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M a j o r  G e n e r a l  W i l l i a m  T. T h u r m a n ,  USAF, Deputy  D i r e c t o r  fo r  
P r o c u r e m e n t  and P r o d u c t i o n ,  H e a d q c a r t e r s ,  A i r  M a t e r i e l  C o m m a n d ,  
was  b o r n  in At l an ta ,  G e o r g i a ,  6 June  1909. He was  g r a d u a t e d  f r o m  the  
U n i v e r s i t y  of G e o r g i a  wi th  an L L .  B. in 1932, and s u b s e q u e n t l y  a d m i t t e d  
to the  b a r  in G e o r g i a ,  F l o r i d a ,  the U. S. D i s t r i c t  Cour t ,  and the U. S. 
S u p r e m e  Cour t .  He p r a c t i c e d  law in At lan ta  un t i l  J a n u a r y  1941, when  
he wen t  on ac t i ve  duty as  a cap ta in  wi th  the Judge  A d v o c a t e  G e n e r a l ' s  
D e p a r t m e n t ,  F o u r t h  C o r p s  A r e a  h e a d q u a r t e r s  at  At lan ta .  The  fo l lowing  
Augus t ,  he was  a s s i g n e d  to the M i l i t a r y  A f f a i r s  D i v i s i o n ,  Off ice ,  JAG, 
U. S. A r m y ,  W a s h i n g t o n ,  D. C. In M a r c h  1945, he was  t r a n s f e r r e d  to 
the M e d i t e r r a n e a n  T h e a t e r  as Judge  Advoca te  of the 92nd In fan t ry  D i v i -  
s ion;  the  fo l lowing  S e p t e m b e r  he r e t u r n e d  to the Uni ted  S ta tes  and was  
a s s i g n e d  to the  Off ice  of the P r o c u r e m e n t  Judge  A d v o c a t e ,  A r m y  S e r v -  
ice  F o r c e s  H e a d q u a r t e r s  in Wash ing ton ,  D. C. A m o n t h  l a t e r  he was  
a s s i g n e d  as  l ega l  a d v i s e r  to the  Spec ia l  R e p r e s e n t a t i v e  to the  U n d e r  S e c -  
r e t a r y  of War  fo r  P r o p e r t y  D i s p o s a l  and T e r m i n a t i o n .  In J a n u a r y  1947, 
he was  a s s i g n e d  to the Off ice ,  A s s i s t a n t  S e c r e t a r y  of the  A r m y ,  and the 
fo l lowing  O c t o b e r  b e c a m e  A s s o c i a t e  G e n e r a l  C o u n s e l ,  Off ice ,  S e c r e t a r y  
of the  A i r  F o r c e ,  and in D e c e m b e r  1949, b e c a m e  G e n e r a l  C o u n s e l  of the  
A i r  F o r c e .  In Augus t  1950, he b e c a m e  Deputy  A s s i s t a n t  fo r  P r o g r a m -  
ing, Off ice ,  Deputy  Chie f  of Staff for  O p e r a t i o n s ;  J a n u a r y  1951, was  
appo in t ed  Deputy  Chie f  of Staff, U. S. A i r  F o r c e s ,  E u r o p e ,  wi th  s t a t i on  
at  W i e s b a d e n ,  G e r m a n y ;  in May 1951, b e c a m e  Deputy  Chie f  of Staff  fo r  
A d m i n i s t r a t i o n ,  A l l i e d  A i r  F o r c e s  in C e n t r a l  E u r o p e ;  was  appo in t ed  
D i r e c t o r  of P r o c u r e m e n t  I n spec t i on ,  I n s p e c t o r  G e n e r a l ,  s t a t i o n e d  at 
N o r t o n  A i r  F o r c e  B a s e ,  C a l i f o r n i a  in N o v e m b e r  1952, and in Augus t  1954, 
b e c a m e  Deputy  D i r e c t o r / P r o c u r e m e n t ,  D i r e c t o r a t e  of P r o c u r e m e n t  and 
P r o d u c t i o n ,  H e a d q u a r t e r s ,  AMC, and in June  1957 a s s u m e d  h is  p r e s e n t  
pos i t i on .  Th i s  is  h is  f i r s t  l e c t u r e  at the I n d u s t r i a l  C o l l e g e .  
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A D M I R A L  C L A R K :  F r o m  w h a t  we  h a v e  h e a r d  s o  f a r  f r o m  t h i s  p l a t -  
f o r m ,  I t h i n k  t h a t  m o s t  o f  u s  h a v e  c o m e  to  t h e  c o n c l u s i o n  t h a t  t h e  y e a r  
o f  1957 w a s  o n e  of  t h e  m o s t  e x t r a o r d i n a r y  in  t h e  h i s t o r y  o f  m o s t  t y p e s  
o f  p r o c u r e m e n t .  T h e  y e a r  b e g a n  w i t h  a r e l a t i v e } y  h i g h  a n d  o r d e r l y  l e v e l  
of  p r o c u r e m e n t ;  b u t  b y  m i d y e a r  t h e  b u d g e t a r y  c r i s i s  in  t h e  F e d e r a l  G o v -  
e r n m e n t  , a u s e d  t h e  D e f e n s e  D e p a r t m e n t  t o  s t a r t  a s e r i e s  of d i r e c t i v e s  
o r d e r i n g  c u t b a c k s ,  s t r e t c h o u t s  of  c o n t r a c t s ,  c o m p l e t e  c a n c e l l a t i o n s  o f  
s o m e  p r o g r a m s ,  r e s t r i c t i o n s  on o v e r t i m e ,  d e l a y  in  p a y m e n t s ,  a n d  o t h e r  
f i s c a l  g i m m i c k s .  L a t e r  i n  t h e  y e a r  t h e  s u c c e s s  of t h e  R u s s i a n  s a t e l l i t e  
p r o g r a m  c a u s e d  a p u b l i c  r e a c t i o n  w h i c h  in  t u r n  c a u s e d  a r e v e r s a l .  S o m e  
of  t h e  r e s t r a i n t s  w e r e  e a s e d ,  a n d  t h e r e  w a s  a n  e m p h a s i s  on  a c c e l e r a t i o n  
in  t h e  f i e l d s  of  t e c h n o l o g y ;  r e s e a r c h  a n d  d e v e l o p m e n t ,  m i s s i l e s ,  a n d  s o  
o n .  

O u r  s p e a k e r  t o d a y ,  M a j o r  G e n e r a l  W i l l i a m  T .  T h u r m a n ,  h a s  b e e n  
s e r v i n g  in  a p o s i t i o n  w h e r e  h e  h a s  e x p e r i e n c e d  t h e  f u l l  i m p a c t  of  t h i s  
s e r i e s  of  e v e n t s .  He  h a s  to  d e a l  w i t h  t h e  m a n y  p r o b l e m s  w h i c h  t h e y  h a v e  
a d d e d  to  w h a t  w a s  u n d o u b t e d l y  a l r e a d y  o n e  of  t h e  m o s t  d i f f i c u l t  a n d  c o m -  
p l e x  of  a l l  m i l i t a r y  t a s k s .  G e n e r a l  T h u r m a n  i s  D e p u t y  D i r e c t o r  f o r  P r o -  
c u r e m e n t  a n d  P r o d u c t i o n  of  t h e  A i r  M a t e r i e l  C o m m a n d ,  t h e  c o m m a n d  
in  w h i c h  t h e  A i r  F o r c e  h a s  v e s t e d  w o r l d w i d e  r e s p o n s i b i l i t i e s  f o r  p r o c u r e -  
m e n t .  He  t h e r e f o r e  i s  v e r y  w e l l  q u a l i f i e d  to  t a l k  t o  u s  on t h e  s u b j e c t  of  
P r o c u r e m e n t  b y  t h e  U n i t e d  S t a t e s  A i r  F o r c e .  

G e n e r a l  T h u r m a n ,  i t ' s  a g r e a t  p l e a s u r e  f o r  m e  to  w e l c o m e  y o u  t o  
t h e  C o l l e g e  a n d  to  i n t r o d u c e  y o u  to  t h e  C l a s s  of  1958.  

G E N E R A L  T H U R M A N :  T h a n k  y o u  v e r y  m u c h ,  G e n e r a l  M u n d y  a n d  
A d m i r a l  C l a r k ,  f o r  i n v i t i n g  m e  to  c o m e  to  t a l k  t o  t h i s  g r o u p .  I t ' s  a 
p l e a s u r e  t o  b e  a b l e  t o  d o  s o .  

T h e  p r o c u r e m e n t  b u s i n e s s  h a s  s o  m a n y  r a m i f i c a t i o n s  t h a t  i t  i s  d i f -  
f i c u l t  t o  s e l e c t  o n e  of  t h e m  w h i c h  i s  l i k e l y  t o  b e  of  i n t e r e s t  t o  a l l  of  s u c h  
a g r o u p  a s  t h i s .  H a v i n g  g i v e n  a l o t  o f  s t u d y  t o  t h e  s u b j e c t  m y s e l f ,  a n d  
h a v i n g  t a l k e d  t o  a n u m b e r  of p e o p l e ,  i n c l u d i n g  y o u r  C o l o n e l  P i k e ,  I c a m e  
t o  t h e  c o n c l u s i o n  t h a t ,  r a t h e r  t h a n  d w e l l  a t  l e n g t h  on  a n y  s u b j e c t ,  I w o u l d  
t a l k  a b o u t  s e v e r a l  t h i n g s .  So I a m  g o i n g  to  t a l k  a b o u t  s o m e  p r o c u r e m e n t  



p r o b l e m s ,  and I a m  going  to conf ine  m y  d i s c u s s i o n  l a r g e l y  to t a l k ing  
abou t  wha t  the p r o b l e m s  a r e  i n s t e a d  of t a l k ing  about  wha t  t h e i r  s o l u -  
t i o n s  m a y  be .  I hope tha t  when  we do get  a r o u n d  to the d i s c u s s i o n ,  p e r -  
haps  you  can  g ive  m e  s o m e  of the s o l u t i o n s  to s o m e  of the p r o b l e m s  
tha t  I w i l l  ou t l ine .  

A c t u a l l y  we don ' t  have  but  t h r e e  k inds  of p r o b l e m s  in the p r o c u r e -  
m e n t  b u s i n e s s .  One of t h e m  is  t i m e ,  the s e c o n d  is  m o n e y ,  and the  
t h i r d  is  p e o p l e .  But  s i n c e  e a c h  of t h e s e  u s u a l l y  is  i nvo lved  in e a c h  i n d i -  
v i d u a l  p e r p l e x i t y  wi th  w h i c h  we have  to d e a l ,  I wi l l  t r e a t  t h e m  c o l l a t -  
e r a l l y  in r e l a t i o n  to s p e c i f i c  s u b j e c t s ,  i n s t e a d  of a t t e m p t i n g  to p r o b e  the 
r a m i f i c a t i o n s  of e a c h  one,  a s  s u c h .  

I t h ink  tha t  a l m o s t  a n y o n e  would  a g r e e  tha t  ou r  l a r g e s t  a r e a  of c o n -  
c e r n  t oday  is the who le  b u s i n e s s  of w e a p o n  s y s t e m  i n t e g r a t i o n  and m a n -  
a g e m e n t ,  w h i c h  is  f r a u g h t  wi th  a g r e a t  m a n y  a r g u m e n t s  and c o m p l e x -  
i t i e s .  Unfortunately, you will find almost as many definitions of this 
concept as you will find people who discuss it. Where such is the case, 
you naturally are  going to find a lot of basic disagreements over funda- 
mental purposes. Without giving you either my own definition or that 
contained in regulations which are available to you, I f irst  would like 
to give some of the genesis of the concept. 

We a l w a y s  have  had a w e a p o n  s y s t e m  c o n c e p t  of s o m e  s o r t ,  b e g i n -  
n ing  wi th  the W r i g h t  b r o t h e r s ;  but  in the e a r l y  s t a g e s  of the d e v e l o p -  
m e n t  of m a n n e d  a i r c r a f t  the  m a t t e r  of i n t e g r a t i n g  and m a n a g i n g  the  v a r i -  
ous s y s t e m s  and s u b s y s t e m s  invo lved  in the  w e a p o n  i t s e l f  w a s  r e l a t i v e l y  
s i m p l e ,  b e c a u s e  the s y s t e m s  and s u b s y s t e m s  w e r e  r e l a t i v e l y  s i m p l e  in 
t h e m s e l v e s .  The  A i r  C o r p s  w a s  ab le  to a c c o m p l i s h  the i n t e g r a t i o n  and 
m a n a g e m e n t  job on p r o c u r e d  m a t e r i e l  and A i r  C o r p s  func t i ons ;  and it 
d id  so  w i th  a m a r k e d  d e g r e e  of s u c c e s s ,  I th ink .  With  the  a d v e n t  of h i g h -  
p e r f o r m a n c e  w e a p o n s ,  h o w e v e r ,  the job of c o m b i n i n g  a hos t  of c o m p l e x  
c o m p o n e n t  c a p a b i l i t i e s  in to  a s i n g l e  c a p a b i l i t y  to a c h i e v e  the m o s t  e f f e c -  
t£ve r e s u l t s  c a m e  to be  a p r o b l e m  of s u c h  m a g n i t u d e  tha t  the r e s o u r c e s  
of the A i r  F o r c e  w e r e  i n a d e q u a t e  fo r  i ts  r e s o l u t i o n .  The  no t ion  of a 
w e a p o n  s y s t e m  c o n t r a c t o r  begar~ to e m e r g e ,  and the n e c e s s i t y  fo r  an  i n -  
t e r n a l  A i r  F o r c e  m a n a g e m e n t  d e v i c e  b e c a m e  r e a d i l y  a p p a r e n t .  

We have  t r i e d  m a n y  i n t e r n a l  m a n a g e m e n t  d e v i c e s  as  t i m e  h a s  p r o -  
g r e s s e d .  Our  c u r r e n t  one is  the Weapon  S y s t e m  P r o j e c t  Of f ice ,  a i d e d  
by  the  W e a p o n  S y s t e m  P h a s i n g  G r o u p .  Wi thout  a t t e m p t i n g  to d e t a i l  a l l  
of the  c o m p l i c a t i o n s  in i n t e g r a t i n g  and m a n a g i n g  w e a p o n  s y s t e m s ,  I 
wou ld  l ike  to poin t  out tha t  the d e v e l o p m e n t  and  p r o d u c t i o n  of a c o m p l e t e  



w e a p o n  s y s t e m  invo lve  p r a c t i c a l l y  a l l  of the  e n g i n e e r i n g  r e s o u r c e s  of 
the  A i r  R e s e a r c h  and D e v e l o p m e n t  C o m m a n d .  T h e y  invo lve  not  only 
the  buy ing  f u n c t i o n s  but  the supp ly  and  m a i n t e n a n c e  f u n c t i o n s  of the A i r  
M a t e r i e l  C o m m a n d .  T h e y  invo lve  the  r e q u i r e m e n t s  of the  T r a i n i n g  Com-  
m a n d ,  and ,  a b o v e  a l l ,  the  p a r t i c i p a t i o n  of the  u s i n g  c o m m a n d .  

The job of tying together all of the functional elements of the Air 
Force is a major one; but when you add to that all of the industry com- 
plications involved, you have a task of the first order of magnitude. 

The W e a p o n  S y s t e m  P r o j e c t  Of f i ce ,  c o n s i s t i n g  of p e r s o n n e l  f r o m  the  
A i r  R e s e a r c h  and D e v e l o p m e n t  C o m m a n d ,  and buy ing  p e r s o n n e l  of the 
A i r  M a t e r i e l  C o m m a n d ,  a c t i n g  in c o n c e r t ,  b a c k e d  up by the W e a p o n s  
S y s t e m  P h a s i n g  G r o u p ,  hav ing  r e p r e s e n t a t i o n  f r o m  the o t h e r  a f f e c t e d  
f u n c t i o n s  of the A i r  M a t e r i e l  C o m m a n d  and o t h e r  c o n c e r n e d  c o m m a n d s ,  
have  the  c h o r e  of c o o r d i n a t i n g  and p h a s i n g  wi th in  t h e i r  own c o m m a n d s  
and o t h e r s .  In add i t i on ,  u n d e r  the A m e r i c a n  way  of do ing  b u s i n e s s ,  t h e y  
m u s t  n e g o t i a t e  on a b i l a t e r a l  b a s i s  wi th  i n d u s t r y  for  the m a t e r i e l  i n -  
v o l v e d .  Wi thou t  p u r s u i n g  th i s  f a c e t  of the m a t t e r  f u r t h e r ,  I t h ink  tha t  
the  e n o r m i t y  of our  i n t e g r a t i o n  and m a n a g e m e n t  p r o b l e m s  fo r  w e a p o n  
s y s t e m s  is  obv ious .  

But  our  w e a p o n  s y s t e m s  p r o b l e m s  a r e  not con f ined  to i n t e g r a t i o n  
and m a n a g e m e n t  ones .  We a r e  l iv ing  in a t i m e  w h e n  we m u s t  p u s h  f a s t -  
e r  and f a r t h e r  in o r d e r  to keep  pace  wi th  our  a d v e r s a r i e s ,  m u c h  l e s s  
ge t  a h e a d  of t h e m .  T h i s  m e a n s  tha t  we a r e  u s u a l l y  buy ing  t h ings  w h i c h  
d o n ' t  e x i s t .  Mos t  of the t i m e  we canno t  wa i t  f o r  a n y t h i n g  m o r e  than  a 
f e a s i b i l i t y  s tudy  on a g e n e r a l  o p e r a t i o n a l  r e q u i r e m e n t ;  and w h e n  you  t r y  
to w r i t e  a b ind ing  c o n t r a c t  fo r  s o m e t h i n g  a s  n e b u l o u s  as  t h i s ,  you  have  
t r o u b l e s .  When  you t r y  to p r i c e  the i t e m ,  y o u r  t r o u b l e s  go up in g e o -  
m e t r i c  i n s t e a d  of a r i t h m e t i c a l  p r o g r e s s i o n .  

V a r i a t i o n s  in l ead  t i m e s  of c o m p o n e n t s  a r e  s u c h  tha t  we m u s t  l ay  
out  our  d e v e l o p m e n t  and  buy ing  p r o g r a m  in a m a n n e r  w h i c h  is  c o m p a r a -  
b le  to f i t t ing  t o g e t h e r  the p i e c e s  of a j i g s a w  p u z z l e .  When  you  a t t e m p t  
to  r e l a t e  the l e ad  t i m e  on one u n d e v e l o p e d  i t e m  to the  l ead  t i m e  on a n -  
o t h e r  u n d e v e l o p e d  i t e m  in s u c h  a way  tha t  you wi l l  get  d e l i v e r i e s  to the  
w e a p o n  s y s t e m  c o n t r a c t o r  in an o r d e r l y  p r o g r e s s i o n  fo r  i n s t a l l a t i o n ,  you  
have  t r o u b l e s  on top of t r o u b l e s .  

Program instability tends to complicate the proposition. With a 
change in the production rate of missles, the procurement program for 
propulsion, guidance, control, ground-support, and many other systems 
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m u s t  be  r e a l i g n e d  a c r o s s  the  b o a r d .  We a r e  c o n s t a n t l y  in the  p r o c e s s  
of j ugg l ing  t h ings  in an e f f o r t  to i n s u r e  tha t  we  have  e n o u g h ,  but  not  too  
m a n y ,  fo r  the  p u r p o s e  i n t e n d e d .  

I p r o b a b l y  have  t a l k e d  enough  about  the  A i r  F o r c e  p r o b l e m s  of p r o -  
c u r i n g  w e a p o n  s y s t e m s  to ge t  m y  poin t  a c r o s s ,  bu t  I wou ld  l ike  to e m p h a -  
s i z e  the i m p o r t a n c e  of the  supp ly  and m a i n t e n a n c e  a s p e c t s  of w e a p o n  
s y s t e m  p r o c u r e m e n t .  The  old s t o r y ,  " F o r  wan t  of a na i l  a shoe  w a s  
l o s t , "  h a s  j u s t  a s  m u c h  a p p l i c a t i o n  to u t i l i z a t i o n  of a m o d e r n  w e a p o n  
s y s t e m  as  i t  did in the con t ex t  f r o m  w h i c h  the  s t o r y  c a m e .  U n l e s s  we  
can  buy  s p a r e s  and g r o u n d - s u p p o r t  e q u i p m e n t  and p r o v i d e  a d e q u a t e  m a i m  
t e n a n c e  c a p a b i l i t i e s ,  we m i g h t  a s  w e l l  n e v e r  have  b e g u n  on the  p r o g r a m  
to a c q u i r e  the  w e a p o n  s y s t e m  in the f i r s t  p l a c e .  P a r t i c u l a r l y  in the  
f ie ld  of m i s s i l e s ,  g r o u n d - s u p p o r t  e q u i p m e n t  i s  j u s t  a s  c o m p l e x  and j u s t  
as  n e c e s s a r y  a s  the m i s s i l e s  t h e m s e l v e s .  

The  fund ing  s i t u a t i o n  u n d e r  w h i c h  we o p e r a t e  m a k e s  an a p p r o p r i -  
a t i o n  d i s t i n c t i o n  b e t w e e n  t h o s e  two w h i c h  m a y  have  b e e n  v a l i d  y e a r s  ago ,  
but  w h i c h  now f a i l s  to r e c o g n i z e  the t r u t h  of wha t  I j u s t  s t a t e d .  T h e  b u s i -  
n e s s  of m a t c h i n g  a p p r o p r i a t e  a m o u n t s  of w e a p o n s  m o n e y  wi th  s u p p o r t  
m o n e y  p r e s e n t s  one of our  m a j o r  p r o b l e m s .  I n a b i l i t y  to s u r m o u n t  t h i s  
fund ing  h u r d l e  can  put us in a p o s i t i o n  w h e r e  we  have  b i r d s  and m a n n e d  
a i r c r a f t  w h i c h  a r e  t o t a l l y  i n c a p a b l e  of p e r f o r m i n g  t h e i r  c o m b a t  m i s s i o n  
b e c a u s e  of i n a d e q u a t e  g r o u n d  s u p p o r t .  

Not  only  d o e s  the  w e a p o n  s y s t e m  a p p r o a c h  have  a s u b s t a n t i a l  i m p a c t  
on the A i r  F o r c e ,  but  it a l s o  has  m a n y  v a r y i n g  e f f e c t s  on i n d u s t r y .  The  
c o m p l e x i t y  of the  w e a p o n s  i n v o l v e d  has  p l a c e d  a b u r d e n  on i n d u s t r y  to 
a c c u m u l a t e  the  d e g r e e  of s k i l l s  w h i c h  the  s u b j e c t  m a t t e r s  i n v o l v e .  But  
the  i m p a c t  g o e s  m u c h  d e e p e r  than  tha t .  F o r  one th ing ,  the w e a p o n  s y s -  
t e m  c o n t r a c t o r  has  had  to d e v e l o p  new k inds  of m a n a g e m e n t  s k i l l s  in 
d e a l i n g  wi th  o t h e r  m e m b e r s  of the s a m e  i n d u s t r y  and wi th  o t h e r  s e g m e n t s  
of A m e r i c a n  i n d u s t r y .  He h a s  had to d e v e l o p  a new w a y  of d e a l i n g  t e c h -  
n i c a l l y ,  i n d u s t r i a l l y ,  and d i p l o m a t i c a l l y  wi th  o t h e r  c o m p a n i e s  so  a s  to 
b r i n g  abou t  the  r e s u l t  w h i c h  he is  s e e k i n g .  He is  f a c e d  wi th  p r o p r i e t a r y  
p r o b l e m s ,  no t  only  wi th  r e s p e c t  to  h i s  own o p e r a t i o n s ,  bu t  w i th  r e s p e c t  
to  h i s  s u b c o n t r a c t o r s  and a s s o c i a t e  w e a p o n  s y s t e m  c o n t r a c t o r s .  A c o m -  
pany  w h i c h  has  no h e s t i t a t i o n  in d i s c l o s i n g  i ts  p r o p r i e t a r y  k n o w - h o w  to 
the G o v e r n m e n t  has  s e r i o u s  p r o b l e m s  invo lved  w h e n  it d e a l s  w i th  a n o t h e r  
c o m p a n y  w h i c h  m a y  be  in the  s a m e  c o m p e t i t i v e  f i e ld  wi th  r e s p e c t  to  o t h e r  
p r o d u c t s .  T h i s  i s  p a r t i c u l a r l y  so  in the c a s e  of t h o s e  a i r c r a f t  p r i m e  c o n -  
t r a c t o r s  who,  as  a r e s u l t  of t h e i r  v e n t u r e  into  the m i s s i l e  f i e ld ,  have  f o r  
v a r i e t y  of r e a s o n s  b u i l t  up a c a p a b i l i t y  wi th in  t h e i r  own c o m p a n i e s  in 



t h o s e  a r e a s  w h i c h  h a v e  l o n g  b e e n  c o n s i d e r e d  t o  b e  t h e  e x c l u s i v e  p r o v -  
i n c e  of  t h e  c o m p o n e n t s  i n d u s t r y .  

W e  e v e n  r u n  i n t o  s u c h  t o u c h y  t h i n g s  a s  m a n a g e r i a l  p r i d e .  I h e a r d  
o n e  v e r y  l a r g e  c o n t r a c t o r  o b j e c t  t o  t a k i n g  on  a c o n t r a c t  o n  a n  a s s o c i a t e  
w e a p o n  s y s t e m  c o n t r a c t o r  b a s i s  on  t h e  g r o u n d  t h a t  a n  a s s o c i a t e  w e a p o n  
s y s t e m  c o n t r a c t o r  i s  a s e c o n d - c l a s s  c i t i z e n ,  a n d  he  w a n t e d  t o  h a v e  n o  
p a r t  in  b e i n g  a s e c o n d - c l a s s  c i t i z e n .  

W i t h  m u l t i m a c h  m i s s i l e s  a n d  a i r c r a f t ,  n e e d s  h a v e  d e v e l o p e d  f o r  
m a n y  n e w  k i n d s  of  m a t e r i a l s  t o  t a k e  s t r e s s e s  a n d  c o n d i t i o n s  n o t  h e r e t o -  
f o r e  e n c o u n t e r e d .  A s  m a n y  of  y o u  k n o w ,  w i t h  t h e  A i r  R e s e a r c h  a n d  
D e v e l o p m e n t  C o m m a n d  l a b o r a t o r i e s  a n d  t h e  A i r  M a t e r i e l  C o m m a n d  m a n -  
u f a c t u r i n g  m e t h o d s  o p e r a t i o n ,  t h e  A i r  F o r c e  i s  p r o v i d i n g  s o m e  a s s i s t -  
a n c e  to  i n d u s t r y  in  t h i s  f i e l d ;  b u t  t h e  p r e p o n d e r a n c e  of  t h e  d e v e l o p m e n t  
o f  n e w  m a t e r i a l s  a n d  n e w  m e t h o d s  m u s t  c o m e  f r o m  i n d u s t r y .  

N o t  t h e  l e a s t  o f  t h e  i m p a c t s  on  i n d u s t r y  i s  t h e  o ld  q u e s t i o n  of  l a r g e  
b u s i n e s s  v e r s u s  s m a l l  b u s i n e s s .  W i t h  t h e  g r o w i n g  r e s p o n s i b i l i t y  p l a c e d  
on  w e a p o n  s y s t e m  c o n t r a c t o r s ,  t h e r e  i s  a t e n d e n c y  f o r  l a r g e  b u s i n e s s e s  
t o  g r o w  l a r g e r .  O n e  h a s  o n l y  to  l o o k  a t  t h e  s t a t i s t i c s  of  t h e  g r o w t h  o f  
t h e  i n d i v i d u a l  a i r f r a m e  a n d  m i s s i l e  c o m p a n i e s  o v e r  t h e  y e a r s  s i n c e  t h e  
l a s t  w a r  t o  r e a l i z e  t h e  t r u t h  of  t h i s .  W i t h  i n c r e a s i n g  c o n g r e s s i o n a l  p r e s -  
s u r e  on  t h e  A i r  F o r c e  a n d  on  l a r g e  i n d u s t r y  t o  c h a n n e l  m o r e  b u s i n e s s  
to  s m a l l  b u s i n e s s e s ,  we  d e v e l o p  c o m p l i c a t i o n s  w i t h i n  i n d u s t r y  i t s e l f .  

A l l  in  a l l ,  t h e  t e r r i f i c  i n c r e a s e  in  t h e  r e q u i r e m e n t  f o r  h i g h - p e r f o r m -  
a n c e  w e a p o n s  h a s  p r o d u c e d  a c o r r e s p o n d i n g  i n c r e a s e  in  c o m p l e x i t y .  
C o m p l e x i t y  h a s  p r o d u c e d  t h e  w e a p o n  s y s t e m  m e t h o d  of  p r o c u r e m e n t ;  a n d  
t h e  w e a p o n  s y s t e m  m e t h o d  of  p r o c u r e m e n t  h a s  p r o d u c e d  a l o t  of  h e a d -  
a c h e s ,  s o m e  of  w h i c h  w e  h a v e  l i c k e d ,  s o m e  of  w h i c h  w e  a r e  in  t h e  p r o c -  
e s s  of  l i c k i n g ,  a n d  s o m e  of  w h i c h  a r e  s t i l l  w i t h o u t  a n  a n s w e r .  

T h e  s e c o n d  a r e a  a b o u t  w h i c h  I w o u l d  l i k e  t o  t a l k  i s  c o m p e t i t i o n .  L e t  
m e  m a k e  i t  c l e a r  t h a t  I a m  n o t  t a l k i n g  a b o u t  a d v e r t i s i n g  v e r s u s  n e g o t i a -  
t i o n ,  b e c a u s e  a d v e r t i s i n g  i s  o n l y  one  f o r m  of  c o m p e t i t i o n .  I d o  n o t  w a n t  
t o  m i n i m i z e  t h e  i m p o r t a n c e  of  t h e  a d v e r t i s i n g  q u e s t i o n ,  b u t  I u n d e r s t a n d  
t h a t  y o u  h a v e  h a d  s e m i n a r s  a n d  s e v e r a l  l e c t u r e s  on  t h e  s u b j e c t .  I w o u l d  
l i k e  t o  p o i n t  ou t ,  h o w e v e r ,  t h a t  t h e r e  a r e  a l l  k i n d s  of  c o m p e t i t i o n  a n d  
t h a t  in  one  f o r m  o r  a n o t h e r  w e  g e t  s o m e  k i n d  of  c o m p e t i t i o n  in  m o s t  of  
o u r  p r o c u r e m e n t s ,  a t  l e a s t  in  t h e  d e v e l o p m e n t  s t a g e .  E v e n  in  o u r  m a j o r  
w e a p o n  s y s t e m s ,  t h r o u g h  t h e  m e d i u m  of t h e  S o u r c e  S e l e c t i o n  B o a r d  we  
h a v e  v e r y  i n t e n s i v e  c o m p e t i t i o n  on  d e s i g n ,  m a n a g e m e n t  c a p a b i l i t i e s ,  a n d  
o t h e r  t h i n g s  w h i c h  a r e  v e r y  m u c h  a p a r t  of  t h e  e n d  i t e m  w h i c h  we  b u y .  
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L e t  m e  s k e t c h  f o r  y o u  s o m e  of  t h e  p r e s s u r e s  t h a t  m i l i t a t e  a g a i n s t  
w i d e s p r e a d  c o m p e t i t i o n .  O n e  of  t h e  m o s t  s i g n i f i c a n t  i s  t h e  p r e s s u r e  o f  
t h e  d e v e l o p m e n t  s o u r c e .  R a r e l y  do  we  h a v e  t h e  l u x u r y  of  b e i n g  a b l e  t o  
c o m p l e t e  d e v e l o p m e n t  a n d  t e s t s  on  a n y  c o m p l e x  i t e m  b e f o r e  t h e  f i r s t  
p r o d u c t i o n  o r d e r  i s  p l a c e d .  T h i s  m e a n s  t h a t  u s u a l l y  w e  f i n d  o u r s e l v e s  
p u s h e d  in  t h e  d i r e c t i o n  of  s o l e - s o u r c i n g  t h e  f i r s t  p r o d u c t i o n  r u n  r e g a r d -  
l e s s  of  w h a t  we  m i g h t  w i s h  to  d o .  

A l l i e d  tQ t h i s  i s  o u r  p h y s i c a l  i n a b i l i t y  t o  p r o d u c e  u p - t o - d a t e  s p e c -  
f i c i a t i o n s  s u i t a b l e  f o r  c o m p l e t i t i o n .  J u d i c i o u s  u s e  o f  a v a i l a b l e  m a n p o w e r  
f r e q u e n t l y  m a k e s  t h a t  p r o h i b i t i v e .  

A n o t h e r  s o u r c e  of  p r e s s u r e  t o  a v o i d  c o m p e t i t i o n  i s  t h e  d i f f i c u l t y  i n -  
h e r e n t  in  t h e  e v a l u a t i o n  of  p r o p o s a l s  on  a c o s t - p l u s - a - f i x e d - f e e  b a s i s .  
M a n y  of  t h e  i t e m s  a n d  s e r v i c e s  w h i c h  we  b u y  a r e  n e c e s s a r i l y  c o s t - p l u s -  
a - f i x e d - f e e  t y p e s  of  o p e r a t i o n .  O u r  m a c h i n e  t o o l  s t o r a g e  a n d  v e h i c l e  
s t o r a g e  s i t e s  a r e  a g o o d  e x a m p l e .  U n d e r  a C P F F  c o n t r a c t  w e  u n d e r t a k e  
t o  p a y  w h a t e v e r  t h e  c o s t s  a r e ;  s o  a n  e s t i m a t e  of  c o s t  d o e s  n o t  m e a n m u c h  
u n l e s s  i t  i s  r e l a t e d  to  t h e  d e m o n s t r a t e d  c a p a b i l i t y  of  a c o m p a n y  in  a 
c o m p a r a b l e  s i t u a t i o n .  I t  i s  m u c h  e a s i e r  to  s t a y  w i t h  a d e m o n s t r a t e d  g o o d  
o p e r a t i o n  t h a n  to  o p e n  f o r  c o m p e t i t i o n  one  w h i c h  s h o u l d  b e  c o m p e t e d .  

A s  a m a t t e r  of  f a c t ,  t h e  a t t i t u d e s  of  o u r  own  p e o p l e - - b u y e r s ,  e n g i -  
n e e r s ,  s u p p l y  p e o p l e ,  a n d  u s e r s - - h a v e  a g r e a t  i n f l u e n c e  on t h e  c o m p e t -  
i t i v e  s i t u a t i o n .  W h e r e  d e v e l o p m e n t  c o n s i d e r a t i o n s  h a v e  f o r c e d  u s  i n t o  
s o l e  s o u r c e  f o r  t h e  f i r s t  p r o d u c t i o n  r u n ,  w e  f r e q u e n t l y  f i n d  o u r s e l v e s  
in  t h e  s i t u a t i o n  of  b e i n g  a b l e  to  c o m p e t e  a f o l l o w - o n  o r d e r .  I f  t h e  e x p e -  
r i e n c e  of  o u r  p e o p l e  w i t h  t h e  d e v e l o p e r  h a s  b e e n  g o o d ,  i t ' s  a m a z i n g  h o w  
m a n y  r e a s o n s  c a n  b e  g e n e r a t e d  f o r  c o n t i n u i n g  to  g o  s o l e  s o u r c e .  A n d  
s u c h  a n  a t t i t u d e  i s  u n d e r s t a n d a b l e .  A f t e r  a l l ,  i t  i s  o u r  job  to  g e t  q u a l i t y  
i t e m s  d e l i v e r e d  i n t o  A i r  F o r c e  i n v e n t o r i e s .  T o  a w a r d  t h e  c o n t r a c t  t o  a 
n e w  s o u r c e  m e a n s  t o  t a k e  s o m e  r i s k s  w i t h  d e l i v e r y  a n d  q u a l i t y ,  a n d  y o u  
c a n  u n d e r s t a n d  a r e l u c t a n c e  to  r u n  t h e  r i s k  o f  d e f a u l t  in  e i t h e r  a r e a .  I t  
i s  s o r t  o f  l i k e  S h a k e s p e a r e ' s  c o m m e n t :  " A n d  m a k e  u s  r a t h e r  b e a r  t h o s e  
i l l s  we  h a v e  t h a n  to  f ly  t o  t h o s e  w e  k n o w  n o t  of .  " 

T h e r e  a r e  m a n y  f o r c e s  in  a d d i t i o n  t o  t h o s e  I h a v e  e n u m e r a t e d  w h i c h  
m a k e  i t  d i f f i c u l t  f o r  u s  t o  c o m p e t e  a n y  i n d i v i d u a l  p r o c u r e m e n t ,  b u t  o u r  
m a n a g e m e n t  e f f o r t  i s  a l w a y s  in  t h a t  d i r e c t i o n .  

R e l a t e d  to  t h e  p r o b l e m  of  c o m p e t i t i o n  i s  t h e  m a t t e r  of  p r i c i n g  in  n o n -  
c o m p e t i t i v e  a r e a s  s o  a s  to  g e t  t h e  m o s t  f o r  t h e  r e s o u r c e s  t h a t  a r e  m a d e  
a v a i l a b l e  to  u s .  I a m  n o t  t a l k i n g  a b o u t  s q u e e z i n g  p r o f i t s .  I a m  t a l k i n g  
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a b o u t  p r i c i n g  th ings  on the  b a s i s  of wha t  t h e y  shou ld  c o s t ,  i n c l u d i n g  a 
r e a s o n a b l e  i n c r e m e n t  fo r  p r o f i t .  B e f o r e  a m p l i f y i n g  on th i s  s t a t e m e n t ,  
l e t  m e  s k e t c h  fo r  you  s o m e  of the o b s t a c l e s  we f ace  in p r i c i n g  in a n o n -  
c o m p e t i t i v e  s i t ua t i on ,  w h i c h  is  the  one into  w h i c h  m o s t  of our  d o l l a r s  go.  

To  b e g i n  wi th ,  as  I s a id  b e f o r e ,  we a r e  v e r y  m u c h  in the  b u s i n e s s  
of b u y i n g  t h ings  tha t  do not  e x i s t  and ,  t h e r e f o r e ,  b e i n g  f a c e d  wi th  the  
n e c e s s i t y  of p r i c i n g  wi thou t  the k ind  of c o s t  e x p e r i e n c e  w h i c h  is  the  b e s t  
gu ide  to a r e a s o n a b l e  p r i c e .  F u r t h e r m o r e ,  we a r e  o v e r  a b a r r e l  f r o m  
t i m e  p r e s s u r e s .  The  r a c e  f o r  t e c h n i c a l  s u p r e m a c y  is c o n s t a n t l y  f o r c i n g  
us  into  the  t a k i n g  of a l l  s o r t s  of s h o r t  cu ts  for  d e v e l o p m e n t  and p r o d u c -  
t ion .  T h i s  m e a n s  tha t  p r o d u c t i o n  of a new w e a p o n  s y s t e m  u s u a l l y  s t a r t s  
out wi th  a l e t t e r  c o n t r a c t  w i thou t  p r i c i n g  b e i n g  s p e c i f i e d .  F r o m  tha t  
po in t  on, the c o n t r a c t o r  has  t i m e  on h is  s i d e ,  b e c a u s e  he h a s  the  b u s i -  
n e s s  and can  a f fo rd  to hold  out fo r  the  h i g h e s t  p o s s i b l e  p r i c e .  On top 
of tha t ,  the  s a m e  u r g e n c i e s  fo r  p r o d u c t i o n  a r e  c o n s t a n t l y  gnawing  a t  ou r  
peop le  c h a r g e d  wi th  the n e g o t i a t i o n  of p r i c e  in o r d e r  to avo id  ho ld ing  up 
p r o d u c t i o n .  

T h e s e  and  m a n y  o t h e r  t h i n g s  lend  e m p h a s i s  to the type  of c o n t r a c t  
w h i c h  is  s e l e c t e d  fo r  p r i c i n g  p u r p o s e s .  It is  r e l a t i v e l y  s i m p l e  to w r i t e  
a c o s t - p l u s - a - f i x e d - f e e  type  of c o n t r a c t ,  and it is  the only  p r o p e r  type  
of c o n t r a c t  in s o m e  s i t u a t i o n s .  To  the ex t en t ,  h o w e v e r ,  tha t  o t h e r  t y p e s  
of c o n t r a c t s  can  be  u t i l i z e d ,  a c o s t - r e i m b u r s e m e n t  o p e r a t i o n  is the  w o r s t  
tha t  can  be u s e d ,  b e c a u s e  it ha s  the l e a s t  i n c e n t i v e  to p r o d u c e  f o r  the  
l o w e s t  o v e r a l l  c o s t .  It i s n ' t  the a m o u n t  of p ro f i t  a c o m p a n y  m a k e s  o r  
d o e s n ' t  m a k e  tha t  g i v e s  m e  g r a y  h a i r .  It is  the a m o u n t  of m o n e y  w h i c h  
t h i n g s  c o s t  w h i c h  is  o v e r  and  above  wha t  t hey  shou ld  c o s t  w h i c h  is  the 
t r u e  e c o n o m i c  l o s s  to the Na t i on .  

L e t  m e  i l l u s t r a lm  wha t  I m e a n  by  a s p e c i f i c  e x a m p l e .  Not  long ago  
one of our  b u y e r s  r e c e i v e d  a c o s t  p r o p o s a l  on a f o l l o w - o n  m a n n e d  a i r -  
c r a f t  c o n t r a c t  w h i c h  a p p e a r e d  to be a good,  sound  p r o p o s a l  b a s e d  on the  
e x p e r i e n c e  of tha t  c o m p a n y  and a p r o j e c t i o n  of tha t  e x p e r i e n c e  in to  the  
f u t u r e  i n  t e r m s  of c o s t .  We have  a v a i l a b l e  to our  b u y e r s  a lot  of i n f o r -  
m a t i o n  w h i c h  t h e y  can  u t i l i z e  fo r  the  p u r p o s e  of l o c a t i n g  the " b a l l  p a r k "  
of a p r o p e r  p r i c e .  U t i l i z i n g  s o m e  of th i s  i n f o r m a t i o n ,  the  b u y e r  c o n -  
c l u d e d  tha t  the  p r o p o s a l  w a s  not  a good one d e s p i t e  the  a p p a r e n t  v a l i d i t y  
of i ts  b a s e s .  U s i n g  i n d u s t r y  a v e r a g e s  and f a c t o r s  e x p e r i e n c e d  w i th  s e v -  
e r a l  o t h e r  m a n u f a c t u r e r s  p r o d u c i n g  c o m p a r a b l e  a i r c r a f t ,  he w a s  ab le  
to d e v e l o p  w h a t  the  b u y i n g  t e a m  c o n s i d e r e d  shou ld  be  the t a r g e t  c o s t .  T h i s  
f i g u r e  was  c o n s i d e r a b l y  l o w e r  than the p r o p o s a l  m a d e  by  the  c o n t r a c t o r .  
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T h e  t e a m  f i n a l l y  s o l d  a f i g u r e  v e r y  c l o s e  t o  i t s  o w n  to  t h e  c o n t r a c -  
t o r  a s  a t a r g e t ,  a n d  w o r k e d  o u t  a p r o f i t - s h a r i n g  a r r a n g e m e n t  w h i c h  a s -  
s u r e d  t h e  c o n t r a c t o r  a m a r g i n a l  r e t u r n  on  t h e  b a s i s  of  h i s  o r i g i n a l  p r o -  
pos ta l ,  b u t  g a v e  h i m  a n  o p p o r t u n i t y  f o r  c o n s i d e r a b l y  i n c r e a s e d  p r o f i t s  
i f  h i s  c o s t s  w e r e  b r o u g h t  d o w n  to  t h e  f i g u r e  a r r i v e d  a t  b y  t h e  t e a m .  W i t h -  
i n  l e s s  t h a n  a w e e k  t h a t  c o n t r a c t o r  h a d  d i s c h a r g e d  2 , 0 0 0  e m p l o y e e s .  
H i s  f i n a l  c o s t s  w e r e  a c t u a l l y  a l i t t l e  b i t  l e s s  t h a n  t h o s e  n e g o t i a t e d  a s  a 
t a r g e t .  H e  r e c e i v e d  m o r e  d o l l a r s  of  p r o f i t  t h a n  h e  w o u l d  h a v e  r e c e i v e d  
h a d  w e  a c c e p t e d  h i s  o r i g i n a l  p r o p o s a l ,  b u t  t h e  G o v e r n m e n t  s a v e d  m a n y  
m i l l i o n s  o f  d o l l a r s  a s  a r e s u l t  of  t h e  e f f i c i e n t  o p e r a t i o n  i n t o  w h i c h  t h i s  
o p p o r t u n i t y  f o r  i n c r e a s e d  p r o f i t  h a d  f o r c e d  h i m .  In  m y  o p i n i o n ,  t h e  
d i f f e r e n c e  b e t w e e n  t h e  f i n a l  o v e r a l l  c o s t  to  t h e  G o v e r n m e n t  a n d  t h a t w h i c h  
w o u l d  h a v e  r e s u l t e d  h a d  t h e  i n c e n t i v e  f o r  e f f i c i e n c y  n o t  b e e n  a p p l i e d  i s  
a t r u e  e c o n o m i c  g a i n .  T h o s e  a r e  t h e  p r i c i n g  g a i n s  we  s h o u l d  a n d  d o  s e e k .  

H o w  t o  a r r i v e  a t  w h a t  t h a t  c o s t  s h o u l d  b e  in  t h e  f a c e  of  s o m e  of  t h e  
u n c e r t a i n t i e s  I h a v e  d e s c r i b e d  a b o v e  i s  one  of  o u r  m a j o r  d i f f i c u l t i e s .  A s  
c o m p l e x  a s  t h a t  i s ,  i t  i s  f u r t h e r  c o m p l i c a t e d  by  t h e  f a c t  t h a t  we  c a n n o t  
a f f o r d  to  e m p h a s i z e  c o s t  to  t h e  e x t e n t  t h a t  w e  d i s c o u r a g e  q u a l i t y  o f  p r o -  
d u c t i o n  in t e r m s  of  p e r f o r m a n c e ,  d e l i v e r y ,  d e s i g n  e x c e l l e n c e ,  r e l i a b i l -  
i t y ,  a n d  g e n e r a l  q u a l i t y  c o n s i d e r a t i o n s .  If y o u  p u t  a s q u e e z e  on c o s t ,  
y o u  r u n  a r i s k  of  d e g r a d a t i o n  of  p e r f o r m a n c e .  I f  y o u  p u t  p r e s s u r e  on 
p e r f o r m a n c e ,  y o u  r u n  t h e  r i s k  o f  s k y r o c k e t i n g  c o s t s .  

W e  p r e s e n t l y  a r e  e x p e r i m e n t i n g - - a n d  I ' d  Hke  to  a c c e n t  t h e  " e x p e r -  
i m e n t i n g " - - w i t h  a r e l a t i v e l y  n e w  t y p e  of c o n t r a c t  d e s i g n e d  t o  h e l p  u s  in  
t h i s  d i l e m m a .  In  t h i s  c o n t r a c t ,  w e  p u t  s o m e  i n c e n t i v e s  t h a t  w o r k  a g a i n s t  
e a c h  o t h e r .  We  t i e  a n  o p p o r t u n i t y  f o r  i n c r e a s e d  p r o f i t  t o  e x c e l l e n c e  in  
p e r f o r m a n c e  a n d  d e l i v e r y .  A t  t h e  s a m e  t i m e  we  t i e  a n  o p p o r t u n i t y  f o r  
i n c r e a s e d  p r o f i t  t o  l o w e r e d  c o s t .  In  e a c h  i n s t a n c e  we  p r o v i d e  f o r  p e n -  
a l t i e s  in  t h e  e v e n t  t h a t  t h e  c o n t r a c t o r  f a i l s  t o  m e e t  t h e  t a r g e t  on  a n y  of  
t h e  f a c t o r s  i n v o l v e d .  

We  h a v e  n o t  a c c u m u l a t e d  e n o u g h  e x p e r i e n c e  to  k n o w  t h e  e x t e n t  o f  t h e  
w o r t h i n e s s  of  t h i s  t y p e  of  c o n t r a c t .  On  t h e  o t h e r  h a n d ,  t h e  f a c t  t h a t  t h e  
B - 5 8  l o o k s  a s  g o o d  a s  i t  d o e s  t o d a y  c e r t a i n l y  i s  n o  b a s i s  f o r  c l a i m i n g  t h a t  
t h e  t y p e  of  c o n t r a c t  h a d  n o  c o n n e c t i o n  w i t h  t h e  r e s u l t  b r o u g h t  a b o u t .  

T h e r e  i s  a n o t h e r  p r o b l e m  w h i c h  we  c o n s i d e r  to  b e  m o s t  s e r i o u s ,  a n d  
t h a t  i s  t h e  n e c e s s i t y  f o r  m a i n t a i n i n g  p u b l i c  c o n f i d e n c e  in  the  i n t e g r i t y  of  
G o v e r n m e n t  p r o c u r e m e n t  p r o c e s s e s  a n d  m e t h o d s .  T h i s  i s  s o m e t h i n g  
w h i c h  i s  v e r y  m u c h  a f f e c t e d  b y  m a n y  k i n d s  of  p r e s s u r e s .  In  t h e  f i r s t  
p l a c e ,  o u r  s t r i v i n g  f o r  c o m p e t i t i o n  in o u r  p r o c u r e m e n t  h a s  a t e n d e n c y  to  



d e f e a t  o u r  p u r p o s e  in t h i s  a r e a  of  d i s c u s s i o n .  I d o  n o t  k n o w  w h a t  i s  
t h e  a v e r a g e  n u m b e r  of b i d d e r s  t h a t  w e  h a v e  on  o u r  c o m p e t i t i v e  p r o c u r e -  
m e n t ,  b u t  i t  r u n s  t o  a t  l e a s t  a h a l f  d o z e n .  N o r m a l l y  t h e  a w a r d  c a n  g o  
to  o n l y  o n e ;  s o  y o u  h a v e  f i v e  p o t e n t i a l l y  d i s s a t i s f i e d  t a x p a y e r s .  

P e o p l e  u s u a l l y  b i d  b e c a u s e  t h e y  w a n t  t h e  b u s i n e s s .  B i d d e r s  a r e  
u s u a l l y  s o l d  on  t h e i r  o w n  c a p a b i l i t i e s  a n d  t e n d  to  d i s p a r a g e  t h e  c a p a -  
b i l i t i e s  of  o t h e r s .  So w e  h a v e  a w h o l e  h o s t  of  p e o p l e  w h o  a r e  d i s s a t i s -  
f i e d  w i t h  o u r  a w a r d s  b e c a u s e  in  e a c h  c a s e  t h e  b i d d e r  c o n c e r n e d  d i d  n o t  
g e t  t h e  j o b .  H u m a n  n a t u r e  b e i n g  w h a t  i t  i s ,  t h e r e  i s  a t e n d e n c y  of  s o m e  
b i d d e r s  to  b l a m e  t h e i r  f a i l u r e  on  s o m e t h i n g  a b o u t  t h e  A i r  F o r c e  p r o c u r e -  
m e n t  m e t h o d s ,  o r  t h e  p e o p l e  in  t h e  A i r  F o r c e ,  o r  a n y t h i n g  e x c e p t  t h e i r  
o w n  s h o r t c o m i n g s .  So  w e  h a v e  a p r o b l e m  of  p u b l i c  c o n f i d e n c e  g e n e r a t e d  
f r o m  s e l f i s h  i n t e r e s t s  of  o u r  s u p p l i e r s ,  w h o  a r e  m e m b e r s  of  t h e  p u b l i c .  

A n o t h e r  a r e a  of  d i f f i c u l t y  on p u b l i c  c o n f i d e n c e  i s  a l a c k  of  u n d e r -  
s t a n d i n g  of  w h a t  t h e  p r o b l e m  i s .  I a m  n o t  s u r e  w e  h a v e  b e e n  t o o  s m a r t  
o v e r  t h e  y e a r s  in  o u r  p u b l i c  r e l a t i o n s  in  t h i s  a r e a .  

M o s t  of  o u r  c o n t a c t s  w i t h  t h e  t a x p a y e r ,  e i t h e r  i n d i v i d u a l l y  o r  c o l -  
l e c t i v e l y ,  a r e  in  t e r m s  of  a g i v e n  p r o c u r e m e n t  s i t u a t i o n  in  w h i c h  t h e  i n -  
d i v i d u a l  o r  g r o u p  h a s  a n  i n t e r e s t .  I t  i s  a l w a y s  d i f f i c u l t  t o  a p p r a i s e  a 
s i t u a t i o n  o b j e c t i v e l y  w h e n  y o u  h a v e  a m o n e t a r y  a d v a n t a g e  i f  i t  i s  h a n d l e d  
in  a p a r t i c u l a r  w a y .  C o n s e q u e n t l y ,  w e  f i n d  o u r s e l v e s  i n  t h e  p o s i t i o n  of  
t r y i n g  to  c r e a t e  u n d e r s t a n d i n g  w i t h  r e s p e c t  t o  a s p e c i f i c  p r o b l e m  w h e n  
t h e  c a r d s  a r e  s t a c k e d  a g a i n s t  u s  t o  b e g i n  w i t h .  

R e c e n t l y  w e  h a v e  u n d e r t a k e n  to  e x p l a i n  s o m e  of  o u r  p r o b l e m s  to  
r e p r e s e n t a t i v e s  of  t h e  p u b l i c  in  an  a c a d e m i c  a t m o s p h e r e  i n s t e a d  of  t h a t  
of  a n  i n d i v i d u a l  c a s e .  F o r  e x a m p l e ,  r e c o g n i z i n g  t h e  i m p o r t a n c e  of  u n d e r -  
s t a n d i n g  b y  t h e  n e w s p a p e r s  in  D a y t o n ,  w h e r e  t h e  A i r  M a t e r i e l  C o m m a n d  
i s  l o c a t e d ,  w e  r e c e n t l y  s e t  u p  a d i s c u s s i o n  of  t h e  a d v e r t i s i n g - n e g o t i a t i n g  
p r o b l e m  w i t h  t h e  p u b l i s h e r s  a n d  e d i t o r s  of  t h e  D a y t o n  n e w s p a p e r s  a t  a 
t i m e  w h e n  t h e  m a t t e r  w a s  n o t  in  i s s u e .  W e  w e r e  n o t  s e e k i n g  a n y  p a r t i c -  
u l a r  p u b l i c i t y .  W e  w e r e  n o t  s e e k i n g  to  g e t  a c r o s s  a n y  p a r t i c u l a r  p o i n t .  
W h a t  w e  w e r e  s e e k i n g  w a s  a n  u n d e r s t a n d i n g  of  t h e  p r o b l e m  on  t h e  p a r t  
o f  t h e  p e o p l e  w h o  w o u l d  w r i t e  o n  t h e  s u b j e c t  w h e n  a n d  i f  a g a i n  i t  b e c o m e s  
a m a t t e r  o f  p u b l i c  c o n t r o v e r s y .  

A l o n g  a s i m i l a r  l i n e ,  w e  u s u a l l y  f i n d  o u r s e l v e s  p r e s e n t i n g  o u r  p o s i -  
t i o n  to  a c o n g r e s s i o n a l  c o m m i t t e e  in  a n  a t m o s p h e r e  of  a n  i n d i v i d u a l  c a s e ,  
w h e r e  p r e j u d i c e s  a l r e a d y  h a v e  b e e n  b u i l t  u p .  In  an  e f f o r t  t o  o f f s e t  t h a t ,  
w e  h a v e  i n v i t e d  t h e  s u b c o m m i t t e e  of  t h e  H o u s e  A r m e d  S e r v i c e s  C o m m i t t e e  
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known as  the H e b e r t  c o m m i t t e e  on s e v e r a l  o c c a s i o n s  to spend  s o m e  
t i m e  w i th  us at  Day ton ,  d u r i n g  w h i c h  t i m e  we cou ld  d i s c u s s  wi th  t h e m  
the  g e n e r a l i t y  of our  p r o b l e m s  i n s t e a d  of s p e c i f i c  c a s e s .  T h u s  f a r  the  
c o m m i t t e e  has  not  b e e n  ab le  to a c c e p t  our  i n v i t a t i o n ,  but  I f e e l  qu i te  
s t r o n g l y  tha t  th i s  kind of a p p r o a c h  is  the only  way  we can  e v e r  ge t  an  
u n d e r s t a n d i n g  of o u r  p r o b l e m s  by the g e n e r a l  pub l i c .  If we can  c r e a t e  
u n d e r s t a n d i n g ,  we wi l l  ge t  m o r e  s y m p a t h e t i c  e v a l u a t i o n  of our  s h o r t -  
c o m i n g s  than  o t h e r w i s e .  

A very serious problem of maintaining public confidence is our rela-  
tionships with the industries who serve as our suppliers. We are under 
constant pressure from congressional committees and other public bodies 
to follow up the expenditure of public money, not only through Air Force 
procurement offices, but also through the subcontract operations of our 
prime contractors and through the in-House activities of the primes 
themselves. Some of you may remember the Hebert committee hear- 
ings on the Ford-Boeing subcontract a year or so ago. The General 
Accounting Office constantly takes the position in individual cases that 
we have not adequately protected the Government's interest in surveil- 
ling the utilization by our prime manufacturers of what they consider to 
be Government funds. 

The  o t h e r  s i de  of th i s  p i c t u r e  is  the p o s i t i o n  of the p r i m e s  t h e m -  
s e l v e s - - t h a t  we i n t e r f e r e  too m u c h  in t h e i r  b u s i n e s s .  T h e y  t ake  the  po-  
s i t i o n  tha t  t hey  a r e  e m p l o y e d  to a c c o m p l i s h  a p u r p o s e ,  and tha t  t h e y  can  
a c c o m p l i s h  tha t  p u r p o s e  m u c h  b e t t e r  w i thou t  m e d d l i n g  f r o m  A i r  F o r c e  
p e r s o n n e l .  Th i s  is  a m a t t e r  in w h i c h  we m u s t  t r e a d  a n a r r o w  l ine  and 
a t t e m p t  to u s e  the  g r e a t e s t  d e g r e e  of j u d g m e n t  as  b e t w e e n  d e f e a t i n g  the  
p u r p o s e  of e m p l o y i n g  the  c o n t r a c t o r  in the f i r s t  p l a c e  and g iv ing  a d e q u a t e  
s a f e g u a r d s  to the  pub l i c  i n t e r e s t  in the s e c o n d  p l a c e .  T h i s  b e c o m e s  p a r -  
t i c u l a r l y  d i f f i c u l t  when  you r e c o g n i z e  the f ac t  m e n t i o n e d  a b o v e - - t h a t  we 
f r e q u e n t l y  a r e  b u y i n g  th ings  w h i c h  do not  e x i s t .  In s u c h  s i t u a t i o n s  a c t u -  
a l l y  the A i r  F o r c e  and i n d u s t r y  a r e  in a p a r t n e r s h i p  r e l a t i o n s h i p ,  and  
we m u s t  w o r k  t o g e t h e r  to a c c o m p l i s h  the d e s i r e d  r e s u l t s .  

I have  p u r p o s e l y  t a l k e d  about  t h ings  fo r  w h i c h  t h e r e  is no pat  s o l u t i o n ,  
fo r  two. r e a s o n s :  F i r s t ,  I a m  t r y i n g  to do h e r e  a l i t t l e  b i t  of the b u s i n e s s  
of c r e a t i n g  an  u n d e r s t a n d i n g  of p r o c u r e m e n t  p r o b l e m s  on the  p a r t  of t h o s e  
of you  who have  not  b e e n ,  and m a y  n e v e r  b e ,  d i r e c t l y  i nvo lved  in the  b u y -  
ing func t i on .  S e c o n d l y ,  s o m e  of you p r o b a b l y  w i l l  b e c o m e  i m m e d i a t e l y  
i n v o l v e d  in the p r o c u r e m e n t  b u s i n e s s  as  soon  as  t h i s  c o u r s e  is  o v e r .  F o r  
the b e n e f i t  of t h o s e ,  p e r h a p s  s o m e  of t h e s e  m a t t e r s  I have  d i s c u s s e d  wi l l  
f u r n i s h  a b a s i s  fo r  r e f l e c t i o n  b e f o r e  you  ge t  in to  the m i d d l e  of the  s t r e a m .  
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D u r i n g  the  d i s c u s s i o n  p e r i o d  to fo l low,  I wi l l  be v e r y  p l e a s e d  to 
a t t e m p t  to r e s p o n d  to any  q u e s t i o n s  w h i c h  you m a y  r a i s e ,  w h e t h e r  on 
the s u b j e c t s  I have  c o v e r e d  o r  o t h e r w i s e .  I a l s o  hope tha t  you  w i l l  
g ive  m e  the b e n e f i t  of any  c o m m e n t s  tha t  you m a y  have  on the  s u b j e c t s  
tha t  I have  m e n t i o n e d  or  o t h e r w i s e .  

T h a n k  you  v e r y  m u c h .  

C O L O N E L  PIKE:  G e n t l e m e n ,  G e n e r a l  T h u r m a n  is  r e a d y  fo r  y o u r  
q u e s t i o n s .  

QUESTION: G e n e r a l ,  i n d u s t r y  r e p r e s e n t a t i v e s  have  m e n t i o n e d  to 
us  on a coup le  of o c c a s i o n s  the  p r o b l e m s  tha t  t h e y  a r e  e x p e r i e n c i n g  
f r o m  the  g r o w i n g  l i s t  of d i s a l l o w a n c e s ,  and a l s o  f r o m  the  g r o w i n g  n u m -  
b e r  of r e g u l a t i o n s ,  d i r e c t i v e s ,  c o n t r o l s ,  a u d i t s ,  i n v e s t i g a t i o n s ,  and so 
f o r t h .  Would  you  c a r e  to c o m m e n t  on t h a t ?  

G E N E R A L  THURMAN: I cou ld  c o m m e n t  for  h o u r s  on tha t  s u b j e c t .  

B a s i c a l l y ,  I t h ink  the  p o s i t i o n  is w e l l  t a k e n  f r o m  an i n d u s t r y  po in t  
of v i e w .  I th ink  it is  w e l l  t a k e n  to s o m e  e x t e n t  f r o m  a c o m p l e t e l y  o b j e c -  
t ive  poin t  of v i e w .  

One of the t h ings  tha t  I t h ink  is  v e r y  m u c h  the b a s e  of t h i s  i s  the  
l a s t  th ing  I m e n t i o n e d  in m y  r e m a r k s  a b i t  ago .  Y o u ' v e  got  so  m a n y f i n -  
g e r s  in the p ie  of pub l i c  p r o c u r e m e n t ,  you have  got so  m a n y  m e m b e r s  
of the  b o a r d  of d i r e c t o r s ,  you  have  got  so m a n y  inpu ts  f r o m  the  s t o c k -  
h o l d e r s  of the  c o r p o r a t i o n  tha t  I t h ink  i t ' s  i n e v i t a b l e  t ha t  a l l  of t h e s e  
t h ings  shou ld  c o m e  a b o u t - - p a r t i c u l a r l y w h e n y o u r e m e m b e r  tha t  we a r e  
c h a r g e d  w i th  the b i g g e s t  chunk  of the r e s o u r c e s  of the  A m e r i c a n  p e o p l e  
on a y e a r l y  b a s i s .  

Now,  le t  m e  say  j u s t  a w o r d  in d e f e n s e  of s o m e  of t h e m .  We in the 
A i r  F o r c e - - I  know p e r h a p s  not  a s  m u c h  about  the  o t h e r s  as  I do abou t  
the  A i r  F o r c e - - a r e  c o n s t a n t l y  w o r k i n g  wi th  i n d u s t r y  to t r y  to do t h i n g s  
t o g e t h e r ,  b e c a u s e  we  have  an  o p e r a t i o n a l  r e q u i r e m e n t .  We don l t  know 
wha t  is  n e e d e d  to fu l f i l l  tha t  r e q u i r e m e n t  s o m e t i m e s ,  b e c a u s e  the  s t a t e  
of the a r t  is  not  s u f f i c i e n t l y  a d v a n c e d  to p e r m i t  us  to do it. I n d u s t r y  
n e c e s s a r i l y ,  to s o m e  e x t e n t ,  u s e s  the c u t - a n d - t r y  p r o c e s s .  We have  
got  to  r e s t r i c t  t h e i r  o p e r a t i o n s  in the s e n s e ,  I th ink ,  tha t  we have  got 
to look  o v e r  the  s h o u l d e r  of i n d u s t r y .  

I i  



N o w ,  a l o t  of  t h i s  b u s i n e s s  o f  r e s e r v i n g  t h e  r i g h t  t o  l o o k  o v e r  t h e  
s h o u l d e r  of  i n d u s t r y  i s  i n t e r p r e t e d  b y  i n d u s t r y - - a n d  m a y b e  j u s t l y  s o - -  
a s  r e s t r i c t i v e .  B r i e f l y  t h o s e  a r e  t h e  t w o  s i d e s ,  a s  I s e e  t h e m .  

QUESTION: G e n e r a l ,  I a m  i n t e r e s t e d  in  t h e  a r e a  t h a t  y o u  m e n t i o n e d  
y o u  a r e  in  t o d a y ,  t h e  e x p e r i m e n t a l  a r e a ,  w h e r e  y o u  h a v e  t h e  t w o  t y p e s  
of  c o n t r a c t s  t h a t  y o u  m e n t i o n e d - - w i t h  i n c e n t i v e  a n d  p e r f o r m a n c e  c l a u s e s  
t o  c o u n t e r a c t  e a c h  o t h e r - - b e c a u s e ,  e s p e c i a l l y  in  t h e  w e a p o n s  s y s t e m s  
p r o c u r e m e n t ,  we  a r e  w r i t i n g  s p e c i f i c a t i o n s  t h a t  a r e  v e r y  d i f f i c u l t ;  a n d  
I p r e s u m e  t h a t  y o u  w r i t e  a g r e a t  m a n y  p e r f o r m a n c e - t y p e  s p e c s  on t h o s e  
a r t i c l e s .  I t  w o u l d  s e e m  to  m e  t h a t  y o u  w o u l d  h a v e  to  c o n s i d e r  t h e  o v e r -  
a l l  e c o n o m y  of  t h e s e  c o n t r a c t s  a s  w e l l ;  a n d  t h a t  i f  y o u  c a n  i n j e c t  a p e r -  
f o r m a n c e  t y p e  of  c l a u s e  in  t h e  c o n t r a c t ,  ~ s p e c i a l l y  a s e r v i c e  p e r f o r m -  
a n c e  c l a u s e ,  we  c o u l d  g e t  ou t  of  a l o t  of o u r  s o - c a l l e d  l o o k i n g  o v e r  t h e  
s h o u l d e r  t e c h n i c a l w i s e  on t h e s e  c o n t r a c t s .  I w o n d e r  i f  we  d o n ' t  h a v e  
a g r e a t  l o s s  of  t e c h n i c a l  m a n p o w e r  in  t h i s  r e v i e w  of  s o m e b o d y  e l s e ' s  
t e c h n i c a l  w o r k  in a v e r y  d e v e l o p m e n t a l  a r e a  t y p e  o f  p r o b l e m .  H a v e  
y o u  h a d  a n y  e x p e r i e n c e  w i t h  t h i s  t y p e  of  s e r v i c e  g u a r a n t e e  c l a u s e  7 Do  
y o u  t h i n k  i t  w o u l d  c o s t  a p p r e c i a b l y  m o r e  c o n t r a c t w i s e  ? 

G E N E R A L  T H U R M A N :  T h e r e  a r e  t w o  o r  t h r e e  t h i n g s  t h a t  I t h i n k  
e n t e r  i n t o  t h a t .  B y  w a y  of  p r e f a c e  l e t  m e  p o i n t  ou t  s o m e t h i n g  t h a t  s o r t  
o f  s h o c k e d  m e  w h e n  I l e a r n e d  of  i t ,  t h a t  I t h i n k  m a y  b e  of  i n t e r e s t .  

T h e  f i r s t  c o n t r a c t  e v e r  w r i t t e n  f o r  a n  a i r p l a n e  h a d  s u c h  a d e v i c e  
i n  i t  a s  y o u  a r e  t a l k i n g  a b o u t .  T h e  f i r s t  W r i g h t  b r o t h e r s  c o n t r a c t  e s t a b -  
l i s h e d  a b a s e  of  s p e e d . - - t h a t  w a s  t h e  o n l y  t h i n g  t h a t  w a s  i n v o l v e d - - a n d  
t h e n  o f f e r e d  a n  i n c e n t i v e  f o r  e v e r y  a d d i t i o n a l  m i l e  p e r  h o u r  t h a t  i t  w e n t  
a b o v e  t h a t  40 m i l e s  p e r  h o u r ,  w h i c h ,  i n c i d e n t a l l y ,  i s  t h e  f i g u r e  I ' v e b e e n  
g i v e n ,  a n d  a p e n a l t y  i f  i t  w e n t  b e l o w  i t .  Y o u ' v e  g o t  a t i m e  f a c t o r  i n v o l v e d  
in  t h a t  t h i n g  a n d  y o u ' v e  g o t  an  o v e r a l l  c o s t  f a c t o r .  

N o w ,  l e t  m e  t a k e  t h e  c a s e  of  t h e  w e a p o n  s y s t e m  I I 0 ,  a s  i t  i s  k n o w n ,  
t h a t  we  a r e  in  t h e  p r o c e s s  of  d e v e l o p i n g  t o d a y .  T h e  o r i g i n a l  s t u d i e s  on  
%he 110 b e g a n  w a y b a c k  in  t h e  l a t e  f o r t i e s .  T h e  f i r s t  t w o  p a r a l l e l  c o n t r a c t s  
on  t h a t  w e r e  l e t  in  1955 .  We  h a v e  j u s t  c o m p l e t e d  t h e  b u s i n e s s  of  s e l e c t -  
i n g  b e t w e e n  t h o s e  t w o .  I t  w i l l  b e  a c o u p l e  of  y e a r s  b e f o r e  t h e r e  i s  a n y  
h a r d w a r e ,  i f  w e  a r e  l u c k y .  

N o w ,  if  t h e  G o v e r n m e n t  r e p r e s e n t a t i v e s  s t a y  o u t  o f  t h e  t h i n g  u n t i l  
t h a t  i s  d o n e ,  a n d  t h e  a n i m a l  f l i e s  o r  i t  d o e s n ' t  f l y ,  a n d  w e  s a y  i t  e i t h e r  
w o r k e d  o r  i t  d i d n ' t  w o r k ,  t h e  p e n a l t i e s  f o r  i t  n o t  w o r k i n g  a r e  t o o  g r e a t  
a g a i n s t  t h e  p u b l i c ,  b e c a u s e  a n y w h e r e  f r o m  t h r e e  to  s i x  o r  s e v e n  o r  e i g h t  
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y e a r s  w i l l  h a v e  e l a p s e d .  W e  c a n ' t  a f f o r d  t h a t  s o r t  of  r i s k  o f  a m a n  
m a k i n g  g o o d  o r  f a l l i n g  f l a t  on  h i s  f a c e .  

T h a t  d o e s n ' t  m e a n  t h a t  t h e  A i r  F o r c e  c a n  d o  a b e t t e r  job  t h a n  i n d u s -  
t r y .  B u t  w h e n  y o u  p u t  t h e  c a p a b i l i t i e s  of  t h e  t w o  t o g e t h e r ,  a s  i s  n o r -  
m a l l y  t h e  c a s e ,  I t h i n k  y o u  c a n  d o  s o m e t h i n g  t h a t ' s  b e t t e r .  

T h e  s e c o n d  t h i n g  i n v o l v e d - - a n d  m y  f r i e n d s  in  t h e  N a v y  m a y  t a k e  a 
d i f f e r e n t  v i e w  of  t h i s ,  b e c a u s e  t h e y  h a v e  a s l i g h t l y  d i f f e r e n t  p h i l o s o p h y  
- - i s  t h i s :  W e  h a v e  a l w a y s  f e l t  t h a t  t h e  w a r r a n t y  s i t u a t i o n ,  o t h e r  t h a n  
a s  c o n c e r n s  l a t e n t  d e f e c t s  a n d  t h i n g s  t h a t  a r e  n o r m a l ,  in  t h e  k i n d  of  t h i n g  
t h a t  w e  b u y  i s  c o m p a r a b l e  t o  t h e  p o s i t i o n  of t h e  G o v e r n m e n t  a s  a s e l f -  
i n s u r e r .  T h e  p r e m i u m  in  t e r m s  of  i n s u r a n c e  c o s t  t h a t  a c o n t r a c t o r  m u s t  
a s k  f o r  a n d  r e c e i v e  i f  he  i s  g o i n g  to  b e  h e l d  f i n a n c i a l l y  l i a b l e  f o r  w a r -  
r a n t y  on s o m e t h i n g  t h a t  h e  h a s  b e e n  w o r k i n g  on f o r  s e v e n  y e a r s  a n d  h e  
f a l l s  f l a t  on  h i s  f a c e - - a n d  w e  a r e  t a l k i n g  in t e r m s  of  h u n d r e d s  of  m i l l i o n s  
o f  d o l l a r s  s o m e t i m e s - - t h e  c o n t i n g e n c y  c o s t  i s  j u s t  s o  g r e a t  t h a t  w e  h a v e  
f e l t  t h a t  w e  w o u l d  m a k e  m o r e  m o n e y  f o r  t h e  G o v e r n m e n t  in  t h e  l o n g  r u n  
b y  b e i n g  s e l f - i n s u r e d  t h a n  b y  m a k i n g  t h e  c o n t r a c t o r  i n s u r e  u s .  T h e  N a v y  
h a s ,  I t h i n k ,  a s l i g h t l y  d i f f e r e n t  v i e w  on t h a t ,  b u t  t h a t ' s  t h e  w a y  w e  l o o k  
a t  i t ;  a n d  I p e r s o n a l l y  f e e l  t h a t  i t ' s  r i g h t .  

QUESTION: In t h e  c a s e  of  t h e  w e a p o n  s y s t e m  p r i m e  c o n t r a c t o r  m a n -  
a g e m e n t  s y s t e m ,  h a v e  y o u  h a d  a n y  p r o b l e m s  w i t h ,  s a y ,  t h e  p r i m e  c o n -  
t r a c t o r  d e s i g n i n g  a g o o d  s u b s y s t e m ,  t h e  u l t i m a t e  w e a p o n  s y s t e m ,  a n d  
t h e  A i r  F o r c e  d e s i g n i n g  a n o t h e r  s u b s y s t e m  ? How h a v e  t h e s e  p r o b l e m s  
b e e n  r e s o l v e d  to  m a i n t a i n  t h e  p r i m e  c o n t r a c t o r ' s  a t t i t u d e ,  w h e r e  h e  l o s e s  
o u t ,  t o w a r d s  g i v i n g  y o u  t h e  s y s t e m  t h a t  y o u  u l t i m a t e l y  w a n t  ? 

G E N E R A L  T H U R M A N :  T h e  a n s w e r  to  t h e  f i r s t  p a r t  o f  y o u r  q u e s t i o n  
i s  a c a t e g o r i c a l  " Y e s .  " W e  h a v e  h a d  s u c h  i n s t a n c e s .  

A c t u a l l y ,  t h a t ' s  a p a r t  of  t h i s  b u s i n e s s  of  r e s t r i c t i o n s  a n d  i n t e r f e r -  
e n c e s  t h a t  w e  a r e  t a l k i n g  a b o u t ,  b e c a u s e  we  h a v e  g o t  n o t  o n l y  t h e  q u e s t i o n  
of  t h e  e x c e l l e n c e  o r  a d a p t a b i i i t y  f o r  t h i s  p a r t i c u l a r  a i r c r a f t  t h a t  i s  i n v o l v e d ,  

b u t  w e  h a v e  a l s o  g o t  c o n s i d e r a t i o n s  of  s t a n d a r d i z a t i o n  a n d  o u r  w h o l e  l o g i s -  
t i c s  p i c t u r e  in  o u r  G o v e r n m e n t - f u r n i s h e d  a e r o n a u t i c a l  e q u i p m e n t  c a t e g o r y .  
W e  h a v e  i n s t a n c e s  o f  p u t t i n g  t h e  "A " t y p e  o f  e q u i p m e n t  i n t o  t h i s  p a r t i c u l a r  
w e a p o n  s y s t e m  i n s t e a d  of  " B "  t y p e  b e c a u s e  t h e  " A "  t y p e  of  e q u i p m e n t  w i l l  
in  o u r  o p i n i o n  d o  t h e  j o b .  W e  a l r e a d y  h a v e  t h e  " A "  t y p e  of  e q u i p m e n t  in  
o u r  i n v e n t o r y .  W e  k n o w  h o w  t o  m a i n t a i n  i t .  We h a v e  a s p a r e s  s y s t e m  
s e t  u p  t o  t a k e  c a r e  of  i t .  W e  w a n t  i t  t o  b e  in  t h e r e .  Y o u r  c o n t r a c t o r - - p a r -  
t i c u l a r l y  in  one  of  t h e s e  c a s e s  w h e r e  we  h a v e  a p e r f o r m a n c e  i n c e n t i v e  
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b u i l t  in to  the s u b s y s t e m  w a n t s  to get  the v e r y  b e s t  p e r f o r m a n c e  tha t  he 
p o s s i b l y  can  out of h is  a i r c r a f t .  H e ' s  not  go ing  to have  to s u p p o r t  it .  
W e ' r e  go ing  to have  the  p r i m a r y  r e s p o n s i b i l i t y .  H e ' l l  he lp  us ,  but  we  
have  the  p r i m a r y  r e s p o n s i b i l i t y .  

We r e s o l v e  t h o s e  th ings  in th i s  p a r t n e r s h i p  r e l a t i o n  tha t  I t a l k e d  to 
you  about .  S o m e t i m e s  we g ive ;  s o m e t i m e s  the  c o n t r a c t o r  g i v e s .  I t ' s  
the  a g e - o l d  p r o b l e m  of w o r k i n g  in a p a r t n e r s h i p .  I d o n ' t  th ink  i t  ha s  any  
m o r e  r a m i f i c a t i o n s  than tha t ,  or  any  f e w e r ,  e x c e p t  in the s e n s e  tha t  the  
two p a r t n e r s  in th i s  c a s e  s o m e t i m e s  have  d i f f e r e n t  c o n s i d e r a t i o n s  to 
b r i n g  to b e a r  on the q u e s t i o n .  

QUESTION: A few y e a r s  ago  AMC h e a d q u a r t e r s  d e c e n t r a l i z e d  qui te  
a n u m b e r  of p r o c u r e m e n t  f u n c t i o n s  out to the A i r  M a t e r i e l  C o m m a n d  d e -  
po t s .  On the p r o c u r e m e n t  of a w e a p o n  s y s t e m  can  you  t e l l  us  at  wha t  
po in t  one o r  m o r e  of t h e s e  d e p o t s  b e g i n s  any  p r o c u r e m e n t  a c t i v i t y ,  and  
w h e t h e r  or  not  it h a s  any  r e s p o n s i b i l i t y  fo r  the  W e a p o n  S y s t e m  P r o j e c t  
Off ice  P h a s i n g  G r o u p  ? 

GENERAL THURMAN: U n d e r  ou r  s y s t e m  wha t  we c a l l  the l e a d  AMA, 
the  A i r  M a t e r i e l  A r e a ,  is  the w e a p o n  s y s t e m  m a n a g e r  f r o m  a s u p p o r t  
s t a n d p o i n t  f r o m  the v e r y  i n c e p t i o n  of the w e a p o n  s y s t e m .  So y o u r  AMA 
is  in the p i c t u r e  f r o m  the v e r y  b e g i n n i n g .  Y o u r  AMA is  a m e m b e r  of 
the  W e a p o n s  S y s t e m  P h a s i n g  G r o u p  f r o m  the  v e r y  b e g i n n i n g .  

As  to wha t  t hey  buy ,  the  AMA has  the  r e s p o n s i b i l i t y  fo r  c o m p u t i n g  
the  s p a r e s  b a c k u p ,  p r o v i s i o n i n g  the g r o u n d - s u p p o r t  e q u i p m e n t ,  and o t h e r  
t h ings  of t ha t  s o r t .  The  g r o u n d - s u p p o r t  e q u i p m e n t  i s  s o m e t i m e s ,  depend-  
ing  on c i r c u m s t a n c e s ,  bough t  out of the P r o j e c t  Off ice  t h r o u g h  the  p r i m e  
c o n t r a c t o r .  It s o m e t i m e s  is  bough t  d i r e c t l y  by  the  AMA i n v o l v e d .  S o m e -  
t i m e s  it is  bough t  by  a s p e c i a l  o r g a n i z a t i o n - - o f  w h i c h  one of the m e m b e r s  
of y o u r  c l a s s  w a s  the  h e a d  p r i o r  to the t i m e  he c a m e  h e r e - - b e c a u s e  of 
e n g i n e e r i n g  c o n s i d e r a t i o n s .  

As t i m e  g o e s  a long ,  and at  abou t  the t i m e  when  we h a v e  c o m m i t t e d  the  
A i r  F o r c e  to the l a s t  p r o d u c t i o n  o r d e r  of th i s  g r o u p ,  when  i t ' s  in  the  i n v e n -  
t o r y  and it is s t i l l  c o m i n g  in but  we s e e  s u f f i c i e n t l y  a h e a d  of t i m e  tha t  
dsomething s p e c i f i c  i s  c o m i n g  in s o m e t i m e  or  o t h e r  to r e p l a c e  i t ,  t hen  
w h o l e  r e s p o n s i b i l i t y  fo r  h a n d l i n g  the  w e a p o n  s y s t e m  p a s s e s  f r o m  H e a d -  
Q u a r t e r s  AMC and the J o i n t  P r o j e c t  Off ice  to the AMA invo lved .  But  i t  
i s  s t i l l  a jo in t  o p e r a t i o n  at  the  AMA. 

QUESTION: G e n e r a l ,  I r e c a l l  tha t  on the o c c a s i o n  of one o f  y o u r  a p -  
p e a r a n c e s  b e f o r e  the H e b e r t  c o m m i t t e e  l a s t  y e a r  the  c o m m i t t e e  p r o p o s e d  
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to  you a r e l a t i v e l y ,  I th ink  t hey  c a l l e d  i t ,  new m e t h o d  of p r o c u r e m e n t  
c a l l e d ,  fo r  l a c k  of any  o t h e r  t i t l e ,  a t w o - p h a s e  a d v e r t i s i n g  p r o p o s a l ,  
w h e r e  in the  f i r s t  p h a s e  the c o n t r a c t o r s  would  be c a l l e d  in and  t h e i r  
t e c h n i c a l  p r o p o s a l s  would  be  gone o v e r  in d e t a i l ,  and s o m e  c o n t r a c t o r s  
would  be  kep t  in and s o m e  e l i m i n a t e d ;  and t h e r e a f t e r  you would  have  
f o r m a l l y  a d v e r t i s e d  c o n t r a c t i n g  a m o n g  those  t e c h n i c a l l y  q u a l i f i e d .  I 
r e c a l l  tha t  you  i n d i c a t e d  tha t  the  A i r  F o r c e  would  conduc t  a t e s t  on tha t .  
I b e l i e v e  tha t  the  t i m e  fo r  a r r i v i n g  at  the r e s u l t s  of the t e s t  i s  f a i r l y  
c l o s e  a t  hand .  I w o n d e r  if you would  give us an idea  of the A i r  F o r c e ' s  
e v a l u a t i o n  of tha t  m e t h o d .  

G E N E R A L  THURMAN: I would  be  g lad  to.  

P e o p l e  have  m o r e  to do wi th  th i s  than  a n y t h i n g  e l s e - - p e o p l e  in the  
A i r  F o r c e  as  w e l l  a s  e x t e r n a l  to the A i r  F o r c e - - b u t  p r i m a r i l y  in the  A i r  
F o r c e .  We have  peop le  who fo r  y e a r s  have  b e e n  a c c u s t o m e d  to e i t h e r  
a d v e r t i s i n g  o r  n e g o t i a t i n g .  We c o m e  up h e r e  wi th  a g i m m i c k  tha t  is  mid-  
w a y  b e t w e e n  the  two,  tha t  i n c o r p o r a t e s  s o m e  of the f e a t u r e s  of bo th .  I 
p e r s o n a l l y  b e l i e v e  v e r y  s t r o n g l y  in th i s  th ing .  I have  had one w h a l e  of a 
job in s e l l i n g  it to the buy ing  peop l e  in the A i r  F o r c e .  

But  the  b u y i n g  people  a r e  not the only ones  i nvo lved ,  b e c a u s e  the 
e n g i n e e r i n g  peop le  have  a l s o  b e e n  h a r d  to c o n v i n c e .  And b e l i e v e  you  
m e ,  w h e n  you  a r e  d e a l i n g  wi th  an o r g a n i z a t i o n  tha t  i n v o l v e s  s e v e r a l  
t h o u s a n d  peop l e  and you have  d e c e n t r a l i z e d  a u t h o r i t y ,  you d o n ' t  ge t  t h i n g s  
done  by  j u s t  s a y i n g  "Do it .  " Y o u ' v e  got  to p e r s u a d e  and  c a j o l e ;  y o u ' v e  
got  to  m a n a g e  it in to  o p e r a t i o n .  And when  you  a r e  r e v o l u t i o n i z i n g  t h i n k -  
ing,  a s  i s  done  to s o m e  e x t e n t  in th i s  c a s e ,  I th ink ,  it i s  a h a r d  job .  

Now,  f r o m  the s t a n d p o i n t  of the  e n g i n e e r i n g  peop le ,  t hey  have  b e e n  
v e r y  m u c h  a f r a i d  of a t e r r i f i c a l l y  i n c r e a s e d  w o r k l o a d .  T h e y  can  s e e  
tha t  AMC b u y e r  go ing  out  on a w h o l e s a l e  b a s i s ,  and ge t t i ng  h u n d r e d s  of 
t e c h n i c a l  p r o p o s a l s  and f r o m  a m a n p o w e r  s t andpo in t  t h e y  a r e ' n t  go ing  
to be  ab le  to c o n t r o l  t ha t .  T h e y  w o n ' t  be  ab le  to e v a l u a t e .  T h e y  s e e  t h e m -  
s e l v e s  a p p e a r i n g  b e f o r e  the  H e b e r t  c o m m i t t e e  and o t h e r  a g e n c i e s  in r e -  
s p o n s e  to q u e s t i o n s  abou t  the  c o m p e t e n c e  of t h e i r  e v a l u a t i o n .  T h o s e  a r e  
s o m e  of the t r o u b l e s  tha t  we have  had .  

Now,  wi th  tha t  k ind  of a b a c k g r o u n d ,  we  have  had v e r y  good l u c k  wi th  
i t .  We have  go t t en  v e r y  few c a s e s  t h r o u g h ,  bu t  we have  had an e x t r a o r d i -  
n a r y  a b s e n c e  of s o m e  of the  d i f f i c u l t i e s  tha t  we  f o r e s a w .  
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D e s p i t e  t he  f a c t  t h a t  we  h a v e  a r a t h e r  s m a l l  s a m p l e  to  r e p o r t  on,  
I t h i n k  w e  h a v e  had  v e r y  g o o d  l u c k  w i t h  i t .  I p e r s o n a l l y  b e l i e v e  in  i t .  
I t h i n k  t h a t  i t  h a s  a lo t  of v a l u e  w i t h i n  a r e l a t i v e l y  n a r r o w  a r e a .  We 
n e v e r  a r e  g o i n g  to  m a k e  v e r y  m u c h  m o n e y  t h r o u g h  t h a t  o n e ,  b u t  I t h i n k  
t h a t  w e  a r e  g o i n g  to  s a v e  s o m e  m o n e y .  I t h i n k  w e  a r e  g o i n g  to  g e t  b e t -  
t e r  d e s i g n  in  m a n y  i n s t a n c e s  a s  a r e s u l t  of  t h i s  o r  s o m e  m o d i f i c a t i o n  
of i t .  Bu t  a lo t  of  m y  p e o p l e  d o n ' t  a g r e e  w i t h  m e  on i t .  

Q U E S T I O N :  Y o u  e m p h a s i z e d  t h e  p r o b l e m s  i n v o l v e d  in c o n t r a c t i n g  
f o r  n e w  w e a p o n  s y s t e m s .  I t h i n k  t h o s e  p r o b l e m s  a r e  f a i r l y  c o m m o n  to  
t he  t h r e e  s e r v i c e s .  I t h i n k  t h e r e  a r e  a v e r y  l i m i t e d  n u m b e r  of i n d u s t r i e s  
t h a t  a r e  t e c h n i c a l l y  q u a l i f i e d  to  a c c e p t  t h e s e  c o m p l e x  , w e a p o n  s y s t e m  c o n -  
t r a c t s .  A c c o r d i n g  to  n e w s  a c c o u n t s ,  D e f e n s e  i s  o p e n i n g  s t i l l  a f o u r t h  
a g e n c y .  Is  t h e r e  a d a n g e r  of f o u r  a g e n c i e s  c o n t r a c t i n g  w i t h  a l i m i t e d  
n u m b e r  of i n d u s t r i e s  f o r  w e a p o n  s y s t e m s  p o s i n g  a p r o b l e m  ? 

GENERAL THURMAN: I don't know. 

Let me say one thing, though, that is a corollary to that. I think a 
very interesting thing that has occurred in the last few years --the last 
two or three actually--is the decision that has been reached on the part 
of some of the major corporations of this country that they are no longer 
going to follow a path of being in the defense business only in the event 
of war; but that they are going to be in the defense business as a perma- 
nent part of their business. That has meant that we have potential new 
weapon system contractors coming into the fore. 

Let me cite you a case in point. It's the Ford Motor Company. They 
have created a special division on the west coast and have taken on what 
I consider and have told them to be the very ambitious task of getting in- 
to the weapon system contractor field. 

N o w ,  w i t h  t he  a d v e n t  of  t he  g u i d e d  m i s s i l e  a n d  t h e  b a t t i s t i c  m i s s i l e ,  
a n d  w i t h  t he  m o v e m e n t  in r a d a r  d e v e l o p m e n t ,  f o r  e x a m p l e ,  to  h a v e  s y s  - 
t e r n s  t h e r e  a s  w e l l  a s  s y s t e m s  in a i r c r a f t ,  y o u  a r e  b r i n g i n g  a n e w  b u n c h  
of  i n d u s t r y  i n t o  t h e  o v e r a l l  w e a p o n  s y s t e m  p i c t u r e .  A l a r g e  p a r t  of  a 
w e a p o n  s y s t e m  c o n t r a c t o r ' s  job  i s  m a n a g e m e n t ,  i t ' s  i n t e g r a t i o n ;  a n d  a 
r e l a t i v e l y  s m a l l  p a r t  of  i t ,  a s  c o m p a r e d  to  t he  o t h e r ,  i s  the  t e c h n i c a l  
k n o w - h o w  in t he  p a r t i c u l a r  f i e l d  i n v o l v e d .  So I t h i n k  t h a t  a s  o u r  t e c h n o l -  
ogy  g o e s  f a r t h e r  a l o n g ,  w i t h o u t  r e f e r e n c e  to  t h i s  f o u r t h  b u y i n g  a g e n c y ,  
we  a r e  g o i n g  to h a v e  m o r e  a n d  m o r e  w e a p o n  s y s t e m  c o n t r a c t o r  c a p a b i l i t y  

a v a i l a b l e  to  t h e  c o u n t r y .  
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QUESTION: I 'd  l ike  to a s k  a q u e s t i o n  on p e o p l e ,  p o s s i b l y  a c o n t i n -  
ua t i on  of y o u r  r e m a r k s  of a m o m e n t  ago ,  p a r t i c u l a r l y  in p r o c u r e m e n t ,  
and p a r t i c u l a r l y  in p r o c u r e m e n t  tha t  has  c o m p l i c a t i o n s  of a d v e r t i s i n g  
and n e g o t i a t i n g ,  w h e r e  you  h e s t i t a t e  to have  m i l i t a r y  p r o c u r e m e n t  p u r -  
c h a s i n g  peop l e  b u c k  up a g a i n s t  i n d u s t r y  n e g o t i a t o r s .  And ye t  t h e s e  i n d u s -  
t r y  peop l e ,  as  in F o r d  and o t h e r w i s e ,  a r e  m o s t  of the t i m e  s k i l l e d  and 
c a p a b l e  p e o p l e .  Could  you d i s c u s s  th i s  and a n a l y z e  y o u r  p e r s o n a l  f e e l -  
ing on the p e r s o n n e l  p r o b l e m  tha t  the m i l i t a r y  d o e s  or  does  not  h a v e ,  o r  
any  a c t i o n s  tha t  m a y  be  r e q u i r e d  ? 

GENERAL THURMAN: Y e s ,  s i r ,  We have  p o o r  peop le  and we have  
good p e o p l e ,  l ike  any  o t h e r  o r g a n i z a t i o n .  L e t ' s  c o n c e d e  tha t  at  the  ou t -  
s e t .  T h e r e  a r e  a lot  of m o t i v a t i o n s  tha t  keep  peop le  w o r k i n g  for  t h e G o v -  
e r n m e n t ,  w h e t h e r  t hey  have  on a m i l i t a r y  su i t  o r  a c i v i l i a n  su i t .  W h e r e  
the  m o t i v a t i o n  invo lved  is m o r e  than  p a t r i o t i s m  and s e c u r i t y  put t o g e t h e r ,  
peop l e  u s u a l l y  m o v e  out of the G o v e r n m e n t  and in to  i n d u s t r y ,  b e c a u s e  
w o r k i n g  c o n d i t i o n s  u s u a l l y  a r e  b e t t e r  in i n d u s t r y  and the  pay is  u s u a l l y  
b e t t e r .  So we have  a m o v e m e n t  of good peop le  f r o m  the  G o v e r n m e n t  in to  
i n d u s t r y  w h i c h  is  not  o f f se t  by a m o v e m e n t  f r o m  i n d u s t r y  into  the G o v e r n -  
m e n t .  So I th ink  tha t  if you look a t  it  f r o m  an o v e r a l l  s t a n d p o i n t  o v e r  a 
long p e r i o d  of t i m e ,  you  would  be bound  to c o n c l u d e  tha t  the g e n e r a l  l e v e l  
of c a p a b i l i t y  of indus t ry ,  in the  buy ing  func t ion  is  going  to be  h i g h e r  than 
the g e n e r a l  l e v e l  of c a p a b i l i t y  in the  G o v e r n m e n t  in the b u y i n g  func t ion .  

Now,  t h e r e  is one m o d i f i c a t i o n  of tha t  wh ich  t e n d s  to p r e v e n t  tha t  
h a p p e n i n g .  Y o u r  r e a l l y  f i r s t - c l a s s  peop le  in i n d u s t r y  s o m e t i m e s  get  out 
of the  b u y i n g  func t ion  and into  the m a n a g e m e n t  func t ion .  So a l l  in a l l  I 
d o n ' t  th ink  t h e r e ' s  too m u c h  d i f f e r e n c e .  But  wha t  d i f f e r e n c e  t h e r e  is  I 
t h ink  is  p r o b a b l y  on i n d u s t r y ' s  s i d e .  

On the  o t h e r  hand ,  as  a r e s u l t  of a lot  of t h e s e  r e s t r i c t i o n s ,  and as  
a r e s u l t  of p u r p o s e f u l  t h i n g s ,  on our  l a r g e  p r o c u r e m e n t ,  on our  c o m p l e x  
p r o c u r e m e n t ,  we can  f r e q u e n t l y ,  I t h ink ,  p r o b a b l y  b r i n g  to b e a r  m o r e  
c a p a b i l i t i e s  and m o r e  d i v e r s e  c a p a b i l i t i e s  in to  a g iven  p r o c u r e m e n t  than  
i n d u s t r y  d o e s .  

Now,  i n d u s t r y  u s u a l l y  has  a t e a m  to m a k e  up and t ake  i ts  p o s i t i o n .  
We have  a t e a m  to m a k e  up and take  our  p o s i t i o n .  So I t h ink  tha t  w h a t -  
e v e r  d e f i c i e n c y  t h e r e  is  on the  p a r t  of p e r s o n n e l  in the  G o v e r n m e n t  o v e r  
a long p e r i o d  of t i m e  is  a t  l e a s t  a d e q u a t e l y  m a d e  up fo r  by the  t e a m  e f f o r t  
tha t  we e x e r c i s e .  

F u r t h e r m o r e ,  t h e r e  a r e  s o m e  th ings  about  the  p e c u l i a r i t i e s  of a lot  
of ou r  b u s i n e s s  w h e r e i n  our  peop le ,  p a r t i c u l a r l y  in the p r i c i n g  a r e a ,  f o r  
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e x a m p l e ,  ~ r e  i n f i n i t e l y  m o r e  c o m p e t e n t  t han  any  i n d u s t r y  g r o u p  tha t  
you can  f ind .  The  u s e  of l e a r n i n g  c u r v e s ,  and  the  m a n i p u l a t i o n  of t h e m ,  
is  a b e a u t i f u l  e x a m p l e  of tha t .  We have  s o m e  peop le  a t  D a y t o n  who not  
on ly ,  I th ink ,  a r e  the  b e s t  peop l e  in  the  c o u n t r y  on l e a r n i n g  c u r v e s ,  bu t  
e v e r y b o d y  I have  e v e r  t a l k e d  to in i n d u s t r y  t h inks  the  s a m e  th ing .  

So in s o m e  a r e a s  we have  a t e r r i f i c  c o m p e t e n c e  b e y o n d  tha t  of indus-  
t r y .  In o t h e r s ,  in the  a r e a ,  f o r  e x a m p l e ,  of v a l u e  a n a l y s i s ,  we  a r e  j u s t  
b e g i n n i n g  to have  an a w a r e n e s s  of i t  so  f a r  as  the  A i r  F o r c e  is  c o n c e r n -  
ed .  T h e r e  a r e  o t h e r  a r e a s - - p r o d u c t i o n  e n g i n e e r i n g  is  one of t h e m - - w h e r e  
we  p r o b a b l y  d o n ' t  have  the  c o m p e t e n c e  of i n d u s t r y .  

But  if you l ine  the two up and t a k e  a l l  of t h e s e  t h ings  and o t h e r s  tha t  
o c c u r  to you ,  and  s t a c k  t h e m  s ide  by s i d e .  I ' l l  p i ck  up the  A i r  F o r c e  tab 
any  day .  And I ' m  s u r e  the s a m e  th ing  is  t r u e  of the A r m y  and Navy  j u d g -  
ing f r o m  the  peop l e  I know.  

QUESTION: You t o u c h e d  b r i e f l y  on the  p r o b l e m  of the c l o s e  r e l a t i o n -  
sh ip  b e t w e e n  the b a s i c  w e a p o n  s y s t e m  and the s u p p o r t  tha t  g o e s  w i th  i t .  
Would  you  e l a b o r a t e  a l i t t l e  b i t  on tha t  and t e l l  us  this :  Is tha t  t h ing  g e t -  
t ing  w o r s e ,  o r  ge t t i ng  b e t t e r ,  and wha t  i s  b e i n g  done  about  i t ?  

G E N E R A L  THURMAN: F r o m  the  t r e n d  s t a n d p o i n t  it  is  g e t t i n g  b e t t e r .  
F r o m  the  s t a n d p o i n t  of t h ings  l ike  t h o s e  tha t  A d m i r a l  C l a r k  m e n t i o n e d ,  
i t ' s  ge t t i ng  w o r s e - - f r o m  the s h o r t - r a n g e  s t a n d p o i n t .  

Go ing  b a c k  to a p e r i o d  w h e r e  you had a gadge t  tha t  wen t  up in the  a i r  
and  did  s o m e t h i n g  or  o t h e r  and c a m e  b a c k ,  you  had r e a l l y  two k inds  of 
t h ings  i n v o l v e d .  You had  the w e a p o n  i t s e l f  and the th ings  tha t  w e n t  in  i t .  
T h e n  you  had t h o s e  th ings  tha t  the supp ly  and m a i n t e n a n c e  p e o p l e  u s e d  
to  s u p p o r t  the  th ing  and k e e p  it o p e r a t i o n a l .  

Wel l ,  as  t i m e  has  gone o n - - a n d  th i s  is  e p i t o m i z e d  in y o u r  b a l l i s t i c  
m i s s i l e ,  f o r  e x a m p l e - - e v e n  wi th  y o u r  gu ided  m i s s i l e  of the  M a t a d o r  type  
of the  B o m a r c  o r  s o m e t h i n g  of tha t  s o r t ,  y o u r  l a u n c h e r  is  a p i e c e  of 
g r o u n d , s u p p o r t  e q u i p m e n t ;  but  i t  i s  an  i n t e g r a l  p a r t  of the  w e a p o n  i t s e l f  
in the  s e n s e  tha t  the w e a p o n  can  n e v e r  b e g i n  to o p e r a t e  u n l e s s  it  h a s  a 
l a u n c h e r .  

Now,  b e c a u s e  of th i s  s e p a r a t i o n  of r e a l l y  two s e p a r a t e  f u n c t i o n s ,  when  
ou r  o r i g i n a l  b u d g e t  s t r u c t u r e  w a s  s e t  up,  I d o n ' t  know wha t  the o t h e r  s e r v -  
i c e s  had ,  but  we had  what  we c a l l  a 100 s e r i e s ,  w h i c h  is  a i r c r a f t  and r e -  
l a t e d  e q u i p m e n t ,  and then  a 200 s e r i e s ,  w h i c h  is our  m a j o r  p r o c u r e m e n t  
o t h e r  than  a i r c r a f t .  
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N o w ,  t r a d i t i o n a l l y  o u r  g r o u n d - s u p p o r t  e q u i p m e n t  h a s  c o m e  o u t  of  
t h e  200 ,  a n d  o u r  a i r c r a f t  a n d  m i s s i l e s  a n d  s o  f o r t h  h a v e  c o m e  ou t  o f  t h e  
100.  T h e y  a r e  d e f e n d e d  s e p a r a t e l y  b e c a u s e  of t h e  f a c t  t h a t  y o u  h a v e  t o  
g e t  p a r t  of  t h e  w a y  d o w n  t h e  d e v e l o p m e n t  c y c l e  on y o u r  a i r c r a f t  o r  y o u r  
m i s s i l e  b e f o r e  y o u  k n o w  t o o  m u c h  a b o u t  w h a t  y o u r  s u p p o r t  r e q u i r e m e n t s  
a r e .  W e  h a v e  b e e n  in  t h e  p o s i t i o n  of  b e i n g  a b l e  t o  d e f e n d  s p e c i f i c a l l y  in  
t h e  a i r c r a f t  a r e a .  We  h a v e  to  d e f e n d  in  b u l k  to  a l a r g e  e x t e n t ,  b e c a u s e  
w e  d o n ' t  k n o w  a t  t h a t  t i m e ,  in  t h e  s u p p o r t  a r e a .  T h e  r e s u l t  i s  t h a t  we  
h a v e  h a d  t h o s e  f u n d s  c h o p p e d  m o r e  in  t h e  200 a r e a  t h a n  w e  h a v e  h a d  in 
t h e  100 a r e a .  

N o w ,  w e  s e c u r e d  t h e  y e a r  b e f o r e  l a s t ,  I t h i n k  i t  w a s ,  e f f e c t i v e  w i t h  
f i s c a l  1957 ,  s o m e  r e v i s i o n  of  t h i s .  We  b r o u g h t  s o m e  S u p p o r t  e q u i p m e n t  
a n d  s o m e  p r o v i s i o n i n g  i t e m s  o t h e r  t h a n  s u p p o r t  e q u i p m e n t  i n t o  t h e  w e a p -  
o n s  m o n e y .  T o  t h e  e x t e n t  t h a t  we  c a n  do  t h a t  s o r t  o f  t h i n g ,  a n d  a s  we  c a n  
m o v e  m o r e  o f  it  i n t o  a s i n g l e  a p p r o p r i a t i o n ,  I t h i n k  we  w i l l  h a v e  f e w e r  
t r o u b l e s .  So w e  a r e  m o v i n g  in  t h a t  d i r e c t i o n ,  b u t  w e  h a v e n ' t  g o n e  v e r y  
f a r .  

In  a d d i t i o n  to  t h a t - - I  d i d n ' t  w a n t  to  t a l k  a b o u t  s h o r t - r a n g e  p r o b l e m s ,  
b u t  t h i s  i s  s u c h  a g o o d  e x a m p l e - - d u r i n g  t h i s  p e r i o d  of  t h e  c a l e n d a r  y e a r  
1957 ,  a n d  p a r t i c u l a r l y  t h e  l a t t e r  p a r t  of  t h e  y e a r ,  w e ,  l i k e  t h e  o t h e r  
s e r v i c e s ,  w e r e  s p o o n - f e d  on  p r o j e c t s  t h a t  h a d  t o  b e  k e p t  g o i n g .  W e  h a d  
p r o d u c t i o n  l i n e s  t h a t  w e r e  s e t  u p  in  s u c h  a w a y  t h a t  t o  s t o p  t h e m  w o u l d  
f r o m  a c o s t  s t a n d p o i n t  a l o n e ,  m u c h  l e s s  a v a i l a b i l i t y ,  b e  c a t a s t r o p h i c .  
W e  h a d  t h e s e  o t h e r  t h i n g s  in  t h e  w a y  of s p a r e s ,  p r o v i s i o n  f o r  g r o u n d  
e q u i p m e n t ,  a n d  s o  f o r t h ,  t h a t  a l s o  h a d  to  b e  d o n e  c o n c u r r e n t l y .  I f  w e  
h a d  a s p o o n f u l  of  m o n e y ,  w e  k e p t  t h a t  p r o d u c t i o n  l i n e  g o i n g .  N o w ,  n e x t  
y e a r  a n d  t h e  y e a r  a f t e r ,  w e  a r e  g o i n g  to  p a y  f o r  t h a t ,  b e c a u s e  we  w o n ' t  
h a v e  t h e  s u p p o r t  e q u i p m e n t  a v a i l a b l e  on  t h e  c o n c u r r e n t  b a s i s  a s  i t  s h o u l d  
h a v e  b e e n .  

B u t  o v e r a l l  I t h i n k  i t ' s  i m p r o v i n g  f r o m  a l o n g - r a n g e  t r e n d  s t a n d p o i n t .  
I t h i n k  G e n e r a l  M u n d y  m i g h t  a g r e e  w i t h  t h a t .  H e ' s  h a d  a l i t t l e  e x p e r i e n c e  
in  t h e  s u p p l y  b u s i n e s s .  

QUESTION: I ' d  l i k e  t o  a s k  a q u e s t i o n  a b o u t  r e s t r i c t i o n s .  A p r e v i o u s  
i n d u s t r y  s p e a k e r  h a s  m e n t i o n e d  s e c t i o n  XV a s  l i s t i n g  e l e m e n t s  o f  c o s t  
w h i c h  c a n n o t  b e  i n c l u d e d  in  t h e  c o n t r a c t  a n d  s a i d  t h a t  t h e y  a f f e c t  c o m p a -  
n i e s  t o  s u c h  a n  e x t e n t  t h a t  s o m e  c o m p a n i e s  m a y  w a n t  to  g e t  ou t  o f  d e f e n s e  
b u s i n e s s .  I s  t h i s  a t r e n d  t h a t  y o u  h a v e  d i s c o v e r e d  in  t h e  A i r  F o r c e  ? 
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G E N E R A L  T H U R M A N :  At  one  of  m y  r a t h e r  f r e q u e n t  a p p e a r a n c e s  
b e f o r e  t h e  H e b e r t  c o m m i t t e e ,  M r .  G a v i n  m a d e  v i r t u a l l y  t h e  s a m e  a l l e -  
g a t i o n .  I w e n t  b a c k  a n d  h a d  a s t a t i s t i c a l  r u n  m a d e  o v e r  t h e  l a s t  s e v e r a l  
y e a r s  o f  s u p p l i e r s  w h o  b i d  on t h i n g s .  T h e  n u m b e r  f o r  t h e  t w e l v e  m o n t h s  
p r e c e d i n g  t h a t - - I  d o n ' t  r e m e m b e r  e x a c t l y  w h e n  i t  w a s - - w a s  s l i g h t l y  l e s s  
t h a n  t h e  y e a r  b e f o r e ,  f r o m  w h i c h  y o u  c o u l d  g a t h e r  s u p p o r t  f o r  a n  a r g u -  
m e n t  t h a t  t h a t  i s  t r u e .  

W e l l ,  n o w ,  y o u  m u s t  c o n s i d e r  t h i s :  T h e r e  a r e  a l o t  of  t h i n g s  t h a t  
go  i n t o  t h e  f a c t  w h e t h e r  y o u  h a v e  a h u n d r e d  p e o p l e  i n t e r e s t e d  t h i s  y e a r  
a n d  n i n e t y - e i g h t  n e x t  y e a r ,  o r  v i c e  v e r s a .  B u t  I d o n ' t  k n o w  of  a n y  i n -  
s t a n c e  w h e r e  a n y b o d y  h a s  g o t t e n  o u t  of  t h e  b u s i n e s s  b e c a u s e  of  t h e s e  s o -  
c a l l e d  r e s t r i c t i o n s .  

N e w ,  I h u r r y  to  s a y  t h a t  t h a t  d o e s n ' t  m e a n  t h a t  t h e r e  a r e n ' t  a n y .  B u t  
I d o n ' t  t h i n k  t h a t  t h e r e  c o u l d  b e  v e r y  m a n y  w i t h o u t  m y  k n o w i n g  i t  a s  f a r  
a s  t h e  A i r  F o r c e  i s  c o n c e r n e d ,  b e c a u s e  I r e c e i v e  m o s t  of  t he  c o m p l a i n t s  
t h a t  p e o p l e  w a n t  t o  m a k e  a b o u t  t h e  A i r  F o r c e .  

Q U E S T I O N :  Y o u  m e n t i o n e d  t h a t  t h e  A i r  F o r c e  h a s  l e t  s e v e r a l  p r o f i t -  
s h a r i n g  i n c e n t i v e - t y p e  c o n t r a c t s .  W h a t  d o e s  t h e  G A O  o r  a n y  o t h e r  r e v i e w -  
i n g  a u t h o r i t y  h a v e  to  s a y  a b o u t  t h a t  t y p e  of  c o n t r a c t  ? 

G E N E R A L  T H U R M A N :  I d o n ' t  k n o w  of  a n y  c o m m e n t  t h a t  t h e y  h a v e  
e v e r  m a d e  on i t .  F r o m  a l e g a l  s t a n d p o i n t - - I  h a v e  s o m e  l e g a l  b a c k g r o u n d ,  
b u t  I d o n ' t  u s e  i t  m u c h  t h e s e  d a y s - - I  t h i n k  i t ' s  u n a s s a i l a b l e .  T h e r e  i s  v e r y  
d e f i n i t e  b a c k u p  in t h e  l e g i s l a t i v e  h i s t o r y  o f  t h e  A r m e d  S e r v i c e s  P r o c u r e -  
m e n t  A c t - - I  k n o w  b e c a u s e  I h e l p e d  to  p u t  i t  t h e r e - - t o  j u s t i f y  t he  u s e  o f  a 
c o s t - p l u s : i n c e n t i v e - f e e  c o n t r a c t .  A n d  t h a t ' s  e x a c t l y  w h a t  t h i s  i s .  So I 
d o n ' t  t h i n k  t h a t  t h e r e  i s  a n y  l e g a l  q u e s t i o n .  

N o w ,  m e m b e r s  of  o u r  P r o c u r e m e n t  C o m m i t t e e ,  w h o  a r e  t h e  r e v i e w  
p e o p l e  w h o  r e v i e w  o u r  l a r g e  c o n t r a c t s ,  h a v e  p r o t e s t e d  v i g o r o u s l y  f r o m  
t i m e  to  t i m e  on t h i s  on  t h e  g r o u n d  t h a t  we  a r e  e n c o u r a g i n g  p e o p l e  t o  s p e n d  
m o n e y  b y  p u t t i n g  a n  i n c e n t i v e  on  p e r f o r m a n c e .  We  a r e  t a l k i n g  h e r e  a b o u t  
a c o s t - r e i m b u r s e m e n t  t y p e  of  o p e r a t i o n .  T h e r e ' s  j u s t  n o  q u e s t i o n  a b o u t  
i t .  We  a r e .  Y o u ' v e  g o t  to  r e c o g n i z e  t h a t  f o r c e .  

B u t  a l s o  I t h i n k  t h e r e  i s  s o m e  v a l i d i t y  to  t h i s  c o u n t e r a c t i n g  f o r c e  t h a t  
I m e n t i o n e d ,  w h e r e  y o u  p u t  a n  i n c e n t i v e  i f  t h e  c o n t r a c t o r  s a v e s  m o n e y .  We  
u s e  t h e s e  t h i n g s  p r i m a r i l y  in  d e v e l o p m e n t  s i t u a t i o n s .  We h a v e n ' t  g o t t e n  
a r o u n d  to  u s i n g  t h e m  in p r o d u c t i o n ,  t h a t  i s ,  in  a r e a l  p r o d u c t i o n  s i t u a t i o n ,  
f o l l o w  on .  
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A f t e r  a l l ,  t h e  r e a s o n  w e  a r e  g i v e n  m o n e y  i s  t h a t  we  h a v e  t h e  job  of  
c r e a t i n g  t h e  b e s t  A i r  F o r c e  t h a t  w e  c a n ,  o r  t h e  b e s t  A r m y  o r  t h e  b e s t  
N a v y  t h a t  w e  c a n .  I t h i n k  w e ' v e  g o t  t o  s p e n d  s o m e  m o n e y  t o  g e t  t h e b e s t  
in  t e r m s  of  p e r f o r m a n c e  s o m e t i m e s .  

We  h a v e  b e e n  s o l d  b r o c h u r e  a i r p l a n e s  o v e r  t h e  y e a r s ,  w i t h  m a n y  
d i s a p p o i n t m e n t s .  T h e s e  c o m p a n i e s  c o m e  in  a n d  on t h e  b a s i s  of  a b r o -  
c h u r e  of  p e r f o r m a n c e  t h e y ' l l  s e l l  y o u .  B u t  w h e n  i t  g e t s  a r o u n d  to  f u l -  
f i l l i n g  i t ,  i t  d o e s n ' t  q u i t e  m a k e  i t .  N o w ,  o u r  w a r  p l a n s  a r e  b a s e d  o n t h e  
a s s u m p t i o n  t h a t  t h e  m a t e r i e l  w e  b u y  w i l l  d e l i v e r  a c c o r d i n g  to  t h e  G O R ,  
t h e  G e n e r a l  O p e r a t i o n a l  P l a n .  W h e r e  t h e  i t e m  d o e s  n o t  d e l i v e r  w h a t  i t  
w a s  i n t e n d e d  to ,  t h e n  o u r  w a r  p l a n  i s  f a u l t y  to  t h a t  e x t e n t .  

QUESTION: Getting back to this business of spares support, supply 
and maintenance support, particularly for an aircraft, has the Air Force 
given any thought to contracting out the support over a period of time to 
the prime contractor, particularly, as you mentioned a moment ago, When 
he is also the designer ? We've had a little experience with that in the 
Navy, to relieve ourselves of the procurement problem on spares. 

G E N E R A L  T H U R M A N :  Y e s ,  s i r .  T h a t  h a s  b e e n  g i v e n  s e r i o u s  c o n -  
s i d e r a t i o n .  F r o m  t i m e t o  t i m e ,  i n c l u d i n g  t h e  p r e s e n t ,  t h e r e  a r e  v a r i o u s  
s e r v i c e  t e s t s  of  one  k i n d  o r  a n o t h e r  r u n  on t h e  t h i n g .  Y o u ' v e  g o t  s o m e  
v e r y  f u n d a m e n t a l  c o n s i d e r a t i o n s  t h e r e .  

N o w ,  we  h a v e  in  t h e  A i r  F o r c e - - a n d  I ' m  t a l k i n g  o n l y  a b o u t  t h e  A i r  
F o r c e ,  b e c a u s e  I a m  n o t  t o o  f a m i l i a r  w i t h  t h e  a r s e n a l  s y s t e m  o r  t h e  y a r d  
s y s t e m  in t he  N a v y - - a  d e p o t  s y s t e m  w h i c h  a m o n g  o t h e r  r e a s o n s  e x i s t s  
b e c a u s e  of  m o b i l i z a t i o n  c o n s i d e r a t i o n s ,  W e ' v e  g o t  t o  h a v e  a c a p a b i l i t y  
f r o m  t h e  m o b i l i z a t i o n  s t a n d p o i n t ,  a m o n g  o t h e r s .  If  y o u  h a v e  t h a t  c a p a -  
b i l i t y  a n d  y o u  h a v e  t h e  s a m e  c a p a b i l i t y  in  a c o n t r a c t o r ' s  p l a n t ,  y o u  h a v e  
a d u p l i c a t i o n  of  a l o t  o f  c o s t s .  

A n d  a l s o ,  i f  y o u ' r e  g o i n g  to  g i v e  t h e  w h o l e  job  to  t h e  c o n t r a c t o r ,  y o u  
h a v e  p e o p l e  c o m p u t i n g  r e q u i r e m e n t s  w h o  a r e n ' t  f l y i n g  t h e s e  g a d g e t s  a n d  
w h o  a r e n ' t  h a v i n g  t h e  d a y - t o - d a y  e x p e r i e n c e  on  t h e  b a s e s  i n v o l v e d ,  b e -  
c a u s e  t h a t ' s  w h e r e  y o u r  r e q u i r e m e n t s  g e n e r a t e  f o r  s u p p o r t .  

T h e n  in  a d d i t i o n  to  t h a t ,  y o u ' v e  g o t  t h i s  t h i n g ,  w h i c h  i s  v e r y  m u c h  
in  t h e  f o r e f r o n t  o f  c o n s i d e r a t i o n  r i g h t  now:  T h e s e  m i s s i l e s  t h a t  we  a r e  
b u i l d i n g  a r e  t h e  m o s t  c o m p l e x  t h i n g s  t h a t  a n y b o d y  e v e r  d r e a m e d  of .  I 
u s e  t h e  b a l l i s t i c  m i s s i l e  a s  a n  e x a m p l e .  T h e y  a r e  g o i n g  to  h a v e  t o  b e  
s e t  u p  on l a u n c h i n g  p a d s .  A n d  t h e y ' r e  g o i n g  to  s t a y  t h e r e .  Y o u  d o n ' t f l y  
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a m i s s i l e  i n t o  t h e  d e p o t  t o  g e t  a m o d i f i c a t i o n  on  i t ,  I t  s t a y s  t h e r e .  T h a t  
m e a n s  t h a t  t o  a v e r y  l a r g e  e x t e n t  o u r  m a i n t e n a n c e  a n d  s u p p l y  c o n t r a c t s  
h a v e  g o t  t o  b e  v a r i e d  a s  t i m e  g o e s  a l o n g  to  a c c o m m o d a t e  t o  t h e  p h y s i c a l  
a n d  t e c h n i c a l  d i f f e r e n c e s  b e t w e e n  o u r  m i s s i l e  a n d  m a n n e d  a i r c r a f t .  

N o w ,  a t  t h e  o u t s e t  a t  a n y  r a t e ,  m o s t  of  t h a t  h a s  g o t  t o  b e  d o n e  b y  
t h e  c o n t r a c t o r ,  b e c a u s e  t h e  g a d g e t  i s  s o  n e w  t h a t  w e  j u s t  d o n ' t  h a v e  a n y  
k n o w - h o w  in  t h e  A i r  F o r c e .  H o w  it  w i l l  f i n a l l y  t u r n  o u t  I d o n ' t  k n o w .  We  
a r e  p r o c e e d i n g  on t h e  a s s u m p t i o n  t h a t  w e  w i l l  c r e a t e  a c a p a b i l i t y  t o  h a n -  
d l e  t h i s  in  t h e  A i r  F o r c e .  B u t  I t h i n k  t h e  f u t u r e  w i l l  h a v e  to  d e t e r m i n e  
t h e  a n s w e r  t o  t h a t  q u e s t i o n .  

C O L O N E L  P I K E :  G e n e r a l  T h u r m a n ,  on  b e h a l f  of  t h e  I n d u s t r i a l  C o l -  
l e g e ,  I c e r t a i n l y  w a n t  to  t h a n k  y o u  f o r  a v e r y  i n t e r e s t i n g  a n d  v e r y  v a l u a -  
b l e  p r e s e n t a t i o n  a n d  d i s c u s s i o n .  

G E N E R A L  T H U R M A N :  T h a n k  y o u .  I t ' s  b e e n  a r e a l  p l e a s u r e .  

(1 J u l y  1 9 5 8 - - 4 ,  1 0 0 ) B / d c : m j s : e k h  
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