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Majo r  G e n e r a l  W i l l i a m  T. T h u r m a n ,  USAF, A s s i s t a n t  for  P r o d u c -  
t ion  P r o g r a m i n g ,  Off ice  of the Deputy  Chie f  of Staff for  M a t e r i e l ,  was  
b o r n  in At lan ta ,  Geo rg 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  with 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  ba 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 l an ta  unt i l  J a n u a r y  1941, when  
he went  on ac t i ve  duty as a cap ta in  with 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  Corps  A r e a  H e a d q u a r t e r s  at  A t l an ta .  The  fo l low-  
ing 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 iv i s ion ,  Off ice ,  
JAG, U .S .  A r m y ,  Wash ing ton ,  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  A d v o c a t e  of the  92nd I 
I n f a n t r y  Div 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 Un i t ed  
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 -  
ca te ,  A r m y  S e r v i c e  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 ve  to the U n d e r  S e c r e t a r y  of War  for  P r o p e r t y  D i s p o s a l  and T e r m i -  
na t ion .  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  Oc tobe r  b e c a m e  A s s o c i a t e  
G e n e r a l  Counse 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  Counse 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  for  P r o g r a m i n g ,  Office,  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 ,  Eu rope ,  with 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, 
he  b e c a m e  Deputy  Ch ie 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  Eu rope ;  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 s p e c t i o n ,  
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 Nor ton  A i r  F o r c e  Base ,  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 b e c a m e  Deputy  D i r e c t o r  for  P r o c u r e m e n t  and P r o d u c -  
t ion.  G e n e r a l  T h u r m a n  was a s s i g n e d  to h is  p r e s e n t  p o s i t i o n  in Augus t  
1958. This  is  h is  s e c o n d  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 .  

if 
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S E R V I C E  I N F L U E N C E  ON C O N T R A C T  P E R F O R M A N C E  

15 D e c e m b e r  1959 

A D M I R A L  P A T R I C K :  T h e  s u b j e c t  of t o d a y ' s  l e c t u r e ,  " S e r v i c e  
I n f l u e n c e  on C o n t r a c t  P e r f o r m a n c e ,  " is v e r y  i m p o r t a n t  in the  f i e ld  
of p r o c u r e m e n t .  When  C o n g r e s s  m e e t s  n e x t  y e a r ,  we wil l  h e a r  a 
g r e a t  d e a l  m o r e  on th i s  s u b j e c t .  It a p p e a r s  to  be r e a s o n a b l y  good 
b u s i n e s s  f o r  us to look c l o s e l y  a t  a c o n t r a c t o r ' s  o p e r a t i o n s  and  c o s t s ,  
to i n s u r e  tha t  he is e q u a l l y  c o n c e r n e d  wi th  fund a u s t e r i t y ,  s e r v i c e  
qua l i t y ,  r e q u i r e m e n t s ,  and o t h e r  s p e c i f i c a t i o n s .  

N e e d l e s s  to s a y ,  c o r p o r a t i o n  m a n a g e r s  do not  a l w a y s  c o n c u r  in 
t h i s  v i ew.  We a r e  o f t en  a c c u s e d  of u s u r p i n g  s o m e  of i n d u s t r y ' s  p r e -  
r o g a t i v e s .  

We a r e  i n d e e d  f o r t u n a t e  t o d a y  in h a v i n g  as  ou r  s p e a k e r  an  o f f i c e r  
who is w e l l  q u a l i f i e d  to d i s c u s s  and  a p p r a i s e  q u e s t i o n s  in th i s  f i e ld .  
It g i v e s  m e  g r e a t  p l e a s u r e  to w e l c o m e  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 ,  A s s i s t a n t  f o r  P r o d u c t i o n  P r o g r a m i n g ,  H e a d q u a r t e r s ,  U . S .  
A i r  F o r c e ,  f o r  h i s  s e c o n d  l e c t u r e  a t  the  I n d u s t r i a l  C o l l e g e .  

G E N E R A L  THURMAN:  G e n e r a l  Mundy ,  G e n t l e m e n :  T h o s e  who 
a r e  r e s p o n s i b l e  f o r  s e t t i n g  up y o u r  a g e n d a  w e r e  kind enough  to g ive  
m e  s o m e  l a t i t u d e  in s e l e c t i n g  a s u b j e c t  f o r  t h i s  d i s c u s s i o n ,  and  I 
s e l e c t e d  the  one a n n o u n c e d  f o r  s e v e r a l  r e a s o n s .  F o r  one th ing ,  a lot 
of m o n e y  is  i nvo lved .  E v e n  in t h o s e  i n s t a n c e s  w h e r e  we a r e  not  fo l -  
lowing  a s i n g l e  p r i m e  r o u t e ,  i . e . ,  t he  c o m p l e t e  w e a p o n  s y s t e m  in a 
p a c k a g e ,  o t h e r  p r i m e  c o n t r a c t s  r u n  into  h u g e  s u m s  of m o n e y  t h e s e  
d a y s .  I n d e e d ,  the  p r o s p e c t  is tha t  as  w e a p o n s  b e c o m e  e v e n  m o r e  c o m -  
p l ex  and  n u m b e r s  of s y s t e m s  d e c r e a s e ,  the  c o n c e n t r a t i o n  of d o l l a r s  on 
s i n g l e  c o n t r a c t s  wi l l  i n c r e a s e .  S o m e  of t h e s e  p r i m e  c o n t r a c t s  a m o u n t  
to f i g u r e s  in e x c e s s  of $1 b i l l i on  o v e r  the  l i fe  of a p r o g r a m .  R e a s o n a b l y ,  
s o m e  s u b c o n t r a c t s  wi l l  r u n  in to  h u n d r e d s  of m i l l i o n s  on a p r o g r a m  b a s i s .  
M a n a g e m e n t  of t h e s e  d o l l a r s  is i m p o r t a n t  to the  d e f e n s e  of  the  c o u n t r y  and  
and  to i t s  b a s i c  e c o n o m y .  

B e c a u s e  of t h i s ,  the  s u b j e c t  is  one  w h i c h  c u r r e n t l y  is  i n t e n s i v e l y  
d e b a t e d  in the  p r e s s ,  c o n g r e s s i o n a l  c i r c l e s ,  and  in i n d u s t r y  f o r u m s .  
The  v i e w s  of i n d u s t r y  and  G o v e r n m e n t  a r e  so  w i d e l y  d i v e r g e n t ,  it is 
r e l a t i v e l y  c e r t a i n  tha t  the  m a t t e r  wi l l  be  b r o u g h t  to an i s s u e  in the  
C o n g r e s s  d u r i n g  the  n e x t  s e s s i o n  and b e c o m e  the  s u b j e c t  of l e g i s l a t i o n .  
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It t i e s  in wi th  g e o g r a p h i c a l  d i s p e r s a l  of  p r o c u r e m e n t  d o l l a r s ,  as  we l l  
a s  s m a l l  b u s i n e s s  and o t h e r  e c o n o m i c  and  p o l i t i c a l  c o n s i d e r a t i o n s .  

To i l l u s t r a t e  how f a r  a p a r t  p e o p l e  c a n  ge t  on the  s u b j e c t ,  I would  
l ike  to quo te  two s t a t e m e n t s .  T h e  f i r s t  was  m a d e  th i s  fa l l  by t he  U n i t e d  
S t a t e s  S e n a t o r  in the  c o u r s e  of a h e a r i n g  on p r o p o s e d  l e g i s l a t i o n .  It 

g o e s  l ike  th is :  

"Let us take for example Corporation A, and award it a $I0 million 

contract, and let us also assume that Corporation A is a huge multi- 
million dollar outfit. There is nothing to stop Corporation A from sub- 
contracting to Corporation B, which is also a huge multimillion dollar 
outfit. The prime contractor has a free hand to subcontract to whom- 
ever and wherever he wants. With a little mutual backscratching, 
several huge corporations can cut up a whole industry and keep the 
lion's share of the work divided up among themselves in one particular 
area of the country. This is not good for small business, nor does it 
give an equitable geographical distribution of the contracts, nor does 

it provide for a dispersal of defense plants. 

"I have disucssed this problem with officials in the Department of 
Defense, and they assure me that under the present laws they have prac- 
tically no control over the awarding of subcontracts. The prime contrac- 
tors, not the Defense Department, are the people who really have the 
biggest say in military procurement, for in the case of a multimillion 
dollar order there might be several hundred subcontracts. Yet, when 
it comes to saying who shall get them, the Department of Defense is 
left completely out of the decision. This should be corrected." 

T h u s ,  on the  p a r t  of G o v e r n m e n t  e x t e r n a l  to the  s e r v i c e s ,  we h a v e  
a p o s i t i o n  tha t  the  s e r v i c e s  m u s t  e x e r c i s e  g r e a t e r  c o n t r o l  o v e r  the  
a c t i v i t i e s  of p r i m e  c o n t r a c t o r s  t han  t h e y  p r e s e n t l y  a r e  do ing .  

At the other end of the spectrum, an industrialist made the follow- 
ing statement recently, in speaking on the subject of single prime con- 

tracting: 

"Having taken the step to concentrate responsibility, it is anomal- 
ous to whittle away at the authority needed to carry out the responsi- 
bility. Resort to it should be avoided whenever possible. It should be 
obvious that control over the choice of subcontractors, review of make- 

or-buy decisions - i. e., whether something shall be made in-plant or sub- 

contracted" prior approval of pricing, and comparable actions each dim- 
minish, and in total can destroy, a prime contractor's ability to accept 

2 



to ta l  r e s p o n s i b i l i t y  fo r  p r i c e ,  qua l i ty ,  and p e r f o r m a n c e .  Th i s  is  a fac t  
of l i fe  which  the  A i r  F o r c e  m u s t  r e c o g n i z e ,  ju s t  as  i n d u s t r y  has  to r e c -  
ogn i ze  the  p r a c t i c a l  i m p a c t s  on the  A i r  F o r c e  of p o l i t i c a l  p r e s s u r e s .  
It is not  b a s e d  m e r e l y  upon b u s i n e s s  c u s t o m s ,  t r a d i t i o n s ,  and h a b i t s ,  
but,  r a t h e r ,  that  c u s t o m s  and hab i t s  have  evo lved ,  o v e r  m o r e  than  a 
c e n t u r y ,  a s  a r e s u l t  of the  l e s s o n s  e x p e r i e n c e  has taught  A m e r i c a n  
b u s i n e s s m e n .  Thus ,  we know a u t h o r i t y  m u s t  a c c o m p a n y  r e s p o n s i b i l -  
ity; and th is  fac t  cannot  be  l e g i s l a t e d  a w a y . "  

Some  of m y  f r i e n d s  in i n d u s t r y  have  e x p r e s s e d  the  s a m e  thought  
m o r e  b lun t ly  to m e ,  to th is  ef fect :  "You fo lks  in the  s e r v i c e  h a v e  gone  
too f a r  in c o n t r o l l i n g  m a n a g e m e n t  in the  p e r f o r m a n c e  of c o n t r a c t s .  If 
you would k e e p  your  c o t t o n - p i c k i n g  f i n g e r s  out of our  b u s i n e s s ,  we could  
g ive  you b e t t e r  weapons  at l e s s  cos t  in a s h o r t e r  t i m e ,  and m a k e  m o r e  
p r o f i t . "  

W h e r e ,  b e t w e e n  the  e x t r e m e s  invo lved ,  does  the  c o u r s e  of n a t i o n a l  
i n t e r e s t  l i e ?  R a t h e r  than t r y  to a n s w e r  this  quest ion~ I would l ike  to 
lay  out fo r  you s o m e  of the  p r o s  and cons  and let  you d r a w  your  own 
c o n c l u s i o n s .  T h e r e  is s o m e  v a r i a t i o n  in d e g r e e  of p r a c t i c e  a m o n g  the  
s e r v i c e s ;  so  I wi l l  t r y  to p h r a s e  m y  c o m m e n t s  in s u c h  a way as to avo id  
o v e r s t a t i n g  or  u n d e r s t a t i n g  any  ind iv idua l  s e r v i c e  pos i t i on .  

F i r s t ,  le t  m e  c o n s i d e r  the b r o a d  q u e s t i o n  w h e t h e r  the  s e r v i c e s  a r e  
w a r r a n t e d  in e x e r c i s i n g  any  d e g r e e  of i n f l u e n c e  a f t e r  a c o n t r a c t  is 
s i g n ed .  Then  I would l ike  to m e n t i o n  s o m e  s p e c i f i c  p r o b l e m s  in the  
c o u r s e  of c o n t r a c t  p e r f o r m a n c e  and d i s c u s s  t h e m .  

The  s u b s t a n c e  of the  quote  f r o m  i n d u s t r y  which  I r e a d  runs  s o m e -  
th ing  l ike  th is :  It i s  a x i o m a t i c  that  a u t h o r i t y  and r e s p o n s i b i l i t y  m u s t  
r u n  t o g e t h e r .  If the  s e r v i c e s  a r e  to r e l y  on i n d u s t r y  to p r o d u c e  t h e i r  
h a r d w a r e ,  t h e y  shou ld  t e l l  i n d u s t r y  what  t hey  want,  a g r e e  on a p r i c e  
and d e l i v e r y  s c h e d u l e ,  and l e a v e  i n d u s t r y  a lone  to fu l f i l l  i ts  c o n t r a c t .  

The  i n s c r i p t i o n  on the  o t h e r  s i d e  of th is  co in  is b o t t o m e d  on two 
f a c t o r s :  (1) the  i n h e r e n t  d i f f i cu l ty  in a r r i v i n g  at  a p r o p e r  d e s c r i p t i o n ,  
p r i c e ,  and d e l i v e r y  s c h e d u l e  in the  c a s e  of t h o s e  i t e m s  which  c l a i m  the  
p r e p o n d e r a n c e  of the  m i l i t a r y  budge t ,  and (2) the  a b s e n c e  or  i n a d e q u a c y  
of any  m e a s u r e  of d a m a g e s  in the  even t  of f a i l u r e  to p e r f o r m  by the con-  
t r a c t o r .  

With  r e f e r e n c e  to the  f i r s t  point ,  I p a r t i c i p a t e d  in a c o n g r e s s i o n a l  
h e a r i n g  one t i m e  at which  G e n e r a l  Haugen  was a s k e d  about  the  p r o c e s s  



by w h i c h  a s p e c i f i c a t i o n  is  e v o l v e d .  He b e g a n  h i s  a n s w e r  by stating..  
" T h e  f i r s t  t h ing  we h a v e  to d e c i d e  is  w h e t h e r  we  know wha t  we w a n t . "  
The  m e m b e r s  of the  c o m m i t t e e  went  in to  a d e e p  s h o c k  a t  th i s  s t a t e -  
m e n t  and  r e q u i r e d  a lot  of e x p l a n a t i o n  to r e c o v e r .  

H o w e v e r  a n o m a l o u s  it m a y  sound ,  the  f ac t  is  t ha t  the  s e r v i c e s  
u s u a l l y  d o n ' t  know wha t  t h e y  want  w h e n  t h e y  e m b a r k  on a n e w  w e a p o n  
s y s t e m  p r o g r a m .  T h e y  t h i n k  t h e y  know wha t  t h e y  want  to a c c o m p l i s h  
wi th  it ,  but if  t h e y  knew enough  about  the  s t a t e  of the  a r t  of a l l  t he  s y s -  
t e m s  and  s u b s y s t e m s  i n v o l v e d  to d e s c r i b e  t h e m  wi th  p a r t i c u l a r i t y ,  t h e y  
wou ld  be  buy ing  the w r o n g  w e a p o n  s y s t e m ,  b e c a u s e  it would  no t  be  
o b s o l e s c e n t ,  at  b e s t .  

The  s e r v i c e s  t ake  the  p o s i t i o n  tha t  t h e y  c a n ' t  get  r e q u i r e m e n t s  fo r  
p e r f o r m a n c e  b e y o n d  tha t  w h i c h  a l r e a d y  h a s  b e e n  a c h i e v e d  and  e x p e c t  
to be  ab l e  to s p e c i f y  what  i t  w i l l  look  l i ke  and how it w i l l  o p e r a t e  in 
s u c h  d e t a i l  as  to m a k e  d e f i n i t i v e  p r i c i n g  and  d e l i v e r y  s c h e d u l e s  p o s s i -  
b l e .  In s u m m a r y ,  then ,  the  s e r v i c e  p o s i t i o n  is  tha t  i t  is  v i r t u a l l y  i m -  
p o s s i b l e  to  m e e t  the  c o n d i t i o n s  se t  if you m u s t  m o d e r n i z e  a c o m b a t  
f o r c e .  

L e t ' s  a s s u m e ,  h o w e v e r ,  f o r  the  s a k e  of a n a l y s i s ,  tha t  i t  w e r e  
p o s s i b l e  to  a g r e e  on a d e s c r i p t i o n ,  p r i c e ,  and  a d e l i v e r y  s c h e d u l e ,  
what  would  be the  m e a s u r e  of d a m a g e s  in the  e v e n t  of f a i l u r e  to p e r -  
f o r m ?  What  d a m a g e s  do you  a s k  of a c o n t r a c t o r  when  you  h a v e  to 
f ight  a w a r  wi thou t  the  m i s s i l e  X he f a i l e d  to d e I i v e r  on t i m e 7  I n d e e d ,  
if you  l o s e  the  w a r ,  w h e r e  a r e  you going  to  f ind  a t r i b u n a l  in w h i c h  to 
s u e  h i m  ? 

L e t ' s  s u p p o s e ,  however~  tha t  you  d i d n ' t  have  a w a r .  If we  i g n o r e  
the  p r i o r  w o r k  done  on the  A t l a s  and t a k e  1954 as  the  b e g i n n i n g  d a t e  of 
the  p r o g r a m ,  it  took  f ive  y e a r s ,  wi th  the  h i g h e s t  p r i o r i t y ,  to d e l i v e r  
the  f i r s t  o p e r a t i o n a l  m i s s i l e  in to  i n v e n t o r y .  

If you  m a k e  the  c o n t r a c t  f o r  the  d e l i v e r y  of a m i s s i l e  f i ve  y e a r s  
h e n c e ,  go off and wa i t  f o r  the  t i m e  s p e c i f i e d ,  and  t hen  f ind tha t  the  
m i s s i l e  won ' t  p e r f o r m  as  p r o m i s e d ,  what  do you do?  How do you  
m a k e  up in  d e v e l o p m e n t  fo r  the  f ive  y e a r s  l o s t ?  How do you  pin  down 
the  c o s t s  of a l l  the  i n t e r n a l  p h a s i n g  a c t i o n s  r e q u i r e d  to a c t i v a t e  the  
un i t s  fo r  w h i c h  you t h e n  have  no w e a p o n s ?  How do you a s s e s s  the  
d e t e r r e n c e  v a l u e  los t  b e c a u s e  you don ' t  h a v e  the  m i s s i l e s ?  And,  e v e n  
if you cou ld  a n s w e r  t h e s e  q u e s t i o n s ,  what  c o n t r a c t o r  ha s  the  f i n a n c i a l  
c a p a b i l i t y  to r e s p o n d  in d a m a g e s  to the  a s t r o n o m i c a l  s u m s  i n v o l v e d ?  
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Of c o u r s e ,  in p r e s e n t i n g  the  s e r v i c e  v iewpoin t ,  I have  o v e r s i m p l i -  
f i ed  the  m a t t e r ;  but th is  is one  of t h o s e  c a s e s ,  p e r h a p s ,  when  o v e r s i m -  
p l i f i c a t i on  is  j u s t i f i e d  in o r d e r  to poin t  up the  i s s u e .  

Hav ing  l ooked  at  s o m e  of the  b r o a d  a s p e c t s  of the  q u e s t i o n  w h e t h e r  
the  s e r v i c e s  should  e x e r c i s e  s o m e  i n f l u e n c e  o v e r  c o n t r a c t  p e r f o r m a n c e ,  
l e t ' s  look a t . a  few of the  s p e c i f i c s  invo lved .  

T h e r e  a r e  m a n y  s p e c i f i c  a r e a s  w h e r e  s e r v i c e  i n f l u e n c e  can be 
b ro u gh t  to b e a r  on c o n t r a c t  p e r f o r m a n c e .  R a t h e r  than  l i s t  t h e m  and 
d i s c u s s  t h e m  one at  a t i m e ,  I would l ike  to l ump  t h e m  into  two c a t e -  
g o r i e s :  t h o s e  which  a r e  e s s e n t i a l l y  i n - p l a n t  a c t i o n s  and t h o s e  wh ich  in-  
vo lve  s u b c o n t r a c t i n g .  Such a c a t e g o r i z a t i o n  m a y  not  s t and  up to an  
a c a d e m i c  a n a l y s i s ,  but I b e l i e v e  i t  w i l l  su f f i ce  for  th is  p u r p o s e .  

L e t  m e  i l l u s t r a t e  i n - p l a n t  a c t i o n s  with m a k e - o r - b u y  d e c i s i o n s ,  and 
c o n f i g u r a t i o n  o r  d e s i g n  c o n t r o l .  The  o t h e r  c a t e g o r y  is  i l l u s t r a t e d  by 
s e l e c t i o n  of s u b c o n t r a c t  s o u r c e ,  e i t h e r  as  a p a r t  of a s o - c a l l e d  " t e a m  
p r o p o s a l "  o r  s u b s e q u e n t  to c o n t r a c t  a w a r d ,  and a l s o  by p r i c i n g  of sub-  
c o n t r a c t s .  

I n d u s t r y  has  m a n y  a r g u m e n t s  in s u p p o r t  of i ts  p o s i t i o n  of n o n i n t e r -  
v e n t i o n  by the s e r v i c e s  in m a k e - o r - b u y  d e c i s i o n s .  Le t  m e  l i s t  a few 
of t h e m .  

The  c o n t r a c t o r  b ids  on the  b a s i s  of h is  to ta l  r e s o u r c e s  to do the  
job; he  knows h i s  own c a p a b i l i t i e s  and m e t h o d s  m u c h  b e t t e r  than  the  
s e r v i c e  i n v o l v e d  does ;  he  can  c o n t r o l  cos t s  in h i s  own p lan t  b e t t e r  than  
in that  of a s u b c o n t r a c t o r ;  and the  s a m e  is  t r u e  of i n t e g r a t i o n  of c o m -  
p o n en t s  ~ in to  s u b s y s t e m s .  L i n e s  of b u s i n e s s  which  he wi l l  p u r s u e  a r e  
m a t t e r s  of m a n a g e m e n t  p r e r o g a t i v e  u n d e r  a d e m o c r a t i c  f o r m  of gov-  
e r n m e n t ;  and if  he  wants  to r i s k  h is  s t o c k h o l d e r s '  m o n e y  in a f i e ld  
wh ich  is  o u t s i d e  h is  p r i o r  e x p e r i e n c e ,  that  is  a m a t t e r  b e t w e e n  m a n a g e -  
m e n t  and the c o m p a n y  b o a r d  of d i r e c t o r s .  He is  p e r f e c t l y  c a p a b l e  of 
a s c e r t a i n i n g  the  ex t en t  of open  c a p a c i t y  in  s u b c o n t r a c t  i n d u s t r i e s  and  
e v a l u a t i n g  it a g a i n s t  h is  own c a p a b i l i t i e s .  If the  s e r v i c e s  th ink  t h e y  
have  m o r e  i n f o r m a t i o n  on open  c a p a c i t y  than  he  has ,  le t  t h e m  s u p p l y  it 
to h im;  but t he  fact  that  he  is  s t i l l  in b u s i n e s s  is  p r e t t y  good e v i d e n c e  
tha t  he d o e s n ' t  n e e d  t h e i r  h e l p  in e v a l u a t i n g  the  i n f o r m a t i o n .  

On the  q u e s t i o n  of d e s i g n  c o n t r o l ,  i n d u s t r y  po in ts  out tha t  the  con-  
t r a c t o r ' s  s ta f f  has  put t h o u s a n d s ,  and s o m e t i m e s  m i l l i o n s ,  of e n g i n e e r -  
ing  h o u r s  in to  the  d e s i g n .  Obvious ly ,  t hey  r e a s o n ,  no one e l s e  can h a v e  
the  d e t a i l e d  f a m i l i a r i t y  n e c e s s a r y  to d e t e r m i n e  when  and how it shou ld  
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be changed.  The c o n t r a c t o r  f ee l s  that  s e r v i c e  r e p r e s e n t a t i v e s ,  for  a 
v a r i e t y  of r e a s o n s ,  t r a d i t i o n a l l y  a r e  ove rcau t ious  and a r e q u i r e m e n t  
for  r e v i e w  by t h e m  l i m i t s  the f l ex ib i l i ty  of i n d u s t r y  e n g i n e e r s .  F u r t h e r ,  
such  r e v i e w s  r e q u i r e  an un jus t i f iab le  amount  of unproduc t ive  t i m e  in 
expla in ing  de ta i l s ,  r e s u l t  in de lays  in m a k i n g  d e c i s i o n s ,  and t h e r e b y  
i n c r e a s e  the  t i m e  span be tween  des ign  and inven to ry .  To be b r u t a l l y  
f rank ,  i n d u s t r y  a v e r s  that  the s e r v i c e  r e p r e s e n t a t i v e s  do not have the 
c o m p e t e n c e  to pass  on such  ques t ions  and they  ci te  as the b e s t  e v i d e n c e  
of that the fact  that  they  have not been  h i r e d  oy i n d u s t r y  at m u c h  h ighe r  
r a t e s  of pay. 

So go the a r g u m e n t s  in suppor t  of the i n d u s t r y  bas ic  pos i t ion  " L e t  
m e  a lone  to do m y  w o r k . "  

In gene ra l ,  s e r v i c e s  accep t  the va l id i ty  of m o s t  of the a r g u m e n t s  
on m a k e - o r - b u y  d e c i s i o n s .  They  have a n u m b e r  of "bu t s"  to add to 
t hem,  h o w e v e r .  R e c o g n i z i n g  the capab i l i t i e s  and l e g i t i m a t e  a s p i r a t i o n s  
of a c o n t r a c t o r ,  the fact  r e m a i n s  that s p e c i a l i z e d  f ac i l i t i e s  f r e q u e n t l y  
a r e  r e q u i r e d  to p roduce  componen t s  and s u b s y s t e m s .  W h e r e  a po ten-  
t ia l  s u b c o n t r a c t o r  has d e m o n s t r a t e d  capabi l i ty  to p roduce ,  and has such  
f ac i l i t i e s ,  for  which the G o v e r n m e n t  a l r e a d y  has paid, e i t h e r  d i r e c t l y  
or  i n d i r e c t l y ,  the s e r i v c e s  a r g u e  that  t h e r e  should  be s o m e  v e r y  s t r o n g  
r e a s o n  p r e s e n t  to w a r r a n t  dupl ica t ion  of capi ta l  i n v e s t m e n t  in new fac i l -  
i t i es  at  the c o n t r a c t o r ' s  plant.  

The m i l i t a r y  be l i eve  that ano the r  c o n s i d e r a t i o n  beyond that  of f ac i l -  
i t i es  e n t e r s  into the p i c tu re .  As bas ic  war  concep ts  advance ,  i n d u s t r i a l  
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  n e c e s s a r i l y  change;  but r e g a r d l e s s  of the 
d e g r e e ,  s o m e  c o n s i d e r a t i o n  for  p o s t - D - d a y  p roduc t ion  m u s t  be r e t a i n e d .  
It, t h e r e f o r e ,  fol lows that  the s e r v i c e s  cannot  c o m p l e t e l y  i g n o r e  ind iv id -  
ual ac t ions  in p e a c e t i m e  which,  in t h e i r  a g g r e g a t e ,  l o n g - t e r m  opera t ion ,  
migh t  tend to d e s t r o y  an ex i s t i ng  i n d u s t r i a l  capabi l i ty .  

More  i m m e d i a t e  than that ,  howeve r ,  is  the ind ica t ed  fact  that  a 
p ro longed  cold war  s i tua t ion  wil l  cont inue  for  a long pe r iod  the p r e s e n t  
r e l a t i v e l y  high l eve l  of d e f e n s e  produc t ion .  Without r e f e r e n c e ,  t h e r e -  
fo re ,  to mob i l i z a t i on  c o n s i d e r a t i o n s ,  the s e r v i c e s  fee l  that  they  m u s t  
take  cogn izance  of p r o p o s e d  ac t ions  by one s e g m e n t  of i n d u s t r y  which 
m ay  affect  the cont inued ava i l ab i l i t y  of ano the r  ex i s t ing  s e g m e n t  for  
c o m p e t i t i on  in p r o j e c t e d  c u r r e n t  de f ense  d e v e l o p m e n t  and p roduc t ion .  

Gran t ing  the ab i l i ty  of the c o n t r a c t o r  to eva lua te  his own capab i l i t i e s ,  
inc luding  those  of his  s e p a r a t e  d iv i s ions  and subd iv i s ions ,  the ob jec t iv i ty  
of that eva lua t ion  v e r s u s  those  of po ten t ia l  subs is not a lways c o m p l e t e l y  
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s e l f - e v i d e n t  to  t h o s e  in  u n i f o r m - - p a r t i c u l a r l y  w h e n  t h e  c o n t r a c t o r  h a s  
e m b a r k e d  on a p r o g r a m  of d i v e r s i f i c a t i o n  of  e f f o r t ,  o r  w h e n  o n e  of  h i s  
c o r p o r a t e  d i v i s i o n s  e n g a g e d  in c o m m e r c i a l  p r o d u c t i o n  n e e d s  s o m e  v o l -  
u m e  to  a b s o r b  s o m e  of  i t s  o v e r h e a d  a n d  t h u s  p e r m i t  h i m  to  o p e r a t e  t h e  
d i v i s i o n  a t  a n  o v e r a l l  p r o f i t .  

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

On  t h e  s u b j e c t  of i n t e g r a t i o n  of c o m p o n e n t s  i n to  s u b s y s t e m s ,  s o  
l o n g  a s  t h e  p r i m e  c o n t r o l s  s p e c i f i c a t i o n s ,  m e t h o d s ,  and  p r a c t i c e s ,  i t  
is  d i f f i c u l t  f o r  t h e  m i l i t a r y  b u y e r  to  s e e  w h y  i n t e g r a t i o n  c o n s t i t u t e s  
m o r e  o f  a p r o b l e m  w h e n  f a b r i c a t i o n  i s  a c c o m p l i s h e d  a t  t h e  p l a n t  of a 
s u b  t h a n  i t  d o e s  a t  a n o t h e r  d i v i s i o n  of  t h e  c o n t r a c t o r .  

T h e r e  i s  n o t h i n g ,  p e r h a p s ,  w h i c h  g e n e r a t e s  a s  m u c h  e m o t i o n  a s  
t h e  m a t t e r  of  d e s i g n  c o n t r o l .  W h e n  one  c o n s i d e r s  t h a t  he  h a s  c r e a t e d  
s o m e t h i n g ,  i t  b e c o m e s  h i s  baby ;  a n d ,  a s  in  t h e  c a s e  of  n a t u r a l  c h i l d r e n ,  
t h e  f a t h e r  d o e s  no t  t a k e  k i n d l y  to  c o r r e c t i o n  of  h i s  c r e a t i o n  by  o t h e r s .  
W h e n  y o u  h a v e  p e o p l e  in  i n d u s t r y  a n d  in t h e  s e r v i c e s  who  h a v e  p a r t i c i -  
p a t e d  in  c r e a t i o n  a n d  t h i s  f e e l i n g  of  p a t e r n i t y  on  b o t h  s i d e s  w h i c h  i s  
o f t e n  t h e  c a s e ,  y o u  n a t u r a l l y  a r e  g o i n g  to  h a v e  t r o u b l e s .  

M a n y  r e a s o n s  a r e  a s s i g n e d  f o r  t he  p o s i t i o n  on  t h i s  q u e s t i o n  t a k e n  
by  t h e  s e r v i c e s ,  of  w h i c h  I w i l l  m e n t i o n  o n l y  t w o .  F i r s t  a n d  f o r e m o s t  
i s  t h e  b e l i e f  t h a t  t h e  o n l y  p u r p o s e  of b u y i n g  a w e a p o n  i s  to  s a t i s f y  a n  
o p e r a t i o n a l  r e q u i r e m e n t .  T h e  u s e r ,  q u i t e  n a t u r a l l y ,  f e e l s  t h a t  h e  i s  
t h e  b e s t  j u d g e  w h e t h e r  a c h a n g e  i s  r e s p o n s i v e  to  h i s  o p e r a t i o n a l  r e q u i r e -  
m e n t .  T h e  s e c o n d  is  a l s o  a p r e t t y  f u n d a m e n t a l  o n e - - m o n e y .  W e a p o n s  
u s u a l l y  a r e  n o t  b o u g h t  on  a f i x e d - p r i c e  b a s i s ,  a n d  i t  s e e m s  to  t h e  s e r v -  
i c e s  p r e t t y  r e a s o n a b l e  t h a t  h e  w h o  p a y s  t h e  p i p e r  s h a l l  c a l l  t h e  t u n e .  

N ow  le t  m e  t u r n  to  t h e  s e c o n d  c a t e g o r y ,  i .  e . ,  s u b c o n t r a c t  c o n s i d -  
e r a t i o n s .  O n c e  i t  i s  d e c i d e d  t h a t  w o r k  w i l l  n o t  be  d o n e  i n - p l a n t ,  t h e  
p r o b l e m  of  s o u r c e  s e l e c t i o n  a n d  t h e  c o r o l l a r y  o n e  o f  p r i c i n g  o f  s u b c o n -  
t r a c t s  c o m e  to  t h e  f o r e f r o n t .  T h e  p r i m e  c o n t r a c t o r  p o i n t s  ot~t t h a t  h e  
h a s  r e l a t i o n s h i p  p r o b l e m s  w i t h  w h o e v e r  is  s e l e c t e d  to  do  s u b c o n t r a c t  
w o r k .  A g a i n ,  h e  i s  r e s p o n s i b l e  no t  o n l y  f o r  q u a l i t y  of  t h e  s u b s y s t e m  o r  
c o m p o n e n t ,  bu t  a l s o  f o r  i n t e g r a t i o n  i n t o  t h e  end  i t e m  a n d  f o r  i t s  d e l i v e r y  
on  s c h e d u l e .  H o w  c a n  y o u  e x p e c t  h i m  to  d i s c h a r g e  t h o s e  responsibilities, 
h e  a s k s ,  u n l e s s  he  h a s  a c o m p l e t e l y  f r e e  h a n d  in  s e l e c t i n g  t h o s e  w i t h  
w h o m  he  i s  t o  w o r k ?  
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On t e a m  p r o p o s a l s ,  t h e  p r i m e  s e l e c t s  h i s  p r o s p e c t i v e  s u b s y s t e m  
s u b c o n t r a c t o r ,  and  t h a t  p a r t  of h i s  s u b m i s s i o n  i s  i n t e g r a t e d  i n t o  t h e  
w h o l e .  It  c o s t s  m o n e y  to  p r o d u c e  p r o p o s a l s  a n d  i f  t h e  s e r v i c e s  a r e  
g o i n g  to  a c c e p t  h i s  b id ,  he  f e e l s  t h a t  t h e y  s h o u l d  a c c e p t  a l l  of  i t  a n d  no t  
s p e c i f i c a l l y  r e j e c t  one  p a r t  o r  r e q u i r e  t h a t  p a r t  to  b e  pu t  ou t  f o r  c o m -  
p e t i t i v e  b i d s .  S u c h  a p r a c t i c e ,  he  s a y s ,  w i l l  h a v e  t h e  e f f e c t  o f  k i l l i n g  
t e a m  e f f o r t s  in  w o r k i n g  up  p r o p o s a l s  on  c o m p l e x  w e a p o n s  s y s t e m s .  A l l  
t h i n g s  c o n s i d e r e d ,  i n d u s t r y  f e e l s  t h a t  i t s  r i g h t  to  s e l e c t  i t s  own  s u b c o n -  
t r a c t o r s  s h o u l d  be  u n f e t t e r e d .  

On t h e  s u b j e c t  o f  p r i c i n g  s u b c o n t r a c t s ,  i n d u s t r y  a l l e g e s  t h a t  t h e r e  
i s  a v a s t  d i f f e r e n c e  b e t w e e n  i n d u s t r i a l  p u r c h a s i n g  a n d  G o v e r n m e n t  p r o -  
c u r e m e n t ,  b e c a u s e  o f  t he  c o m p e t i t i v e  s i t u a t i o n  w h i c h  e x i s t s  b e t w e e n  t h e  
p r i m e  a n d  s u b  in  a n  i n d u s t r y  w h e r e  t h e r e  i s  m u c h  c r o s s  s u b c o n t r a c t i n g .  
A n  e x a m p l e  of  t h i s  w o u l d  be  w h e r e  C o m p a n y  A i s  a s u b  to  C o m p a n y  B 
on  o n e  c o n t r a c t ,  bu t  t h e  r e v e r s e  i s  t r u e  on a n o t h e r  c o n t r a c t  w h e r e  C o m -  
p a n y  A i s  t h e  p r i m e .  E v e n  w h e r e  c o m p e t i t i v e  p r i c i n g  c a n n o t  be  o b t a i n e d  
f o r  a g i v e n  i t e m ,  in  t h i s  e n v i r o n m e n t ,  C o m p a n y  A f e e l s  t h a t  i t  c a n ' t  a s k  
f o r  a c o s t  b r e a k d o w n  f r o m  C o m p a n y  B,  f o l l o w e d  by  an  a u d i t ,  b e c a u s e  B 
m a y  a s k  t h e  s a m e  t h i n g  t o m o r r o w  w h e n  t h e i r  r o l e s  a r e  r e v e r s e d ;  a n d  he  
c e r t a i n l y  i s n ' t  g o i n g  to  g i v e  B i n f o r m a t i o n  w h i c h  w i l l  e n a b l e  B to  u n d e r b i d  
h i m  w h e n  t h e y  b o t h  a r e  b i d d i n g  on  a n e w  job  n e x t  w e e k .  In  a d d i t i o n ,  s u c h  
a n  e x c h a n g e  of  i n f o r m a t i o n  c o u l d  h a v e  a n t i - t r u s t  i m p l i c a t i o n s .  

A n y h o w ,  t h e y  a s s e r t ,  r e n e g o t i a t i o n  r e s u l t s  of  s u b c o n t r a c t o r  indus- 
tries, (which is a review of gross profits on defense work within a fiscal 

year) do not indicate that any overall excessive profits are being made. 
It is normal to expect a company to make more money on some jobs than 
on others; and, so long as the overall result is reasonable, the Govern- 
ment has no basis for complaint. 

T h e  s e r v i c e s  do  r e c o g n i z e  t h a t  t h e r e  a r e  d i f f e r e n c e s  b e t w e e n  i n d u s -  
t r i a l  a n d  G o v e r n m e n t  b u y i n g ,  bu t  t h e y  f ind  i t  h a r d  to  a c c e p t  t h e  p r o p o s i -  
t i o n  t h a t  i n d i v i d u a l  bad  p r o c u r e m e n t s  a r e  n o t  i m p o r t a n t  s o  l o n g  a s  t h e  
o v e r a l l  o p e r a t i o n  of  t h e  s u b  d o e s  n o t  p r o d u c e  a n  e x c e s s i v e  p r o f i t  p i c t u r e .  
In  t h e  f i r s t  p l a c e ,  s o  f a r  a s  r e n e g o t i a t i o n  is  c o n c e r n e d ,  t h o s e  in  u n i f o r m  
p o i n t  ou t  t h a t  s u b c o n t r a c t s  a n d  p r i m e  c o n t r a c t s  a r e  c o n s i d e r e d  t o g e t h e r ;  
a n d  w h e r e  t h e r e  i s  a s u b s t a n t i a l  a m o u n t  of  c r o s s  s u b c o n t r a c t i n g  i n v o l v e d ,  
t h e  f a c t  t h a t  e x c e s s i v e  p r o f i t s  a r e  no t  f o u n d  by  r e n e g o t i a t i o n  i s  n o t  m e a n -  
i n g f u l  w i th  r e l a t i o n  to  s u b c o n t r a c t  p r o f i t s .  

E v e n  m o r e  i m p o r t a n t ,  h o w e v e r ,  in  t h e  o p i n i o n  of  t h e  s e r v i c e s ,  i s  
t h e  f a c t  t h a t  a t i g h t  p r o f i t  m a r g i n  p r o b a b l y  is  t h e  g r e a t e s t  i n c e n t i v e  to  
e f f i c i e n c y  w h i c h  e x i s t s .  E l i m i n a t e  t h a t  i n c e n t i v e  a n d  y o u  h a v e  a b r e e d i n g  
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g r o u n d  f o r  i n e f f i c i e n c y .  In  a n o r m a l  p l a n t  you  d o n ' t  h a v e  i n e f f i c i e n c y  
on  o n e  c o n t r a c t  a n d  e f f i c i e n c y  on a n o t h e r .  T h e  d i s e a s e  of i n e f f i c i e n c y  
s p r e a d s  t h r o u g h o u t  t he  w h o l e  f a b r i c  and  t h e  r e s u l t  i s  h i g h - c o s t  p r o d u c -  
t i o n  e v e n  t h o u g h  t h e  p r o f i t s  a t t a i n e d  a r e  no t  g r e a t .  I f  t h e  b u y e r ' s  c o s t  
i s  h i g h e r  t h a n  i t  s h o u l d  be ,  a n d  t h e  s e l l e r  i s n ' t  m a k i n g  an  u n d u e  p r o f i t ,  
we  h a v e  a g o o d  e x a m p l e  of e c o n o m i c  w a s t e .  

H o w  v a l i d  is t h e  i n d u s t r y  p o s i t i o n  on o b t a i n i n g  c o s t  b r e a k d o w n s  
f r o m  s u b c o n t r a c t o r s  a n d  u s e  of  a u d i t o r s  w o r k i n g  f o r  t h e  p r i m e "  G r a n t -  
i n g  i t  a p r i m a  f a c i e  v a l i d i t y ,  t h e  s e r v i c e s  t a k e  t h e  p o s i t i o n  t h a t  t h e y  
h a v e  G o v e r n m e n t  a u d i t o r s  who  c a n  be  m a d e  a v a i l a b l e  in  c a s e s  w h e r e  
e i t h e r  p a r t y  d o e s  n o t  w a n t  t h e  p r i m e  to  u t i l i z e  h i s  own  s t a f f .  F u r t h e r ,  
c e r t i f i c a t i o n  by  t h e  s u b ' s  a u d i t o r  m a y  p r o v i d e  a n s w e r s  in  u n u s u a l  c a s e s .  
In  a n y  e v e n t ,  t h e y  f e e l  t h a t  r e p e a t e d  e x a m i n a t i o n  of p r i c i n g  of  s u b c o n -  
t r a c t s  by  t h e  GAO and  o t h e r  G o v e r n m e n t  a g e n c i e s  w i t h i n  t h e  p a s t  c o u p l e  
of  y e a r s  i n d i c a t e s  t h a t  p o o r  p r i c i n g  m a y  be  t h e  r u l e ,  r a t h e r  t h a n  t h e  ex -  
c e p t i o n ,  a n d  t h a t  s o m e t h i n g  m u s t  g i v e  in  o r d e r  to  p r o d u c e  b e t t e r  r e s u l t s .  

In  t h i s  c o n n e c t i o n ,  I t h i n k  y o u  w i l l  be  i n t e r e s t e d  in  a n  e x c e r p t  f r o m  
a n  i n s p e c t o r  g e n e r a l ' s  r e p o r t  w h i c h  w a s  r e l e a s e d  j u s t  a f e w  d a y s  a g o .  
I a m  s u r e  t h a t  t h i s  i s  no t  c o n s i d e r e d  t y p i c a l  by  a n y o n e ,  bu t  t h e  I . G .  h a s  
t h i s  t o  s ay :  

" S o m e  p u r c h a s i n g  a g e n t s  r e p o r t e d  t h a t  m a n y  c o m p a n i e s  w e r e  u n w i l -  
l i n g  to  s u b m i t  c o m p r e h e n s i v e  a n d  d e t a i l e d  c o s t  b r e a k d o w n s  a n d  t h a t  o t h e r  
c o m p a n i e s r e f u s e d  to  f u r n i s h  a n y  t y p e  of  c o s t  b r e a k d o w n .  T h e  f o l l o w i n g  
p a r a g r a p h  t a k e n  f r o m  a c o n t r a c t o r ' s  l e t t e r  t o  t he  A i r  F o r c e ,  a l t h o u g h  
n o t  r e l a t e d  in  a n y  w a y  to  t h i s  s u r v e y ,  i s  q u o t e d  b e c a u s e  i t  i s  i n d i c a t i v e  
of  t h e  a t t i t u d e  of  s o m e  c o n t r a c t o r s  on  c o s t  a n a l y s i s .  

" ' O v e r  t h e  y e a r s ,  we  h a v e  b e e n  s u p p l y i n g  c o s t  b r e a k d o w n s ,  w h e n  
r e q u e s t e d ,  t h a t  w e r e  a c t u a l l y  no  m o r e  t h a n  an  a r b i t r a r y  b r e a k d o w n  of  
c o s t s  s o  a s  to  t o t a l  o u r  e s t a b l i s h e d  p r i c e .  M o s t  of  t h e s e  " g o t  b y , "  bu t  
n o w  a n d  t h e n  we  w o u l d  go c r a z y  w i t h  v i s i t i n g  c o s t  a n a l y s t s  who  t r i e d  to  
f i n d  c o n f i r m a t i o n  f o r  t h e s e  f i g u r e s .  R e c e n t l y ,  t h e r e  h a v e  b e e n  s o  m a n y  
r e q u e s t s  . . . f o r  c o s t  b r e a k d o w n s  t h a t  we  t h o u g h t  i t  w a s  t i m e  t h a t  y o u  
a n d  o u r s e l v e s  f a c e  t h e  f a c t  t h a t  we s i m p l y  (1) h a v e  no  c o s t  s y s t e m ,  a n d  
(2) s e e  no  r e a s o n  f o r  o n e ,  a n d  (3) w o u l d  no t  t r u s t  i t  i f  we h a d  i t .  ' "  

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

9 



e x t e n s i v e  d e v e l o p m e n t  w o r k  h a s  b e e n  d o n e  on s u b s y s t e m s ,  e i t h e r  G o v -  
e r n m e n t  o r  p r i v a t e l y  s u p p o r t e d ,  b e f o r e  t h e  w e a p o n  s y s t e m  p r o j e c t  i s  
i n i t i a t e d .  F r o m  a t i m e  and  m o n e y  s t a n d p o i n t ,  i t  s e e m s  to  t h e  m i l i t a r y  
o n l y  s e n s i b l e  t h a t  t h i s  d e v e l o p m e n t  e f f o r t  s h o u l d  be  u t i l i z e d .  

D i f f e r e n c e s  in e n g i n e e r i n g  a p p r o a c h  m a y  s t r i k e  d i f f e r e n t  r e s p o n s i v e  
c h o r d s  a s  b e t w e e n  t he  c o n t r a c t o r  and  t h e  s e r v i c e  i n v o l v e d .  P a r t i c u l a r l y  
in  t h e  c a s e  w h e r e  t h e  p r i m e  c o n t r a c t  i n c l u d e s  s u b s y s t e m  t y p e s  w h i c h  
p r e v i o u s l y  h a v e  b e e n  G o v e r n m e n t - f u r n i s h e d ,  t h e  s e r v i c e  m a y  f e e l  t h a t  
i t s  b a c k g r o u n d  of  e x p e r i e n c e  in  t he  f i e l d  g i v e s  i t  a b r o a d e r  b a s i s  f o r  
e v a l u a t i o n  t h a n  t h a t  of  t h e  c o n t r a c t o r .  

T h e  q u e s t i o n  w h e t h e r  to  a c c e p t  a t e a m  p r o p o s a l  in  t o t o  o r  to  r e j e c t  
a p a r t  s o m e t i m e s  p r o d u c e s  a k n o t t y  p r o b l e m .  O n c e  in  a w h i l e  a c l e a r l y  
s u p e r i o r  o v e r a l l  p r o p o s a l  w i l l  c o n t a i n  a f a c e t  w h i c h  a p p a r e n t l y  i s  i n -  
f e r i o r  to  t h e  c o r r e s p o n d i n g  s o l u t i o n  in  a n o t h e r  l e s s  a t t r a c t i v e  t o t a l  p r o -  
p o s a l .  A n o t h e r  s i t u a t i o n  w h i c h  h a s  o c c u r r e d  i s  t h a t  in  w h i c h  t h e  t e a m  
m e m b e r  i n v o l v e d  d o e s  n o t  a p p e a r  to  h a v e  a n t i c i p a t e d  a p r o b l e m  b e l i e v e d  
by  t h e  e v a l u a t o r  to  e x i s t  o r ,  i f  so ,  h a s  no t  i n c l u d e d  s u f f i c i e n t  i n f o r m a -  
t i o n  to  w a r r a n t  b e l i e f  t h a t  he  c a n  l i c k  i t .  R e q u i r i n g  t h e  p r i m e  to  t h r o w  
t h a t  p a r t i c u l a r  s e g m e n t  o p e n  to  c o m p e t i t i o n  i s  one  of t h e  w a y s  of  f i l l i n g  
g a p s  in  i n f o r m a t i o n  and  d e t e r m i n i n g  w h e t h e r  s o m e t h i n g  t h a t  l o o k e d  r e a l  
g o o d  a g a i n s t  t h e  b a c k g r o u n d  of  one  s y s t e m  p r o p o s a l  l o o k s  e q u a l l y  p r o m -  
i s i n g  in  t h e  c o n t e x t  of  a n o t h e r .  

Now l e t  m e  a t t e m p t  to  s u m m a r i z e  t h e  two  s i c e s  to  t h i s  q u e s t i o n .  
F r o m  a n  i n d u s t r y  v i e w p o i n t ,  a c o n t r a c t o r  n o r m a l l y  g o e s  t h r o u g h  s o m e  
k i n d  of  c o m p e t i t i o n - - d e s i g n ,  p r i c e ,  o r  o t h e r w i s e - - a n d  w i n s  t h e  c o n t r a c t  
a w a r d  on  t h e  b a s i s  of  a s u p e r i o r  p r o p o s a l .  H a v i n g  b e e n  g i v e n  t h e  r e -  
s p o n s i b i l i t y  to  p e r f o r m ,  he  f e e l s  t h a t  h i s  a u t h o r i t y  to  c a r r y  ou t  t h e  c o n -  
t r a c t  s h o u l d  be  u n t r a m m e l e d ,  s u b j e c t  to  t h e  r u l e s  g o v e r n i n g  o r d i n a r y  
b u s i n e s s  t r a n s a c t i o n s ,  in  t h e  c o m m e r c i a l  c o m m u n i t y .  He v i e w s  a n y -  
t h i n g  b e y o n d  t h i s  a s  a t h r e a t  to  f r e e  e n t e r p r i s e  m a n a g e m e n t  p r e r o g a t i v e s  
a n d  c h a r a c t e r i z e s  i t  a s  " c r e e p i n g  s o c i a l i s m .  " 

On t he  o t h e r  h a n d ,  t h e  s e r v i c e s  t a k e  t h i s  p o s i t i o n :  

" T h e  t h i n g s  we a r e  b u y i n g  w i th  t h e  p r e p o n d e r a n c e  of  o u r  p r o c u r e -  
m e n t  b u d g e t  a r e  no t  off  t h e  s h e l f  in  t h e i r  n a t u r e  a n d  u s u a l l y  h a v e  no  c o m -  
m e r c i a l  c o u n t e r p a r t .  T h e r e f o r e  t h e y  a r e  no t  s u b j e c t  to  t h e  s a m e  e c o -  
n o m i c  a n d  o t h e r  r e s t r a i n t s  in  d e v e l o p m e n t  a n d  m a n u f a c t u r e  a s  a r e  f o u n d  
w h e n  t h e r e  a r e  m u l t i p l e  s o u r c e s ,  e a c h  of  w h i c h  i s  s e e k i n g  to s e l l  p r o d u c t s  
w h i c h  e a c h  h a s  p r o d u c e d  a t  h i s  own  r i s k  to  a b r o a d  m a r k e t .  " 
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In  t h i s  f r a m e w o r k ,  t h e  s e r v i c e s  f e e l  t h a t  t h e y  m u s t  r e s e r v e  a right 
to  l o o k  a t  w h a t  t h e  c o n t r a c t o r  p r o p o s e s  to  do  and  to  p r o v i d e  a n  i n p u t  i f  
i t  s e e m s  w a r r a n t e d .  T h e y  r e c o g n i z e  t h a t  d i f f e r e n t  s i t u a t i o n s  i n v o l v i n g  
v a r i o u s  i n d i v i d u a l s  m a y  p r o d u c e  d i v e r g e n t  r e s u l t s ;  bu t ,  in  g e n e r a l  
p r a c t i c e ,  t h e  p o s i t i o n  of  t h e  m i l i t a r y  i s  t h a t  t h e y  a r e  a l o o k e r - o v e r - t h e -  
s h o u l d e r  of  i n d u s t r y  r a t h e r  t h a n  a d i r e c t o r ,  a n d  t h a t  i s  why  I h a v e  c h o -  
s e n  to  r e f e r  to  i n f l u e n c e  o v e r  c o n t r a c t  p e r f o r m a n c e  r a t h e r  t h a n  c o n t r o l .  

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

C A P T A I N  F IK E:  G e n e r a l  T h u r m a n  is  r e a d y  f o r  y o u r  q u e s t i o n s .  

Q U E S T I O N :  It s e e m s  t h a t  t h e  w e a p o n  s y s t e m  c o n c e p t ,  w h i c h  i s  a 
p r i m e  b u d g e t a r y  too l ,  I s u p p o s e ,  h a s  c a u s e d  n o t  o n l y  t h i s  b i g  p r o b l e m  
of  s u b c o n t r a c t i n g ,  bu t  in  i s s u i n g  a c o n t r a c t  on  a w h o l e  w e a p o n  s y s t e m  
b a s i s  i t  s e e m s  t h a t  t h e  s e r v i c e s  t h e m s e l v e s  l o s e  c o n t a c t  a n d  t h e  t e c h -  
n i c a l  a b i l i t y  to  t i e  t h e s e  t h i n g s  t o g e t h e r  b o t h  f r o m  a t e c h n i c a l  a n d  a 
m i l i t a r y  v i e w p o i n t ,  and  t h e y  g e t  i n to  t h i s  f i g h t  w i t h  t h e  p r i m e  c o n t r a c -  
t o r  t o o  a s  a r e s u l t  of i t .  So,  to  s o m e  e x t e n t  we h a v e  a c h i c k e n - a n d -  
e g g  d e a l ,  w h e r e  t h e y  s a y  t he  s e r v i c e s  d o n ' t  k n o w  how to h a n d l e  t h i s  
s t u f f  t e c h n i c a l l y ,  a n d  t h e y  d o n ' t  g e t  t h e  f a c t s ,  b e c a u s e  t h e y  i s s u e  c o n -  
t r a c t s  on  t h i s  w h o l e  w e a p o n  s y s t e m  b a s i s .  It  s e e m s  t h a t  p r i m a r i l y  one  
of  t h e  m o s t  i m p o r t a n t  t h i n g s  t h e  s e r v i c e s  c a n  do  i s  to  be  t h e  t i e r -  
t o g e t h e r  of t h e  s u b j e c t s ,  be  t h e  u n i t e r  of  t h e s e  t h i n g s ,  a n d  k n o w  h o w  t h e y  
c a n  u s e  p a r t s  of  s y s t e m s  in o t h e r  m i l i t a r y  u s e s ;  a n d  t h e y  c a n ' t  do  t h i s  
u n l e s s  t h e y  a r e  r i g h t  in  t h e  m i d d l e  of t h e  t h i n g .  

G E N E R A L  T H U R M A N :  Y o u ' v e  go t  h a l f  a d o z e n  q u e s t i o n s  t h e r e ;  n o t  
j u s t  o n e .  L e t  m e  a t t e m p t  to  c o r r e l a t e  t h e m ;  a n d ,  if  I d o n ' t ,  p l e a s e  j o g  

m e .  

F i r s t ,  on  t h i s  q u e s t i o n  of s i n g l e  p r i m e  p r o c u r e m e n t - - t h a t ' s  w h a t  I 
t h i n k  i t  o u g h t  to  be  c a l l e d  r a t h e r  t h a n  t h e  w e a p o n  s y s t e m  c o n c e p t ,  b e -  
c a u s e  t h a t ' s  c o m p l e t e l y  d i f f e r e n t - - i t  h a s  n o t  p r o d u c e d  t h e  s u b c o n t r a c t i n g  

p r o b l e m ,  i t  h a s  a c c e n t u a t e d  t h e  p r o b l e m .  

By t h a t  I m e a n  t h i s :  L e t ' s  t a k e  t h e  B - 7 0  c o n t r a c t  t h a t  we a r e n ' t  
g o i n g  f o r w a r d  w i t h  r i g h t  n o w ,  a s  h o p e d ,  a s  a c a s e  in  p o i n t .  T h e  d i f f e r -  
e n c e  b e t w e e n  t h e  B - 7 0  on  t h i s  q u e s t i o n  a n d  t h e  B - 5 2 ,  f o r  e x a m p l e - -  
w h i c h  w a s  d o n e  u n d e r  w e a p o n s  s y s t e m  m a n a g e m e n t  bu t  no t  u n d e r  s i n g l e  
p r i m e - - i s  t h a t  s o m e t h i n g  on  t h e  o r d e r  of s i x  o r  e i g h t  e q u i p m e n t  i t e m s  
a r e  b e i n g  b o u g h t ,  o r  w e r e  b e i n g  b o u g h t ,  f r o m  N o r t h  A m e r i c a n  t h a t  w o u l d  
h a v e  b e e n  b o u g h t  o r d i n a r i l y  f r o m  s i x  o t h e r  c o m p a n i e s .  Bu t  e a c h  o n e  of  
t h o s e  s i x  o r  e i g h t  d i f f e r e n t  c o m p a n i e s  w o u l d  h a v e  p r e s e n t e d  t h e  s a m e  
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s u b c o n t r a c t  p r o b l e m s  t h a t  a r e  r e p r e s e n t e d  t o d a y  on t h e  s e c o n d  t i e r  l eve l .  
T h e  o n l y  d L f f e r e n c e  i s  t h a t ,  i n s t e a d  of  b e i n g  f i r s t  t i e r ,  t h e y  a r e  s e c o n d  
t i e r .  You  h a v e  the  a d d i t i o n a l  h a l f  d o z e n ,  o r  t h e r e a b o u t s ,  of y o u r  m a j o r  
s u b s y s t e m s  in y o u r  p r i m e  s u b c o n t r a c t  p i c t u r e  t h a t  you  o t h e r w i s e  w o u l d  
n o t  have . -  

So b a s i c a l l y  t h e  p r o b l e m  a l w a y s  ha s  e x i s t e d .  I t  i s  a c c e n t u a t e d  in  
p a r t  by  s i n g l e - p r i m e  c o n t r a c t i n g .  It  is  a c c e n t u a t e d  in p a r t  by  t h e  f a c -  
t o r  t h a t  I m e n t i o n e d - - t h a t ,  r e g a r d l e s s  of how you  a r e  d o i n g  i t ,  you  a r e  
g e t t i n g  g r e a t e r  c o n c e n t r a t i o n  of  d o l l a r s  on  i n d i v i d u a l  c o n t r a c t s .  

Now,  t h a t ' s  no t  a m a t t e r  of  p o l i c y .  T h a t ' s  s o m e t h i n g  t h a t  i s  h a p -  
p e n i n g  b e c a u s e  of  e c o n o m i c  a n d  t e c h n i c a l  f o r c e s ;  and  w h e r e  y o u  h a v e  
t h a t  g r e a t e r  c o n c e n t r a t i o n  of d o l l a r s  in  i n d i v i d u a l  c o n t r a c t s ,  t h e y  b e -  
c o m e  e c o n o m i c a l l y  i m p o r t a n t ,  a n d  t h i n g s  of  t h a t  s o r t .  

Now,  to  go b a c k  to  y o u r  i n h o u s e  c a p a b i l i t y .  T h e  p r o g r e s s  of  t e c h -  
n o l o g y  in t h e  c o u r s e  of  t h e  l a s t  10 to 15 y e a r s  h a s  b e e n  s o  g r e a t  t h a t  i t  
p r o b a b l y  w o u l d  no t  h a v e  b e e n  p o s s i b l e  to  d e v e l o p  a c o m p l e t e  c a p a b i l i t y  
in  G o v e r n m e n t  to  p r o v i d e  a l l  of t h e  t e c h n i c a l  k n o w - h o w  t h a t  w a s  n e c e s -  
s a r y  to  t h e  b u i l d i n g  of t h e s e  n e w  w e a p o n s .  I t h i n k  t h a t  is  t r u e  r i g h t  
s t r a i g h t  a c r o s s  the  b o a r d  w i th  r e s p e c t  to  a l l  t h e  s e r v i c e s .  

Now,  i t  is  one  t h i n g  to  r e c o g n i z e  t h a t  y o u  c o u l d n ' t  h a v e  c r e a t e d  t h i s  
t o t a l  c a p a b i l i t y .  I t ' s  q u i t e  a n o t h e r  t h i n g  to  a s s e r t  t h a t  t h e r e  i s  n o  c a p a -  
b i l i t y  in t h e  s e r v i c e s ,  b e c a u s e  I t h i n k  t h e r e  is  a s u b s t a n t i a l  c a p a b i l i t y  
in e a c h  of  t he  s e r v i c e s ,  w h i c h  h a s  g r o w n  up a s  t h e s e  s t a t e s  of  t h e  a r t  
h a v e  p r o g r e s s e d .  But  t h e y  h a v e  g r o w n  up s i z e w i s e ,  a s  a c a p a b i l i t y  to  
m o n i t o r  t h e  t e r r i f i c  n u m b e r s  of  e n g i n e e r s  and  s c i e n t i s t s  who  m u s t  be  
w o r k i n g  on t h i s  t h i n g  t h r o u g h o u t  t h e  c o u n t r y .  A n d ,  w i t h  r e s p e c t  to t h e  
A r m y ,  N a v y ,  and  A i r  F o r c e  p e r s o n n e l ,  m y  own  e x p e r i e n c e  and  o b s e r -  
v a t i o n  h a v e  b e e n  t h a t  t h e y  a r e  s e c o n d  to n o n e .  

T h i s  b u s i n e s s  of  t y i n g  t o g e t h e r  t h e  a c t i v i t i e s  of  a l l  t h e  p e o p l e  i n -  
v o l v e d - - t h a t  is  r e a l l y  one  of  t he  b a s i c  n e c e s s i t i e s  w h i c h  r e q u i r e  t h e  
s e r v i c e s  to  i n t e r j e c t  t h e m s e l v e s  i n to  t h e  p e r f o r m a n c e  of  c o n t r a c t s .  You  
c a n ' t  t u r n  C o m p a n y  A l o o s e  to  p u r u s e  one  w e a p o n s  s y s t e m  a n d  C o m p a n y  
B c o m p l e t e l y  l o o s e  to  do  a n o t h e r  one .  If  f o r  no  o t h e r  r e a s o n ,  i t ' s  b e -  
c a u s e  t h e r e  a r e  a lo t  of  t h i n g s  t h a t  a r e  c o m m o n  to  t h e  t w o  o r  s u f f i c i e n t l y  
s i m i l a r  t h a t  s o m e b o d y  s h o u l d  be  a b l e  to  t i e  t h e m  t o g e t h e r .  

Now,  I t h i n k  t he  a n s w e r  to  t h i s  a s p e c t  of y o u r  q u e s t i o n  i s  t h a t  i t  is  
b e i n g  d o n e .  B a s i c a l l y ,  I h a v e  no  h e s i t a t i o n  in s a y i n g  t h a t  s u c h  is  a 
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c a t e g o r i c a l  f a c t .  How wel l  is a q u e s t i o n  on which ,  p e r h a p s ,  r e a s o n a b l e  
m e n  cou ld  d i f f e r .  

You m u s t  a l s o  r e m e m b e r  tha t  th i s  w e a p o n  s y s t e m  m a n a g e m e n t  
b u s i n e s s  i n v o l v e s  an  awfu l  lot of  i n t e r n a l  a c t i v i t i e s  wi th in  t he  s e r v i c e ,  
to ge t  i t s e l f  r e a d y  to u t i l i z e  a w e a p o n  s y s t e m  w h e n  the  h a r d w a r e  is 
m a d e  a v a i l a b l e .  You h a v e  d i f f e r e n t  m e c h a n i c s  in the  d i f f e r e n t  s e r v i c e s .  
In t he  A i r  F o r c e  we u s e  the  W e a p o n  S y s t e m  P r o j e c t  Of f i ce  a s  the  o v e r -  
a l l  m a n a g e r  of i n d u s t r y  p a r t i c i p a n t s ,  s e r v i c e  p a r t i c i p a n t s ,  and  e v e r y -  
b o d y  e l s e  i n v o l v e d .  

QUESTION:  A l i t t l e  bi t  m o r e  on the  s a m e  s u b j e c t :  It  would  s e e m  
to m e  t h a t  t h e  p o s i t i o n  of the  s e r v i c e  m a n a g e r s  and  the  s e r i v c e  p e o p l e  
c o n n e c t e d  wi th  w e a p o n s  s y s t e m s  would  be e n h a n c e d  if we d o n ' t  h a v e  one 
p r i m e  c o n t r a c t o r ,  but ,  r a t h e r ,  a n u m b e r  of p r i m e s  f o r  t he  d i f f e r e n t  
f a c e t s  of  t he  s y s t e m ,  e v e n  t hough  you  c e r t a i n l y  d o n ' t  ge t  a r o u n d  the  s u b -  
c o n t r a c t i n g  p r o b l e m  tha t  w a y .  It would  a l s o  s e e m  to m e  tha t  the  g e n e r a l  
t e n d e n c y  t h a t  has  b e e n  w o r k i n g  l a t e l y  to h a v e  one  p r i m e  is s o m e w h a t  
go ing  the  o t h e r  w a y - - t o w a r d  g e t t i n g  a m i n i m u m  of h a v i n g  one  p r i m e .  

G E N E R A L  THURMAN:  What  do you  m e a n  by " e n h a n c e  the  s e r v -  
i c e s  "? 

S T U D E N T :  I t h ink  it  cou ld  i n c r e a s e  the  p o s i t i o n  of the  s e r v i c e  to 
i n f l u e n c e  the  c o n t r a c t ,  in t ha t  you  cou ld  s a y  tha t  b e c a u s e  y o u ' v e  got  to 
t i e  t he  l a u n c h e r  to the  m i s s i l e  and  the  f i r e  c o n t r o l  to n a v i g a t i o n ,  and  
t h a t  has  got  to be done  by the  s e r v i c e ,  you  h a v e  a r i g h t  to know th i s  in -  
f o r m a t i o n ,  in f ac t ,  y o u ' v e  got  to k n o w  it,  in o r d e r  to  do t h i n g s ,  w h e r e -  
a s  if  one  c o m p a n y  is  r e s p o n s i b l e ,  you  h a v e  a r i g h t  to an  a r g u m e n t  a b o u t  
f i n d i n g  out m o r e  of the  d e t a i l s  t han  you  r e a l l y  n e e d  to know.  

G E N E R A L  THURMAN:  I t h ink  t h a t ' s  p r o b a b l y  t r u e .  If you  cou ld  
h a v e  an  a d e q u a t e  n u m b e r  of q u a l i f i e d  p e o p l e  in the  s e r v i c e s ,  in t h e s e  
d a y s  w h e n  t h e y  a r e  c h o p p i n g  off  y o u r  m a n p o w e r  e v e r y  e v e n i n g ,  y o u  
m i g h t  do a b e t t e r  job of i n t e g r a t i o n  t h a n  you  o t h e r w i s e  cou ld .  I t h ink  
y o u ' v e  got  to s a y  " m i g h t "  b e c a u s e  I t h ink  t h e r e ' s  r o o m  f o r  a n o t h e r  v i e w  
t h e r e .  T h e r e  a r e  s o m e  who b e l i e v e  tha t  the  s t u l t i f y i n g  e f f e c t  of  G o v e r n -  
m e n t  s e r v i c e  wi l l  not  p r o d u c e  the  c o u r a g e  tha t  l e a d s  in to  the  f u t u r e  w h i c h  
you  f ind  in i n d u s t r i a l  o r g a n i z a t i o n s .  And  t h a t ' s  a l l e g e d  to  be t r u e  not  
on ly  of i n d i v i d u a l  p i e c e s  of h a r d w a r e ,  but  a l s o  in t e r m s  of how you  put 
t h e m  t o g e t h e r .  

G r a n t i n g  it to be t h e o r e t i c a l l y  t r u e  tha t  a b e t t e r  job cou ld  be done  
by  s e r v i c e  p e r s o n n e l ,  m a n p o w e r  and  o t h e r  l i m i t a t i o n s  on the s e r v i c e s  
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m a k e  it i m p o s s i b l e ,  a s  a p r a c t i c a l  m a t t e r ,  to a s s e m b l e  the  r e q u i r e d  
p e o p l e  i n s i d e  G o v e r n m e n t .  In t h e s e  d a y s  of t e r r i f i c a l l y  c o m p l e x  t h ings  
t h a t  h a v e  to  be  i n t e g r a t e d ,  I t h ink  the  on ly  w a y  it c a n  be done  is to h a v e  
the  l a r g e  n u m b e r s  of p e o p l e  t r a i n e d  a v a i l a b l e  in i n d u s t r y  who a r e  m o n i -  
t o r e d  and  m a n a g e d  by the  s e r v i c e s .  

Now,  on the  poin t  of w h e t h e r  o u r  f a s h i o n s  h a v e  c h a n g e d ,  I t h ink  the  
a n s w e r  to  t h a t  is  "No.  " I ' m  d r a w i n g  on the  A i r  F o r c e  in s a y i n g  t h a t - -  
b e c a u s e  it  ha s  not  b e e n  the  f a s h i o n ,  c o n t r a r y  to  pub l i c  i m p r e s s i o n ,  t ha t  
t he  A i r  F o r c e  has  gone  a l l - o u t  f o r  the  s i n g l e - p r i m e  r o u t e  o r  pu t  a n y  
g r e a t  e m p h a s i s  on it .  We h a v e  f o l l o w e d ,  o r  a t t e m p t e d  to fo l l ow,  and  
f o r  the  m o s t  p a r t ,  I th ink ,  h a v e  f o l l o w e d ,  t he  c o u r s e  of t r y i n g  to c h o o s e  
t h e  b e s t  m e t h o d  of m a n a g e m e n t  in a g i v e n  s i t u a t i o n .  A g a i n ,  a d v e r t i n g  to  
the  B - 7 0 ,  we u s e d  one  t y p e  of m a n a g e m e n t  s e t u p  f o r  tha t .  We u s e d  a 
c o m p l e t e l y  d i f f e r e n t  k ind  of  s e t u p  f o r  t he  b a l l i s t i c  m i s s i l e s - - a n d  the  
M i n u t e m a n  is  f o l l o w i n g  the  s a m e  b a s i c  p a t t e r n  as  t he  o t h e r  b a l l i s t i c  
m i s s i l e s - - b e c a u s e  ~ve had  an  e n t i r e l y  d i f f e r e n t  k ind  of s i t u a t i o n .  

B a c k  in 1954, w h e n  the  b a l l i s t i c  m i s s i l e  b u s i n e s s  was  r e a l l y  put  on 
a top p r i o r i t y  b a s i s ,  it was  the  c o n s e n s u s  of a lot of i n f o r m e d  p e o p l e ,  
t h a t  t he  t e c h n i c a l  c a p a b i l i t y  to  d i r e c t  s u c h  a p r o g r a m  as  t h a t  did not  e x i s t  
e i t h e r  in G o v e r n m e n t  o r  in p r i v a t e  i n d u s t r y .  It  was  b e l i e v e d  tha t  s u c h  a 
c a p a b i l i t y  had  to be c r e a t e d .  T h e  p a r t i c u l a r  d e v i c e  e m p l o y e d  was  c o n -  

s i d e r e d  to be the  b e s t  w a y  of c r e a t i n g  it in the  s h o r t e s t  t i m e .  You c a n  
a r g u e  a s  to  w h e t h e r  it w a s  good,  bad ,  o r  i n d i f f e r e n t  f o r  t h e s e  m i s s i l e s .  

To  u s e  a r e c e n t  e x a m p l e ,  in o u r  DYNASOAR p r o g r a m ,  we f o r  t he  
f i r s t  t i m e  in h i s t o r y  a r e  t a k i n g  a b ig  r o c k e t  and  p u t t i n g  an  a i r p l a n e  on 
top of i t  and  a r e  go ing  to s e n d  a m a n  s k y r o c k e t i n g  t o w a r d  s p a c e .  We 
h a v e  n e v e r  had  the  p r o b l e m  of m a r r y i n g  a m i s s l e  to an  a i r p l a n e  b e f o r e .  
N o b o d y  has  e v e r  had  it ,  in t h i s  c o u n t r y  a t  a n y  r a t e .  And ,  t h e r e f o r e ,  we 
h a v e  f e l t  tha t  a g a i n  we h a v e  to  c r e a t e  a s p e c i a l l y  t a i l o r e d  k ind of  m a n a g e -  
m e n t  s y s t e m  to h a n d l e  it .  

So you  ge t  v a r i a t i o n s  in d e g r e e ;  and  I hope  tha t  we wi l l  n e v e r  c o m e  
to a n y  f i r m ,  one w a y  of do ing  t h ings ,  b e c a u s e  w h e n  we do, w e ' r e  go ing  
to fa l l  f l a t  on o u r  f a c e s .  

QUESTION:  A r e  t h e r e  a n y  new a p p r o a c h e s  on the  p r o f i t  m a t t e r  a s  
f a r  a s  the  c o n t r a c t  p e r f o r m a n c e  is c o n c e r n e d ?  I a m  t h i n k i n g  m a y b e  a l o n g  
the  l i n e s  of a s l i d i n g  s c a l e  of p r o f i t s .  You m e n t i o n e d  tha t  c o n t r a c t o r s  
cou ld  no t  pay  the  p e n a l t i e s  t ha t  cou ld  be i nvo lved ,  but  t hen  t h e r e ' s  th i s  
p r o f i t  t h ing  to be j u g g l e d  wi th .  A r e  t h e r e  any  n e w  a p p r o a c h e s  to t h a t ?  
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G E N E R A L  THURMAN:  Y e s .  W e  g e t  a n e w  a p p r o a c h  to  p r o f i t  
e v e r y  t i m e  we  g e t  a p r o p o s a l ,  b e c a u s e  t h a t ' s  t h e  o n l y  r e a s o n  a c o m -  
p a n y  e x i s t s .  

I t h i n k  t h e  a n s w e r  to  y o u r  q u e s t i o n  i s  " y e s . "  T h e  s e r v i c e s - - a n d  
a g a i n  l e t  m e  u s e  t h e  A i r  F o r c e  b e c a u s e  I ' m  f a m i l i a r  w i t h  i t - - a r e  d o i n g  
s o m e  r e s e a r c h  a n d  d e v e l o p m e n t  w o r k  in t h i s  f i e l d  t o o .  

B a c k  d u r i n g  W o r l d  W a r  II  t h e  g r e a t  m a j o r i t y  of  l a r g e  c o n t r a c t s  f o r  
a l l  s e r v i c e s  w e r e  on a c o s t - r e i m b u r s e m e n t  b a s i s  of  s o m e  t y p e  o r  o t h e r .  
T h o s e  c o s t - r e i m b u r s e m e n t  c o n t r a c t s  p r o d u c e d  a lo t  of  d i f f i c u l t i e s  in  
m a n y  d i f f e r e n t  w a y s .  O n e  of  t h e  m a i n  t h i n g s  w a s  t h a t  s o m e  p e o p l e  f e l t ,  
a n d  s t i l l  f e e l ,  t h a t  i t  g i v e s  t h e  l e a s t  i n c e n t i v e  of  a n y  p o s s i b l e  a r r a n g e -  
m e n t  to  r e d u c e  t h e  o v e r a l l  c o s t  of  a c o n t r a c t .  

D u r i n g  t h e  w a r ,  to  s o m e  e x t e n t ,  bu t  e s p e c i a l l y  a f t e r  t h e  w a r ,  v a r i -  
o u s  a n d  s u n d r y  t h i n g s  w e r e  a t t e m p t e d  to  g i v e  a n  i n c e n t i v e  to  a c o n t r a c -  
t o r  to  r e d u c e  o v e r a l l  c o s t s .  We  m u s t  r e m e m b e r  t h a t ,  w h i l e  f r o m  a 
s e l l e r ' s  s t a n d p o i n t  t h e r e  i s  a d i f f e r e n c e  b e t w e e n  c o s t  a n d  p r o f i t ,  f r o m  
a b u y e r ' s  s t a n d p o i n t  t h e r e  i s  n o n e .  T h e  o v e r a l l  s u m  t o t a l  t h a t  h e  p a y s  
i s  i m p o r t a n t ,  a n d  i t  i s  l e s s  i m p o r t a n t  to  h i m  h o w  m u c h  of  i t  i s  p r o f i t  
a n d  h o w  m u c h  is  c o s t .  So w h a t  h e  i s  g o i n g  to  t r y  to  do  i s  t o  r e d u c e  t h e  
o v e r a l l  t h i n g .  

We h a v e  d e v e l o p e d  v a r i o u s  t y p e s  of  s o - c a l l e d  i n c e n t i v e  c o n t r a c t s .  
O n e  t y p e  t h a t  i s  u s e d  w h e r e  t h e  e s t i m a t i n g  p r o c e s s  i s  no t  c o n s i d e r e d  to  
b e  s u f f i c i e n t l y  r e l i a b l e ,  i s  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 ,  w h e r e  
y o u  h a v e  a n  o p e n  e n d  to  c o s t  a n d  a g r e e  to  p a y  w h a t e v e r  i t  c o s t s ,  bu t  
y o u  s e t  t h e  f e e ;  a n d  if  t h e  c o s t  i s  l e s s  t h a n  t h e  a m o u n t  t h a t  w a s  e s t i -  
m a t e d ,  he  g e t s  a g r e a t e r  f e e .  If  i t ' s  m o r e ,  h e  g e t s  a l e s s e r  f e e .  H e  
i n c u r s  a p e n a l t y  o n e  w a y  a n d  a n  i n c r e a s e  in  a n o t h e r  w a y  a n d  t h i s  p r o -  
d u c e s  a v e r y  d i r e c t  i n c e n t i v e  to  r e d u c e  c o s t .  

N o w ,  o n e  of  t h e  t h i n g s  t h a t  we  a r e  e x p e r i m e n t i n g  w i t h  i s  t h e  p e r -  
f o r m a n c e  i n c e n t i v e ,  in  t e r m s  of  h o w  h i g h ,  h o w  f a s t ,  a n d  h o w  g o o d  a 
C E P  w e ' l l  g e t  f o r  t h e  m i s s i l e  o r  a n  a i r p l a n e ,  o r  d e l i v e r y  s c h e d u l e - -  
t y i n g  a n  i n c e n t i v e  to  a c r i t i c a l  a s p e c t  of  t h e  p e r f o r m a n c e  of  t h e  c o n -  
t r a c t .  

We  f o u n d  t h a t  y o u  c a n  g e t  in  t r o u b l e  r e a l  q u i c k  on  t h a t  i f  y o u  d o n ' t  
a l s o  p u t  in  a c o u n t e r i n c e n t i v e  c o s t w i s e ,  b e c a u s e  w h e n  y o u  a r e  g i v i n g  a 
p e r f o r m a n c e  i n c e n t i v e ,  y o u  a r e  p u t t i n g  t h e  a c c e n t  on  e n g i n e e r i n g ,  o r  
i f  i t ' s  d e l i v e r y ,  y o u  a r e  p u t t i n g  t h e  a c c e n t  on  o t h e r  t h i n g s ,  a n d  y o u r  
c o s t  t e n d s  to  s k y r o c k e t .  So w h a t  we  a r e  t r y i n g  to  do  in  t h o s e  i n s t a n c e s  
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is to c o u p l e  a p e r f o r m a n c e  i n c e n t i v e  wi th  a c o s t  i n c e n t i v e ;  and  i t s  a 
m a t t e r  of j u d g m e n t  as  to how m u c h  w e i g h t  e a c h  one  of t h e m  g e t s  in 
o r d e r  to ge t  an  o p t i m u m  d i s t r i b u t i o n  of i m p e t u s .  

T h e  f i r s t  one  we t r i e d  on a l a r g e  s c a l e  was  the  B - 5 8 .  I c e r t a i n l y  
would  not  go so  f a r  a s  to  s a y  tha t  th i s  was  r e s p o n s i b l e  f o r  the  c l e a r l y  
good p e r f o r m a n c e  we h a v e  had f r o m  the  B-58 ,  but  I a l s o  d o n ' t  t h ink  
it s h o u l d  be c o m p l e t e l y  i g n o r e d .  

I n c i d e n t a l l y ,  the  f i r s t  p e r f o r m a n c e  i n c e n t i v e  c o n t r a c t  t h a t  was  
e v e r  w r i t t e n  was  the  p u r c h a s e  of an  a i r p l a n e ,  the  one  tha t  w a s  bough t  
f r o m  the  W r i g h t  b r o t h e r s .  It s e t  a t a r g e t  s p e e d  of 40 m i l e s  an  h o u r  
and  g a v e  t h e m  a d d i t i o n a l  d o l l a r s  if  the  a i r c r a f t  w e n t  f a s t e r  and  cu t  off  
the  p r i c e  if it wen t  s l o w e r .  T h a t  was  the  f i r s t  a i r p l a n e  c o n t r a c t  e v e r  
w r i t t e n .  I d i d n ' t  know tha t  unt i l  a c o u p l e  of y e a r s  ago .  

QUESTION:  G e n e r a l ,  t h e r e  s e e m s  to  be  a g r o w i n g  n u m b e r  of s e r v -  
i c e  r e p r e s e n t a t i v e s  in the  f i e ld  of w e a p o n  s y s t e m s ,  as  you  h a v e  s t a t e d .  
D o e s  t he  m e t h o d  of c o n t r a c t i n g  h a v e  a n y  d i r e c t  b e a r i n g  on t h a t ?  

G E N E R A L  THURMAN:  Do you  m e a n  r e p r e s e n t a t i v e s  of the  s e r v i c e s ,  
o r  s e r v i c e  r e p r e s e n t a t i v e s  of the  p la r i t s?  

STUDENT: Contractors' representatives in the field with the 
weapon systems, technical representatives. 

G E N E R A L  THURMAN:  No, I d o n ' t  th ink  so .  I t h ink  the  r e a s o n  
f o r  tha t  is  the  f a c t  t ha t  we a r e  a l l  m o v i n g  f r o m  r e s e a r c h  and  d e v e l o p -  
m e n t  in to  p r o d u c t i o n  so  f a s t  t ha t  a g r e a t  m a n y  of the  bugs  t h a t  s h o u l d  
h a v e  b e e n  c l e a n e d  out in t he  d e v e l o p m e n t  p r o c e s s  s i m p l y  a r e n ' t  c l e a n e d  
out.  E v e r y b o d y  r e c o g n i z e s  t ha t ,  and  t a k e s  r i s k s  on tha t  b a s i s .  J o e  
D e a k s ,  w h o ' s  an  a i r m a n  f i r s t  and  a good m a i n t e n a n c e  m a n ,  s i m p l y  is  
not  a b l e  to do the  kind of c o r r e c t i n g  tha t  is r e q u i r e d  when  t h e s e  bugs  
t u r n  up. M o r e  t h a n  a n y t h i n g  e l s e ,  I th ink  tha t  is r e s p o n s i b l e .  

QUESTION:  You c o m m e n t e d  at  l e n g t h  abou t  the  r e s i s t a n c e  of b u s i -  
n e s s  to  i n f l u e n c e  of the  m i l i t a r y  in what  t h e y  c o n s i d e r  t h e i r  p r e r o g a -  
t i v e s  o r  t h e i r  a r e a  of o p e r a t i o n .  Would  you  c a r e  to t u r n  tha t  c o i n  and  
g ive  us s o m e  of y o u r  o b s e r v a t i o n s  on the  m a n n e r  in w h i c h  b u s i n e s s  by  
c o n d u c t i n g  pub l i c  r e l a t i o n s  pu t s  p r e s s u r e  on the  m i l i t a r y  s e r v i c e s  to 
e i t h e r  c o n t i n u e  o r  put  a p r o d u c t  in p r o d u c t i o n  in w h i c h  t h e r e  m a y  be 
s o m e  q u e s t i o n  as  to w h e t h e r  the  m i l i t a r y  p e r f o r m a n c e  is  wha t  you  w a n t ?  
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G E N E R A L  T H U R M A N :  I d o n ' t  k n o w  qu i t e  h o w  to  a n s w e r  t h a t .  Y o u  
h a v e  t he  i n s t i n c t  f o r  s e l f - p r e s e r v a t i o n ,  w h e r e  you  h a v e  a c o n t r a c t o r  
w h o s e  m a j o r  e f f o r t  i s  d i r e c t e d  t o w a r d  a p a r t i c u l a r  p r o g r a m  a n d  who  
s e e s  h i s  w h o l e  c a p a b i l i t y  and  h i s  s t o c k h o l d e r s '  i n t e r e s t  j e o p a r d i z e d ,  
a n d  t h e  f u t u r e  l o o k s  b l e a k .  By a n d  l a r g e  I t h i n k  t h a t  s o r t  of t h i n g  h a m -  
p e r s  t h e  s e r v i c e  r a t h e r  t h a n  h e l p s ,  b e c a u s e ,  e v e n  w h e n  t h e y  pu t  on  a 
c o m p l e t e l y  u n b i a s e d  c a m p a i g n ,  w h i c h  d o e s n ' t  h a p p e n  o f t e n ,  i t  c a n  p r o -  
d u c e  s o m e  c o n f l i c t i n g  p r e s s u r e s  a n d m a k e  i t  d i f f i c u l t  f o r  t he  s e r v i c e s  to  
do  w h a t  t h e y  r e a l l y  t h i n k  i s  t he  b e s t  t h i n g  to  do .  

Q U E S T I O N :  G e n e r a l ,  I ' d  l i ke  to  g e t  b a c k  to  t h i s  m a t t e r  of i n c e n -  
t i v e s .  T h e  f i r s t  q u e s t i o n  is :  I s  t h i s  i n c e n t i v e  p a s s e d  on to  t h e  s u b s  ? 
T h e  s e c o n d  q u e s t i o n  is :  If G o v e r n m e n t - f u r n i s h e d  e q u i p m e n t  h o l d s  up  
d e l i v e r y  w h e r e  y o u r  i n c e n t i v e  i s  on  d e l i v e r y ,  w h a t  do  y o u  do a b o u t  t h a t ?  

G E N E R A L  T H U R M A N :  A s  s u c h ,  t h e  i n c e n t i v e  i s  no t  p a s s e d  on to 
t h e  s u b s ,  b e c a u s e  t he  s u b s  a r e  no t  a p a r t y  to  t he  c o n t r a c t  b e t w e e n  t h e  
G o v e r n m e n t  and  t h e  p r i m e .  On t h e  o t h e r  h a n d ,  f r e q u e n t l y ,  w h e r e  t h e  
p r i m e  h a s  an  i n c e n t i v e  c o n t r a c t  w i th  G o v e r n m e n t  of  a n y  k i n d ,  he  w i l l  
m a k e  a c o m p a r a b l e  t y p e  of c o n t r a c t  w i t h  h i s  s u b s ;  s o  t h a t  in  e f f e c t  y o u  
do  g e t  i t  p a s s e d  out  a n d  t h e  p e n a l t i e s  t h a t  go  w i t h  i t .  

W h a t  w a s  t h e  s e c o n d  p a r t  of  y o u r  q u e s t i o n ?  

S T U D E N T :  If  y o u  h a v e  G o v e r n m e n t - f u r n i s h e d  e q u i p m e n t  a n d  y o u  
h a v e  a n  i n c e n t i v e  on d e l i v e r y .  

G E N E R A L  T H U R M A N :  You  m u s t  in t he  f i n a l  a n a l y s i s  p r o v i d e  in  t h e  
c o n t r a c t  f o r  a n e g o t i a t e d  s e t t l e m e n t  of  t h a t  i n c e n t i v e  q u e s t i o n .  We h a v e  
n e v e r ,  in  t he  c a s e  of  s o m e t h i n g  t h a t  i s  no t  t i e d  d i r e c t l y  to  a d o l l a r  s i g n ,  
a t t e m p t e d  to s e t t l e  one  of  t h e s e  t h i n g s  on a s t r a i g h t  f o r m u l a  b a s i s .  We 
a g r e e  on  g u i d e l i n e s  and  s t a n d a r d s  f o r  e s t a b l i s h i n g  t he  e x t e n t ,  i f  a n y ,  to  
w h i c h  a n  i n c e n t i v e  o r  p e n a l t y  h a s  b e e n  i n c u r r e d  o r  h a s  b e e n  e a r n e d ,  and  
n e g o t i a t e  i t  ou t .  

Q U E S T I O N :  Y o u  h a v e  s p o k e n  p r e t t y  m u c h  on t h e  v i e w p o i n t ,  y o u  
m i g h t  s a y ,  o f  i n d u s t r y  and  t h e  G o v e r n m e n t  on t h i s  m a t t e r  of  i n f l u e n c i n g  
t h e  c o n t r a c t  and  so  f o r t h .  W h a t  I a m  w o n d e r i n g  is :  How m u c h  is  t h e  
G o v e r n m e n t  a b l e  to  g e t  i n t o  t h e s e  a r e a s  of  d e s i g n  c o n t r o l ,  m a k e  o r  b u y  
d e c i s i o n s ,  and  t h a t  s o r t  of  t h i n g  in s o m e  of  o u r  e x i s t i n g  c o n t r a c t s ?  A r e  
we  a b l e  to  g e t  w h a t  we  w a n t  in o u r  e x i s t i n g  c o n t r a c t s ?  In t h e  w a y  of  in -  
f l u e n c i n g  t h e m ?  
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G E N E R A L  THURMAN: By and  l a r g e  I th ink  the  a n s w e r  is  " Y e s .  " 
You h a v e  got to bui ld  up r e d  t a p e  in o r d e r  to a c c o m p l i s h  tha t .  And 
t h a t ' s  wha t  w e ' r e  t a l k i n g  a b o u t - - t h e  r e d  t ape .  D e p e n d i n g  on how you  
look a t  it, i t ' s  good r e d  tape  o r  bad r e d  t ape .  

But in o r d e r  to i n s u r e  tha t  the  i n h o u s e  c a p a b i l i t y  t h a t  you  h a v e  
f r o m  a t e c h n i c a l  s t a n d p o i n t  is  b r o u g h t  to b e a r  on a p r o b l e m  w h i c h  
o c c u r s  a t  the  p lan t  of the  p r i m e  o r  one  of h i s  s u b s ,  y o u ' v e  got  to h a v e  
a m e c h a n i c s  f o r  g e t t i n g  it out .  In the  A i r  F o r c e  the  m e c h a n i c s  t h a t  we 
u s e  is  c a l l e d  an  e n g i n e e r i n g  c h a n g e  p r o p o s a l  and  a p r o c e d u r e  f o r  t ha t .  

I th ink  tha t  k ind  of a t h i n g - - a n d  on a d m i n i s t r a t i v e  t h i n g s  t h e r e  a r e  
o t h e r  s i m i l a r  s e t - u p s - - c a n  be m a d e  to w o r k  qu i t e  e f f e c t i v e l y .  I t ' s  in  
the  o p e r a t i o n  of t h e s e  s y s t e m s  tha t  t h e s e  a r g u m e n t s  c o m e  up. By a n d  
l a r g e ,  it h a s  b e e n  m y  e x p e r i e n c e  and  o b s e r v a t i o n  wi th  r e s p e c t  to  a l l  
the  s e r v i c e s  t ha t  t h e y  a r e  c a p a b l e  of m a k i n g  an  input  and  do ing  s o m e -  
th ing .  And  m o s t  of  the  t i m e  i t ' s  p r e t t y  good; not  a l w a y s .  

QUESTION:  G e n e r a l ,  you  m a d e  r e f e r e n c e  to s h o r t a g e  of p e r s o n n e l  
h a v i n g  s o m e t h i n g  to do wi th  the  s e r v i c e  r e p r e s e n t a t i v e s  b e i n g  on the  
job.  In t ha t  s a m e  c o n t e x t ,  t h e r e  has  b e e n  a m o v e  to e n t e r  in to  c o n t r a c t s  
wi th  p r i m e  m a n u f a c t u r e r s  f o r  both  the  m a i n t e n a n c e  and s u p p l y  s u p p o r t  
of  w e a p o n s .  I w o n d e r  if  you  would  c a r e  to c o m m e n t  on to wha t  e x t e n t  
the  A i r  F o r c e  has  e m b a r k e d  on s u c h  p r o g r a m s .  

G E N E R A L  THURMAN:  We a r e  do ing  it,  I th ink ,  on an  e x p l o r a t o r y  
b a s i s - - a n d  m a n p o w e r  c a p a b i l i t i e s  m a y  h a v e  s o m e t h i n g  to do with  it. 
But ,  I d o n ' t  th ink  t h a t ' s  the  p r i m a r y  r e a s o n .  

We are moving into the utilization of weapons that we have had no 

experience on. It's true, we had no experience on our B-70 or F-108, 

but we had experience on air frames and you get the continuation of that 

kind of thing as you go forward. 

We h a v e  bui l t  up o v e r  the  y e a r s  f a c i l i t i e s  f o r  the  o v e r h a u l  of j e t  
e n g i n e s ,  f o r  e x a m p l e .  You h a v e  f a c i l i t i e s  e x i s t i n g  a l l  o v e r  the  c o u n t r y  
tha t  h a v e  b e e n  in the  p a s t  t i ed  t o w a r d  the m a i n t e n a n c e  of a i r c r a f t .  Now 
you  c o m e  a l o n g  wi th  t h e s e  v e h i c l e s  tha t  d o n ' t  h a v e  j e t  e n g i n e s ;  t h e y  h a v e  
r o c k e t s .  Y o u ' v e  got to h a v e  f a c i l i t i e s  to do tha t .  

Now,  we don ' t  know a t  th i s  t i m e  what  s o r t  of  m a i n t e n a n c e  is go ing  
to be r e q u i r e d  f o r  th i s  r o c k e t  e n g i n e  t h a t ' s  s i t t i n g  out t h e r e  on the  pad 
r e a d y  to go. It was  n e c e s s a r y  to c r e a t e  f a c i l i t i e s  to bui ld  the  th ing .  So 
t h e y  a r e  a v a i l a b l e ,  to s o m e  e x t e n t ,  to do the  m a i n t e n a n c e .  Of c o u r s e  

18 



51.3 

y o u  c a n ' t  u s e  e x a c t l y  t h e  s a m e  q u a n t i t y ,  b u t  y o u  m a y  b e  a b l e  t o  a d d  on 
to  t h a t  a v a i l a b l e  c a p a c i t y  c h e a p e r  t h a n  y o u  c a n  go  d o w n  to  O k l a h o m a  
C i t y  a n d  b u i l d  a b r a n d  n e w  c a p a b i l i t y .  

I t h i n k  t h a t  we  a r e  d o i n g  t h i s  on  a n  e x p l o r a t o r y  b a s i s  to  t r y  to  f i n d  
o u t  w h a t  s o r t  of  m a i n t e n a n c e  p r o b l e m s  we  a r e  g o i n g  to  h a v e ,  w h a t  k i n d  
of  f a c i l i t i e s  w e  a r e  g o i n g  to  h a v e  to  c r e a t e ;  a n d  I ' m  s u r e  t h i s  i s  t r u e  o f  
t h e  o t h e r  s e r v i c e s - - b e f o r e  we  g e t  i n t o  t h e  e x p e n d i t u r e  of  t r e m e n d o u s  
s u m s  of  m o n e y  in  c o n v e r t i n g  e x i s t i n g  G o v e r n m e n t - o w n e d  o p e r a t i o n s .  I 
t h i n k  t h a t ' s  s e n s i b l e .  I t h o r o u g h l y  a p p r o v e  of  i t  p e r s o n a l l y .  I t h i n k  
t h a t  w e  w o u l d  be  w a s t i n g  t a x p a y e r s '  m o n e y  a t  t h i s  p o i n t  in  t h e  T i t a n  
p r o g r a m ,  f o r  e x a m p l e ,  t o  go  ou t  a n d  c r e a t e  a c o m p l e t e  d e p o t  c a p a b i l i t y  
to  s u p p o r t  t h a t  t h i n g .  It  m a k e s  a l o t  m o r e  s e n s e  to  h a l t i n g l y  do i t  b y  
c o n t r a c t o r  s u p p o r t  u n t i l  we  c a n  f i n d  ou t  a lo t  m o r e  t h a n  we  k n o w  a b o u t  
t h e  s i z e  a n d  q u a l i t y  of  t h e  r e q u i r e m e n t s .  T h e r e  m a y  b e  s i t u a t i o n s ,  of  
c o u r s e ,  w h e r e  i t  m a k e s  m o r e  s e n s e  to  do  i t  t h e  o t h e r  w a y .  

C A P T A I N  F 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  C o m m a n d a n t  
a n d  t h e  m e m b e r s  of  t h e  I n d u s t r i a l  C o l l e g e ,  I w a n t  to  t h a n k  y o u  f o r  a 
v e r y  f i n e  p r o b i n g  i n t o  t h i s  p r o b l e m .  I h o p e  t h a t  i f  we  h e e d  y o u r  s i g n s  
a n d  g u i d e p o s t s  we  w i l l  n o t  s u f f e r  f r o m  t h e  s a m e  p i t f a l l s  t h a t  b e f e l l  t h e  

b o y  a n d  h i s  g r a n d f a t h e r .  

(23 September 1960--4, 600)B/bn:dmw 
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