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VIEZWE QG INCUST 2Y ON MILITARY PROCUREMENT

16 D'ec ember 1956

ATy N

CENE AL MUNLY: The motto of the Industrial Colle ge,
as you all know, is "Industry and Uefense are Inseparable." This
motto is in Latin, but I give it to you in Znglish, since I can't pron-
ounce the Latin too well, Itimplies--and certainly there is a great
need for it--that defense and industry will get toge ther and have a2 com-
mon under standing in the prudent management of our resources in
national security,

Cur speake r today has had a di stinguished background both in
industry and in Government, and par tic ularly in the military side of
Covernment, uring Woerid War II he serve d as an Air Force offic er.
Subs equently ne has been Lirector of the Sudget and he's been Secre tary
of the Army. These positions, coupled with his position in industry,
have brought him {ace to face with some of the most serious national
and international problems that we face, e couldn' be m ore fortu-
nate, therefore, than to have Mr. ¥ace share hig views on military
procurement with us at this time.

It is with the greatest pleasure that I pre sent the Chairman of
the foard of Ceneral Lyynamics, Mr, ¥rank Pace.

Mi. PACHE: Thank you very much, General,

I doubt that I will have an oppor tunity to address an audience

that I personally consider more important in te rms of the long-r ange



capacity of our couniry to survive than this grouo here, This is my
second time here. I have addressed the War Colleges of each of the
three services and the National War College. Imust say to you that
I put a priority on talking to military people (1) because I generated

a deep affection for them when I was Secretary of the Army and (2)
because 1 think they have a great role to play in tr ying to insure the
ultimate survival of not only this nation but also free civilization.

I thought that today I would talk to you about my own thinking
in te rms of the broader concepts of procurement policy. As I was
thinking this over coming down on the plane, I felt that probab ly the
most important thing that needs to be done in te rms of improv ing our
procurement proce ss 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 1ook at the whole program does not lie in any
particular place that I have seen yet in Covernment, industry, or the
Congress, Infact, the tendency is quite in the opposite direction,

I remember when I was Director of the Zudget, I was responsible in
the first year of the Hoover < ommission Re port for the acceptance

in the Congress and passage in the law of over 50 percent of them.
AndIremember as we came up with the new form of budget, old John
Tabor 1ooking down at me and saying: 'Young man, you're the man

w ho eliminated those green sheets.,” 'To him this was a horre ndous
prop osition.

Now, this is born of the fact thati over the years the procur ement
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proo lems have grown so infinite iy complicated that the ordinary

C ongre ssman, trying to do a proper job, feels himself completely 1ost,
If he tries to assess the whole ramifications of a Polaris system, or

a 8- 58 system, or the new missile developments in the Nike-Zeus

area, there is nothing really that his mind can grasp; and therefore
there ig a tendency to go for the miniscules. There is an urge to reach
for the oyster forks, the 6 by 8 cards and what they cost, and how many
new automobiles were bought last year,

I am not saying this in either a fa cetious or a cute or a critical
sense, Itis a fact of life. I should say to you that the original function
of the Congress of the United States was that of watchdo g of the pub lic
funds; and the tribute to the job that they have done is that in the rich-
est and most lush civiliz ation that history has eve r known, corruption

of
is virtually unbear cly ;nd that the control of public funds is a matter
of sound satisfaction in terms of our capacity to avoid corrup tion,
to the vast mayority of the citi zens of this country.

I think that our problem comes not fr om a failure on tne part
of the Congress to seek to do its duty, but, rather, from the fact that
tie whole set of conditions have cnanged, to the point where it is no
longer necessary or important to make sure that the procure ment
officer down the line is not making away with a thousand dollars; but,
rather, that the problem now is to have a sensitivity to the whole broad
sweep and scope of national procure ment, not just as an instrument of
national military strategy, but, {rankly, as the creator today of national
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wilitary strategy. It's no longer the strategist who determines the
weapons, Ii's the weanons that determine the strategy.  And thereiore
it is increasingiy difficult, as the problems become m ore compili-
cated, more impossible to grasp, to keep those who have the ultimate
review from reaching for the small instead of the large.

I say this to you because I say it not in a spirit of destructive
criticism, but in 2 spirit of constructive critici sm, because there are
few men in America w ho have more warm personal friends in the Con-
gres s, both the Senate and the Tiouse, on both sides of the aigle, than
do I, and very few people who hold thern individually in higher regard
tnan I do. There are a few, and uafortunately they are the generally
publicized few, whe are, in my estimation, quite ir responsible, iut
this is the exception rather than the rule,

I think, secoundarily, there is a further requirement for educa-
tion in business. 1 think those of us who are in the business fiel ¢ nave
a responsibility to recognize that we must practice greater self-yestraint
in ow total attitude toward the functions of national defense, It's ter-
ribly nard, you incw, to equate the requirement of making m oney
and the responsibility to the stockholders to the broade r respon sibii-
ity to insure that we generate the right products for tihe United States
Government in time. The latte r must and should alwa ys come fir st
and foremost; but we ought also under the {ree enterprise system have
tie respon sibility for making money and for making a return to the stock-

holders. I think thata good deal more thought on our partis essen-



tial in this broader field in order te create the kind of relationshin
that must exist betwe en ourselves and the Armed Xorces if we are to
be the kind of te am that we like to talk about so hapnily.

For your own part I think that » reasse ssment of your broad
objectives in procurement is essential, I am sure this sort of r easse ss-
ment goes on wita great regularity, 1I'il be perfectly frank, I don't
believe I e ver gene rated an idea as Secretary of the Army that some~
one was not able to pull out a file where it had been pre viously con-
sidered. Ialso advised them that while that was interesting, it was
not o question of whether somebody had th ought about it once before.
“Whatl wanted to know was, What had they done about it? And I think
that from your own point of view it is not only essential that a reasse ss-
ment be m ade of broad procurement purpo ses, not in the narrow tech-
nical sense but in the broader sense; and that the broad benchmarks of
wnat is expected to be achieved should be set out, and then some deter-
mination of a folilo w-through to be instituted,

In this light it seems to me that at s ome noint, with procure~-
ment gr owing increasingly im portant in the nroblem of survival, a
group consisting of two of the leader s in the Senate and the Flouse, two
disti nguished businessmen, and possibly two active officer s with exper-
ience in procure ment and two retired offic ers with experience in pro-
cureme nt, might s ometime be asked to lay a pattern of where you
seek to go, not basically to provide the answers, bec ause tha‘t{, just
frankly, can't be done; but to know what it is that we seek to zchieve
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inthis area, and to know where it is that we want to go,

Now, as I sce it and leok admittedly not right in the field of
conflict, but from ratner a distance at tae whole procurement proce ss--
I have looked at it as e puty Director of the Budget, then as lirector
of the Budget, and as Secretary of the Army, and now m ore Jaterally
as o member of industry--while I have never been intim ately engaged
inthe give and take, certain clear ideas come outin my mind; and one
of the things that, broadly speaking, disturbs me most is the complete
abse nce of Sbemimskistyy flexibility in the procure ment and negotiation
Droc ess,

The renegotiation proviso sets up the limitati on beyon d which
total earnings cannot be achieved. In doing this, it to a high degree
negatives the normal incentive process that has been the basically
succ essful factor in {ree competitive enterprise. I am not saying
that it is wise or unwise. I am merely saying that that is a fact. &4nd
if it is a fact, the justification for it is (}) to be sure that no one has
undue return from the Gove rnment for ita work; but also should be
that since overall only so much can come from the Covernment in a
given year to a given institution, there should be an oppo rtunity for
flexibility of nezotiation down below that would permit, in my estima-
tion, broad gage The Government to get more for its money,

Now, there is 2 second factor that has stood out in my mind,

I have always felt that one of the problems of supporting defense which
I belivve is essential to the survival of our country has been the old

o
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phra se that it is m ontey poured down the drain, I undertookin a speech
before the American Bankers Associati on called 'Rea ching for the Ulti -
mate' to point out that a great deal of the m oney so spent does not
in any sense of the word go down the drain, I pointed out that many
of the great medical a dvances of cur times had resulted from military
expe nditures; that there would be none of the vast horizons gpened by
the peaceful atom., had there been no military expe nditures, and that
in the whole fieid of electronics, the growth and development and sweep
and scope of it had been established by military expenditures.

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

commingle

felt that some greater effort should be made to.-eemggke those things
that are used . - in our civilian society, in our commercial enterprise,
and those things that are used by the military. I realize the exireme
difficulty that is in volved. b take an ordinary commercial truck and iry
to subject it to the rigors and requirements of what a2 war would demand
is on the face of it not sensible. And yet somewhere, if we are to
sustain this burden over the years, there has got to be thinking between
the commercial develope rs and the military developer s in this country
as to how these things can come to some degree out of one pot, now
off-the-shelf buying can become pos sible,

Now, tioe military is not without fault in this regar d, because
the requirements that have been set have been, in my judgment, in

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

is sought someti mes serves to defeat itself, And]I tiink as you lock
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back at the problem of, How do you rersuade a democracy over the
years to pay for what is to me insurayge, but what might be to another
man moeney down the drain? How do ycu in the period of the smiling
and pleasan® and unbelievably crafty Khrushchev continue to keep a
democracy on the qui vive in terms of supporting the things that are
important, but never demonstrably important: To do that I think some
of the old requirements have got to be ylelded. I think some very
thoughtful approach.  to what it is that must be done, as opposed to
what it is that can be done, is very much in crder.

Another area that hag always struck my mind in terms of the
broader-gage problems 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 vast difficulty of the research and develop-
ment program that gets three-quarters of the way down the road and
then is discarded,

Fut even more important are the situations in which research
and development matures into procurement, but procurement is itself
terminated about a quarter of the way down the road, either because
the device itself is found to be inadequate to meet the changing require-
ments of the time, or because something quite new on the drawing board
tends to obsolesce it,

And I feel that if there is to be continuity of program, this calls
for a much tighter integration of research and development and procure-
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meant tnan ias been achieved in the past; that there must be, when a
program is undertaken, some under standing of when that program is
zoing to come into fruition and the staging of tane next step, so you can
get the most from your procurement dollar.

YWhen you look at some of the things that we produce and note
the quantity in which they are being procured, you find that they are
the equivalent of their procure ment in solid gold bullion, ZAnd you find
this not only because the m ateriel of war is growing increasingly
ex¥pensive for a vast number of reasons, but you find it bec ause there
is no program that can be generated in which a small amount of nro-
cure ment is under taken that does not constitute one of the most expen-
sive programs in the world.

Now, one of the assessments of sound manage ment in the com-
mercial field is the capacity to select reasonably early in the game
those programs that you as a businessman are prepared to carry through
to a conclusion and your determinati on that this will be a consistent
money maker over tne span of its life, Ve have a much easier job in
busines s than you have in the military forces because we always have
the dollar sign to identify tne wisCom or lack of wisdom of the course
that we pursue., Cver a period of time you can build up a fairly effec-

certain
ti ve means of determining whe ther you will cr will» not ~arry afprogram
through to a conclusion that generates a sufficient return on your capital
to justify that e xpenditure,.

I.ind you, it's not easy even there., I ind you, in the course
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of a decade even the wisest managements make a2 substantial number

nf mistakes. Zut the one thing you know in business is that you cannot
nurs ue all of the attr actfve€ programs or even the vast majority of
trem. Andscit seems to me that oane of the real problems that you
have in your total planning in the procure ment field is the determina-
tion of the cut-off point in research; the point at wnich, no matter how
attracti ve it looks, you come to the conclusion that it will not in the
time span involved provide you with the m ost important we apon that

you want,

The great danger that you face--and we are approa ching that
danger at the present time- -is that there can be so many attracti ve
rese arch pro grams that you end up with virtually no procur ement program.
We may end un in the thoroughly unenviable situation of being recquired
to repulse a Rus sian attack with blueprints,

Now, I have had experience with the fact that in terms of the
things that you are actually building, they can never be as attr active
as the things on the drawing board, This is the one moment of perfec-
tion--when you have 1t ther e properly built out to solve all of the prob-
lems. And from that moment on it generslly goes steadily down hill,
EBut in the comparison between the unattractive what you have and the
marvelous what you could get it's going to take some very careful and
some very hayva-headed thinking to assure that the unattractiive what
you can get gets its fair share of the doilars.

That brings me now to the final area that has been impr essed
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upoil 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,
Time is money, Time is preparedness. In this zeal to achieve
the perfect program, in the review and re-review and re-review and
re-re-review that is gone through t o make sure tnat nc mi stake is
made, we have the terrible tendency to come out with programs, when
they reach the prccur ement stage, that are two to three years later
than they might have been had this very elaborate and I think in the
past quite neces sary program not been under taken, Result: When
you come out with something, you have it, let us say, ten, fifteen,
twenty percent better than if the great care that you have exer cised
had not been done, you would have achieve d,

Now, the problem is that the price you pay for it is sometimes
ag much as 75 or 80 percent, The programs that come out, and by
tte time they become har dware are obs olescent progr ams, are com-
pletely valueless. And therefore somewhere down the line a careful
asse ssment has to be made of what kind cf price are you willing to
pay for perfection? How does the factor of fimely procurement weigh
against the fa ctor of perfection in procure ment?

I would be the last man to say that time-honored m eans of
asse sging the nature of what is to be procure d, and later what form
that should take, should be discarde d. They have great value. Under
the system as we oper ate it they are sometim es essential, becau se
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you are called to task, not in terms of when you generate, or waether
150 million dollars was lost because it carne too late, or, far worse,
w hether a civilization went down the drain because it wa s too late,
of laws

but, rather, on whether you met the te chnical requirements}\and regu-
iations that had been set up in the years in which this tr emendous bur-
e aucracy
EmMaaemeNEy- 125 Deen cre ated for the purpose of solving indivi dual prob-
lems m any of winich have long since disappeared but tihe requirements
have lingered on,

Mow, I have been quite frank with you in my asses sments,
1 Tay no claim to being a seer or to having any great depth of judg ment,
My association with the procur ement area has been le ss than other ares:.
in the technical fie lds there's not 2 man in the room who is not as
well or better grounded than I am. 3utl have lived now in various
area s of our Covernment, at its top, I have had the privilege of deal-
ing with the Government as a contracter and of carrying cut the functions
of great private business as well as great business with the Gove rnment.

Iam a man who dee ply belie ves that America does not have the
time for picus platitudes and happy self-congratulations, I think we
are in a peried of great peril. 1have always felt that a gnarling Xhrush-
chev. did not present too great 2 danger. A smiling one has always
caus ed me great consternation,

I think that in the long run the capacity of America to discipline

it self is going to be the measure of our survival, I think it calls for

the same sort of frank talk that we jndulged in quite naturally in the
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eariy days of this republic. 1 think that all of us, as we assess the
prob lem, have got to be motivated by the consider ation that we have
been tne inheritors, with less strain than most, of one of the great
civilizations and oae of the great living privi leges of all time; and that
our duty is to pay it back,

Thanks ver y much,

COL., DAVIS: Mr, Pace is ready for your questions,

MR, PACHE: Iwould like to exercise the privilege, before I am
subjected to questions, of telling this group cne story, if I might. It's
a story of little John, who was sitting by the fire, and his father is
tiere re ading a book while Joan is looking at the newspaper, John
looked up and he said: "Say, Pops, is the FEmpire State Building the
talle st building in the world?" The father said: " Look, son, I'm no
architect, Whatare you trying to do? Just ask me a question to
embarrass me?' Well, the boy sort of shook his head, and he said:
"Say, Pop, whé.t makes grass green?'' Tie says: "Look, son; I'm
no bionlogist, What are you trying to‘ do? Just embarrass me?"
T he boy went back--he almost had tears in his eyes- -and he felt‘ the
paper and he said: '"Say, Pop, what makes this paper slick?'" THe said:
"Look, son, I'm no chemist. 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 my asking you que stions, do you 2" "Why, " he
said, '"certainly not, son. How do you expect to learn any thing unless

you ask guestions?'  Now, with this in mind, I'm at your ser vice,
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RUESTICN: IMr, Pace, I think all of us agree with you in what
you said about the price we pay in both money and time for this 10 or 15
percent impr ovement we get through unduly refining our prog rams,
Gf course I guess in one sense the answer to this is just having the
cour age to ywamemmsek say ' This is enough' and go ahea d with the pro-
curement. Dut I wonder if it's this simple, Cne thing that has impresse d
me so far in my military service is the amount of time that we all
spend just in defending what we are doing and how liitle time that le aves
us to go ahead with what we want to do., Of course, trying to follow
your suggestion is going to make this thing just that much harder, and
I wounder if you have any thoughts along those lines,

M, PACE: IndeedI do. And, of course, your point is extremely
well taken, That's the reascn that I pointed out t hat this is really
not just a problem of the armed services, It is a problem of Congre ss,
busines s, and the armed services.

A pood 50 percent of the time that is wasted, the detail that
is gone into, is iywolved in the particular man who is doing it contem-
plating what kind of answer he would give a congre ssional committee
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
mem orandum goes pack and then the file is built up so that, if you are
called up, you are per fectly prepared to show that you did "your cuty,"

I think that in the current situation, without a real sense of

urgency, wnat I propese is basically not doable, On the other hand,

14



tne fact that it is not doable does not mean that those of us whno hawe:
a responsibility one way or another should not think about it; so that
wiienl the tim e comes whien it might be doable we at least know what
we are about,

I z gree with you also that there is no simple solution, no 106-
percent solution, to the problem. =utl am the kiud of man wio is
not willing to let the fact that you can't solve it completely keep me
from trying to solve it partially,

I tnink there's not a man in this room tnat won't agree with me
tnat timely procurement would in the long run serve this country's
posture iniinitely better, In tne long run the Rus sians evaluate us
by what we have. They evaluate us by what we have in terms of hard-
ware, not degree of perfection between 85 and 106 nercent, That's not
going to be as important to them as what we have in being. And there-
fore 1 gay tnat it is of great importance that those of us who believe,
know, and under stand what the problem is think about it in its broader
sens e; take such steps as are available; e ducate, if nossible, to the
tremendous loss that comes to the country from our failure to eval-
uate time as our m ost critical factor both money-wise and nrepar ed-
ness-wise,

In other words, I have not said that this is an easily doable
thing, nor even a presently doable thing, DBut the one thing I will not
accept is the fal'ure to tackle it because it is neither imm ediately
nor completely doable,
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QUES TICN: Mr, I'ace, the Congress has placed on most
contrac ting officer £ certain restrictions, I am thinking specifically
of the area of small business, distressed areas, and so forth, Zo
you think that the Tongress will eve r--or perhape I snould say--do
you think tihe Zongres s should ever get away from their prediiection
in thie particular whatl call social area?

Niwe PaCH: Ifeel, as I am sure you do, that the tendency ic
try to achieve a satisfactory sccial result to tiie down grading of your

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

—

gene rai pelie f that the national defense posture is not comwelling. In
time of war you would not undertake such a recuirement,

It has Deen im possible to get across to the American people,
or it hag not been done effe oti vely enough, that this cold war has in
it all the ingredients of hot war. This sort of thing, in my judgment,
is unwige; anau it will only be elim inated when the greater sense of
national urgency asserts itself and puts this as a No., 1 priority.

I will never forget that as Secretary of the Army in tiie orean
Yfar 1 g pent a good one quarter of my time, waere contracts nad been
let to the lowest bi dder, who turned out to be quite inadequate to do
the job. Tlhey were the lowest bidder, and by law we were required
to accept them unless it was demonstrable that they were incanable of
aoing the job, You acc epted them with the grave st of mnisgivings,

T hey feil behind in their nrogram. You were forced teo finance them.

wventually they we re incapable of doing the program. 7The program

1o
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was turned over io someone who had bid higher and w ho had the capa-
bility, a year and a nalf late. The people whom you had done this to
befriend were broke. And the country had spent m illions of dollars
and was A year and a half behind in its program. And yet you had met
tne requirement of giving the bid to the lo we st bidder.

It is this sort of thing that can never stem from just a revision
of procure ment programs. It will nnly stem when enough pecple belie ve
trat the essential requirement of our time is survivel and not a better
way of life, All of this stems ul timately from the desires of the people,
T ongre ss no more than reflects it, It requiresin a democrac y great
leaders hip to cause a peoplie to go against their natural tenden cy, whicih
is the easy way., Survivalis the hard way. The better way ol life is
pleasant politically, personally, and in every other way. ‘hether
that capacity exists in this nation is, in my judgment, the measure
of our capacity to remain a world le acer.

That's a broad answer to a short question.

QUESTICN: There is a school of thou ght which advo cates a
single service of supply for the Armed Yorces. Would you give us your
thoughts in this area, especially with regard to how a large busines s
corporation, such as your own, handles the problem ?

ATH. PACE: I have been on the fringes of that over a 2ood per-
iod of my official and unoffi cial life. I say "the fringes of it" advisedly,
because I don't think I am qualified to give you a really valuable

answer unless I dug quite deeply into the problem.
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From the point of view of large business, No. l, compared to
the Government, the largest business is miniscule, o, 2, we are
not, gener ally speaking, controlled by other than the laws of free enter-
nrise, which makes a great deal of difference. No. 3, we are not
bound by historic considerations, which also makes a great deal of
difierence. INo. 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 gover nmental change, where you
really have to get out in your under-drawers in public,

I wish I could give you a simnle answer. I would say to you
that in theory the single procurement program is unque sti onably the
soundest, In practice, with all the factors that I have mentioned, I
would have to know much more than I know now to say "Yes'" or ®*¥o."

GUES TION: Mr. Pace, the nature of your comments, particu-
larly with regard to the thdnking of some people that military expendi-
tures are money down the drain, your comments wita regard to the
time element, and particularly regarding the attitude of business, that
it should have more emphasis on the broader aspects of national secur ity ==
this, together with the facts that for tie fir st time in the annals of
smerican economic history our commercial imports are exceed ing
our exports, and the cry of "Wolf" on behalf of some segments of indus-

try that the impact of foreign competition is a litile too great, suggest

that possibly we may not be accepting the economic challenge, Would

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

M. PACE: This, of course, is a tremendou s nroblem, because
you have touche d upon the long-range problem that indu stry is just
now beginning to think through for itself., 1 have just been three weeks
in fustralia and New Zealand, where I was presently known as "Mr,
Pyce."

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 Golf Association., It has 32 diffe rent
nations playing init. Australia--you'll iove it, because it's got the
Zritish sense of discipline and the American sense of elan and espr it,
Ny gosh, they're the most inde pende nt bunch of guys you ever saw in
your life,

Middlekoff and Snee d were coming down the {airwa ¥ with Thomp-
son and Magel and I was standing back of the ropes, Two of these
Australians looked at me and they said, "Why, it's M r. Pyce., You're
entitled, Mr, Pyce, ' and they lifted up the rope and I we nt under .
I7iddiekoff fidge ted around and he »icked up the grass and droppe d it
dovmn and I said, "ie's very careful, isn' he?" This voice from the
gallery said: "Well, 7o vernnr, may be n'lreful to you, but tc me he's
bloody slow," 4Another voice in the gallery says: '"4h, Governor,
put your head out and got it knecked off, didn't you 2"

I traveled in that part of tie world. Thenlom just back from

len days in wurope.  It's no cry of "“Wolf"--this business of wor 1d

19



markets., As these peop le develop further competence, as they are

in automation, as you have eouali ty of competence, and greater drive
inthe labor force, plus the variation in the dollar payments, the capacity

of tne U. S, to sell arsund the world becomes, in my estim ati on, increas -«
ingly difficult.

And so I think we have not just to reassess ourselves int ernally
in terms of our role in the cold war. I think the United States of America
nas got to think a little bit more car efuily in toto how it holds its nosi-
tion in the world,

You see, we enjoyed a positi on that was unique in civi] ization,
No civilization in history ever grew up with purely internal problems,
as we did after the Civil War., we nhad two oce ans to protect us, a
frieadly neighlior to the norts, a weak neighbor to the south, and vast
material resour ces. We took the free eunterprise 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 tine few, but for the many.

Sut what we did, we produce d to sati gfy ourselves, and the exces s,
which we produced bette r than other places in the world, we soid
arouiid the world,

Today we are faced with the fact timat our internal requirements
are not going to be sufficient to sustain the kind of economy to which we
have grown accustomed; and the wor ig market continues’ and wili con-
tinue, to shrink,

So from the peint of view of th oughtful business men, I think

0



bigger
most of us recognize that we are only & portion of 2 much wesser prob-

lem of now do you organize America in such a fashion that it fundamen -
tally can retain its le aders hip over the years?

Now, 2 strong America economically 19 just as im portant
as a strong America militarily, I do not tnink myself that the two
nece ssarily conflict. I don't think that arbit rary determinations as
te what is required in one area are or should be the cetermining factor
ag to what you do in another area. WhatI am really saying is that to
thos e of us who are deeply conce rned about the future of America,
the problem is, as you quite aptly described it, much broader than
merely what do we do in this particular fiel d.

KUES TICN: You painted a very good picture of why some of
our procurement is costing the equivalent of gold bullion in weigit,
After we have spent many billions of dollars in deveioping a system or
systems, when we get into the procurement stage, the more we buy
then, the cheaper the product becomes and the percentage of our stand-
ing "d efense 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 £-70 program,
hiad come about because of limitations on our defense budget. Now,
looking at it from this standpoint now, and having been on both sides
of the picture, do you think that we are spending enough money on
defence in this country, and would you addr ess this nroblem a little

bit, please?



Mo, PACE: My own feeling is that there arc areas at the
present time in which considerab ly more money could be justifiably
spent. One of the tnings that I have done, and done with great ¢ are,
is to always keep pre eminently in my mind that my respongibility to
my company is infinitely le ss than my responsibility to my country,
And therefore anything I say hag nothing to do with my present position,
because I spent most of my life in public service and my basic heart
lies with the country,

There is a tendency to feel that when a man speaks his mind,
ne is being solely critical. I said many times to my friends on the
outside that my period in Tove rument nas eliminated the greatest of
all imerican privil eges for me--the privilege of ir responsible criticism,

In answer to your question specifically, I have watcaed this
period coming on, a period of great transition, This is a veriod when
you are transitioning in many areas, from previous conventicnal weap -
ons to the missile era, VYou are m aking vast shifts in your whole naval
approach to the defense of the Unite d Stat es, The Arimy ism oving
from--I must say that when I spoke to the graduation at West Point
in 19 50, I did not e ndear myself to rort Knox by saying that, in ray
estimation, the day when the tank was compeiliing on tue battlefield
had now disappe ared, That was 1950, 1 feel that the Army is m oving

from the conventional weap ons to what I think more adeo

Juately equips
the soldier for the kind of war we are going to be fighting in the future.

£ ool 41 AF o ; ; ; R aal
“nathe Air Yorce is in that tremen dously cifficult position of m aintain-
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ing eacugh of the proven and at the same tim e moving on to that area
i which you cannot afford to aliow the cther feilow to get a lead on you
intae uatried areas of m isselry and space, thatm akes it the most
expe asive time, in my estimatio 1, in history,

I do not believe that the degree of flexibility that ic inheren t

there
inprogramming a proper defense nas been 5wz 1 believe there has

I

been a greater degree of ri gidity of determination on an economic basis,
There is no way to say that you are adequ ~tely -nfended by spending

as much as you take in, It may nappen to be that way, but it would be
quite coincidental,

I just happen to think that at this particular juncture in hist ory
it is tr emendously important, both from the point of view of internat-
al policy, and from the point of view of thie sound dev elopment of ocur
whole defense system over the WRArs, because you're going to pincii
in beth places, to try to make the present adequate and :he future suf-
ficient. “oulre going to pinch in both places, and you're going to pay
a price either for the present or for the future or for both, And
tnerefore, recognizing that I don't see all of the things that thos e who
make the {inal decisions See, my judgment is that at this juncture in
nigtory I would be spending con siderably more,

1tried to couch this in a fashion w hich I think is Important,
and that iz, unot in saying someone has done wrong, but, rather, in
saying I do not think the basic Concept On which the determinati on wa s

the
made ig sound either for now or for{,\long range; and I never have



thought so.

SUEITICN: There are 145 of u §1in this class and we are

with the need

learning a great <deal, but we are all strucxz, I tn ink,/\for gpreacing t his
iiforma tion over a wider basis. It would be wonderful if every Amer -
ican could hear what we are hearing in t his school. T hat's rather imm prac-
tical, I guess, ““ut there's one body that needs tie information just
as much as we o, I think, and that's the “'o ngress, r'rom your close
contact with Congress, can you think of any practicable way in which
tnis inf ormation could be imparted to them? Iam thinking of some-
thing that perns ps might be calle d the Longres sional ficademy, with
a series of le ctures over a iong period of time,

Mo FACKE:  You know, nne of the strengtns of the armed ser-
vices, as I viewed it over the years, has been the sduca tional system.
Y ou are the only peonle who are privile ged to be educated as you move
along in your careers. In business that cpportunity occurs to youif
you are a Sloan fellow at I IT, or if you take a year off and go to Har-
vard Zusines s School. :2ut it is this process of tearing a year out of
your life for education,

Iam afraid that, as things now stand, the Longres g wou ld

regard a congre ssional academy as an affront to its dignity, Iamnot
in any sense of the word laughing at your sug gestion, because it's the
sort of thing we have to thinlk about, because there is nothi ng that we

are going to do to get this educational precess across that is not going

to be first subject to being laughe d »t,
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I know no solution, I have certainly thought the thing over
from every point of view. I have tried wher ever I could to m ove the
~ongre ss and the Covernment closer together., WhenI was Secretary
I enjoyed the kind of informal relatio nship that permitted me to talk
over problems in a fashion that obviated a ot of the tim e was te that
goes on with the long and laborious hea rings, the result of which A§
foreordained before they start,

1o me the problem really centers there as much as anywhere
else, Mow it is to be solved I fran kly do not know. I am te mpted
really to quote to you 2 column of Will Ro gers in the First World War,
The Germans were giving us uashirted hell with the submarines and
one day fogers' column appeared and ne said: "'<e rman Submarine
Menace Solved.,"  Iie said: "It has been discover ed beyond a perad-
venture of a doubt that the sui) marine cannot survive in boil ing water,
Now, " he said, "if you will raise the temperature of the ocean to the
boiling point, all of the Jerman submarines will be elim inated.” Ee
said: " There will be those of littie mind who will inquire how this
is to be done. To them I say, 'I have pointed the path, You find the
solution, "'

COL. DAVIS: Mr. Pace, I think I could easily go back to
your original story--and it's borne out b y the last guestion--that this
is the way we learn, On behalf of the <o mmandant and the entire

college, thank you ver y much,

MR, PACE: Ii's been a great privile ge to be witii you here
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today. I really m ean that,




