MBAs Build

War Fighters

Lieutenant Nathan Kring, U.S. Navy

Senior leaders are drawing on busi-
ness experience to transform the mili-
tary. The Navy should seize every
opportunity to provide its officers with
business education, such as programs
leading to masters in business admin-
istration—here, provided electronically
by the Naval Postgraduate School.

hy does a naval officer need a master's in
business administration’? During my time in
business scheol, 1 was asked this question
more than any other, Many in the Navy
are skeptical of the relevance of an MBA—much less an
MBA from a civilian university—to a military career, Con-
sidering most naval oflicers are academically grounded in
engineering and the humanities, this skepticism is intu-
itive. An MBA is appropriate for companies who recruit
personnel to manage the bottom line, but is it appropri-
ate for war fighters!

O the surface, it is difficult to see the link, bul an MEA
provides a much broader education than simply texibook
finance, accounting, and marketing, It also develops skills
that can be applied across the range of naval ollicer rales
and responsibilities, and it can provide warriors with a di-
verse, flexible, and practical skill set critical for effective
decision muaking at sea and ashore,

The Trend Toward Best Business Practices

Imiplementation of “best business practices™ is a popu-
lar theme in government and the military. In the 2000 Qua-
drennial Defense Review report, Secretary of Defense Don-
ald Rumsfeld dedicated an entire chapter to the need to
improve business practices throughout the department, and
secretary of the Navy Gordon England made it one of his
Four areas of emphasis,

Admiral Vern Clark, the lirst Chief of Naval Operations
to hold an MBA, has pushed the Navy to make imple-
mentation of best business practices a top priority. [n “Sea
Power 21,7 he intreduced three business-related processes,
Sea Trial, Sea Warrior, and Sea Enterprise, to “align and
accelerate the development of enhanced warlighting ca-
pabilities for the fleet™ His guidance to the Navy on (his
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point has remained consistent and adamant: “better busi-
ness pracices are essential for freeing resources for en-
hanced procurement and transformation, This means that
all Mavy leaders ... must think in terms of maximum pro-
ductivity, minimum overhead, and measurable output™

Maore and more. our leaders are talking aboul the Navy
in business terms. One three-star eeneral who worked with
Citihank following his retirement noted, “The military is
nothing but o hoge company, 1's just like working ar Gen-
cral Electric,™ While that might not be altogether true, like
General Electric, the Navy does provide a unigue prod-
uct to customers, Instead ol lightbulbs, aircraft engines,
or financial services, the Mavy’s output is war fighting,

Where the Mavy sets apart is in how performance is
measured. Our bottom line is not measured in dollars but
in national security and human life. In spite of this dif-
ference, officers should attempt to learn from those things
business does well, As Secretary England noted, Dol
“[has] responsibilities and constraints, different from any
commercial business, but not so different as to remove
itself from the ULS. economic mainstream.”™

With scarce resources and increasing commitments, the
Navy must provide the nation and its taxpayers the best
relurn on investment. Mot only do line efficers need ex-
pert knowledge and skill in war fighting, they alse need
skills in resource and personnel management. Secretary
England added, “Skilled war-fighters are needed, but good
leaders must also know how o contrel costs, [nd sav-
ings and apply these savings to develop combat capabil-
ily.”™ This is critical to develop the assets and personnel
required to meet the demands of 21st-century warfare,

What About War Fighting ?

Clearly, MBA skills could help officers meet the Mavy's
challenges ashore, bul how do these skills apply opera-
tionally at sea? MNaval officers are both leaders amd man-
agers. In the surface warfure community, officers manage
the daily operation and administration on board ship, Di-
vision officers, department heads, executive officers, and
commanding olficers are accountable far peaple, equip-
ment, processes, and budgets. Management responsibililies
do not end when we assume the watch, Whether the engi-
neering oflicer of the watch, officer of the deck, or ship
caprain, naval oflicers are responsible for the performance
ol their wateh teams. Much like our civilian counterparts,
w ane responsible for and measured by the quality of our
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leams” products or services, Our met-
rics for success may be different and
the consequences for failure more se-
vere than in corporate America, but
we are managing a business—ihe
business ol warfare,

One of the best analogics 1 heard
at business school was the COMmpari-
son of a business manager to medical
doctor. When a patient visits a doc-
lor for an ailment, the doctor begins
by asking questions and taking vital
signs. If the doctor observes some-
thing outside normal parameters, she
investigates further, until the source
ol the symptoms is diagnosed. An
MBA provides wools to conduct sim-
tlar analyses with organizations. Stu-
dents observe and check a company’s
vital signs through company reports,
income slatements, and balance
sheets. In finance, cash flow, financial ratios, and Mirging
might serve as vital signs. In organizational behavior, it
might be organizational design and corporate culture. Like
a doctor, when a student identifies a vital sign outside nor-
mal specifications, he digs deeper to find the root of the
problem, and then creates an action plan to fix il

Naval officers go through the same systematic proce-
dures on hoard ship, submarine, or sguadron, Good lead-
ers constantly pulse their areas of responsibility, be il main-
lenance, training, personnel, or watchstanding. If an area
does not measure up (e.p., failure of a zone inspection,
main space fire drill, or combat scenario) olTicers assess
the situation, investigate, identify the problem source, for-
mulate an action plan, and execute it when ordered. The
processes | learned as a repair locker officer were eerily
similar to the analysis required at business school (which
may be one reason junior officers are in such demand at
top business schools),
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Making the Transition

In a typical MBA program, courses range from the
“hard” skills of finance, accounting, and operations marn-
agement to the “softer” skills of stratcey and organiza-
tional behavior, Depending on the program, curriculum
can be broadly diversified across core business functions.
My program focused on general management, which in-
cluded financial reporting and control, strategy, finance,
marketing, technolegy and operations management, lead-
ership and organizational behavior (LEAD), business gov-
emment and the intemational economy, and entrepreneurial
management,

OF these courses, LEAD was the most familiar to me
as a surface warfare officer. Like all officers, my pre-
and postcommissioning sources provided valuable lead-
ership training. However, LEAD gave me exposure to fresh
and different leadership theories and viewpoints. [ had the
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opporlunity to study more than 100 business cases, each
providing a window on the internal workings of civilian
organizations—public, private, nonprofit, and govern-
mental—and how company leaders reacted to internal and
exlernal crisis, Through their successes and failures, |
learned how organizalions can use organizational models,
frameworks, and levers to effect change.

Finance, accounting, and operations management helped
me develop new management skills. Although cash flows,
stock market betas, and bond yields do not necessarily
have naval application, financial modeling technigues can
be adjusted to help officers measure the important op-
portunity costs in decision making. Ashore, these tools are
applicable to program budgeting and project valuations,
At sea, operational commanders who need a more so-
phisticated model to weigh options or “go, no-go'” crite-
ria might find analytical models that incorporate dis-
count factors and probability trees useful in their
decision-making processes.

My technology and operational management course fo-
cused on how 1o build and manage processes to ensure
maximum uvse of resources. I studied how eyele time,
throughput, capacity, inventory, and information technol-
ogy could affect operations. In more than 30 case studics
on companies ranging from Benihana to Microsoft, [ cri-
tiqued manufacturing, communication, and service oper-
ations by analyzing the fundamentals of process theory.
The course demonstrated the application of academic the-
ory to real-world operation, and 1 found myself constantly
challenging ways I had managed operations on board ship.

Financial reporting and control was another subject [
was surprised to find had direct application to naval op-
erations. The majority of the course focused on systems
organizations set in place to implement strategy, to bal-
ance the exciternent of innovation and risk taking with in-
ternal controls.
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The Navy is ripe with similar systems. Like most ef-
fective companies, it has in place systems thal define
culture, reduce exposure to risk, manage uncertainties, and

measure performance, The Mavy’s core values are part of
its belief system. Rules and procedures such as rules of

engagement and the Uniformed Code of Military Justice
establish boundaries to guide personnel action and reduce
risk. Systems such the Engineering Operation Sequencing
System, Planned Maintenance System, and Operational
Risk Management System help the Navy control opera-
tional uncertainties. Finally, reporting systems such as the
Casualty Reporting System, fitness reports, and even the
interdeployment readiness cycle are diagnostic systems
that measure critical performance output,

Tov test my beliel thar my civilian MBA skills could
work in the military setting, 1 conducted three Navy-
related projects during business school, One dealt with
levers of organizational control and how Navy leaders ap-
plied these levers to deal with surface warrior retention, 1
locused on the issues of leading change and organizational
renewil within the Office of the Chiel of Naval Opera-
tions (OpMav) stall by studying the Deep Blue organiza-
tion. [n my regulation, deregulation, and privatization
course, 1 studied the prospects of privatization within the
Department of Defense.

[ also spent one summer interning in the Pentagon on
the OpNav and Secretary of the Navy stafls. Although 1
wis the least experienced project team member in both
rank and Pentagon experience, my business school train-
ing gave me the confidence and ability (o contribule 1o the
teamn’s efforts. The skills 1 learned in class proved o be
extremely helpful in addressing Navy-related issues.

The Way Ahead

The Mavy demands global thinkers who can dissect and
resolve challenging issues that span operating policies,
budgetary constraints, and human capital, Leaders not only
must be tactically decisive in warfare, but also must be
78
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strategic thinkers whe can implement and execute plans,
An MBA can contribute greatly toe this aim, Becaose the
degree is 5o flexible, it is well suited (o the complexity
of today's Navy, It can aid critical thinking by grounding
our officers in analytical models and frameworks, 11 also
can help our leaders develop new ways o reshape and
challenge our force and build a performance system that
rewards and fosters innovation and risk laking while main-
taining an appropriate balance of organieational control,

Mew investments in flag officer education, such as the
Center Tor Executive Education at the Maval Postgraduale
School, is a positive step, but business education oppor-
tunities must be increased to the lientenant to captain lev-
els to achieve Admiral Clark’s goal to “extend this un-
derstanding 1o the deck plates.”™ For junior officers, the
Mavy should increase MBA-related program openings al
both the Maval Postgraduate Schoel and eivilian univer-
sities. These actions should not be viewed as retention
mechanisms, but as investments in our human capital. For
senior officers, the Navy should consider offering one- to
two-month executive education programs for all future
commanding officers. By aligning our professional edu-
cation programs to support “Sea Power 21,7 the Navy will
realize a high return on its investment.
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