisions.

Many of the elements of organizational design mentioned here are partitioned in a hierarchy:
goals, strategies, processes, decisions, and structural divisions. It does not take much size or
complexity to make it impossible to avoid seams in one design element that do not coincide with
seams in others. Making choices in terms of what to group, and what to separate, involves
compromises. To the maximum extent possible, decisions of where to place seams should be informed
by the priorities of the organization and where the organization is willing to take risk.* It is, therefore,
an agreed point in organizational design that although there is no optimal organizational design, an
organizational design can be assessed by whether the design is fit for its intended purpose and the
degree to which it is coherent across its design elements.

In the next chapter, we use the principles outlined in this chapter to examine organizational
designs that are relevant to our research questions.

! Rivkin and Siggelkow, “Balancing Search and Stability.”

*2 Burton and Obel, “The Science of Organizational Design.”
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Chapter 3

Evaluating Organizational Designs

g

‘[O]rganizational change involves risk. The consequences of changing are usually less
well known than the consequences of not changing.”

—Henrich R. Greve®

In this chapter, we examine—through the lens of organizational design—the ways in which the
U.S. Air Force has grappled with the questions of (1) how to develop and acquire a more-integrated
force structure to meet warfighting needs and (2) how to fund its activities more responsively. The
evaluations in this chapter are not overall assessments of the initiatives addressed. Rather, we evaluate
the degree to which the initiatives did or did not achieve the two objectives above. Factors outside
organizational design can, and often do, play a role in the success or failure of an initiative. Leadership
effectiveness, for example, can be decisive. But when multiple leaders over decades fail to solve the
same problem, there is likely some failure of organizational design. In the first part of this chapter, we
address why the U.S. Air Force has largely failed to adequately achieve the two objectives above by
determining which attributes of the organizational designs that were tried caused the service to be
chronically frustrated by the same problems. In the second part, we examine potential courses of
action regarding changes to the organizational design with respect to our key research questions. Our
intent is to better equip the reader for how to determine whether a candidate organizational design is
fit for its purpose and whether its elements are mutually coherent. This discussion should not be
construed as advocating for the adoption of specific organizational design solutions.

Historical Organizational Designs

Description

The main initiatives for planning and operational requirements inputs into the U.S. Air Force
POM-build process over the past two decades are the following:

e Capabilities Review and Risk Assessment (CRRA)
e Core Function Lead Integrators (CFLIs), who issued Core Function Master Plans (CFMPs)
e Air Force Warfighting Integrating Capability (AFWIC; now Air Force Futures).*

B Greve, “Performance, Aspirations, and Risky Organizational Change,” p. 58.

* The descriptions and assessments in this section are based on the documentary record of these processes, insights from
interviewees, and contemporary observations of these initiatives by the authors.
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Figure 3.1 depicts these initiatives from 2000 to 2023. As the figure shows, each initiative lasted about
seven years, or approximately two terms of the Chief of Staff of the Air Force. During this period, the
organizational design of the Corporate Structure for building the DAF portion of the POM/Budget
Estimate Submission (BES) remained stable relative to these initiatives.*

The CRRA era began in July 2002 and lasted until about 2009. The purpose of the CRRA was to
provide analytical rigor to the U.S. Air Force POM/BES and balance the force’s capabilities according
to warfighting priorities. The CRRA process scored each program element in the U.S. Air Force
against how well it supported approved Defense Planning Scenarios. For a given resourcing level
(manpower, funding, and equipment), how well did each program element satisfy the needs of the
scenario across the Future Years Defense Program? At the time, OUSD(Policy) and the Joint Staff J8
issued a portfolio of Defense Planning Scenarios. The way in which the CRRA was performed and
the level of integration of the effort across the enterprise evolved during the CRRA'’s existence. The
effort was organized in a new unit in the Air Staff and had a staff of fewer than 100 personnel but was
also supported by the MAJCOMs. Its product was an input into POM deliberations.

Figure 3.1. Relevant Initiatives from 2000 to 2023
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NOTE: The top bar shows the tenures of the Chiefs of Staff of the Air Force over the period. The middle bar shows the
rough periods of operation of the three main initiatives. The timeline is in calendar years.

The CRRA had a mixed reception. The strength of the CRRA was in its attempt to provide an
analytical basis for decisions that were tied to OSD-level plans. Although the CRRA had its
supporters, many (perhaps most) senior leaders did not have enough confidence in the quality of the
CRRA analysis over its tenure to make difficult decisions based on CRRA outputs alone. The analysis
was generally perceived as a “black box” that outsiders did not understand. Inputs for the evaluation
were often based on the judgment of participants who rarely had a comprehensive understanding of
the three main components: the Defense Planning Scenarios, budgeting details of the program
element under consideration, and operational impacts. When CRRA outputs coincided with military
judgment, the CRRA analysis was viewed as providing little additional value. When outputs departed
from military judgment, the CRRA analysis did not have enough acceptance to convince leaders to

follow its results.

* The Corporate Structure is the set of deliberative bodies at headquarters that build the POM.
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The CRRA was followed in 2009 by CFLIs, an initiative that took the 12 core functions used by
the CRRA to structure its analysis and assigned leadership for each core function to a MAJCOM
commander.* The idea was that, if MAJCOM commanders had enterprise responsibility for core
functions, they would act in a more enterprise-oriented fashion. Some core functions aligned very well
with a MAJCOM'’s organize, train, and equip responsibilities (e.g., Space Superiority was aligned with
Air Force Space Command), and some functions spanned the purview of multiple MAJCOMs. The
most extreme case of the latter was the Agile Combat Support core function, which was assigned to
Air Force Materiel Command but spanned all MAJCOM:s. Air Combat Command was assigned five
core functions.”” During this period, the U.S. Air Force presented its budget by core function. The
first Air Force Posture Statement to do so was the fiscal year 2010 budget.* The initiative produced
12 CFMPs. To our knowledge, no integrated plan was ever produced, so the enterprise plan was an
aggregation of the 12 CFMPs.

Frustrated by the fragmentation of the CFLIs and lack of a coherent force structure, the U.S. Air
Force stood up AFWIC (now Air Force Futures) in October 2017. The purpose of Air Force Futures
was to centralize force structure decisions and thereby drive more enterprise solutions in the POM, as
well as to respond more rapidly and with more innovation to emerging threats.” As of late 2023, Air
Force Futures still operated as an organization in the Air Staff with those goals.

Assessment

Although the three initiatives, over a period of two decades, were motivated to some degree by a
desire to address the issues underlying the research questions of this report, such issues nevertheless
persist. In this section, we use the principles of organizational design from the previous chapter to
understand why.

Goals and Strategies

The character and details of enterprise goals and strategies changed over the period of the three
initiatives, but we argue that these goals and strategies consistently fell short of imposing sufficient
central direction on the enterprise to realize an integrated force structure and POM. As discussed in
the previous chapter, central direction is imposed on an organization by clearly articulating goals and
strategies, assigning tasks to individuals, monitoring those individuals’ performance against the goals
and strategies, and holding those individuals accountable.

The CRRA received and provided incomplete direction. Interpretations of how to use a portfolio
of Defense Planning Scenarios as a goal were inconsistent among working groups. Defense Planning

* The original 12 service core functions were Agile Combat Support; Air Superiority; Building Partnerships; Command and
Control; Cyberspace Superiority; Global Integrated Intelligence, Surveillance, and Reconnaissance; Global Precision Attack;
Nuclear Deterrence Operations; Personnel Recovery; Rapid Global Mobility; Space Superiority; and Special Operations. Later,
Education and Training was added.

47 These core functions were Air Superiority; Command and Control; Global Integrated Intelligence, Surveillance, and
Reconnaissance; Global Precision Attack; and Personnel Recovery.

48 Donley and Schwartz, “United States Air Force Posture Statement 2009.”

*# See Knopman et al., Proposed Analytical Products for the Air Force Warfighting Integration Capability.
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Scenarios were sometimes incomplete (e.g., there was no scenario for nuclear operations or
conventional-nuclear integrated operations). These scenarios were better suited as a guide for making
investments in weapon systems than for funding foundational accounts, leaving the strategy a limited
guide for many funding decisions. Analysis alone could not replace written direction from the top of
the organization in terms of where the service was willing to take risk and where it was not, in a form
that could guide difficult working-level decisions. The CRRA methodology was not well suited to
discovering new ways of warfighting or determining how to balance those against funding
foundational accounts. The strategy and hierarchy of strategies—as defined in the previous chapter—
were insufficient to impose strong central direction.

The CFLI initiative, in effect, delegated the strategy for the U.S. Air Force to a set of MAJCOM
commanders. To the extent that the U.S. Air Force had an enterprise-wide set of prioritized goals and
strategies during that period, this set was the aggregation of the 12 CFMPs. The process was
analogous to a hypothetical case of a company’s chief executive officer (CEO) asking each vice
president to develop independent strategies and forming a corporate strategy from the aggregate.
Preferably, a CEO (or corporate leadership collectively) identifies an opportunity, the obstacles for
achieving it, and what the company is willing to sacrifice to get there. The CEO then tasks each vice
president with developing goals and strategies for their level of the hierarchy. What research and
development is needed? What must operations do? What strategies will marketing take? And so on.
The feasibility of those strategies refines the corporate strategy. The CFLI initiative treated the U.S.
Air Force as a collection of 12 functions rather than as a single enterprise with a common mission.

Throughout, including the current period of Air Force Futures, we assess that strategic guidance
tended to fall short of a true strategy in two ways. In some instances, the guidance was an exhaustive
list of goals for the service without explicit prioritization of those goals. Often, these lists were not
documented in writing with sufficiently detailed prioritizations to enable working-level members to
make difficult decisions in terms of where to accept risk and where to avoid risk according to enterprise
direction. Many decisions are necessarily delegated. But, for coherence of action, decisionmakers need a
clear commander’s intent to guide their decisions. Without that guidance, the resulting outcome often
involved a struggle to achieve a coherent budget without elevating decisions in the hierarchy. Another
shortcoming was that the direction was, at times, overly focused on a few high-priority goals, such as a
few dear weapon systems or a particular mission. The U.S. Air Force has many assigned (diverse)
functions to provide for the nation, as reflected in the 12 core functions. Goals and strategies for the
workforce across all those functions are needed to guide decisions on how to balance risk across the
enterprise and to give top cover when a decisionmaker needs to give up part of their piece as an offset
for the betterment of the enterprise.

Strategy is paramount. Without a clear, comprehensive strategy at the enterprise level that is
imposed on the organization, coherency of action will be difficult to achieve by design choices for
organizational processes and organizational structures alone.

Processes
Force Structure

The locus of decision rights varied considerably across the three initiatives. The CFLI initiative
decentralized decision rights for force structure requirements—and, to a large extent, POM
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decisions—to MAJCOMs. The CRRA was mixed, with a centralized process and with considerable
involvement of the MAJCOMs for execution. The current AFWIC/Air Force Futures process is
centralized for planning and operational requirements but gives considerable weight to the
MAJCOMs for POM priorities regarding force structure, especially because the MAJCOMs serve as
lead commands for weapon systems.

Assigning specific missions to MAJCOMs acting as CFLIs also introduced a bias for solutions to
problems. Consider the example of positioning, navigation, and timing (PNT). As a mission need,
PNT was assigned to the CFLI for Space Superiority, the commander of Air Force Space Command.
Doing so biased potential solutions for the PN'T problem to orbital systems. That is a natural
outcome of the skills and culture of the workforce. Overcoming this tendency (specifically, to be
agnostic to the solution type) would require very strong horizontal coordination mechanisms under
the CFLI construct and an incentive structure that favors enterprise priorities. (We discuss
coordinating mechanisms below.)

Programming

Programming decisions have been supported by Corporate Structure data and data systems. The
basic units of the planning, programming, budgeting, and execution data are program elements and
appropriations. Programs are broadly related activities and are defined within DoD. Appropriations
are government-wide and align with how Congress grants budget authority (e.g., operations and
maintenance, military personnel, procurement). Every dollar of budget authority granted to the DAF
lies in a distinct program and appropriation. Program elements, in general, contain multiple
appropriations. There are more than 800 program elements in the DAF. The number and
constitution of program elements change over time as new programs start and old programs are
canceled, but the changes have not constituted a radical restructuring. Data were held, manipulated,
and archived in the DAF with the Automated Budget Interactive Data Environment System
(ABIDES), which was replaced by the Program and Budget Enterprise System (PBES) in 2022.

Programs and appropriations are largely defined for accounting purposes. High-level decisions
about force structure and overall military capabilities do not align well with program elements or
appropriations. If a senior leader wishes to understand or direct a change in the balance between
readiness to meet current needs versus capabilities to meet a future need or determine how much of a
candidate budget supports warfighting concepts in a particular theater, the data and data systems do
not readily support such actions. Questions raised by these high-level concerns cross multiple program
elements and appropriations. Data must be processed to reveal these insights.*® Assembling the
knowledge from the program elements and appropriations to inform high-level issues is time-
consuming. Ways to aggregate data for this purpose, such as Major Force Programs in DoD and
Weapon System Codes in the DAF, are insufficiently detailed or flexible to support the nuances of
many high-level deliberations.

Compounding this difficulty is the fact that data structures shape lower-level decisions in the
POM-build process. A Program Element Monitor is assigned to and advocates for each program
element. Program elements are grouped into panels, most of which are mission-aligned. With the

>0 See Galbraith, “Organization Design,” on the relation between task complexity and data-processing burdens.
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exception of sustainment, few program elements span more than one panel. Hence, working-level
decisions are partitioned by data that are defined more for accounting purposes than by how
enterprise goals and strategies are defined. Because the divisions do not correspond to the partitioning
of goals and strategies, the partitioning of data and some working-level POM deliberations introduces
an organizational incoherency relative to the enterprise-level decisions. Considerable formal and
informal horizontal coordination mechanisms are used to create an enterprise POM.

These partitions of decision rights and data structures also lead to diminished accountability. The
less clear and less comprehensive the strategy at the enterprise level that is imposed on the
organization, the weaker the baseline is against which decisionmakers can be held accountable. When
decisions are partitioned by data structures, such as program elements, and advocacy is assigned to
Program Element Monitors aligned to program elements, accountability to program elements is
enhanced, and accountability to enterprise goals and strategies is diminished.

Finally, the variety of missions that the U.S. Air Force must be able to provide to the warfighter is
high. The culture, as defined in the previous chapter, is very different for these military disciplines.
From an organizational design perspective, one of the roles of a MAJCOM is to develop and preserve
the appropriate warfighting subcultures. When delegating substantial decision authorities to the
MAJCOMs, it is expected that these cultures will form strong incentives for creating potentially
parochial positions around these subcultures. If those parochial positions occasionally lead to
decisions that are at odds with enterprise goals, a strong enterprise strategy is needed to impose
coherency. The PNT example above for force structure is one example, but this phenomenon also
extends to programming priorities.

Organizational Structures
Assignment of Personnel

One of the main mechanisms that the U.S. Air Force has attempted to use to reach the goal of an
integrated force structure and an integrated, responsive POM-building process is to create centralized
units at the Air Staff level for these functions. The creation of AFWIC/Air Force Futures to
centralize planning and operational requirements is the latest example. The Corporate Structure
centralizes POM-build decisions. Both of these units get significant inputs from the MAJCOMs. This
is natural, as some of the knowledge needed for these decisions lies at the MAJCOM level and must be
collected, processed, and passed upward in the hierarchy.

Although Air Force Futures and the Corporate Structure are centralized in the hierarchy, the
staffing of positions does not reflect that centralization. Individuals performing operational
requirements duties and programming duties are, and have been, disproportionately located at the
MAJCOM level, as shown in Figure 3.2.
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Figure 3.2. Distribution of Personnel Assigned to Requirements and Programming over Time
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SOURCES: Data are from MPW (manpower) and civ_MPES files and end-of-fiscal-year AAE and BAE (personnel) files
from 2000 to 2023, produced by the Air Force Personnel Center. Records identified as Enlisted, Officer, or Civilian
(“A,” “O,” or “C,” respectively), Funded (ald3 = “X”), and active (alc20 = 1) were kept, while Deleted records (aaw101=
“D”) were dropped.
NOTE: Positions are the sum of civilian, active-duty officer, and enlisted personnel. Data exclude Air Force Reserves.
The “Commands” total includes all U.S. Air Force MAJCOMs and U.S. Space Force Field Commands. Headquarters
(HQ) includes both Air Staff and Space Staff. The requirements positions are our best effort at aggregating positions
assigned to organizations that are performing operational requirements duties, and the programming positions are our
best effort at aggregating positions assigned to programming duties. Planning has been combined with either
requirements or programming in various organizations and has changed within organizations over time. Additionally,
the way these positions are categorized in databases has changed over this period. One large change was the official
switch on February 1, 2006, from the Air Force “two-letter system” to the joint number system for staff units. This switch
did not occur in the data for each organization at the same time, and the mapping from the old to the new
nomenclature was not consistent across organizations. These assignments to functional roles are imperfect but are
good enough to show the distribution of these positions between HQ and the commands over time.

The positions shown in the upper chart in Figure 3.2 are those personnel identified in the
databases as performing operational requirements duties. The positions shown in the lower chart are
those personnel identified in the databases as performing programming duties. (We believe the spikes
in positions at headquarters in 2010 might be an artifact of a change in personnel classifications and
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probably do not reflect a severe increase in filled personnel positions. The spikes around 2020 appear
to be real.) Personnel performing planning duties have been variously grouped with A3, A5, and A8 in
different organizations at different times and are therefore difficult to disentangle from the data.

The data in Figure 3.2 indicate that, despite centralization, headquarters has roughly half the
number of personnel assigned to requirements and programming tasks than the commands. This gap
has closed a bit over the past 20 years but has been persistent. Because the majority of personnel are at
the MAJCOM level, the balance of expertise lies at that level and creates a certain dependency of
headquarters on the MAJCOM:s. It is beyond the scope of this report to determine the best allocation
of the workforce between the MAJCOMs and headquarters. But the historical ratio does not reflect
the significant changes to the allocation of decision rights: When decision rights changed from the
CRRA to the CFLIs and then to AFWIC/Air Force Futures, the proportion of personnel between
the MAJCOMs and headquarters did not change coherently with those changes to the allocation of
decision rights.

Structural Divisions

The structural units defined by the CFLIs and those already existing as MAJCOMs were
variously aligned. As mentioned above, some of the functional assignments of core functions
corresponded to the organize, train, and equip responsibilities of the MAJCOM commander, and
some did not. In some instances, such as with Agile Combat Support, that led to one commander
controlling the prioritization of forces and budgeting that would be executed by another commander.
This misalignment of authorities and responsibilities required robust horizontal coordination
mechanisms for redress.

Formal Coordination Mechanisms

Organizations with very diverse activities, such as the U.S. Air Force, must partition decisions
across many units. The more robust the formal coordination mechanisms that help integrate
horizontally across the organizational structures, the better chance the organization has for decisions
across the organization to remain coherent with enterprise goals and strategies. The fragmentation
introduced by the structural seams in the CFLI initiative was not mitigated by strong formal
coordinating mechanisms across the core functions. The two main organizational design mechanisms
for coherency of action—a strong and memorialized centrally imposed strategy and formal horizontal
coordinating mechanisms—were weak in the CFLI initiative.

Summary

To summarize, with respect to the goal of an integrated force structure that is supported
responsively in the POM, the U.S. Air Force in recent history has generally had an enterprise strategy
and a hierarchy of derivative strategies that were insufficient to impose coherent action on the service.
Its allocation of decision rights, accountability mechanisms, and organizational structures has lacked
coherency. The result has been organizational designs that were inadequately constructed to achieve
the goal of an integrated force structure that is supported responsively in the POM.
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Future Organizational Designs

In this section, we discuss selected areas in which the organizational design principles from the
previous chapter can be applied to better (1) design a force that is effective at deterring and, if
necessary, fighting a peer adversary and (2) fund and field that force in a time frame that meets
warfighting needs.

Planning, setting operational requirements, and the POM build are highly interrelated processes.
Yet they have different goals, have different scopes, run on different operational tempi, generate
different products, require different skills and training, and have different customers. For these
reasons, it is natural that they be assigned to different organizational units. Once divided, however,
formal coordination mechanisms need to be established to ensure the necessary flow of information
between the two divisions. The process of the POM build is complex, with demanding timelines. Few
who have not worked in the process understand it well enough to know how to support it.>' Some
liaison function between planning/operational requirements and programming is required. The
stronger the horizontal linkages between the planning/operational requirements teams and the POM-
building teams, the better the process will achieve coherent action. Our interviews indicated that this
dimension of organizational design needs improvement.”

Force Structure

Organizational design should begin with goals and strategies. For a force structure to be
compelling to outsider adjudicators (specifically, OSD CAPE and Congress), the underlying strategies
that direct it must be compelling. What makes a strategy for force structure compelling comprises two
dimensions: (1) how well it serves national needs (as opposed to U.S. Air Force needs) and (2)
whether it clearly justifies why a capability should reside in the U.S. Air Force (as opposed to another
service). Given the very diverse nature of U.S. Air Force roles and responsibilities, the service has faced
a challenge since its founding to clearly articulate why a certain capability belongs in the service and
not in another and to therefore express succinctly what the service provides to the nation in a way that
embraces all the service’s capabilities.” What role the U.S. Air Force should play in cyber operations is
arecent example. The stronger the U.S. Air Force can articulate this role, the sounder the
organizational foundation it has for force structure.

Any military has two ways to solve operational problems: with existing and novel equipment and
technologies and with novel concepts of operations (CONOPs) and concepts of employment
(CONEMPs) that it develops to use that equipment. Both approaches are critical to success. Any
organizational design should enable both and not intrinsically bias solutions one way or another.”*

51 McNaugher, “The Defense Budget Process.”
52 See also Ferrari, “Programming Department of Defense Strategic Priorities.”

>3 For example, see Wolk, Planning and Organizing the Postwar Air Force, 1943—-1947, pp. 164-169; RAND Corporation, “The
Icarus Syndrome”; and Builder, The Icarus Syndrome.

5% For an extended argument, see Biddle, Military Power. See also Kent, Thinking About America’s Defense, p. 105; and Flournoy,
“America’s Military Risks Losing Its Edge,” p. 82.
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Two proposed solutions for improving an integrated force structure were commonly expressed
during our interviews. One such option was to increase the centralization of decisionmaking power for
operational requirements. The other was to reorganize the service.

Centralization

A fundamental question regarding operational requirements is where decision rights should lie—
centralized or decentralized in the service. Centralization facilitates an integrated force structure
aligned with senior leader priorities. Decentralization facilitates innovation by placing decisions where
the locus of operational knowledge lies. The key questions are as follows:

e Can the requisite knowledge that resides lower in the hierarchy for force structure (regarding
both novel equipment and novel CONOPs and CONEMPs) be transferred to the mind of a
central decisionmaker with sufficient fidelity and in sufficient time to inform decisions?

o If some deficiencies in either fidelity or time cannot be mitigated by formal information flows,
is the risk induced by those deficiencies more tolerable than the lack of coherency that arises
from distributed decisionmaking, even with formal coordinating mechanisms in place?

If both questions can be answered in the affirmative, centralization is favored.

Reorganization

To stay apace with the threat, and to centralize decisionmaking power for operational
requirements, some interviewees proposed that the MAJCOMs be restructured.® One possible
concept is four commands plus the existing component MAJCOMs: Pacific Air Forces and U.S. Air
Forces in Europe—Air Forces Africa. We will use the following functionally aligned distribution of
responsibilities among four commands as a case study for discussion:

e Operational requirements, research and development, and acquisition. This would remove
sustainment from Air Force Materiel Command and add operational requirements.

e Sustainment. This would be the sustainment part of Air Force Materiel Command.

e Forces. This would be Air Combat Command, Air Mobility Command, Air Force Global
Strike Command, and Air Force Special Operations Command, without programming or
operational requirements responsibilities.

e Personnel and training. This would be (essentially) the current Air Education and Training
Command.

Each command would be headed by a four-star general with direct report to the Chief of Staff of the
Air Force. We are using this construct as a case study, not proposing or advocating for it or dismissing
it.

In terms of decision rights, relative to the current structure, this construct further centralizes the
setting of operational requirements and assigns it to a single, four-star general. By not distributing
decision rights across other commands, coherency in force structure should be enhanced. By

55 : : ot . :
Some interviewees pl‘OPOSCd a reorganization for reasons beyond improving force structure.
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combining operational requirements and acquisition, there is increased opportunity to inform
acquisition decisions with evolving operational considerations. Placing operational requirements and
acquisition together in the same organization under the same commander should, over time, develop a
culture in which acquisition assumes more of a warfighting mindset.

As in any organizational design, there are downsides. Placing operational requirements in an
acquiring organization and separating requirements from the command with the forces introduces a
tendency to solve operational problems with equipment over new CONOPs and CONEMPs. Strong
horizontal coordination mechanisms would be needed to ensure the requisite flow of knowledge, and
some central control mechanisms would be needed to ensure that the commander in charge of
operational requirements and acquisition is incentivized to balance new equipment with new
CONOPs and CONEMPs. There will also be limits to the ability to exploit the organizational
structure to incorporate operational requirements into acquisition decisions because acquisition
authority, by statute, flows to the Service Acquisition Executive.”®

By separating sustainment from acquisition, a seam is placed in the process of life-cycle
management of weapon systems. This seam bifurcates the engineering workforce. The consequence is
eroding knowledge and culture in acquisition regarding sustainment and, potentially, buying weapon
systems with increased sustainment issues over their life cycles. The erosion would require formal
coordination mechanisms to ensure proper life-cycle management. Even during sustainment,
acquisition is necessary for modification of systems. Determining who would have that authority
would need to be managed; wherever it is placed, formal coordination mechanisms will be needed to
manage the seam.”’

Combining forces under a single commander is an informative case study of organizational design,
although it is not directly related to force structure. One advantage of doing so is that placing a single
commander in charge of presenting U.S. Air Force forces centralizes power and enhances enterprise
accountability for force presentation to combatant commanders. The concept also gives that
commander a sufficient span of control to enable all forces to train together during peacetime across
aircraft types.

As in any organizational design, there are downsides. Consider two end-member cases. If the
forces are organizationally separated, such that fighters are under one commander, mobility aircraft
under another, and so on, the advantages of combining these forces under one command are
diminished. The lowest echelon for resolving issues among them is the four-star commander. To
ensure the desired integration, strong horizontal coordination mechanisms would be necessary. If the
forces are mixed in some composite nature, such that wings or other large units contain mixes of
aircraft type, then there could be an erosion of warfighting cultures. Fighter pilots, nuclear operators,

56 1.S. Code, Title 10, Section 9014; U.S. Code, Title 10, Section 4204. The placement of acquisition authorities in the
Secretary and Service Acquisition Executive dates to the Goldwater-Nichols Act of 1986 (Public Law 99-433, Goldwater-
Nichols Department of Defense Reorganization Act of 1986). However, certain acquisition functions were extended to service
chiefs by the National Defense Authorization Act for Fiscal Year 2016 (Public Law 114-92, National Defense Authorization
Act for Fiscal Year 2016, Section 802), codified in U.S. Code, Title 10, Section 3102; and U.S. Code, Title 10, Section 3104(a).

57 Prior to the reorganization of Air Force Materiel Command in 2012, acquisition for modernization was managed in the depots
under Designated Acquisition Officials (DAOs). DAOs were individuals, acting in lieu of Program Executive Officers, who were
“dedicated to executive management at Air Logistics Centers of delegated ACAT II or ACAT III programs expending
investment dollars.” DAOs reported to the Service Acquisition Executive (Air Force Instruction 63-101, Acquisition and
Sustainment Life Cycle Management, p. 209; rescinded version dated October 26, 2010).
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special operations forces, and others have developed subcultures that are critical elements of their
warfighting capabilities. They did so by residing in coherent organizational structures. The
organizational design would need to ensure that elements preserve subcultures that the service
considers critical. Another factor is that, when deployed, forces fight under a joint command
structure—combat forces under a Joint Forces Air Component Commander; nontactical mobility
forces under the commander, U.S. Transportation Command; and strategic nuclear forces under the
commander, U.S. Strategic Command. The more organizational structures depart from the joint
structures, the more formal horizontal coordination mechanisms will be needed for mitigation.

Our goal in reviewing these options is not to provide a complete evaluation of their strengths and
weaknesses. Each has aspects that go well beyond organizational design. All factors need to be
considered to understand all benefits and downsides. The goal here is more limited, showing how to
evaluate options in the context of organizational design: Are they fit for their intended purpose, and
are the components of the organizational design consistent? What elements need to be adjusted
(especially, formal horizontal coordination mechanisms) to reduce risk?

Corporate Structure

Many of our interviewees mentioned that the goals and strategies provided to working-level
decisionmakers could be stronger. Issuing stronger goals and strategies—as defined in the previous
chapter—for POM priorities would strengthen the organizational design for central and coherent
control over the budget. These goals and strategies can never solve all the problems confronted during
decisionmaking at the Panel-Group level of the Corporate Structure. Strategy is not meant to make
such decisions; those decisions are rightfully delegated. These goals and strategies are meant to
provide sufficient guidance so that delegated decisions are coherent and to reduce the need for
elevation up the hierarchy. Goals and priorities need to be more than an exhaustive list of U.S. Air
Force goals and missions. And they need to be more than a handful of high-priority programs or
missions. The guidance needs to have sufficient scope to inform decisions across the POM and
indicate where risk will be taken, with just enough detail to direct the next level down in the hierarchy
in developing goals and strategies at their level, and so on down the hierarchy. Strategy is
foundational: The weaker the strategy, the less that coherency can be achieved by choices about
organizational design elements regarding processes and structures.*®

With a strong strategy, the changes to organizational design that would most benefit the
coherency and responsiveness of decisionmaking are those targeted at better supporting decisions.
Analysis plays a fundamental role in grounding decisions in objective assessments. As many of our
interviewees mentioned, the most compelling case for a force structure or budget position for
stakeholders outside the DAF is objective, reproducible analysis based on agreed assumptions. The
ability to do analysis that is pertinent to key decisions is enabled by, or hampered by, how
programming data are structured.

>8 Ferrari, “Programming Department of Defense Strategic Priorities.”
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Decisions are encumbered if the supporting process and data structures do not align with the
information needed to inform key decisionmakers.” In the case of building the POM, the more the
processes and data structures align with common decisions—at all levels in the hierarchy—the more
cohesively and more efficiently decisions can be made. Therefore, the more the data structures in the
POM-build process are (or can be) aligned to the critical priorities that senior leaders need addressed,
the better the quality of decisions and the better the responsiveness. Quality will be improved because
agents at all levels in the hierarchy would have better situational awareness of the consequences of a
specific decision about the POM. Responsiveness will be improved because the time consumed in data
processing to analytically address those questions would be reduced. The benefits of improved quality
and responsiveness include simplification of workflows during the POM build at the working level
(Panel and Group), management of directives during review at the Board and Council levels of the
Corporate Structure, timely and effective responses to OSD Program Budget Review, and
improvements to the presentation of the U.S. Air Force portion of the President’s Budget to Congress
(e.g., Posture Hearing Issue Papers).

The responsiveness that could be realized through data structures that can be queried in targeted
ways is not just useful for achieving more-coherent goals. It is also useful for navigating constraints.
The POM/BES is a good example of a process in which the output is determined more by constraints
than by objectives. Much of the budget each year is in the form of “must pay” bills and is not available
for offsets for new initiatives. This reduces the decision space. It takes years to build a POM, but fiscal
direction from Congress and “passback” from OMB occur relatively late in the process. The process is
not cleanly linear; adjustments are frequently necessary. The more flexibly the data structures support
different ways of being queried, the more coherent the decisions can be made in compressed time
frames.

The building blocks of the POM are program elements, which suggests redefining program
elements to better align with decisions. Although program elements are DoD constructs and, in
theory, under DoD control, Congress over time has added references to programs to legislation and
grown accustomed to the level of detail provided by the existing program element structures. That
makes changing program elements more difficult. For example, Congress in 2020 declined requests to
reduce the number of program elements to allow for more flexible budget execution. In its Joint
Explanatory Statement for the National Defense Authorization Act for Fiscal Year 2021, Congress
rejected an “Air Force proposal to consolidate multiple program elements into a few larger program
elements that would provide unprecedented programmatic and fiscal flexibility and recommend[ed]
retaining the existing program element budget structure.”

An alternative to changing the program element structures would be to structure the datain a
relational database that can be queried in multiple ways. In this concept, the data would contain the
attributes needed for the range of required internal decisions and external presentations. The data

59 Galbraith, “Organization Design.”

0U.S. Congress, Joint Explanatory Statement, p. 134. Also, the “granting of additional budget flexibility to the Department [of
Defense] is based on the presumption that a state of trust and comity exists between the legislative and executive branches
regarding the proper use of appropriated funds. This presumption presently is false.” The referenced distrust arose out of DoD’s
use of funds for a border wall that were appropriated by Congress for other purposes (U.S. House of Representatives,
Department of Defense Appropriations Bill 2021: Report of the Committee on Appropriations Together with Minority Views, p. 4).
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could then be queried to form a POM expressed according to the need at hand. When it is necessary
to see the POM in the traditional form of program elements, that could be shown. When the need is
to see how well a POM supports a critical senior leader priority, that could be shown. The goals and
priorities of senior leaders change over time. Data systems need to be able to accommodate those
changes. Looking only at the POM through the structures of program elements limits the ability to
interrogate the data according to senior leader goals and strategies.

Flexible data structures can enhance other organizational design elements. Flexible data structures
can facilitate ad hoc changes to organizational structures. One option would be to break from
organizing Panels around program elements. Panels could be organized according to the most pressing
issues of the year. One example would be to organize them more like cross-functional teams to ensure
coherency of enterprise action for critical issues. Flexible data structures can also enhance the
incentives for and accountability of personnel. The performance rating of Program Element Monitors
could be tied to broader metrics than their ability to protect a program element. They could be
assessed by whether their actions of securing resources or offering an offset contributed to a broader
enterprise goal.

We do not mean to imply that aligning data structures with decisions would be easy to do. It is
beyond the scope of this report to examine in detail what this relational database might look like or
whether the PBES data system can readily support it. The point is to show how to use established
principles to identify the ways in which candidate organizational designs are fit for their intended
purpose and the degree to which their design elements are coherent. By doing so, we highlight areas in
which the greatest return is expected by changes in design. Decisions about whether to make those
changes depend on the estimated returns in effectiveness and/or efficiency relative to the
implementation costs.

In summary, the coherency of effort in the POM build will be no better than the strength of the
goals and strategies it is given. Data structures should be designed and structured to support decisions,
not the other way around.

Discussion

The three historical initiatives had their strengths. Ultimately, however, they arguably failed to
deliver a sufficiently integrated force structure and responsive POM process. Factors beyond
organizational design certainly played roles. But the organizational designs had shortcomings by not
being fit for the purpose of an integrated, enterprise-wide force structure and in terms of the
coherency of their elements with respect to that force structure. With a stronger strategy—as defined
in the previous chapter—and more coherency among organizational design elements, they would have
had a better likelihood of success. Deficiencies in strategy at the enterprise level are very difficult to
resolve by design choices for organizational processes and organizational structures; the result is likely
to be incoherent action by the organization.

However, all organizational designs have compromises. Optimizing the organization for
centralized requirements and a responsive POM process could introduce risks elsewhere. A wise
design considers all factors and balances risk according to the enterprise needs.
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Beyond the paramount importance of an imposed strategy, two themes emerge when considering

options for improving force structure and a responsive POM process. One is the importance of

identifying the consequences of the positions of seams in organizational design elements and to

formally create mechanisms to mitigate the consequences of the seams. The choices of how to mitigate

the seams are as important as where to place the seams. A second is the importance of aligning data
structures with the decisions they support. The better the alignment, the higher the fidelity of

decisions at all levels, the better the decisions can be presented to outsiders, and the more temporally

responsive the decisionmaking can be.

When crafting or evaluating an organizational design, the more an organization can

comprehensively answer the following questions, the more likely the organizational design will be fit

for its intended purpose and coherent in its design elements:

Key Question 1: Has a clear strategy—as defined in Chapter 2 of this report—been imposed
on the organization?

Key Question 2: Are the organizational design elements at all levels in the hierarchy flexible
enough to meet the variety of expected challenges the organization could reasonably face for at
least the length of time that changes at that level in the hierarchy are feasible?

Key Question 3: Are data structures and data flows aligned with key decisions?

Key Question 4: Can the requisite knowledge that resides lower in the hierarchy be
transferred to the mind of a central decisionmaker with sufficient fidelity and in sufficient time
to inform decisions, and, if some deficiencies in either fidelity or time cannot be mitigated by
formal information flows, is the risk induced by those deficiencies more tolerable than the lack
of coherency that arises from distributed decisionmaking, even with formal coordinating
mechanisms in place?

Key Question 5: Have adequate horizontal coordination mechanisms been created to mitigate
the consequences of any seams among elements of the organizational design?
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Chapter 4

Implementing Organizational Designs

Driving change in large bureaucratic organizations is notoriously hard. In the
Pentagon, it can seem nearly impossible.

—Micheéle A. Flournoy61

As with crafting an organizational design, there is no single formula for successfully executing
organizational change. There is a rich set of experiences related to organizational change management
and empirical studies of those experiences that yield lessons for what to do and what not to do. The
principles in this chapter are derived from a synthesis of academic literature on change management.
We focused on rigorous empirical studies rather than more-anecdotal advice from the business
literature. Many of these studies are based on experiences in the private sector. We placed a higher
emphasis on experiences in the public sector and reviewed the studies on the private sector with a
critical eye for where there are similarities and where there are differences with the circumstances that
the U.S. Air Force faces.> The synthesis below is shaped by previous reviews, augmented by
specialized studies, and informed by the interviews we conducted.”’

This chapter is organized around principles for successful change management. We identify ten
key questions to address before and during implementation. The more completely these questions can
be addressed, the more the implementation phase is set up for success.

Persuade Internal and External Stakeholders That Change Is
Needed

There is widespread agreement on the importance of establishing a need for change and
convincing stakeholders of that need. In the case of the U.S. Air Force, those stakeholders are both
internal and external. Many major reorganizations in the U.S. Air Force have generally had clear
impetuses for change from external environmental factors. The following are some examples:

%! Flournoy, “America’s Military Risks Losing Its Edge,” p. 80.

62 Eernandez and Rainey, “Managing Successful Organizational Change in the Public Sector”; Jurisch et al., “Key Differences of
Private and Public Sector Business Process Change.” See also MacIntosh, “BPR: Alive and Well in the Public Sector.”

3 The reviews are By, “Organisational Change Management”; Fernandez and Rainey, “Managing Successful Organizational
Change in the Public Sector”; Camm et al., Charting the Course for a New Air Force Inspection System, Ch. 7, pp. 87-99; Al-
Haddad and Kotnour, "Integrating the Organizational Change Literature”; Da Ros, Vainieri, and Bell¢, “An Overview of
Reviews: Organizational Change Management Architecture”; and Khaw et al,, “Reactions Towards Organizational Change.”
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e The major reorganization of the MAJCOM:s in 1992-1993 took place in response to
profound changes in the threat environment driven by the fall of the Berlin Wall (November
1989), the revelatory display of U.S. conventional air-power capabilities in the First Gulf War
(January—February 1991), the dissolution of the Warsaw Pact (July 1991), and the
dissolution of the Soviet Union (December 1991).% The nation sought a “peace dividend,”
which led to a reduction from 1989 to 1995 of about 30 percent in both end strength and
numbers of aircraft in the U.S. Air Force.*

e Organizational changes in 2009 took place after an unauthorized movement of nuclear
weapons in 2007 and a mis-shipment of sensitive nuclear components in 2006 that were
recovered in 2008. Those events led to a concern that the U.S. Air Force had lost vigilance in
the nuclear mission and that the nuclear subculture had eroded. These beliefs drove a
consolidation of nuclear responsibilities into the newly created Air Force Global Strike
Command; the Air Force Nuclear Weapons Center; the Office of the Assistant (later Deputy)
Chief of Staff, Strategic Deterrence and Nuclear Integration; and the Program Executive
Officer, Strategic Systems.

e The reorganization of Air Force Materie]l Command in 2012 from a 12-center construct to a
five-center construct was driven by a need to eliminate 16,500 civilian manpower positions in

the U.S. Air Force. At the time, the command had roughly half of all civilian positions among
the MAJCOMs. %

(The exception would be the decision to create the U.S. Space Force, which was driven from outside
the DAF and did not need an internally articulated justification.) External driving factors—such as
those listed above—provide periods of opportunity for change. If an organization has done enough
preparatory work to act in time, these events can be moments of opportunity for change.

In general, the stronger the justification for change and the more clearly and succinctly such
change can be articulated, the better the chances of successful transformation. Messaging that the
changes will bring relief to difficulties that the organization faces can be useful in convincing the
workforce of the merits of change and that the cost of undergoing change is worthwhile.”” But
McLaren and colleagues argue that justifications for change that rely too heavily on a negative message
that the organization is in danger—rather than a positive message of new opportunities—can cause
the workforce to develop an unhealthy anxiety surrounding the change.®®

As mentioned in Chapter 2, any element of organizational design that can only be done every x
years should be flexible enough to meet the challenges the organization might face over x years. If the
organizational design element cannot be frequently changed, such as the large-scale organizational
structure, it should not be optimized solely for the problems of the day. It should be crafted for the

4 Grant, “End of the Cold War Air Force”; Laslie, The Air Force Way of War, Ch. 8, pp. 155-161; Bussiere, General Merrill A.
McPeak Leadership and Organizational Change. See also Rice, The Air Force and U.S. National Security, which formed the
foundation for the reorganization.

85 Change in end strength and total aircraft inventory are from “Air & Space Forces Almanac 2023, p. 41.

% Tripp et al., Air Force Materiel Command Reorganization Analysis; Snyder et al., Assessment of the Air Force Materiel Command
Reorganization.

67 Kets de Vries and Balazs, “Transforming the Mind-Set of the Organization.”
% McLaren, van der Hoorn, and Fein, “Why Vilifying the Status Quo Can Derail a Change Effort.”
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broad set of challenges likely to emerge over the longer period for which it is likely to exist. These
factors should be part of the messaging to build confidence in the change being implemented.
Key Question 6: Why is change needed?

Develop a Strategy for Change

The change initiative needs a clear strategy—as defined in Chapter 2. The strategy should, as
much as possible, cohere around a single vision to avoid the initiative fragmenting into disjointed
actions.”” The central elements of that strategy are the following:

o The strategy should identify and clearly articulate the obstacles that are expected during
implementation. Which are most critical and could lead to failure of one or more objectives of
the change? The organization must be able to carry out its normal activities while undergoing
change. The plan for implementing change needs to include a strategy for doing so0.”’ That
includes maintaining the bandwidth of people and the information-processing capabilities of
the organization. In the case of large-scale changes in the organizational design of the U.S. Air
Force, will readiness (and other routine functions of the service) be negatively affected by the
resources and energy going into the transformation?

e The strategy should contain a clear plan for how to overcome these obstacles.

e The strategy should lay out a set of coordinated actions to carry out the plan and assign those
actions to individuals.

Key Question 7: What are the largest obstacles to change, in order of criticality?

Key Question 8: What is the plan for overcoming the obstacles?

Key Question 9: What are the time-sequenced, coordinated actions that will execute the plan
to overcome the obstacles?

Develop a Strategy for Overcoming Any Internal Resistance

One potential obstacle is so commonly experienced during change initiatives that we highlight it
separately. Individuals in the workforce often resist change.” By resistance, we mean “action or
intentional inaction that defies, opposes, or sidesteps the rules, roles, or routines of the organization.””
Resistance can emerge from cynicism,” concerns over the value of the transformation or how it will
alter individuals’ roles and status, clashes with subcultures, and the disruption of the change initiative

%9 “In failed transformations, you often find plenty of plans, directives, and programs but no vision. In one case, a company gave

out four-inch-thick notebooks describing its change effort. In mind-numbing detail, the books spelled out procedures, goals,
methods, and deadlines. But nowhere was there a clear and compelling statement of where all this was leading. Not surprisingly,
most of the employees with whom I talked were either confused or alienated” (Kotter, “Leading Change,” p. 99).

70 Burton, Obel, and Hikonsson, Organizational Design, pp. 275-276.
L Khaw et al., “Reactions Towards Organizational Change.”
72 Brower and Abolafia, “The Structural Embeddedness of Resistance Among Public Managers,” p. 151.

73 Stanley, Meyer, and Topolnytsky, “Employee Cynicism and Resistance to Organizational Change.”
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itself (independent of the final outcome).” Resistance can contribute to a change initiative’s failure.
Conversely, commitment to change can facilitate success.

Senior Leaders

There is broad agreement that leadership is critical to the success of change initiatives. Strong
leadership is needed to set and articulate goals and strategies for change and to motivate all
stakeholders—Dboth within the U.S. Air Force and outside the service—to act in concert to achieve the
change.”” The importance of leaders implies the importance of convincing leaders of the merits of the
transformation so that they do not resist change. If there is resistance among high-level leaders, it is
vital that key positions in the new organizational design—especially the three- and four-star
positions—be filled with only those who wholeheartedly embrace the changes they will implement.”
If there are insufficient such generals to fill the key positions, the success of change will be at risk.
General officers (or other key leaders) who are opposed to change or ambivalent to change can form
formal or informal coalitions that compete with the direction of a change initiative.” If such leaders
cannot be convinced of the merits of change or sidelined, they can imperil a change initiative.

Key Question 10: Are there enough senior leaders to serve in key leadership positions who
are committed to change and possess the skills to direct change, and, if some do not meet these
criteria, can they be convinced of the merits or sidelined?

Workforce

Parts of the workforce might resist change. Several approaches to overcoming resistance have been
emphasized in the literature. Messaging is perhaps the most obvious: i.e., motivational communication
that educates the workforce regarding the purpose and plan for change, including how the final
outcome should improve the organization and, by extension, individuals’ circumstances within the
organization.” In addition to messaging, leaders can exploit interpersonal social networks within an
organization to “outmaneuver opposition.”” Implementing this tactic is a role for leaders, but key
members of influential social networks are not all in leadership positions. And the greater the degree
of participation the workforce has in making the change, the less likely that members of the workforce

7 Erwin and Garman, "Resistance to Organizational Change.”

7> Kanter, “Leaders With Passion, Conviction and Confidence Can Use Several Techniques to Take Charge of Change Rather
Than React to It”; Ford, Ford, and Polin, “Leadership in the Implementation of Change”; Jurisch et al., “Key Differences of
Private and Public Sector Business Process Change.”

76 Colbert et al., “CEO Transformational Leadership.”
77 Battilana and Casciaro, “Overcoming Resistance to Organizational Change.”
78 Kotter, “Leading Change.”

79 Battilana and Casciaro, “Overcoming Resistance to Organizational Change.”
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will feel the change is being imposed on them, thereby reducing resistance.*® Participation may be even
more important in the public sector than in the private sector.®'

Resistance can also have a productive dimension if leaders are attentive to the concerns that drive
it and use that feedback to refine changes being made. Those actions not only improve the final
organizational design but also build more trust in the organization, facilitating both the process of
change and the success of the final outcome.*

Key Question 11: Has a plan been developed to reduce any workforce resistance and to learn
from any voiced concerns to improve the implementation of change?

Convince Key External Stakeholders of the Merits of Change

The U.S. Air Force has considerable oversight by external stakeholders. Resistance from OSD
and/or Congress can stymie change. Although the Secretary of the Air Force has statutory authority
to organize the service, Congress also passes laws that direct certain organizational changes.*’ Those
changes could be inconsistent with the overall organizational design that the service is trying to
implement. The more that external stakeholders in critical positions can be convinced of the merits of
the change and promote it (especially supporters who are likely to be in those positions for years), the
better the likelihood of successful and enduring change.®*

Key Question 12: Can key external supporters be found and cultivated?

Properly Resource the Effort

Any initiative needs to be properly resourced for success. Said another way, initiatives should not
take on more than what can be resourced. There are two main drivers of resourcing needs. The first
are the direct resources needed to execute the transition itself. The second are any resources needed to
ensure that routine operations (e.g., readiness) continue adequately during the transition.* The latter
includes the resources needed both to backfill resources that are diverted for the execution of the
transition and to mitigate the disruption that a transition can impose on a system during the change.
The level of resources needed will depend on the details of the change. The greater the number of
changes that an organization attempts to make simultaneously, the more that the complex interactions
among those changes can present challenges and the more important that adequate resourcing
becomes.® Identifying these resources and securing them will help ensure a smooth transition. It will
also help with morale, signaling to the workforce that the transition is well planned.

8 Lines, “Influence of Participation in Strategic Change”; Fernandez and Rainey, “Managing Successful Organizational Change
in the Public Sector.”

81 MacIntosh, “BPR: Alive and Well in the Public Sector,” p. 341.

82 Lines, “Influence of Participation in Strategic Change”; Ford, Ford, and D’Amelio, “Resistance to Change.”
8 U.S. Code, Title 10, Section 9013.

84 Fernandez and Rainey, “Managing Successful Organizational Change in the Public Sector.”

8 Jurisch et al., “Key Differences of Private and Public Sector Business Process Change,” p. 7.

8 Chackerian and Mavima, “Comprehensive Administrative Reform Implementation.”
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Key Question 13: Have the resources required for implementing change been identified?
Key Question 14: Have the resources been secured?

Monitor Success and Adjust Accordingly

Any complex operation will need to make adjustments during implementation. The better the
plan is in terms of monitoring how well the change initiative is progressing against the plan, the better
an organization can adjust. If the implementation is rigid and not responsive to inputs, the
implementation plan needs to be exquisite.

Routine operations must continue during transformations. Monitoring, therefore, should extend
beyond the mechanics of implementing an organizational change. It should include feedback on
whether the change implementation is negatively affecting the routine operations of the organization.
Is morale strong? Are business operations continuing smoothly? Is readiness satisfactory? And so on.
The more complex the transformation, the more value there is to a command and control system that
monitors the organization during the transition and can adjust accordingly.

Key Question 15: Is there a plan for monitoring progress against the implementation plan,
and are mechanisms in place to adjust the implementation plan accordingly?
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Chapter 5

Findings and Recommendations
Regarding Change

In the previous chapters, we discussed how to craft, assess, and implement an organizational
design in the U.S. Air Force to (1) design a force that is effective at deterring and, if necessary, fighting
a peer adversary and (2) fund and field that force in a time frame that meets warfighting needs.
Organizational design is not the only factor that determines success or failure in meeting these
objectives, but it is a centrally important one.

There is no such thing as an optimal organizational design. Any organizational design facilitates
some activities and impedes others. Although there is no optimal organizational design, an
organizational design can be assessed by whether the design is fit for its intended purpose and the
degree to which it is coherent across its design elements. The intended purpose of an organizational
design will shift over time as environmental circumstances change. Any change in organizational
design takes time, faces internal resistance, and consumes resources. The larger the scope of a change,
the less frequently it can occur. There will be periods when the readiness of the current force is most
pressing, and there will be periods when modernizing for a changing threat environment is most
pressing. High-level organizational design should be able to handle both periods. The organizational
design at any level in the hierarchy should be flexible enough to meet the variety of expected
challenges that the organization could reasonably face for at least the length of time that changes
at that level in the hierarchy are feasible. The form of an organization should follow its function.
Therefore, the logical sequence of crafting an organizational design is (1) characterize the
environment, (2) set a hierarchy of goals, (3) impose a hierarchy of strategies, (4) define
processes, and (5) create structural divisions. Without a clear, comprehensive strategy at the
enterprise level that is imposed on the organization, coherency of action will be difficult to achieve by
design choices for organizational processes and organizational structures alone.

Historical attempts have fallen short of meeting the objectives of (1) developing an integrated
force structure that is effective at deterring and, if necessary, fighting a peer adversary and that is not
overly biased to MAJCOM priorities and (2) funding and fielding that force in a time frame that
meets warfighting needs. The CRRA, the CFLIs, AFWIC/Air Force Futures, and the Corporate
Structure have all suffered from not being well designed for their intended purpose or from
insufficient coherency of their organizational design elements (or some combination of the two).
Proposed future organizational designs should be evaluated using the principles outlined in this report
to ascertain whether they are sufficiently fit for their intended purpose and the degree to which their
organizational design elements are mutually consistent with the intended purpose.
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When crafting or evaluating an organizational design, the more an organization can

comprehensively answer the following questions, the more likely the organizational design will be fit

for its intended purpose and coherent in its design elements:

1.

2.

5.

Has a clear strategy—as defined in Chapter 2 of this report—been imposed on the
organization?

Are the organizational design elements at all levels in the hierarchy flexible enough to meet the
variety of expected challenges the organization could reasonably face for at least the length of
time that changes at that level in the hierarchy are feasible?

Are data structures and data flows aligned with key decisions?

Can the requisite knowledge that resides lower in the hierarchy be transferred to the mind of a
central decisionmaker with sufficient fidelity and in sufficient time to inform decisions, and, if
some deficiencies in either fidelity or time cannot be mitigated by formal information flows, is
the risk induced by those deficiencies more tolerable than the lack of coherency that arises
from distributed decisionmaking, even with formal coordinating mechanisms in place?

Have adequate horizontal coordination mechanisms been created to mitigate the
consequences of any seams among elements of the organizational design?

Large changes in an organization are difficult. To successfully effect change, the organization

needs to

persuade internal and external stakeholders that change is needed
develop a strategy for change

develop a strategy for overcoming any internal resistance
convince key external stakeholders of the merits of change
properly resource the effort

monitor success and adjust accordingly.

The more an organization can comprehensively answer the following questions, the more likely

those actions will be accomplished and the more likely the implementation of a change to

organizational design will succeed:

6.
7.
8.
9

.

Why is change needed?

What are the largest obstacles to change, in order of criticality?

What is the plan for overcoming the obstacles?

What are the time-sequenced, coordinated actions that will execute the plan to overcome the
obstacles?

10. Are there enough senior leaders to serve in key leadership positions who are committed to

change and possess the skills to direct change, and, if some do not meet these criteria, can they
be convinced of the merits or sidelined?

11. Has a plan been developed to reduce any workforce resistance and learn from any voiced

concerns to improve the implementation of change?

12. Can key external supporters be found and cultivated?

13. Have the resources been identified for implementing change?

14. Have the resources been secured?
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15. Is there a plan for monitoring progress against the implementation plan, and are mechanisms
in place to adjust the implementation plan accordingly?

Organizational design is one of the most critical characteristics that determines how well an
organization fares against challenges, both internal and external. As the U.S. Air Force rises to meet
the challenge of great-power competition, we hope this report will be a useful guide for designing,
funding, and fielding an effective force.
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Abbreviations

AFWIC
BES
CAPE
CFLI
CFMP
CONEMP
CONOP
CRRA
DAF

DoD
MAJCOM
OMB
OSD
OUSD(Policy)
PBES
PNT
POM

Air Force Warfighting Integrating Capability
Budget Estimate Submission

Cost Assessment and Program Evaluation
Core Function Lead Integrator

Core Function Master Plan

concept of employment

concept of operations

Capabilities Review and Risk Assessment
Department of the Air Force

U.S. Department of Defense

major command

Office of Management and Budget

Office of the Secretary of Defense

Office of the Under Secretary of Defense for Policy
Program and Budget Enterprise System
positioning, navigation, and timing

Program Objective Memorandum
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