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GEIZRAL HOLMAN: Our lecture thils morning deals wlth the responsi-
bility of contracting officers and L,overvmem, representatives for prevent~
ing any delays in production. In any large manuwfacturing trogresn tnere
vill be problems constantiy arising which affect labor, mat erials, and
inspection, as well as just plain adrinistrative rroblens whien must be
solved, Decisions must be made at the vlant or the distriet level, hile
the contract jtself furnishes the basis for wuaking these decisions, there
is no substitute really for good uox.na business Judsment on the mart of
the goverrment repreuentatlve who is charged with administering +the con-
tract.

Qur speaker today has had a wealth of eciperience in geverwment
contracting. He has devoted many vears of his 1ife toward “rOVidﬁng the
Alr Force with better airplanes. He has worked in the fisld of research
and developnent, production engireering and aiso in precurement., Turing
the war years he was Chiief of the Proocwrement Division at Wright Fleld.
We lmew him last year as the Deputy Director of the Lozistics Division cof
the Army General Staff, Fe is now the Deputy Comvanniﬁh General for
Operations of the Air lateriel Command at Viright Field.

It gives me great pleasure to <relcome to this latforn Hajor Gen-
eral Orval R, Cool, who will discuss "Froduction Problams Aflecting Jon-
tractual Relations." General Cook.

ENEPAL CCOK: Thank you, General roirman, Iy talk will not be a
lengthy one so you can look forvard te not seending too much time in here
listening to me.

There is rothing romantic about a rroduction : groblem, elthough,
in a buginess sense, its results may be spectacwlar. Production prohlems
run the gamut from a sinple tool or process difficulty to those that can
result in complete ruination of ihe production erterprise, phyrsically,
financially, or sccially,

Heither is therc anything romentic or spectacular shout o wroduc~
tion contract, particularly +the humdrum but useful variety with which we
arc familiar. The purpose of this introduction is to dispel any {1lu-
sicns that a 1light novel rmight be vritten around 40 3 subj ovt of this lec-
ture, or that it could be successfully cmoloyed as a "vhlcle for a light
opera,

Before discussing vproduction probl lems, 4t is Titting o reviow
some of the fundemental clements of bot: produetion and contracts.
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Production generally may be rcduced to five fundamental csscntial
These are: (1) manpowver, (2) machines, (3) naterials, (4} manncement, an
(5) money.

T will not discuss at this point any one of these esaserticls
because I am certain that you are familiar with their neanirg and uses.
My purpose in mentioning these essentials is that dilfficuity with ore or
more of them can and does generate production problems, There are other
causes of production protlems, bul there are very Iew wnich cannot be

Eal

reduced in fundamentzl terms to one or more of the five essentials,

In general, the elements of the kind of contract with which we ox
most familior ere:

1., Its pxrpose,
iy I

2. A description of goods %o be deiivered--the
specification.

3. A time and rate of delivery--the starting
date and delivery scliiedule.

4. Place of delivery.

5. The consideration--and how, when, where, and
to whor poyment is to be rade.

5., Penmalties and/or incentives.
7. ethod of chonge or amendment,
8. Special vrovisions,

e !
or cost-plus-a-fixed fee, bubt it
congiderable difference in the administ
In the pure fixed-price type, the controctor assumes o recsonable risk
which usually is compenscated by higher profit. In the cost-rlus-a-7Tixed-

~td

fee type, and fixed price with price redetermination, the Government
assunes practically all the risk. This factor is mentioned at this time
because the same production problem nay 2ffeoct contrachual reintions

under one type of contract but not urnder another.

The production contract is almost inverianbly either fixed price
i I3

s important te remerber that there is ¢
inistration of “these tyues of comtract

The subject of contract amendments and chansges is as coaplex as
the subject of production problems, Changes in contracts are made that
in the strict sense of the word do not affect combroetwl relations, jus
as there are production protlems that do not affect contractual reintion
Changes in controacts that hove been awzrded 2s 2 result of comnetitive
bidding is a specizl subject, and for reasons that are obwvious or well
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known to you. It then can be said that not only may the type of ceontract
influence the effect of a production problem on contractucl relations,
but the method of award may influence the effect as well.

Vhat is a production problem? BRroadly, it may be defined &s a
circumstonce whiich adversely zaffacts the ability of the producer to
deliver his preduct within or at the time syeciiied by the cortract, or
vwhich conforms in 211 respects with the contract specificatior, or within
the costs anticipated by the contract. The circunstances may be generated
by the Governrment, by the contractor, or by influerces over which neither
has any control, Any circumstance which enables 2 controctor So exceed
the recuirements of his contract, obviously, need not be o procduction
problen.

For purpeses of illustrotion, I will start with a contractor vwho
has a factory that is operating perfectly and producing on schedule, in
strict accordance with the controct svecificatlon, ond within cosis
anticipated by the contract, The stage now is set for preduction wnroblem
that will affect contractual relations, and which I will introduce %o dis-
turb the peaceful serenity of my victim,

In accordance wwith the terms of the contract, the Government fur-
nishes certain wroperty to e installed in the end item being delivered by
the contractor. Tor its convenience, the Govermment decides to change the
type of property being installed.

The new article of govermmont-furnished wroverty comot be
installed witheout physical chenge in the structure of the erd item, The
change reguires engincering, new or additionzl moterials, new tocling,
fabrication of new instellation parits, or purchase of new vendor-Iurnished
parts, and training of emplojees. fost is increased, and delivery is
delayed. A contract change 1s reguired to fit the new cornditlons and is
duly negotiated and executed.

My Unsuspecting viciim ls successil. in recoverin
tranquility, vhen 2 perfectionist in his owm fomily, in %
cngineer, thinks up o new wrinkic thot will save costs in
that will not in any way reduce the utility, durability, or Swnection of
the product, but does not improve the nroduct, Introduction of the chonge
will not affect the delivery schedule, but it will couse the product to
deviate from the excct reguirements of the controct specificotion. &
request for the chinge is made by the contractor ond is agresd te by the
Govermment. A change order or conbtroct nnendment is nogotizted vhich
extends to the Govermment a reduction in urice as consideration. The
change order is duly cxecuted, and production cgain smoothes out.

s former
orm of an

-
12 i

After several weeks of untroubled calm and neaceful production,
he controctor is confronted wwith labor trouble., The union represonted
in the contractor!s plant veites to strilie and, aftor the logol. cooling-off
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pericd, goes on strike., TFederal nmediation, conciliatvion, and arbitratior

1 fail, The strike is protracted., Yaterial orders nust be canceled oI
suspended, and vendor-"urnished items cannot be accapted. The plant is
at a conplste standstill except for maintenance and secwurity, The clircur
stance is beyoad control of either the Government or the contrachor.
After several weeks of regotlatﬂon, the contractor signs a new agreenent
with -the labor union which, among other provisions, inciudes substantial
*ﬂcreases in rates of pay.

Several produc*ion wroblems have been generated. Costs will be
higher., Iabor costs are increzsed as a result of the wage ralsec.
Material costs are increased vecauce of the necessity Jor reordering and
rescheduling =aterials., Dwring the strike a significant number of worl-
men obtained ermployment at otbther work, therefore. new and wntrained
people have to be recruited and trained for these vacancies., 7The con-
tractor already is in defawlt in delivery of his wroduct, and a new
deiivery schedule must be established. Rerarcdless of the tyoe of contra
‘under which the contractor is worlidng, change crders or amendmencs must 1
regotiated, and the negotiation is as complex and involved as negobtiation
of the original contract. After all these trovhles, this r;ft~cu;ar con
tractor completes Lis contract wzthout forther uifflculty, but you mar
rest asswred that during the remainder of the 1ife of the contract, he i
neither tranquil nor serens. The maravbr~nt fipuwratively sits on the
edges of its respective chulrs for a long tine,

Having done considerable mischief to one contractor, I will tran
Tfer my diabolical atuvention to ancther vho 1s suffering from a bzd casc
o pestwar complaccencey compounded with the ambition to be Mr. Big in his
field. He has a cornfortable backleog ¢f sound governmeont ordels, tut
~decides to take In addition A recl flier in a highly speculaotive product
‘His investment in development, matcrials inventory and work in process
rapldly increases, and his working capital decreasss. e finaily, but
too late, concludes that his investment in unsold zand unsalable inventor
of the specwliztive mroduct rmore than offsots s siles of the sound
rroduct; he is in a serious predicanent, I&s supplicrs are clamoring fo
payment and are withdravdng credit. His bankers consider im 2 bad busi
ness risk, ard he has only gnough cash to ray nis employoces for a low
wacks. He f:quﬁwthu]v is in the center ol 2 maclistrom of his ovm nakin
Aithough the product which he is making for the Jdover wment is sound and
is urgently nceded by tkc Government, hc canrot male dgliveries on sched
ule. Heo appeals to the Government for relief. He is 25 much @ risk te
the Govermment as he is to his baniers. A sslubion finally ig achisved
by distributing the risk; the requisite contract changes zre ncgobticted
and executed; and the contractor reswnes dclivery to the Govermeent, Wit
the bankers and the Zovernment breathing dovm his neck and stepping on
his heols vith cvery move that he mokes. lic finally grorges from 1ig
-difficulties a sadder and, I hoype, a vwilser conbrnctor.

K

T PP R T T



. &= e B Ahl aera b K
ST T
INGEZe ) NN I s ¢

An encyclopedia of preduction problems that will affect contrac-
tusl relations would contaln hundreds and rwerhaps thousands of case
examples, The examples I have used are simply 1llustrative of the Zaci
that any production wvroblem that prevents the contractor fron complying
with the terms of the contract will affect, in general, contractual rela-
tlons and will require some form of amendment c¢f the contract.

Some causés of produciion problems are:

1. A requirement for the use of newly developed
material, or a unigue material which 1s difli-
cult te obtain,

2. A change to a standard or more readily trocur-
able material,

3. A change in detail‘design to improve utility,
functioning, or dwrability of a component,

La 4 change in detail. design necessitated by
fabricaticn daifficulties,

5« Changes in design or fabricatlion reguired for
safety in the use of the product.

6. Changes in installed government-furnished
roperty,

7 Changes ir rate of delivery--at request of
either contractor or Govermment.

8. Change in total gquantity on contract,
9. Labor problems.

10. Training of worlmen.

11. Poor managenent, -

In my opinion, this last is the nost prolific cause of production
problems, althouch there are many who will +alte issue with me or this
voint. Iy reasoning behind this statement is that labor trousles, finan-
cial difficulties, and problens in production technigues frequently can
be traced back fo errors in Judguent or lacik of alertness in reccgnizing
a minor difficulty as a potential full-scale problen in time to dispose
of it before it develops. The Govermment cannod “e excluded from being
elther a principal or an accessory to peor manasanert. As one party o
& contract, it can manage ils affairs so poorly as to impose needless
froduction problems uvpon a ceontractor vho, under more Taveorable circum—
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stances, would be'generally successful in avolding problems thatl would
affect contractval relations.

Eariier in this talk, I mentioned that a vroducition problem migh
be generated by the Govermment, by Tthe contractor, or by ctner influence
A preduction problem generated by the contractor, and of a type which
requires a change in contractual relations, must te carefully scrutinize
Some changes of this type can be avoided by careful negotiation of the
original contract, A producticn :rovlem generated by the Goveriment, bvu
at the suggestion or instigation of the contractor, must be even nore
carefully serutinized. Change orders can be used os a vehicle for fndiw
rectly achieving over-all more favorable veris than rere gmecified in th
ocriginal contract.

Contractors generally do not attempt to use this stratagem for
recouprment, but it has been employed, You may recall a verse from Fipli
"ho ghall deubt tthe secret hid under Cheops! pyramid! was that The cor
tractor did Cheops out of several nmillions?i

Production problems that affect contractumal relatiens usually
affect the cost element of the contract, and most freguently result in
higher cost of the product called for in the contract. Avoidance of tnc
rroblems must be sought, both by the contractor and by the Sovernment.
Fajlure tc properly anticipate ail possible reguirements cduring negotia-
tion or in advertlising for bids results in nroblems that add to the cost
Changes of mind after axecution of the coniract add greatly to cost and
usuvally delay delivery., If I hove accomplished nothing else oy this lec
ture, T hope that you have been inprossed by the fact that a oroduction
problem that affects controctual reloations may occasionally e welcomed
by a contractor, but generally is bad news to boin tha controctor and tt
Government, and especially to the Jovernment. Thank you, goentliemen.

Q'ISTIOM. You mentioned something about t
fault in the nerotiation of thes @ contracts or dco

o Govermment being at
£ =

e ng
Viould you elzborate on this a little bit further t

k
ling in coniracts.
to zive us sono examplc
GENFRAL COOK: Unless the people who arc negotiating the contrac
on behalf of the Govermment know cxactly vhat they want at the time the
contract is negotiated, and unless they are vory careful to sce that all
of the requirements that are going to be pilaced upen the contractor are
srefully spelled out in the contract during the regotintion, the chorr
ment freguently discovers that sometlding vas forgotten, or the contractc
ciscovers that something =ias forgotten, ond the Torzotien clemont has tc
be taken carc of in the form of an amendmont. That iz just ordinazry goc
business as observed in intercourse boetween dusincess organizations,
whotner the Government is invelved or not. Does that satisfy you?

QUESTICN: In one of your cxamples you menticned the contractor
who got into hot water and bccaho 2 poor ILinancial risk; you sald that
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the Govermment assisted the banks in taking over that risk. Tould vou
state how the Govermment could assist in takcing over risks?

GENERAL COCi: Under certain contracis, progress payments and
advance paymenvs can be rade. If you are not familiiar w u” Tinancing

and financial operations, you will find that banks souebimes w11l jointly
cecide to make a loan to a contractor by dividing up his weOLv.erlents for
cash among several banking institutions. So in the illustrative case tha

I gave, I probably should have elaborated on that and said, not only <did
the contractor negotiate loans with several banks for smaller amounts with
each one, but the Govermment aiso, in orcder to meet the banls, advanced
certain sums of money to distribute the risk among several diflerent
places. That is a device that is used quite frequently where a comiercial
enterprise isn't too sound financially but has a sound preduct, or nas a
good backlog of scund orders and has ZJust otten itself irto finencial
difficulties by bad management. Also, concurrent with taldng on a distrib-
uted risk, generally there is a change in management., The fact is there
almost always is 2 change in management,

QUESTION: There seems to be some difference of opinion about the
advantages and disadvantages of a contingent contract. Cowld you tell us
1ittle avout that, please?

GENERAL COQK: ihat do you mean by a "contingent contrzesen

QUESTICH: Tor inst tance, “n.lndu5ur1 1 planmning, contract is
let to one manufacturer to produce a hundred articles at & certair date.
Maybe M-day boosted it to a fhousand per month, I understand thot

is
contingent contract, What arc the rros =nd cons aboud that? Are they
used by the Air Force?

9
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GEMERAL SOCK: Mo, we don't use that type at this time to ny
nowledge. There may be one or two, 3ut our general belief in comnec-
tion with that preparatory t;pe of contract is trhait 2ll of the production
planning and perh2ps enough rroduction to prove the tools=-if the crticle

o

is no?l 1mmod1ately'requ1rcd--Lb the best way to vrepare for furtier pro-
duction. But the Air Force has so for found i5seif short o funds for
very much of the preparation in the vay of gebting tools and proving the
teoling, except for thosc items that we actuwally are purchasineg and
actually need now. T dont't beligve I have guite answered —our nuestion.

QUESTIONER: Well, an cxample, sir, I think "Republic” merntioncd
something about conting en+ cordracts, and they in turn taldns Shan dovmn
to a sdbcontructor, and wnother or nov the term Mcontingent contrectt
actually meant anything, if thoy could Le enforced ot 2ll or if a situa-
tion would arise ofter l-day where wroduction could not be met due L0
reasons beyond the control of either the prime or tlie subcontracltor?

GEITIRAL COOK: Do you vmnt my personal oninion on 147
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QUESTIOMER: Yes, sir, that is vhat I vas asxing.

GEIMERAL COCX: My personal opinion is +that they are net worth
very much, I would hote to hove that influence anyone., As you say, con
ditions change, and, unless the contract is renegotinted periocdically, o
at fairly short periods at that, I don't thinic that the contractor could
start off withcout considerable revision of Lis 3lans and the contractunl
instrument, Personally, I believe in hoving all production plonning and
contracting with the contractor vhe is zlmost certain to be czolled uron
produce in the cvent of an emergency. He vould have his production plan
ning commleted, his supclicrs picked out, and perhaps wouwld have donc so
of the preliminary negoticting vith them. The nerotiating <rould beg vhol
on an informal basis, not on the basis of 2 contractual instrument, beea
conditions can change very ropidly. After all, the production planning
the prime contractor and getting an idea dovm on paper in a2 nlanning way
2s to whom he is geing to use 2s supplicrs and vendors and tclling them
vlons to use them, and making plans for it is, in ny opinion, thc nmost
effective wvay of doing it. Of cowrse, it is the cheapest vay. Terhaps
look 2t it from the standpoint of cconomy. There is less loss to the
ceonenmy of the country with that type of procedure,

GUESTION: Vhat is the usual praciice in absecrbing increased lat
costs when a plant has had a strike in which workers zet increascd wagzes
Does the Government talte any of the additional burden?

GENERAL COOK: It all devends on the terms of the contract., If
the contract has that provision in 1t, yes, that 1s added to the cost of
the contract or whatever the negotiated proporticon is at the time it
occurs, in effecting a chanze order, In ihe case of cost-nlus-fixed-lee

then the Government does absorb all the cost,

There are some details conmected with that. The Goverrment is r
permitted to absort the cost of lemal assistance vwhich is used for--well
I think the labor wnions cail it--Tignting the lahor unions. 'There is a
certain proportion of the lezal costs that the contractor has te lucur
even though the plant isntt operating, and if theare are any added costs
vhich are caused by the contractor having tc take on additional lawyers
to negotiate with the labor unicn, those additionzl legal costs are not
allowed generally, or if they are allowed, there is apt to be quite & he

QUESTION: In handling most cases, mrivatec industry doesnt't hawve
chance to negotiate its contracts, so vhen a contract is made that is it
Incdustry either mazkes or loses moncy. The Ford lotor Company, in order
get around that continzency, meintains 2 Price Anal:rsis Department. In
contracting for your requirements, does the Alr Force maintain a price
cnnlyst and just how does he enter into the contracting business?

GENERAL CCOK: Yes, T believe that is general practice, Tt is
genercl practice throughout fovernment nurchosing institutions to use
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price amalysts in the military deportments. Those cwﬁce analists viork
senerally vith the contractors! price analysts until finally they, on

items that therc is some disagrecment about, have 2 meeting of the minds.

Generally, a contract of Targe proportions is not regotiated irithout the
services of a price analyst, even fixed-price contracts.

low, in answering the commander's question zbout the cost of
strikes, on fixed-price contracts, there frequently is an Mich of God!
clause or article in the contract that stipulates regotiaticns of certain
rarts, or provides IZor reregoiiation of certain ¢rovisions of the con-
tract--if lightning strikes and the plant bwns down; if sirilkes prevent
raterial coming into the x»lant; or if strikes vrevent the coniractor from
performing; and so on. In those cases, ithere does have tc be some rensgc-
tiation and amendnent ¢ the contract to take care of that warticular
occasion or production Cifficvdty that resulted from the strlﬂe.

QU“STIO’“ With the desire of Congress to distribute “hese zovern—
nent awards Yo small business as well as to large business, couwld you give
Us an example of now we take care of that in the Air Torce? ake, for
exanple, the prime contract on the B-36. TYe have now added four rore
engines to that airvlare, Just exactly how do we handle 2 large contract
lilke that so small business gets its share?

GEYERAL COOK: I assume you are faniliar -rith uhe provisions of

Public Iaw 113 with respect to smell business, At this time, as you know,
there is no way in which the Government can vay a vremium to srall busi-
ness,  Other things being equal, the purchaesing depazrtinent ca, in negoti-
ating contracts, direct some of them torard suzll business firms, but in
the case of contracts that are awarded-on the basis of formal advertising,
there is no choice. If the small f‘rm wiich has DLd ls the lowest respon-
sible bidder, it gets the business; if the lovest resnonsible bidder is a
large orgarization, it gets tie | us‘ne Se

I connection with such contracts as the B-36, the only action
wiich the Govermment can take tc direct businress 4o small businesscs is
tc aslk the conmtractor to select smaller concerns there nosgible Tor ninm
to get the peorforrance that he desires for hlS vendor-furnished ecuinmont.
The contractor ceovld have srmall businesses malke nany of the comonents of
the article that he is 0L¢7u1ng. There can be no legal provision of the
contract to require him to zo to any smaller concerns if, in ~is judguent,
they cammot do the work that lc ”arts done, the vay he wants it done, and
when he wants it done.

QUESTIOY: Th i has te do with the division of responsibility of
the various echelons of the Air Force in contra cting administration. Vo
have heard that in var mcbilization woriods tho peorle in the ficld are
frequently called upon to malke snot Judgmento vhich would affzct contract
and production problems., How is that handled in the Air Force? There is
the divislon made between ield responsibility and the rosponsibility of
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your headguarters at Wright Fleld and the rosrtonsibility of headguartors
at Washington?

GERMERAL COCK: That is a yretiy difficwlt cuestion to answeir, 1
don't 1like the "diwvision of responsibility" mnart of it. will call it
tdistribution of responsivility" rather. Ilzadquarters in Washington
gives the Air Materiel Command basic instructions as to requiranenis; wha
it is to purchase or haove produced. The ilateriel Comrmand has a director:
called "Dircetorate of Procurement and Industrial Tlanrning! vwhich maintal
a centralized contraciing agency, particularly for the large contracts,
has branch offices-~-actually branch offices and not scrarate stations-~in
the field, called "Air Force Procurcment Field Offices.! They actually o
a port of the Directorate of Frocurcment and Industrial Planning, and the
main job at this time is contract cdminisvration.,

pN N

The contracting officer who negotiates the contract, gencrally, i
not the contracting officer who administers the contract., There is 2
transfer of respensibility. llovwoever, there Is onc man who is always resy
siblece At the time vhen the negotiation of the contract is cemploted, on
it is a finally approved document, the negotiating contracting olfficer th
has completed his job. The contract zoes %o the field to the conbracting
officer who then has the responsibility for its administration,

Now, in time of emergency the administrative contracting officer
has considerable leeway., If a change has to bas made on the spet, in orde
to keep production going, he has authority to make that change, bub he mu
irmediately report it back to headquarters for confirmation and acceptanc
by the people vho negetiated the original contract, There ls gquitc a pro
cedure set up for that, bub I cantt tell you of all the details riznt her
because it 1s fairly comrlex and I an not familiar in detz2il with all the
actions that are required. Docs that satisfy you?

UESTION: Yes, sir. Irn a case whire you have to rencpotiate vou

3 & o
contract, cue to change in govermment-Iurnished property or
thing as that, is that rencgotiation done at {risht Field?

GENZRAL CCOK: It is done at Wripght Field -rith the assistance ang
advice of field personnel.

QUESTION: Gencral, vhat is the approximate proporiion belween
contracts let under bid and under tlic negotiation tvpe now? And regardin
negotiation, which type of negotiation do you profcr?

GENTRAL COQK: ™ Well, tnere are, as T recall, soventeen situabions
covered by Public Law 413, or scventecn cxceptions under which you can
negotiate contracts. I think that, in the tywe of govermment that vwe hav
and that we fight for, open competition is the best way of getting vimt w
need. Bub that has to be tempercd vith judgmert and exonoricnce, and the
cempetition should be between prospective contractors vho have +the capael
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or the facilities and the abilily to produce what is reguired, when it is
required, I don't iiean coupetition to everybody, including the back alley
garages that are looking, perhaps, for a means of getting a little help to
build a new garage. Under those excepbions covered in Public Tew 113,
there are certain types of contract that mst be negotiated. 7ou just
simply covldn't go out in open competition with some of them, of course,
for reasons of securitiy, Yeu dontt want the contract publicized. In
others, representatives of Jovernment tow & pawticular concern or a nar-
ticular individual who they lmow to the exclusion ol everyone eglse can do
that job best, particularly in research and development, ard in those
cases, of course, it is only reagonable that ithey be negotiztad, legoili-
ation can and should include the element ol corpebtition, and Zrequently
vetter terms can bLe secured by that means tian by formal adveriising.

QUESTION: BSir, what T meant was the actwal productiocon today, how
rmuch, what proportion is coming from competitive bidding and what from
negotiated contract?

GEMERAL CCOK: I cant't answer that., I naven' any statistica on
that,

QUESTION: We have been told that current contracts are beling let
with an eye on the future industrial mobilization requirements. That
seems too low on the current procurement funciion and planning Dunction.
Could you say something about how future vlanning Tunctions rel into the
contractual relations betiwveon Jovernnment and industry?

GEITERAL CCOK:  What you have been told is truve, and jou perhaps
notice that the Air Force has iis procurement function and Lnﬂusull 1
planming function under the same directing Luad, the reason being that
those two are irtivately tied together. Ve are in ceortoin conbracts
today permitting or directing the controctor to have tooling ard facili-
ties available fer a possible higher production rate than s required
under the delivery terms of the contract., For exangle--T won't mention
any perticular type of aireraft--in a certain aircralt costract, the
contractor is reguired to deliver a maxirn of ten aircraft per month,
say, over this coming fiscal yeor. ;onever, he ls required to have
available and to maintair tooling and other faeilities that will enable
kim to produce fifty aircraft ser month if need be, after o certain
rveriod of time, Mow, that same ratio That I have vsed doesn't anply to
all, Thet same principle is used in other things besides corslobe adir-
craft. Jo some of the costs of industrial rzlonning cre inclided in pro-
duction contracts, and that is done with the full Imovladse ¢ everyone
who has anything to do writh the aporovriations ajisc.

QUESTION: In connection with thot excess capocity‘*ka* vow Jjust
spoko of, does thne Alr Ferce actually cecgquire excess production nlanning?
In other words, is there additional nlaonning on paper for oxcoss noximun
croduetion?
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GENERAL CCOCK: Yes, we have,

- ol UG e LG u_«...j’..-‘ ! & :_ ‘ 1 ase REW .-A I v X

QUESTION: Do you actually gebt, and in the case of moximum vrodix
tion requirements, actually use that same set of plans for additional ure
cduction?

GEIERAL CCCK: Ve are not so much interested in having the olans
as we are in the contractor having the pnlans; we think he is the nan ©o
the job and not the Air Force. But we 2re interested in his hoving ths
plans. Additional canacity above what he nceds For his immediate oroduc
tion cannot be provided unless he can show justification for the additic
esuipment or perhaps a nmore durable tyve of toois thon he nesds for the
imredizte job.

v

COLOYEL HEMRY: General Coolz, on bechalf of
sCus od. Thani¢ yo

for o most interesting +alk and irformotive di
very much.,

lege, T thonk
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