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V-I]~WS OF I~E,  U S T  I%.Y Oiq h.IILITARY P ~ O C U I ~ E h ' / ~ N T  

1 6 D e c  e m b e r  1959 

as you all know, is 

motto is in Latin, 

T h e  m o t t o  o f  t h e  In  d u s t r i a l  Co  l i e  g e ,  

" I n d u s t r y  a n d  D e f e n s e  a r e  I n s e p a r a b l e . "  T h i s  

b u t I  g i v e  i t  to  y o u  i n  E n g l i s h ,  s i n c e  I c a n ' t  p r o n -  

ounce t he La tin to o well. it implie s--an d certainly there is a great 

need for i t--that defense and industry will get toge ther and have a corn- 

mon under standing in the prudent management o f our resou rces in 

national security. 

Our speaker today has had a di sti nguished background both in 

industry and in Government, and par tic uiarly in the military side of 

C overn meat. Durin~ I% orlcl War II he serve d as an Air Force officer. 

Subs equently l~e has been Director of the rBudget and he's been Secretary 

of the Army. Th ese positions, coupled with his position i n industry, 

have brought him face to fa ce with some of the most serious national 

and international problems t hat we face. We couldn't be rn ore fortu- 

nate, therefore, than to have IKr. Pace share his views on military 

procurement with us at tb_is time. 

It is with the greatest pleasure that I pre sent t he Ch airman of 

the ~oard of Ceneral Dynamics, B4r. ~rank Pace. 

h41:~. PACifY: T h a n k  y o u  v e r y  m u c h ,  G e n e r a  1. 

I d o u b t  t h a t  I w i l l  h a v e  a n  o p p o r  t u n i t y  to  a d d r e s s  a n  a u d i e n c e  

t h a t  I p e r s o n  a l l  y c o n s i d e r  m o r e  i m p o r t a n t  i n  t e  r m s  of  t h e  l o n g - r  a n g e  



capacity of our country to survive than t his group here. This is my 

second time her e. I have addressed the ~vTar Colleges of each of the 

three services and the National ~/ar Co lle ge. I must say to you that 

I put a priority on talking t o military people (i} because I genera ted 

a deep affection for them when I was Secretary of the ~'~r my and (2} 

because I think they have a great role to play in trying to insure the 

ultimate survival o f not only t his nation but also free civilizatio n. 

I thou ght th at today I would talk to you about my ow n thinking 

in terms of the broader con cepts of procurement policy. .~s I was 

thinking this over coming down on the plane, I felt that p robab ly the 

most important thing that needs to be done in terms of improving our 

procurement process is a broader-scale education of business, the 

Armed Forces, and the Congress in what it is we are trying to achieve. 

The capacity to look at the whole program does not lie in any 

particular place that I have see n yet in Go vernmen t, industry, or the 

Congress. In fact, the tendency is quite in the opposite direction. 

I re~rnber when I was Director of the ~u dget, I was responsible in 

the first year ef the Eioover Commission P.eport for the acceptance 

in the Congress and passage in the law of over 50 percent of them. 

AndI remember as we came up with the new form of budget, old John 

T a b o r  1 o o k i n g  d o w n  a t  m e a n d  s a y i n g :  

w h o  e l i m i n a t e d  t h o s e  g r e e n  s h e e t s . "  

p r o p  o s i t i o  n .  

i'$o w, th  i s  

"Young man, you're the man 

To him this was a horrendous 

i s  b o r n  of  t he  f a c t  t h a t  o v e r  t h e  y e a r s  t h e  p r o c u r e m e n t  
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probiems have grown so in fin ite ly complicated th at the ordinary 

C ongre ssman, trying to do a proper job, feels himself completely lost. 

If he tries to assess the whole ramifications of a Polaris system, or 

a B-58 system, or the new missile developments in the Nike-Zeus 

area, t here is notl~ing really that his mind can grasp; and therefore 

there is a tendency to go for the miniscules. The re is 

for the oyster forks, the 6 by 8 cards and what they cost, 

new automobiles were bought Iast year. 

an urge to reach 

and how m any 

I am not saying this in either a facetious or a cute or a critical 

It is a fact of life. I should say to you that the original function s e n s  e .  

of  t h e  C o n g r e s s  o f  t h e  U n i t e d  S t a t e s  w a s  t h a t  o f  w a t c h d o g  o f  t h e  p u b  l i c  

f u n d s ;  a n d  t h e  t r i b u t e  to  t h e  j o b  t h a t  t h e y  h a v e  d o n e  i s  t h a t i n  t h e  r i c h -  

e s t  a n d  m o s t  l u s h  civi.  l i z  a t i  o n  t h a t  h i s t  o r y  h a s  e v e  r k n o w n ,  c o r r u p t i o n  
or, 

i s  v i r t u a l l y  u n h e a r d  h a n d  t h a t  t h e  c o n t r o l  o f  p u b l i c  f u n d s  i s  a m a t t e  r 

oe. s o u n d  s a t i s f a c t i o  n i n t e r m s  o f  o u r  c a p a  c i t y  t o a v o i d  c o r r u p  t io  n ,  

to  t h e  v a s t  rn a j . o r i t y  of  t h e  c i t i  z e n s  o f  t h i s  c o u n t r y .  

I t h i n k t h a t  o u r  p r o b l e m  c o m e s  n o t  f r o m  a f a i l u r e  on  t h e  p a r t  

o f  t h e  C o n g r e s s  to  s e e k  to  do i t s  d u t y ,  bu t ,  r a t h e r ,  f r o m  t h e  f a c t  t h a t  

t i e  w h o l e  s e t  o f  c o n d i t i o n s  h a v e  c h a n g e d ,  to  t h e  p o i n t  w h e r e  i t  i s  n o  

l o n g e r  n e c e s s a r y  o r  i m p o r t a n t  to  m a k e  s u r e  t h a t  t h e  p r o c u r e m e n t  

officer down the line is not making away with a thousand dollars; but, 

rather, that the problern now is to have a sensitivity to the whole broad 

sweep and scope of national procurement, not just as an instrument of 

national military strategy, but, frankly, as the creator today of national 
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military strategy. It's no longer the strategist who oetermines the 

weapons. It's the weapons that determine the strategy. And therefore 

it is in creas ingly dif fie ult, as t he problems beco me m ore compli- 

cated, more impossible t o grasp, to keep tl]ose who have the ultimate 

review from reaching for t he small in stead of the large. 

I say this to you because I say it not in a spirit of destructive 

criticisrn, but in a spirit of constructive critici sin, because t here are 

few men in America who have more warm personal fr lends i~ the Con- 

gres s, both the Senate and the I-iouse, on both sides of the aisle, than 

do I, and very few people who hold thern in dividua!ly i n higher regard 

than I do. There are a few, and unfortunately t hey are tl~e gener ally 

publicized few, who are, in my estimation, quite irre~;ponsfble. ]~;ut 

this is the exception rather than t he rule. 

I think, sec o~idarily, there is a further requirement for edu ca- 

tion in business. I think those of us who are in the business field have 

a responsibility to recognize that we must practice greater self-~estrsint 

in our total attitude toward the functions of national defense. It's ter- 

ribly hsrd, you ~:now, to equate the requirement of making rn oney 

and the responsibility to the stockholders to the broader responsibil- 

ity to insure that we generate the right products for the United States 

C overn ment in time. The la tte r must and should always come fir st 

and foremost; but we ought also under the free enterprise system h~ve 

ills r espon sibility for making money and for making a return to the stock- 

holders. I think that a good des lmore thought on our part is essen- 



ti al in tlii s broader fiei d in order to create the kina of re!art onshio 

that must exist between ourse Ires and the ~rrned ~' ~-~orces if we are to 

be the kir,,d of team that we like to talk about so bappi!y. 

~'or your own part I think that ~. reassessment of your broad 

objectives in procurement i s essential. I am sure this sort of r easse ss- 

ment goes on with great regularity. I'll be perfectly frank. I don~t 

believe I ever gene rated an idea as Secretary of the /~rmy that some- 

one was not able to pull out a file where it had been previously con- 

sidered. I a !so advised them that whi].e t hat was interesting, it was 

not a question of whether somebody had thought about it once before. 

.~.na~ I wanted to know was, \Vhat had they done about it 9 -knd I think 

that from your own point of view it is not only essential that a raasse ss- 

ment be rnade of broad procurernent purposes, not in the narrow tech- 

nical, sense but in the broader sense ; and that the broad benchmarks of 

what is expected to be achieved shou.l.d be set out, and then some deter- 

mination of a fo ilo w- through to be instituted. 

°t'5 ~ .. In this flint it seems to me that at some ooint, with procure- 

rnent gr ow ing in creas ingly irnportant i n t he problem of survival, a 

group consisting of two of the leader s in t he Senate and the D_o use, two 

distinguished businessmen, and possibly two activ e officer s with exper- 

i~ace in procurement and two retired officers with experience in pro- 

cureme nt, might sometime be asked to lay a pattern of where you 

seek to 

frankly, 

go, not basically to provide the answers, bee ause th~.~ just 

can't be done; but to know what it is t hat we seek to aci~ieve 
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in this area, and to know whet e it is that we want to go. 

Now, as I see it and look admittedly not right in the field of 

conflict, but from rather a distance at the whole procurement proce ss-- 

I have looked at it as de puty Director of the iBudget, then as l.irector 

of the i3udget, and as Secretary of the Army, and now more laterally 

as a member of industry--while I have never been intim ate]y engaged 

in the give and take, certain clear ideas come out in m y rain d; and one 

of t h e  t h i n g s  that ,  b r o a d l y  s p e a k i n g ,  d i s t u r b s  m e  m o s t  i s  the  c o m p l e t e  

a b s e  n c e  o f ~  f i e x i b i l i  ty in the p r o c u r e  m e n t  and  n e g o  t ia  t io  n 

p r o c e s s .  

The renego tia tio n proviso sets up the limit ati on beyon d which 

total earnings cannot be achieved. In doing thi s, it to a hi gh degree 

negatives the normal incentive process that has been the basically 

successful factor in free competitive enterprise. I am_ not saying 

that it is wise or unwise. I am merely saying that that is a fact. ~-nd 

if it is a fact, the justification for it is (~)to be sure that no one has 

undue return from the 6}ove rnment for its work; but also should be 

that since overa !l only so much can come from the Covernment in a 

given year to a given institution, there should be an opportunity for 

flexibility of ne$1otiation down below that would permit, in m y esti ma- 

ti on, broad gage ~i~ ~Uovernment to get m ore for its money. 

Now, there is a second factor that has stood out in my mind. 

I have always felt that one of the problems of supporting defense which 

I believe is essential to the survival of our country has been the old 
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phrase that it is money pou red down the drain. I under tookin a speech 

before the American Bankers Association called "~ea ching for the Ulti- 

mate" to point out that a great deal of the money so spent does not 

in any sense of t he word go down the drain. I pointed out that many 

of the great medical a dvanc es of our times had resulted from military 

expenditures; that there would be none of the vast horizons ~p~ned by 

the peaceful atom, had there been no military expenditures., and that 

in the who le fie ].d of electronics, the growth and development and sweep 

and scope of it had been established by military expenditures. 

There is another side to the coin and that is that I have always 

commingle 
felt that some greater effort should be made to ~ those things 

that are used in our civilian society, in our commercial enterprise, 

and those things t~lat a re used by the military. I rea liz e t he extreme 

difficulty t hat is in vo].ved.~o take an ordinary commercial truck and try 

to subject it to the rigors and requirements of what a war would demand 

is on the face of it not sensible. An d yet somewhere, if we are to 

sustain this burden over the years, there has got to be thinking between 

the commercial developers and the military developer s in t his country 

as to how these things can come to some degree out of one pot, how 

off-t he-shelf buying can become pos sible° 

Now, the military is not without fault in this regard, because 

the requirements that have bee n set have bee n, in my judgment, in 

some instances, quite arbitrarily exact. The degree of perfection that 

is sought sometimes serves to defeat itself. And I if-ink as you look 
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b a c k  at  the  p r o b l e m  of, ;z J~ow do you  p e r s u a d e  a d e m o c r a c y  o v e r  the 

y e a r s  to p a y  for  wha t  i s  to m e  i n s u r a ~ ; e ,  but  wha t  m i g h t  be to a n o t h e r  

m a n  m o n e y  down the  d r a i n ?  How do you in the  p e r i o d  of the  s m i l i n g  

and  p l e a s a n ~  and  u n b e l i e v a b l y  c r a f t y  K h r u s h c h e v  c o n t i n u e  to k e e p  a 

d e m o c r a c y  on the  qui  v ive  in t e r m s  of s u p p o r t i n g  the  t h i n g s  tha t  a r e  

i m p o r t a n t ,  but  n e v e r  d e m o n s t r a b l y  important ' .~ To do tha t  I t h ink  s o m e  

of the o ld  r e q u i r e m e n t s  h a v e  got  to be y i e l d e d .  I th ink  s o m e  v e r y  

t h o u g h t f u l  a p p r o a c h ,  to wha t  i t  i s  t ha t  m u s t  be done ,  as  o p p o s e d  to 

what it is that can be done, is very much in order. 

Another area that has always struck my mind in terms of the 

broader-gage proble~.s that I know is the difficulty of establishing 

continuity of program. Today, with research and development play- 

ing so tremendous a part in the programming and planning of each of the 

three services, there iz the vasty difficulty of the research and deve!:~ F- 

ment l:rogram that gets three-quarters of the way down the road and 

then is discarded. 

~ut even more important are the situations in which research 

and development matures into procurement, but procurement is itself 

terminated ~bout a quarter of the way down the road, either because 

the device itself is found to be inadequate to meet t he changing require- 

ments of the time, or because something quite new on the drawing board 

tends to obsolesce it. 

~.nd I feel that if there is to be continuity of program, this calls 

for a n%uch tighter integration of research and development and procure- 
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ment than has been achieved in the past; that there must be, when a 

~ro.~ram,. <, i s undertal~e .... n, ,~on~e under standing of when that .P rogra m._ is 

going to come in to fruition and the staging of the next step, so you can 

get the most from your i~rocurement dollar. 

!¥hen you lool< at some of the things thst we produce and note 

the quantity in which they are being pro cured, you fin d t hat they are 

the equivalent of their ~,procure ment in solid gold builion. ~kn d you fin d 

this not only be~zau se the materiel of war is growing increasingly 

e.'~pensive for a vast number of reasons, but you find it because there 

is no program that cs.n be generated in which a small anxount of pro- 

cure ment is under taken that does not constitute one of the most expen- 

sive progr ares in t he world. 

i'~o w, one of the ass essments of sound rns.nage ment in the com- 

mercial field is the capacity to select reason ably early in t he game 

those programs that you as a businessman are prepar ed to carry througi~ 

to a conclusion and your determinati on that this wili b e a consistent 

money maker over the span of its life. ~.;le have a n~uch easier job in 

business than you have in the milit8ry forces because we a!ways have 

C the dollar sign to identify the wisdom or ~a..k of wisdom of the course 

that we. pursue. Cver ~. period of time you can build up -~. fairly effec- 

certain 

rive means of determining whether you will or will not carry a/program 

through to ~. conclusion that generates a suffi cient return on your capital 

to ju sti fy that e xpenditu re. 

~:Lind you, it's not e asy even there, I~,; ind you, in the course 



of  a d e c a d e  e v e n  the  w i s e s t  m a n a g e m e n  t s  m a k e  a s u b s t a n t i a l  n u m b e r  

of  m i s t a k e s .  13ut t he  one  t h i n g  y o u  k n o w  in b u s i n e s s  i s  t h a t  y o u  c a n n  ot  

p u r s u e  a l !  of  ti~e a t t r  a c t i v e  ~ r o g r a m s  o r  e v e n  the  v a s t  m a j o r i t y  of 

t h e m .  A n d  so  i t  s e e m s  to  n~e t h a t  one  of  t h e  r e a l p r o b l e m ~  t h a t  y o u  

h a v e  in  y o u r  t o t a l  p l a n n i n g  in  the  p r o c u r e  m e n t  f i e  ld  i s  t he  d e t e r m i n a -  

t i o n  of  t h e  c u t - o f f  p o i n t  i n  r e s e a r c h ;  t h e  p o i n t  a t  w h i c h ,  no  m a t t e  r how 

a t t r a c t i v e  i t  l o o k s ,  y o u  c o m e  t o t he  c o n c l u s i o n  t h a t  i t  w i l l  n o t  in  t he  

t i m e  s p a n  i n v o l v e d  p r o v i d e  y o u  w i t h  t he  m o s t  i m p o r t a n t  we  a p o n  t h a t  

y o u  w a n t .  

T h  e g r e a t  d a n g e r  th  a t  y o u  f a e e - - a  nd we  a r e  a p p r o a c h i n g  t h a t  

d a n g e r  a t  the  p r e s e n t  t i m e -  - i s  t h a t  t h e r e  c a n  be  so  m a n y  a t t r a c t i v e  

r e s e  a r c h  p r o  g r a m s  t h a t  ~Jou e n d  up  w i t h  v i r t u a l l y  no  p r o c u r e m e n t  p r o g r a m .  

We m a y  e n d  up  i n  t h e  t h o r o u g h l y  u n e n v i a b l e  s i t u a t i o n  of  b e i n g  r e q u i r e d  

to  r e p u l s e  a l~.us s i a n  a t t a c k  w i t h  b l u e p r i n t s .  

N o w ,  I h a v e  had  e x p e r i e n c e  w i t h t h e  f a c t  t h a t  in  t e r m s  of t h e  

t h i n g s  t h a t  y o u  a r e  a c t u a l l y  b u i l d i n g ,  t h e y  c a n  n e v e  r be  a s  a t t r  a c t i v e  

a s  t h e  t h i n g s  on t h e  d r a w i n g  b o a r d .  T h i s  i s  t h e  o n e  m o m e n t  o f  p e r f e c -  

ti on--when you have it there proper ly built out to solve all of the prob- 

lems. P-nd frorn that moment on it generally goes steadily down hi] I. 

:~3ut in the comparison between the unattrzctive what you have and the 

marvelous what you could get it's going to take some very car eful and 

some very h~-headed thinking to a,ssure that the unattractive what 

you can get gets its fair share of the dollars. 

That brings me now to tile final area that has been impressed 

I0 



upon my mind over the years, and that is the inability of all of us-- 

C ongre ss, busines s, the armed services- -to recognize the most salient 

featu re of all military procurement, and that is that time is money. 

Tim e is money. Time is preparedne ss. In this zeal to achieve 

the perfect program, in the review and re-re view and re-review and 

re-re-review that is gone through to make sure that no mistake is 

rnad% we have the terrible t enden cy to come out with progr ares, when 

they reach the procurement st age, that are two to three year s later 

than they might have bee n had this very elaborate and I think in the 

past quite neces sary program not been under taken, i%esult : When 

y o u  c o m e  o u t  w i t h  s o m e t h i n g ,  y o u  h a v e  i t ,  i e t  u s  s a y ,  t e n ,  f i f t e e n ,  

t w e n t y  p e r c e n t  b e t t e r  th  a n  i f  t h e  g r e a t  c a r e  t h a t  y o u  h a v e  e x e r c i s e d  

h a d  n o t  b e e n  d o n  e,  y o u  w o u l d  h a v e  a c h i e v e  d.  

N o w ,  t h e  p r o b l e m i s  t h a t  t h e  p r i c e  y o u  p a y  f o r  i t i s  s o m e t i m e s  

a s  m u c h  a s  75 o r  80 p e r c e n t .  T h e  p r o  g r a m s  t h a t  c o m e  ou t ,  a n d  by  

tile t i m e  t h e y  b e c o m e  h a t  d w a r e  a r e  o b s o t e s c e n t  p r o g r  a r e s ,  a r e  c o m -  

p l e t e l y  v a l u e l e s s .  A n d  t h e r e f o r e  s o m e w h e r e  d o w n  t h e  l i n e  a c a r e f u l  

a s s e s s m e n t  h a s  t o  be  m a d e  o f  w h a t  k i n d  of  p r i c e  a r e  y o u  w i l ! i n g  to  

p a y  f o r  p e r f e c t i o n ?  H o w  d o e s  t h e  f a c t o r  o f  t i m e l y  p r o c u r e m e n t  w e i g h  

a g a i n s t  t h e  f a e t o r  o f  p e r f e e t i o n  in  p r o c u r e  m e r i t ?  

I w o u l d  b e  t he  l a s t  m a n  to s a y  t h a t  t i m e - h o n o r e d  m e a n s  of  

a s s e s s i n g  t h e  n a t u r e  o f  w h a t  i s  to  be  p r o c u r e  d, a n d  l a t e r  w h a t  f o r m  

t h a t  s h o u l d  t a k e ,  s h o u l d  b e  d i s c a r d e  d.  T h e y  h a v e  g r e a t  v a l u e .  U n d e r  

t h e  s y s t e m  a s  w e  o p e r  a t e  i t  t h e y  a r e  s o m e t i m  e s  e s s e n  t i a  1, b e c a u s e  
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y o u  a r e  c a l l e d  t o t a s k ,  n o t  in  t e r m s  o f  whe,'o, y o u  g e n e r a t e ,  o r  v q h e t h e r  

150 m i l l i o n  d o l l a r s  w a s  l o s t  b e c a u s e  i t  c a m e  t o o  l a t e ,  o r ,  f a r  w o r s e ,  

w h e t h e r  a c i v i l i z a t i o n  w e  n t  d o w n  t h e  d r a i n  b e c a u s e  i t  w a s  t o o  l a t  e ,  
o f  l a w s  

b u t ,  r a t i m r ,  on w h e t i l e r  y o u  m e t  t he  te  c h n i c a l  r e q u i r e m e n t s  a n d  r e g u -  

l a t i o  n s  t h a t  h a d  b e e n  s e t  u p  in  t h e  y e a r s  in w h i c h  t h i s  t r  e m e n d o u  s b u r -  
e a u c r a  cy  

~ ~ l a s  b e e n  c r e a t e d  f o r  t he  p u r p o s e  o f  s o l v i n g  i n d i v i d u a l  p r o b -  

l e m s  rn a n y  o f  w h i c h  h a v e  lo  ng s i n c e  d i s a p p e a  r e d  b u t  t ne  r e q u i r e m e n t s  

h a v e  l i n g e  r e d  on .  

Now, I have been quite frank with you in my assessments. 

I lay no c! aim to bein~ a seer or to having any great depth of judg r,~ent. 

~{y association with the procurement area has been !e ss than other are2::, 

Ira the technical fields there's nora man in the room who is not as 

well or bette r grounded than I am. ]3ut I have lived now in various 

areas of our Co vernrnen t, at its top. I have had the privilege of deal- 

ing with the Government as a contractor and of carrying out the fu nctions 

of great private business as well as great business with the Gore rnrnent. 

I am a man who dee ply belie yes that ,'¥mer ica does not have the 

time for pious platitudes and happy self-congratulations. I think we 

are in a period of great peril. I have always fe it that a snarling Khrush- 

chev, did not present too great a dange r. $~ smiling one has always 

caused me great consternation. 

I think that in the io ng run the capacity of ~,merica t o diseipline 

itself is going to be the measure of our survival. I think it calls for 

the same sort of frank talk that we indulged in quit e naturally in the 
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early days of this republic. I think that all of us, as we ass ess the 

problena, have got to be motivated by the consider ation that we have 

been the inheritors, with less strain than most, of one of the gre at 

civilizations and one of the great living privileges of all time; and that 

our duty is to payit back. 

Thanks vet y much. 

C O L .  DAVIS: I~,i r .  P a c e  is  r e a d y  f o r  y o u r  q u e s t i o n s .  

h':i{. P A C E :  I w o u l d  l ike  to e x e r c i s e  the  p r i v i i e g e ,  b e f o r e  I a m  

s u b j e c t e d  to q u e s t i o n s ,  of te l l i ng  th i s  g r o u p  one s t o r y ,  if  I m i g h t .  I t ' s  

a s t o r y  of l i t t l e  John,  who w a s  s i t t i n g  by the f i r  e, a n d  h i s  f a t h e r  i s  

the re  r e  a d i n g  a book  w h i l e  John  i s  lo ok ing  a t  the n e w s  p a p e r .  John  

l o o k e d  up and  he s a i d :  "Say ,  P ops ,  i s  t he >~mpire  S ta te  B u i l d i n g  t he 

t a l l e s t  b u i l d i n g  in  the  w o r l d ? "  The  f a t h e r  sa id :  " L o o k ,  son,  I ' m  no 

a r c h i t e c t .  V i h a t  a r e  you t r y i n g  t o  do?  J u s t  a s k  m e  a q u e s t i o n  to 

e m b a r r a s s  m e ? "  W e l l ,  t h e  boy  s o r t  of s h o o k  h i s  head ,  and  he s a i d :  

" S a y ,  P o p ,  w h a t  m a k e s  g r a s s  g r e e n ? "  i le s a y s :  " L o o k ,  son;  I ' m  

no b i o l o g i s t .  W h a t  a r e  you t r y i n g  t o  do?  J u s t  e m b a r r a s s  m e 7 "  

T h e  boy  w e n t  b a c k - - h e  a l m o s t  had  t e a r s  in h i s  e y e s -  - a n d  he fe l t  t h e  

paper and he said: "Say, Pop, 

"Look, son, I'm no chemist. 

what makes this paper slick?" He said: 

Are you trying to ask me this just to 

embarrass me? " The boy had tears in his eyes and he said: "Well, 

Pop, you don't mind n~y asking you que sti ons, do you ?" "Why, " he 

said, "certainly not, son. How do you expect to learn anything unless 

you ask questions? " Now, with this in mind, I'm at your service. 
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QUi~STI©N:  P.'ir. P a c e ,  I t h i n k  a l l  o f  u s  a g r e e  w i th  you  in w h a t  

you  s a i d  a b o u t  the p r i c e  we pay  in bo th  m o n e y  and  t i m e  f o r  t h i s  10 o r  i 5  

p e r c  en t  i m p r o v e m e n t  we ge t  t h r o  ugh  u n d u l y  r e f i n i n g  o u r  p r o g  r a m s .  

O f  c o u r s e  I g u e s s i n  one s e n s e  t h e  a n s w e r  t o  t h i s  i s  j u s t  h a v i n g  the 

c o u r a g e  t o ~  s a y  " T h i s  is  e n o u g h "  and  go a h e a d w i t h t h e  p r o -  

c u r e m e n t .  ~ u t  ! w o n d e r  i f  i t ' s  th i s  s i m p l e .  One th ing  t h a t  ha s  i m p r e s s e  d 

me s o  f a r  in  m y  m i l i t a r y  s e r v i c e  i s  t h e  a m o u n t  of t i m e  tha t  we a l l  

s p e n  d j u s t  in d e f e n d i n g  w h a t  we a r e  do ing  and how l i t t l e  t i m e  tha t  le a y e s  

u s  to go a h e a d  w i t h  w h a t  we wan t  to do.  Of c o u r s e ,  t r y i n g  to f o l l o w  

y o u r  s u g g e s t i o n  is  go ing  to m a k e  t h i s  t h i n g  j u s t  t h a t  m u c h  h a r d e r ,  and 

I w o n d e r  i f  y o u  have  any  t h o u g h t s  a l o n g  t h o s e  l i n e s .  

?LL:~. P A C ~ :  I n d e e d  I d o .  And,  of c o u r s e ,  y o u r  po in t  i s  e x t r e m e l y  

w e l l  t a k e n .  T h a t ' s  t h e  r e a s o n  t h a t I p o i n t e d  out  t h a t  t h i s  i s  r e a l l y  

no t  j u s t  a p r o b l e m  of the a r m e d  s e ~ i c e s .  

b u s i n e s  s, and the a r m e d  s e r v i c e s .  

A g o o d  50 p e r c e n  t o f the  t i m e  t h a t  i s  

I t  i s  a p r o b l e m  of C o n g r e s s ,  

w a s t e d ,  t h e  d e t a i l  tha t  

is gone int o, is i~volved in the patti cular man who is doing it contem- 

plating what kind of a nsv~er he would give a congressional comrni tte e 

if he were called up to provide an answer. And therefore it involves 

the memorandum to X, who sends a memorandum back, and then the 

rr~rn orandum ~oes back and then the file is built up so that, if you are 

called up, you are per fectly prepare d to show that yeu did "your duty." 

I think that in the current situation, v¢ithout a real sense of 

urge ncy, what I propose is basically not d oable. On the other hand, 
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the fact that it is not doable does not mean that those of us who hav,~ 

a responsibility one way or another should not think about it; so that 

when the time comes when it mig'ht be doable we at leas t know what 

we are about. 

I agree with you also that there is no simpl e solution, no 100- 

percent solution, to the problem. But I am the kited of man who is 

not willing to le t the fact that you can't solve it completely keep me 

from trying to solve it partially. 

Ithink there's not a man in this room that won't agree with me 

that timely proc urement would in the !ong run set ve tiff s country's 

posture in finite ly better. In the i,ong run the i%us sians evaluate us 

by what we have. They evaluate us 59 what we have in terms of hard- 

ware, not degree of perfection between 85 and l 00 perce nt. 

going to be as important to them as what we have in being. 

rf fore I say that it is of ~reatimportance that those of us who believe, 

know, and under stand what the problen~ is think about it in its broader 

sense; take such steps as are available; educate, if possible, to the 

tremendous loss that comes to the country [rom our failure to eval- 

uate time as our m ost critical factor both money-wise and prepar ed- 

ness -wise. 

In other words, I have not said that this is an easily doable 

thing, nor even a presently doable thing. But the one thing I will not 

accept is the faUu re to tackle it because it is neither irnm ediate!y 

nor comple~ely doable. 

~hatts not 

And th ere- 
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QU~S TICN: 

contrac tin g officer s certain restrict ions. 

of the area of sinai!business, distresses 

~ilr .  ~ ' a c e ,  t h e  C o n g r e s s  h a s  p l a c e d  on m o s t  

I a m  t h i n k i n g  s p e c i f i c a l J y  

a r e a s ,  a n d  s o  f o r t h .  G'o 

y o u  t h i n k  t h a t  t h e  C o n g r e s s  veil.l, e v e r - - o r  p e r h ~ . p ~  I s l ] o u i d  s a y - - d o  

y o u  t h i n k  t he  ,2o n g r e s  s shou l . d  e v e r  g e t  ave a y  f r o m  t h e i r  p r e d i l e c t i o n  

in this particular wh~ t I call s octal area? 

~'iii~. P-,:~C~i~: I feel, as I am sure you do, that the tendency to 

try to achieve a satisfactory secial result to the down grading of your 

national defense posture is no more nor less than an evidenc e of the 

I ]. 
genera.~ ne.lef that the national defense posture is not compe_lling. In 

time of war you wou].d not undertake such a requirement. 

It has been im possible to get across to t he >,meriean people, 

or it has not been done effectively enough, that this cold war has in 

it al I the ingredients of hot war. This sort of thing, in m ~' jud~ent, 

is unwise; and it will only be eliminated when the greater sense of 

national urgency asserts its elf and puts this as a iqo. 1 priority. 

I will never forget that as Secretary of the e~rmyin the Korean 

-:gLa.r I spent a good one quarter of mytime, where contracts had been 

let to the .I owest bidder, who turned out to be quite inadequate to do 

the job. They were the !owestbidder, and by law we were required 

to accept them unless it was demonstrable that they were in eape.b .!e of 

doing the job. You acc epted them with t he grave st of mi sgivings. 

They fell behind in their program. You were forced to finance them. 

ventually they we re incapable of doing the prog~ra m. The progr am 
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w as turned over to someone who had bid higner and w no had the capa- 

bility, a year and a half late. The peop!e whom you had done this t o 

befPiend were broke. And the country had spent millions of dollars 

and was a year snd a half bel~ind in its program. And yet you had met 

the requirement of ~iving the bid to the lowe st bidder. 

It is this sort of thing that c an never stem from ju st a revision 

of procurement programs. It will only stern when enough people believe 

ti~t the essential requirement of our time is survival and not a better 

way of life. All of this stems ultinr~ately from the desires of the people. 

C ongre ss no more th~n reflects it. It requires in a democracy great 

leaders hip to cause a people to go against their natura! t enden cy, w hich 

is the easy way. Survivalis the hard way. The better way of life is 

pleasant politically, personally, and in every other way. V~hether 

that capacity exists in this nationis, in my judg-rnent, the measure 

of our capacity t o remain a world leader. 

That' s a broad answer to a short question. 

QUES TIGN: There is a school of thou ght which advo cares a 

single service of supply f or the f~rrned Forces. V'/ould you give us your 

thoughts in this area, especially with regard to how a large business 

corp oration, such as you r own, handles the problem? 

i\7!~. I~ACE: I have been on the fringes of that over a good per- 

iod of my official a nd unoffieial life. I say "the fri nges of it" advisedly, 

because I don't think I am qualified to give you a rea]!y valuable 

answer unless I dug quite deeply into the problem. 
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2'rom the point of view of large business, No. i, compared to 

the Government. the I arges t b usiness is miniscule, i,io. 2, we are 

not, gener ally speaking, controlled by other than t he laws of free enter- 

prise, which makes a great deal of differe nce. ~To. 3, we are not 

boun d by historie considera rio ns, which also makes a great deal of 

difference, bTo. 4, we are not, if we contemplate change, required 

to make a change that is carried out with all of the public problems 

that are involved in a great national governmental chang e, where you 

really have to get out in your und er-dr aw ers in pub!i c. 

I wishI could give you a simple answer. I would say to you 

theory the single procu rement program is unque sti onably the that in 

soundest, In practice, with 8.].I the factors that I have mentioned, I 

would have to know much more than I know now to say "Yes" or "b,~ o. '' 

QUESTION: l~r. P ace, the nature of your comments, particu- 

larly with r ega rd  t o t he thi nking of some people that mi litary expendi- 

tures are money down the drain, your comments with regard to t he 

ti me element, and particularly regarding the attitu de of business, t hat 

it should have more emphas is on the broader aspects of national secur i t y - -  

this, together with the facts that for the fir st time in the annals of 

;~merican econo mi c history our commerc ial imports are exceed ing 

our exports, and the cry of "Wolf" on behalf of some segments of indus- 

try t hat the impact of foreign competition is a little too great, sugges t 

that possibly vce may not be accepting the economic challenge. Would 

you be so kind as to lift y our sights one level and address  the substance 
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of your remarks to the role of industry in the cold war? 

_h,i[i%. PACE: This, of c ourse, is a tremendous problem, because 

you have touched upon the long-range problem thatindustryis just 

now beginning to think through for itself. I have just been three weeks 

inAustr a!i a and lqe w Zealand, where I was presen fly known as "~.!r. 

I! 
P yce. 

I must tell you a wonderful story. I went out there for a diver- 

sion and for some benefit to international under standing as head of a 

group called the International Go if Associati on. 

nations playing i n i t. Australia--you'll love 

British sense of discipline and the z%merican 

It has 32 di ffe rent 

it, because itts got the 

sense of el an and esprit. 

:~",y gosh, they're the most inde pendent bunch of guys you ever saw in 

your life. 

h':i ddlekoff and Snee d wer e coming down the f airwa y with Thomp- 

son and ~age ]. and I was standing back of t he ropes. Two of these 

Australians looked at me and they said, "Why, it's ~/:r. Pyce. ~Tou're 

entitled, .W.r. Pyce, " and they lifted up the rope and I we nt under. 

~-.'iidd!ekoff ridge ted around and he picked up the grass and dropped i t 

down and I said, "ile's very careful, isnlt he?" This voice from the 

gallery said: 

bloody slow. " 

put your head out and got it knocked off, 

I traveled in t hat part 

"We! i, "Eo vernn r, may be ¢'Ireful to you, but to m e he's 

.P*nother voice in the gallery says : "A.h, ,Governor. 

didnTt you ?" 

ten d a y s  in ~urope. 

of tile world. Then Iam justback from 

It's no cry of "Wolf"--titis business of wor Id 
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n ~ r k e t s .  A s  t h e s e  p e o p i e  d e v e l o p  f u r t h e r  c o m p e t e n t  e,  a s  t h e y  a r e  

in  a u t o m a t i o n ,  a s  y o u  h a v e  e q u a l i t y  o f  c o m p e t e n c e ,  a n d  g r e a t e r  d r i v e  

in  t h e  l a b o r  f o r c e ,  p l u s  t h e  v a r i a t i  on  in  t h e  d o l l a r  p a y m e n t s ,  t h e  c a p a c i t y  

o f  t h e  U .  S .  to  s e l l  a r o u n d  t he  w o r ] d  b e c o m e s ,  in  m y  e s t i r n a t i o n ,  i n c r e a s  - 

d "  " i n g l y  1 f f l c u l t .  

A n d  s o  I t h i n l :  w e  h a v e  n o t  j u s t  to r e a s s  e s s  o u r s e l v e s  i n t e r n a l l y  

i n t e r m s  of  o u r  r o l e  i n  t h e  c o l d  w a r .  I t h i n k  t h e  U n i t e d  S t a t e s  o f  A m e r i c a  

h a s  g o t  to t h i n k  a l i t t l e  b i t  m o r e  c a r  e f u l l y  in  t o  to  h o w  i t  h o l d s  i t s  p o s i -  

ti on in the world. 

You see, v¢e enjoyed a positi on that was unique in ci vii izatio n. 

iq o civi liz ati on in history ever grew up with purely internal problems, 

as we did after the Civil '..;'~rar. vV-e had two oceans to protect us, a 

friendly neigi~or to the north, a we ak neig'hbor to the south, and vast 

material resources. We took the free enterprise system and we used 

it to build a better way of life for our people. To our eternal credit, 

we built a better way of life not just for the few, but for the many. 

~ut what we did, we produced to satisfy ourselves, and the excess, 

which we produced better than other places in the world, we sold 

around the world. 

Today we are faced with the fact that our internal requirements 

are not going to be sufficient to sustain the kind of econon]y to wi~/ch we 

have grown accustomed; and the worid n~arket: continue~-pand will con- 

tinue, to shrink. 

So from the point of view of thoughtful businessnlen, I think 
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bigger 
most of us recognize that we are only a portion of a much ~ prob- 

lem of how d o you organize America in such a fashion that it fundamen- 

tally can retain its le aders hip over the years ? 

Now, a strong America economically is ju st as important 

as a strong Ameriea militarily. I do not think myself that the two 

necessarily conflict. I don't think t hat arbitrary determinations as 

to what is required in one area are or sho uld be the determining factor 

as to what you do in another area. Wha t I am. really saying is that to 

those of u s who are deeply eonce rned about the future of America, 

the p roblem i s, as you quite aptly described it, much broader than 

merely what do we do in this particular field. 

QUES TIC.N: You painted a very good picture of why some of 

our pro curemen t is costing the equivalent of gold bullion in weight. 

A fte r we hay e spent many billions of dolla rs in developing a system or 

systems, when we get into the procurement stage, the m ore we buy 

tlen, the cheape r the product becomes and the percentage of our stand- 

ingdefense capability can be increased at a much greater rate for 

less relative amounts of money. We know that some of these programs 

that have been cut back, like the ~-58 or maybe the 13-70 program, 

had come about because of limitations on our defense budget. Now, 

looking at it from t his st andpo int now, and having- been on both sides 

of the picture, do you think that we are spending enough money on 

defense  in t h i s  count ry ,  

bit,  p l e a se  ? 

and wou id you address  this problem a little 
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h::.::. P A . ~ .  ~,ly o w n  f e e l i n g  i s  t h a t  t h e r e  a r e  a r e a s  a t  t h e  

p r e s e n t  t i m e  in  w h i c h  c o n s i d e r a b l y  m o r e  m o n e y  c o u l d  b e  j u s t i f i a b l y  

s p e n t .  O n e  of  t h e  L h i n g s  t h a t  I h a v e  d o n e ,  a n d  d o n e  w i t h g r e a t  c a r e ,  

i s  to  a l w a y s  k e e p  p r e  e m i n e n t l y  i n  m y  m i n d  t h a t  m y  r e s  p o n s i b i H  t y  t o  

m y  c o m p a n y  i s  i n f i n i t e l y  I e s s  t h a n  m y  r e s p o n s i b i l i t y  to  m y  c o u n t r y .  

A nd  t h e r e f o r e  a n y t h i n g  I s a y  h a s  n o t h i n g  to  do  w i t h  m y  p r e s e n t  p o s i t i o n ,  

b e c a u s e  I s p e n t  m o s t  o f  m y  l i f e  i n  p u b l i c  s e r v i c e  a n d  r n y  b a s i c  h e a r t  

l i e s  w i t h  t h e  c o u n t r y .  

T h e r e  i s  a t e n d e n c y  to  f e e l  t h a t  w h e n  a m a n  s p e a k s  h i s  m i n d ,  

h e  i s  b e i n g  s o l e l y  c r i t i c a l .  I s a i d  m a n y  t i m e s  t o m y  f r i e n d s  on t h e  

o u t s i d e  t h a t  m y  p e r  i o d  in  ~ o v e  r n r n e n t  h a s  e l i  m i  n a t e d  the  g r e a t e s t  o f  

a l l  . ' k m e r i c a r [  p r i v i ]  e g e s  f o r  m e - - t h e  p r i v i !  e g e  o f  i r  r e s p o  n s i b l e  c r i t i c i s m .  

I n  a n s v ' e r  t o y o u r  q u e s  r io  n s p e c i f i  c a ! l y ,  I h a y  e w a t c h e  d t h i s  

p e r i o d  c o m i n g  on,  a p e r i o d  o f  g r e a t  t r a n s i t i o n .  T h i s  i s  a p e r i o d  w h e n  

y o u  a r e  t r  a n s i t i o n i n g  in  m a n y  a r e a s ,  f r o m  p r e v i o u s  c o n v e n t i o n a l  w e a p -  

o n s  to  t h e  m i s s i l e  e r a .  ~ o u  a r e  m a k i n g  v a s t  ~ "° _ 
- ~ s~l~ t,~ in  y o u r  w n o ! e  n a v a !  

a p p r  o a c h  to t tie d e f e n s e  o f  t he  U n i t e  d S t a t e s .  T h e  -"~rm:/ i s  r n o v i n g  

f r o m - - I  m u s t  s a y  t h a t  w h e n  I s p o k e  to  t h e  g r a d u a t i o n  a t  W e s t  P o i n t  

i n  19 50,  I d i d  n o t  e n d e a r  m y s e l f  to  :.'_~'ort i ( n o x  by  "- -. 
,~ayln,g t h a t ,  in  rn y 

e s t i r n a t  i on ,  t he  d a y  w h e n  t h e  t a n k  w a s  c o m p e i i i  n.g" orl t ~e  b a t t l e f i e l d  

h a d  n o w  di  s a p p e  a r ea l .  T h a t  w a s  1950.  I f e e l  ti~ a t  t h e  .:-irrny i s  r n o v i n g  

f r o m  t h e  c o n v e n  t i o n a l  w e a p o n s  to  w h a t  I t h i n k  m o r e  a d e q u a t e l y  e q u i p s  

t h e  s o l d i e r  f o r  t h e  k i n d  of  w a r  we  a r e  going" t o  be  f i g ' h t i n g  i n  t h e  f u t u r e .  

~- n d  t h e  ~hi r i~;'orce i s  in  t h a t  t r e r n e n d o u s l y  d i f f i c u l t  p o s i t  i o n  o f  m a i n t a i  n -  
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ing enough of the proven and at the san~e tim e mo~dng on to that area 

in x.chichyou can not afford to allow the ether fellow to get a lead on you 

inthe untried areas of n-lisselry and space, that makes it the most 

expensive tir.ae, in m y estimatio n, in history. 

I d o not believe t hat the degree of flexibility that is inhere,'~ t 
there 

inpr ogrammin~ a proper defense has b e e n ~  I b eli eve there has 

been a greater degree of rigidity of determination on an economic basis. 

T here is no way to say t hat you are adequ ztely deeended by spending 

as touches you take in. It mayhappen to be that way, butit would be 

quite coincidental. 

I just happen to think that at this particular juncture in history 

it is tr emendous!y irnportant, both from] the point of view of internat- 

al po]ic y, and from the point o f view of the sound deve!opn-Lent of our 

whole defense system over the ~ears, because you're goin~ to pincl; 

in both places, to try to make the present adequate and ~he future suf- 

fi cient. ~Zou're going to pinch in both places, and you're going t o po.y 

a price either for the present or for the future or for both. ~znd 

therefore, recognizing that I don't see all of the things that ti]os e who 

make the final decisions see, my judgment is that at this juncture in 

history I would be spending con siderably more. 

I tried to couch this in a fashion which I think is important, 

and that is, not in saying" someone has done wrong, but, rather, in 

saying I do not think the basic concept on which the deterrninati on was 
th e 

n%ade is sound eitl~er for now or forAlong range; and I never have 
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thought so. 

• <lJ.,a~ TICbT: There are 14 5 of u s in this class and we are 

with the need 
learning a great de~l, but vce are aJ1 s ~ ~- 

- - truc,~, I think, for sprea olng ti~is 
A 

i~forrn~ tion over a wider " ~-" -- oa~,1.~. It wou[d be wonderful if eve ry P~mer- 

ican could, hear wi~at we are hearing in t his sci~ool. ~' i , ~ hat s rather irn prac- 

tical, I guess. ]~'ut there's one body that needs the information just 

as much as we ,~o, I think, and that' s the ilon~res s. i'~rom your close 

contact with Congress, can you think of any practicable way in which 

this information could be imparted to them? I am thinking of some- 

tmn5 th at perhaps might be ca.11e d t he Co ngres sional Academy, with 

a series of lectures over a long period of time. 

...... You know, one of the strengths of the armed ser- 

vices, as Iviewed it over the years, has been the educationa~ system. 

You are the only peop!e who are privileged to be educated as you move 

along in your careers. In business that opportunity occurs to you if 

you are a Sloan fellow at ~,.~IT, or if you take a year off and go to !Jar- 

yard f~usines s School. 2ut it is this process of tearing a year out of 

your life for education. 

I am afraid that, as things now stand, the Congress would 

regard a eongressional academy as an affront to its dignity. I am no t 

in any sense of the word laughing at your suggestion, because it's the 

sort of thing we have to think about, because there is nothing that we 

are going to do t o get tld s educational process across that is not going 

to be first subject t o being l aughe d at. 



I k n o w  n o s o l u t i o n .  I h a v e  c e r t a i n l y  t h o u g h t  t he  t h i n g  o v e r  

f r o m  e v e r y  p o i n t  of  v i  e w .  I h a v e  t r i e d  w h e r  e v e r  I c o u l d  to  m o r e  the  

C o n g r e  s s  a n d  the  G o v e r n m e n t  c l o s e r  t o g e t h e r .  V / h e n  I wa  s S e c r e t a r y  

I e n j o y e d  the  k i n d  of  i n f o r m a l  r e l a t i o n s h i p  t h a t  p e r m i t t e d  m e t o  tal l< 

o v e r  p r o b l e m s  i n  a f a s h i o n  t h a t  o b v i a t e d a  l o t  o f  t he  t i m e  w a s t e  t h a t  

goes on with the ]o ng and laborious hen rings, 

foreordained before they start. 

else. 

the  r e s u l t  of  w h i c h  ,~$ 

To me t he problem really centers there as much as anywhere 

iIow it is t o be solved I frankly do not know. I am ternpted 

really t o quote t o you a column of Wi!l Rogers in t he l~irst '~Vorld ~:~; ar. 

T he Germans w ere giving us unshirted hell with the submarines and 

one day }%oge rs t column appea red and he said: "Co rman Submarine 

~.':enace Solved. " la:e said: " It has been discover ed beyon d a perad- 

venture of a doubt that the submarine cannot survive in boiling water. 

bTow," he said, "if you will raise the temperature of the ocean to the 

boiling point, ali o f the Cerman submarines will be el im inated. " Eie 

said: " There will be those of little mind who will in quire how this 

is to be done. To them I say, 'I have pointed the path. You find the 

solution. '" 

COL. -'~ ~ e De~ ¢rL: ?JLr. P a c e ,  I t h i n k  I c o u l d  e a s i l y  go  b a c k  to 

your original story--and it's borne out by the last question--that this 

is the way we learn. On beha if of t he Co rnmandant and the entire 

college, thank you vet y much. 

IVlf~. PACE: It's been a great privile ge to be with you here 
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today. I really m ean that. 
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