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NOTICE 

Th i s  is  a t r a n s c r i p t  of m a t e r i a l  p r e s e n t e d  to the r e s i d e n t  s t u -  
den t s  at  the I n d u s t r i a l  C o l l e g e  of the A r m e d  F o r c e s .  As s u c h  it 
r e p r e s e n t s  the v i e w s  of the a u t h o r  and not n e c e s s a r i l y  t hose  of the 
I n d u s t r i a l  C o l l e g e  o r  the D e p a r t m e n t  of D e f e n s e .  M e m b e r s  of the 
C o l l e g e  m a y  quote  it on ly  in s t u d e n t  r e p o r t s  o r  p u b l i c a t i o n s  for  u se  
w i t h i n  the C o l l e g e .  O t h e r  p e r s o n s  m a y  not quote  or  e x t r a c t  for  pub-  
l i c a t i o n ,  r e p r o d u c e ,  o r  o t h e r w i s e  c o p y  this  m a t e r i a l  wi thou t  s p e c i f i c  
p e r m i s s i o n  f r o m  the a u t h o r  and f r o m  the C o m m a n d a n t ,  I C A F  in e a c h  
c a s e .  
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He was inducted into the Army in May 1943, and later assigned to the 
Office of Strategic Services. After his discharge as a first lieutenant, 
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time of his appointment to his present position in February 1961, was 
chairman of its research council, responsible for planning and directing 
the research of the corporation. Mr. Hitch has been active in a large 
number of professional organizations, having served as president of 
the Research Advisory Board of the Committee for Economic Develop- 
ment, the Executive Committee of the Universities National Bureau 
Committee for Economic Research, the National Security Policy Com- 
mittee of the Social Science Research Council, the American Economic 
Association, and the Council of Economic Relations. He has written 
two books: "America's Economic Strength" (1941) and (with Roland N. 
McKean) "The Economics of Defense in the Nuclear Age" (1960). 
This is Mr. Hitch's s@cond lecture at the Industrial College. 
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A D M I R A L  R O S E :  F i r s t  l e t  m e  w e l c o m e  by  f a r  t he  g r e a t e s t  
n u m b e r  o f  v i s i t o r s  we h a v e  e v e r  h a d  f o r  a t a l k .  T h e r e  i s  no  q u e s -  
t i o n  a b o u t  the  i m p o r t a n c e  o f  t he  s u b j e c t  t o d a y .  

T h e r e  w a s  a C o n g r e s s m a n ,  y o u  a l l  k n o w - - u n f o r t u n a t e l y ,  I f o r -  
g e t  h i s  n a m e - - w h o  m a d e  q u i t e  a n a m e  f o r  h i m s e l f .  W h e n e v e r  a n y t h i n g  
w a s  p r o p o s e d ,  h e  s a i d ,  " W h e r e  a r e  y o u  g o i n g  to g e t  t he  m o n e y ? "  So 
t h a t  h a s  s o m e t h i n g  to do w i t h  t o d a y ' s  t a l k .  

T o  p u t  t o d a y ' s  t a l k  i n t o  p e r s p e c t i v e  a l i t t l e  b i t  f r o m  o u r  c o u r s e  
h e r e ,  o u r  p r e s e n t  u n i t  o f  i n s t r u c t i o n  h a s  t h r e e  m a i n  d i v i s i o n s - - N a -  
t i o n a l  S e c u r i t y  P o l i c y ,  t h a t  i s ,  t h e  g o a l s  t h a t  we  in  t he  N a t i o n  s h o u l d  
s t r i v e  f o r ;  t he  p r o g r a m s  i n  s u p p o r t  o f  n a t i o n a l  s e c u r i t y ,  t he  m e a n s  
b y  w h i c h  we  a t t a i n  t h e s e  g o a l s ;  a n d  b u d g e t i n g ,  w h i c h  i s  h o w  to  p a y  
t he  b i l l .  

T h e  r e s p o n s i b i l i t y  f o r  t y p i n g  t h e s e  t h r e e  f a c t o r s  t o g e t h e r ,  a t  l e a s t  
a s  f a r  a s  t h e  D e p a r t m e n t  o f  D e f e n s e  is  c o n c e r n e d ,  r e s t s  w i t h  t h e  A s s i s t -  
a n t  S e c r e t a r y  o f  D e f e n s e ,  C o m p t r o l l e r .  T h i s  i s  a g r e a t  r e s p o n s i b i l i t y  
a n d  o n e  w h i c h  p l a c e s  g r e a t  d e m a n d s  o n  t he  t i m e  a n d  e f f o r t  o f  t he  p e r -  
s o n  f i l l i n g  t h a t  p o s i t i o n .  

We a r e  v e r y  f o r t u n a t e  to  h a v e  w i t h  u s  t o d a y  M r .  H i t c h ,  t he  p r e s e n t  
i n c u m b e n t  i n  t h a t  j o b  a n d  t h a t  he  h a s  m a d e  h i s  t i m e  a v a i l a b l e  in  h i s  
s c h e d u l e  to  c o m e  to  t a l k  to u s  o n  t h e  D e f e n s e  B u d g e t .  

M r .  H i t c h  h a s  s p e n t  m a n y  y e a r s  o f  s t u d y i n g ,  w o r k i n g ,  a n d  w r i t i n g  
in  t h e  f i e l d  o f  e c o n o m i c s .  H i s  l a t e s t  b o o k ,  c o a u t h o r e d  w i t h  R o l a n d  
M c K e a n ,  i s  " T h e  E c o n o m i c s  o f  D e f e n s e  in  t h e  N u c l e a r  A g e ,  " a b o o k  
w i t h  w h i c h  m o s t  o f  y o u  a r e  f a m i l i a r ,  I a m  s u r e .  

I w o u l d  l i k e  t o  m e n t i o n  a l s o  t h a t  t h i s  i s  a r e t u r n  e n g a g e m e n t  f o r  
M r .  H i t c h ,  s i n c e  h e  w a s  o u r  g r a d u a t i o n  s p e a k e r  f o r  l a s t  y e a r ' s  I n d u s -  
t r i a l  C o l l e g e  c l a s s .  

I t  i s  a g r e a t  p l e a s u r e  to i n t r o d u c e  t h e  A s s i s t a n t  S e c r e t a r y  o f  
D e f e n s e ,  C o m p t r o l l e r ,  M r .  H i t c h .  



MR. HITCH: A d m i r a l  R o s e ,  F a c u l t y  of the  I n d u s t r i a l  C o l l e g e ,  
and G e n t l e m e n :  I g r e a t l y  w e l c o m e  th is  o p p o r t u n i t y  to d i s c u s s  wi th  
you  the  p r o b l e m s  of budge t  f o r m u l a t i o n  in the D e f e n s e  D e p a r t m e n t .  
As a s e l e c t  g r o u p  of s e n i o r  o f f i c e r s  of a l l  b r a n c h e s  of the  A r m e d  
F o r c e s ,  you wi l l  o v e r  the  y e a r s  have  an i m p o r t a n t  i n f l u e n c e  on the  
o u t c o m e  of ou r  e f fo r t s  to e n h a n c e  the  u s e f u l n e s s  and e f f e c t i v e n e s s  
of the  p l ann ing ,  p r o g r a m i n g ,  and b u d g e t i n g  p r o c e s s  in the  m a n a g e -  
m e n t  of the  d e f e n s e  e f fo r t .  W h e t h e r  or  not you a g r e e  with  a l l  of the  
i n n o v a t i o n s  we a r e  i n t r o d u c i n g  into tha t  p r o c e s s ,  you shou ld  h a v e  a 
good u n d e r s t a n d i n g  of the  o b j e c t i v e s  and r e a s o n i n g  beh ind  t h e m .  

As a m e m b e r  of the D e f e n s e  D e p a r t m e n t  m a n a g e m e n t  t e a m ,  I 
would  l ike  to f ee l  tha t  our  p o l i c i e s  and p r o g r a m s  a r e  a c c e p t e d  by the  
D e f e n s e  o r g a n i z a t i o n ,  b e c a u s e  they  a r e  u n d e r s t o o d  r a t h e r  t han  b e -  
c a u s e  t hey  a r e  d i r e c t e d  f r o m  above .  I would  e x p e c t  tha t  you,  as  
s t u d e n t s  of the  I n d u s t r i a l  C o l l e g e ,  wi l l  want  to e x a m i n e  t h o r o u g h l y  
and c r i t i c a l l y  both the  p r o p o s a l s  and the  r e a s o n i n g .  

T h e  budge t  has  long been  the  p r i n c i p a l  m a n a g e m e n t  tool  in the  
D e p a r t m e n t  of D e f e n s e .  It was  the  one p l a c e  w h e r e ,  at  l e a s t  once  
a y e a r ,  a l l  the  v a r i e d  p r o g r a m s  and a c t i v i t i e s  of ou r  v a s t  D e f e n s e  
E s t a b l i s h m e n t  w e r e  b r o u g h t  t o g e t h e r  at  one t i m e .  It was  not  only  
the  p r i m a r y  m e c h a n i s m  for  the  a l l o c a t i o n  of a v a i l a b l e  r e s o u r c e s  
but  it was  a l s o  the m a j o r  l e v e r  u sed  to c o n t r o l  the e x e c u t i o n  of the  
p r o g r a m .  

The  D e f e n s e  budge t ,  a s  it has  evo lved  s i n c e  the end of W o r l d  
W a r  II, was  o r i e n t e d ,  as  you know, e s s e n t i a l l y  a l o n g  f u n c t i o n a l  l ines ;  
that  i s ,  in c a t e g o r i e s  l ike  m i l i t a r y  p e r s o n n e l ,  o p e r a t i o n  and m a i n -  
t e n a n c e ,  p r o c u r e m e n t ,  r e s e a r c h  and  d e v e l o p m e n t ,  and m i l i t a r y  con -  
s t r u c t i o n .  This  in i t s e l f  was  a t r e m e n d o u s  i m p r o v e m e n t  o v e r  what  
e x i s t e d  at  the  end of the w a r  and,  in the t i m e  f r a m e  in wh ich  it was  
d e v i s e d ,  had a g r e a t  dea l  of i n t r i n s i c  log ic .  One has  only to r e c a l l  
tha t  as  l a t e  as  1947-48 the  Navy  D e p a r t m e n t  had to n a m a g e  i ts  f i n a n -  
c i a l  a f f a i r s  t h r o u g h  s o m e  130-odd s e p a r a t e  a p p r o p r i a t i o n s ,  r a n g i n g  in 
s i z e  f r o m  $50 fo r  the p a y m e n t  of c e r t a i n  c l a i m s  to $1. 294 b i l l i on  fo r  
pay  and s u b s i s t e n c e  of n a v a l  p e r s o n n e l .  T h e r e  was  even  a s e p a r a t e  
a p p r o p r i a t i o n  of $10 fo r  the U . S .  N a v a l  A c a d e m y  M u s e u m  Fund  in 
1947. The  War  D e p a r t m e n t  budge t  looked  v e r y  s i m i l a r .  

A l though  the  m a j o r  a p p r o p r i a t i o n s  r o u g h l y  p a r a l l e l e d  the  o r g a n i -  
z a t i o n  of the two d e p a r t m e n t s ,  the  l a r g e  n u m b e r  of m i n o r  a p p r o p r i a t i o n s  
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fo r  s p e c i a l  p u r p o s e s ,  s u c h  as  " L a u n d r y  S e r v i c e ,  Nava l  A c a d e m y ,  " 
and  " A p p r e h e n s i o n  of D e s e r t s ,  A r m y ,  " m e r e l y  r e p r e s e n t e d  the 
a c c r e t i o n  of s o m e  150 y e a r s  of h i s t o r y .  N e i t h e r  the  Navy  n o r  the  
W a r  D e p a r t m e n t  budge t  fo l lowed  any  f u n c t i o n a l  p a t t e r n  w h a t s o e v e r ,  
and  t hey  w e r e  qui te  d i s s i m i l a r  in s t r u c t u r e .  It was i m p o s s i b l e  to 
a s c e r t a i n  even  how m u c h  was  b e i n g  spen t  fo r  the d a y - t o - d a y  o p e r a -  
t ions  of the  two d e p a r t m e n t s  as  c o m p a r e d  with  the  i n v e s t m e n t  in 
c a p i t a l  e q u i p m e n t - - n o t  to s p e a k  of s u c h  b a s i c  f unc t i ona l  c a t e g o r i e s  
a s  o p e r a t i o n  and m a i n t e n a n c e ,  p r o c u r e m e n t ,  r e s e a r c h  and d e v e l o p -  
m e n t ,  and so fo r t h .  

S ince  then ,  the  D e f e n s e  budge t  has  b e e n  g r e a t l y  s i m p l i f i e d .  The  
n u m b e r  of a p p r o p r i a t i o n  a c c o u n t s  has  b e e n  s h a r p l y  r e d u c e d  and t h e i r  
s t r u c t u r e  and con ten t  m a d e  as  u n i f o r m  as  p o s s i b l e ,  t a k i n g  into a c -  
count  the  d i f f e r e n c e s  in o r g a n i z a t i o n  and m i s s i o n s  of the t h r e e  m i l i t a r y  
d e p a r t m e n t s .  We a r e  now a s k i n g  fo r  a p p r o p r i a t i o n s  in only abou t  13 
a c c o u n t s  e a c h  fo r  the  A r m y ,  Navy,  and  A i r  F o r c e ,  and t h e s e  a p p r o -  
p r i a t i o n s  have  b e e n  g r o u p e d  u n d e r  f ive  p r i n c i p a l  t i t l e s :  M i l i t a r y  P e r -  
s o n n e l ,  O p e r a t i o n  and M a i n t e n a n c e ,  P r o c u r e m e n t ,  R e s e a r c h ,  D e v e l o p -  
m e n t  T e s t  E v a l u a t i o n ,  and M i l i t a r y  C o n s t r u c t i o n .  A s ix th  t i t l e  has  
r e c e n t l y  b e e n  added  fo r  C iv i l  D e f e n s e .  

Th i s  r e o r g a n i z a t i o n  and s i m p l i f i c a t i o n  of the  D e f e n s e  budge t  s t r u c -  
t u r e  was ,  of c o u r s e ,  e s s e n t i a l  co the  p r o p e r  m a n a g e m e n t  of the  D e f e n s e  
D e p a r t m e n t .  It is  h a r d  to i m a g i n e  how any  S e c r e t a r y  could  h a v e  m a n -  
a g e d  the  f i n a n c i a l  a f f a i r s  of the  D e f e n s e  E s t a b l i s h m e n t  wi th  the  old W a r  
and  Navy  D e p a r t m e n t  types  of b u d g e t s .  

Much e l s e  has  been  done s i n c e  the  w a r ,  too, to b r i n g  o r d e r  and 
d i s c i p l i n e  to the f i n a n c i a l  m a n a g e m e n t  func t ion ,  and i ndeed  to e s t a b l i s h  
f i n a n c i a l  c o n t r o l  o v e r  the  a c t i v i t i e s  of the  f a r f l u n g  D e f e n s e  E s t a b l i s h -  
m e n t .  C o m p t r o l l e r  o r g a n i z a t i o n s  have  b e e n  e s t a b l i s h e d  t h r o u g h o u t  the  
d e p a r t m e n t s .  B a s i c  p a t t e r n s  have  b e e n  d e v e l o p e d  fo r  budge t ,  p r o g r a m ,  
and  a c t i v i t y  a c c o u n t s .  P r o g r e s s  has  b e e n  m a d e  t o w a r d  c o s t - b a s e d  
b u d g e t s .  I n s t i t u t i o n a l  a r r a n g e m e n t s  d e s i g n e d  to p r o m o t e  e f f i c i e n c y  
and  e c o n o m y ,  s u c h  as  c o n s u m e r  fund ing  and the  u s e  of s t o c k  and i n d u s -  
t r i a l  funds ,  have  b e e n  e s t a b l i s h e d .  F i n a n c i a l  a c c o u n t i n g  fo r  m a t e r i e l  
i n v e n t o r i e s  is now s t a n d a r d  in a l l  the  s e r v i c e s .  

Al l  of t h e s e  r e f o r m s  a r e  s t i l l  u s e f u l  and  n e c e s s a r y ,  and we plan  
to r e t a i n  t h e m  and  bui ld  upon t h e m .  But t h e r e  was  one a r e a  in wh ich  



w e  b e l i e v e d  a s e r i o u s  gap  e x i s t e d .  T h e  r e v o l u t i o n  in m i l i t a r y  t e c h -  
n o l o g y  s i n c e  t h e  end  of t h e  S e c o n d  W o r l d  W a r ,  o r  e v e n  s i n c e  t h e  end  
of  t h e  K o r e a n  w a r ,  h a s  had  a p r o f o u n d  e f f e c t  on t h e  c h a r a c t e r  of t h e  
m i l i t a r y  p r o g r a m .  T h e  g r e a t  t e c h n i c a l  c o m p l e x i t y  of m o d e r n - d a y  
w e a p o n s ,  t h e i r  l e n g t h y  p e r i o d  of d e v e l o p m e n t ,  t h e i r  t r e m e n d o u s  
c o m b a t  p o w e r ,  a n d  t h e i r  e n o r m o u s  c o s t  h a v e  p l a c e d  an  e x t r a o r d i n a r y  
p r e m i u m  on the  s o u n d  c h o i c e  of m a j o r  w e a p o n  s y s t e m s  in r e l a t i o n  to 
t a s k s  a n d  m i s s i o n s  and  o u r  n a t i o n a l  s e c u r i t y  o b j e c t i v e s .  T h e s e  c h o i c e s  
h a v e  b e c o m e  f o r  t h e  top  m a n a g e m e n t  of t he  D e f e n s e  D e p a r t m e n t  t h e  
k e y  d e c i s i o n s  a r o u n d  w h i c h  m u c h  e l s e  of t h e  D e f e n s e  p r o g r a m  e v o l v e s .  

Yet it is precisely in this area that the financial management sys- 
tem showed its greatest weakness. It did not facilitate the relating 

costs to weapon systems, tasks, and missions. Its time horizon was 
too limited. It did not disclose the full time-phased costs of proposed 
programs. And it did not provide the data needed to assess properly 
the cost and effectiveness of alternative programs. 

C e r t a i n l y  we  w a n t  to  know t h e  c o s t  of m i l i t a r y  p e r s o n n e l ,  of  p r o -  
c u r e m e n t ,  of m i l i t a r y  c o n s t r u c t i o n ,  e t  c e t e r a ,  f o r  e a c h  of  t h e  m i l i t a r y  
d e p a r t m e n t s  and  f o r  t h e  D e f e n s e  D e p a r t m e n t  a s  a w h o l e .  But  we  a l s o  
w a n t  to  know,  a n d  i n d e e d  we  m u s t  know,  if  we  a r e  to  o p t i m i z e  t h e  a l l o -  
c a t i o n  of o u r  r e s o u r c e s ,  t he  c o s t  of  a B - 5 2  wing ,  i n c l u d i n g  i t s  t a n k e r s ,  
H o u n d  D o g s ,  Q u a i l ,  et  c e t e r a .  We n e e d  to know no t  o n l y  t h e  c o s t  of 
e q u i p p i n g  t h a t  w i n g  but  a l s o  t h e  c o s t  of o p e r a t i n g  it  o v e r  i t s  l i f e t i m e ,  
o r  a t  l e a s t  f o r  a r e a s o n a b l e  p e r i o d  of y e a r s  in t h e  f u t u r e .  O n l y  t h e n  
ca  R we  a s s e s s  t h e  c o s t - e f f e c t i v e n e s s  of a B - 5 2  w i n g  a s  c o m p a r e d  wi th  
o t h e r  s y s t e m s  d e s i g n e d  to  p e r f o r m  the  s a m e  o r  s i m i l a r  t a s k s .  

F u r t h e r m o r e ,  we  w a n t  to  know t h e  t o t a l  c o s t  of t h e  f o r c e s  a s s i g n e d  
to  e a c h  of t h e  m a j o r  m i s s i o n  a r e a s ,  t h e  c o s t  of t he  g e n e r a l  w a r  o f f e n -  
s i v e  f o r c e s ,  of  t h e  g e n e r a l  w a r  d e f e n s i v e  f o r c e s ,  and  of t h e  g e n e r a l  
p u r p o s e s  o r  l i m i t e d  w a r  f o r c e s .  As  G e n e r a l  T a y l o r  p o i n t e d  out  to  t h e  
J a c k s o n  c o m m i t t e e  l a s t  y e a r :  

"If we are called upon to fight, we will not be interested in the 

s e r v i c e s  a s  s u c h .  We w i l l  be  i n t e r e s t e d  r a t h e r  in t a s k  f o r c e s ,  in 
t h o s e  c o m b i n a t i o n s  of A r m y ,  N a v y ,  a n d  A i r  F o r c e  w h i c h  a r e  f u n c -  
t i o n a l  in  n a t u r e ,  s u c h  as  t he  a t o m i c  r e t a l i a t o r y  f o r c e s ,  o v e r s e a s  d e -  
p l o y m e n t s ,  c o n t i n e n t a l  a i r  d e f e n s e  f o r c e s ,  l i m i t e d  w a r  e x p e d i t i o n a r y  
f o r c e s ,  a n d  the  l i ke .  But  t h e  po in t  is  we do no t  k e e p  o u r  b u d g e t  in 
t h e s e  t e r m s .  H e n c e  i t  is  no t  an  e x a g g e r a t i o n  to s a y  t h a t  we  do no t  
k n o w  w h a t  k ind  and  how m u c h  d e f e n s e  we a r e  b u y i n g  wi th  a n y  s p e c i f i c  
b u d g e t .  " 
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Now,  a d m i t t e d l y ,  the f i n a n c i a l  m a n a g e m e n t  s y s t e m  m u s t  s e r v e  
m a n y  o t h e r  p u r p o s e s .  C e r t a i n l y  it m u s t  p r o d u c e  a budget  in a f o r m  
a c c e p t a b l e  to the C o n g r e s s .  It m u s t  a c c o u n t  for  the fund a p p r o p r i a t e d  
in the s a m e  m a n n e r  in which  t hey  w e r e  a p p r o p r i a t e d .  It m u s t  p r o v i d e  
the m a n a g e r s  at  a l l  l e v e l s  in the D e f e n s e  E s t a b l i s h m e n t  the f i n a n c i a l  
i n f o r m a t i o n  t h e y  n e e d  to do t h e i r  p a r t i c u l a r  jobs in an e f f i c i e n t  and 
e c o n o m i c a l  m a n n e r .  It m u s t  p r o d u c e  the f i n a n c i a l  i n f o r m a t i o n  r e -  
q u i r e d  by o t h e r  a g e n c i e s  of  the G o v e r n m e n t - - t h e  B u r e a u  of the Budge t ,  
the T r e a s u r y ,  and  the G e n e r a l  A c c o u n t i n g  Off ice .  

But a l l  of th is  is  not enough .  The  f i n a n c i a l  m a n a g e m e n t  s y s t e m  
m u s t  a l s o  p r o v i d e  the da ta  n e e d e d  by top e f e n s e  m a n a g e m e n t  to m a k e  
the r e a l l y  c r u c i a l  d e c i s i o n s ,  p a r t i c u l a r l y  on the m a j o r  f o r c e s  and 
w e a p o n  s y s t e m s  n e e d e d  to c a r r y  out  the p r i n c i p a l  m i s s i o n s  of the D e -  
f e n s e  E s t a b l i s h m e n t .  T h e s e  d e c i s i o n s  canno t  be m a d e  r a t i o n a l l y  w i t h -  
out  an a d e q u a t e  k n o w l e d g e  of the a v a i l a b l e  a l t e r n a t i v e s  in  t e r m s  of t h e i r  
m i l i t a r y  w o r t h  and in r e l a t i o n  to t h e i r  c o s t .  B e c a u s e  of the long  l i fe  
c y c l e  of m a j o r  w e a p o n  s y s t e m s ,  the  cos t  of the s y s t e m s  m u s t  be p r o -  
j e c t e d  o v e r  a p e r i o d  of y e a r s ,  i d e a l l y  o v e r  t h e i r  e n t i r e  l i fe  s p a n .  Only  
in  this  w a y  can  the full  cos t  i m p l i c a t i o n s ,  p r e s e n t  and fu tu r e ,  of p r o -  
g r a m  d e c i s i o n s  be a p p r e c i a t e d .  And, f ina l ly ,  the e n t i r e  s y s t e m  m u s t  
be o r i e n t e d  to p r o v i d e  top m a n a g e m e n t  wi th  e s s e n t i a l  da ta  in t e r m s  of 
p r o g r a m s ,  s i n c e  it i s  in t h e s e  t e r m s  tha t  the m a j o r  d e c i s i o n s  have  to 
be m a d e .  

We w e r e  we l l  a w a r e  that  the f i n a n c i a l  m a n a g e m e n t  s y s t e m ,  as  it 
had  e v o l v e d  o v e r  the y e a t s ,  cou ld  not d i r e c t l y  p r o d u c e  a l l  the r e q u i r e d  
da ta  in  the f o r m  d e s i r e d .  When  I a s s u m e d  m y  p r e s e n t  p o s i t i o n  l a s t  
J a n u a r y ,  I hoped  tha t  we would  have  at  l e a s t  a y e a r  to s m o o t h  the w a y  
for  the i n t r o d u c t i o n  of the p r o g r a m i n g  func t ion .  H o w e v e r ,  S e c r e t a r y  
M c N a m a r a  was  s o o n  c o n v i n c e d  tha t  the on ly  w a y  in w h i c h  he cou ld  i n -  
t e l l i g e n t l y  f o r m u l a t e  a D e f e n s e  budge t ,  and for  tha t  m a t t e r  m a n a g e  the  
d e f e n s e  e f fo r t ,  was  in t e r m s  of m a j o r  p r o g r a m s ,  p r o g r a m s  r e l a t e d  to 
w e a p o n  s y s t e m s  and  f o r c e s .  A c c o r d i n g l y ,  he d e c i d e d  to f o r e s h o r t e n  
m y  t i m e t a b l e  and ,  to the  ex ten t  p o s s i b l e ,  deve lop  the 1963 D e f e n s e  
budge t  on a p r o g r a m  b a s i s .  

This decision is entirely consistent with Secretary McNamara's 
management philosophy. As he told an interviewer last February: 

"I think that the role of public manager is very similar to the 
role of a private manager. In each case he has the option of follow- 
ing one of two major alternative courses of action. He can either 
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ac t  as  a judge  o r  a l e a d e r .  In the f o r m e r  c a s e ,  he s i t s  and w a i t s  un t i l  
s u b o r d i n a t e s  b r i n g  to h i m  p r o b l e m s  for  s o l u t i o n ,  o r  a l t e r n a t i v e s  fo r  
c h o i c e ,  In the l a t t e r  c a s e ,  he i m m e r s e s  h i m s e l f  in the o p e r a t i o n s  of 
the  b u s i n e s s  o r  the g o v e r n m e n t a l  a c t i v i t y ,  e x a m i n e s  the p r o b l e m s ,  the 
o b j e c t i v e s ,  the a l t e r n a t e  c o u r s e s  of a c t i o n ,  c h o o s e s  a m o n g  t h e m ,  and  
l e a d s  the  o r g a n i z a t i o n  to t h e i r  a c c o m p l i s h m e n t .  In the one  c a s e  i t ' s  
a p a s s i v e  r o l e ;  in  the o t h e r  c a s e  an  a c t i v e  r o l e .  I have  a l w a y s  b e l i e v e d  
in  and e n d e a v o r e d  to fo l low the  a c t i v e  l e a d e r s h i p  r o l e  as  o p p o s e d  to the  
p a s s i v e  j u d i c i a l  r o l e . "  

We r e a l i z e ,  of c o u r s e ,  tha t  e v e n  at  the OSD l e v e l  we canno t  m a n -  
age  a l l  D e f e n s e  D e p a r t m e n t  a c t i v i t i e s  s o l e l y  in  t e r m s  of w e a p o n  s y s -  
t e m  p r o g r a m s .  M i l i t a r y  p e r s o n n e l  is  a good e x a m p l e .  P a y  and  a l l o w -  
a n c e s  and  o t h e r  b e n e f i t s  of m i l i t a r y  p e r s o n n e l  a r e  p r e s c r i b e d  by  the 
C o n g r e s s ,  g e n e r a l l y ,  wi thou t  r e f e r e n c e  to p a r t i c u l a r  a s s i g n m e n t s ,  
but r a t h e r  in  t e r m s  of  an  o v e r a l l  c a r e e r - d e v e l o p m e n t  p a t t e r n .  A c -  
c o r d i n g l y ,  we have  to m a n a g e  ou r  m i l i t a r y  m a n p o w e r  m o r e  o r  l e s s  in  
the a g g r e g a t e .  N e v e r t h e l e s s ,  we s t i l l  m u s t  know the m i l i t a r y  p e r s o n -  
n e l  c o s t s  of e a c h  p r o p o s e d  m a j o r  p r o g r a m  so  tha t  we  c a n  take  it in to  
a c c o u n t  in a r r i v i n g  at  o u r  p r o g r a m  d e c i s i o n s .  

S i m i l a r l y ,  o p e r a t i o n  and  m a i n t e n a n c e  a c t i v i t i e s  w i l l  have  to be 
m a n a g e d  in  b r o a d  c a t e g o r i e s  s u c h  as t r a i n i n g ,  i n s t a l l a t i o n  s u p p o r t ,  
s u p p l y  o p e r a t i o n s ,  and  so fo r th .  N e v e r t h e l e s s ,  we  m u s t  know the 
c o s t  of o p e r a t i n g  and m a i n t a i n i n g  e a c h  p r o p o s e d  w e a p o n s  s y s t e m .  
F o r  e x a m p l e ,  the c o s t  of  o p e r a t i n g  a B-52  wing ( i n c l u d i n g  m i l i t a r y  
p e r s o n n e l  and O&M cos ts}  o v e r  a f i v e - y e a r  p e r i o d ,  is  about  e q u a l  to 
the i n i t i a l  co s t  o f  p r o c u r i n g  the a i r c r a f t .  In c o n t r a s t ,  t h e r e  is  e v e r y  
e v i d e n c e  tha t  the  a n n u a l  O&M c o s t s  of  the s o l i d - f u e l  M i n u t e m a n  ICBM 
wi l l  be m u c h  s m a l l e r  in  r e l a t i o n  to i t s  i n i t i a l  i n v e s t m e n t  c o s t .  T h e r e -  
f o r e ,  to e v a l u a t e  p r o p e r l y  the c o s t - e f f e c t i v e n e s s  r e l a t i o n s h i p  of s u c h  
a l t e r n a t i v e  w e a p o n s  s y s t e m s ,  we have  to take  into ful l  a c c o u n t  the 
d i f f e r e n c e  in  o p e r a t i n g  cos t  as  w e l l  as  i n i t i a l  i n v e s t m e n t  c o s t .  

The  f i n a n c i a l  m a n a g e m e n t  s y s t e m  m u s t ,  of  c o u r s e ,  a l s o  s u p p o r t  
m a n a g e m e n t  at  o t h e r  l e v e l s  in the D e f e n s e  E s t a b l i s h m e n t .  O b v i o u s l y ,  
the f i n a n c i a l  da ta  n e e d e d  by  a b a s e  c o m m a n d e r  to c a r r y  out  h i s  m i s -  
s i o n  w i l l  d i f f e r  m a r k e d l y  f r o m  that  r e q u i r e d  by  the S e c r e t a r y  of D e -  
f e n s e .  In p r o v i d i n g  for  the  n e e d s  of  the S e c r e t a r y  of  D e f e n s e  we a r e  
not  i n s e n s i t i v e  to the n e e d s  of m a n a g e m e n t  at  o t h e r  e c h e l o n s .  How-  
e v e r ,  we s e e  no i n s u r m o u n t a b l e  o b s t a c l e s  to the d e v e l o p m e n t  of  a 
s y s t e m  w h i c h  can  m e e t  the r e q u i r e m e n t s  of  m a n a g e m e n t  at  a l l  l e v e l s .  

What  we have  in m i n d ,  u n d e r  the new a p p r o a c h  t o D e f e n s e  b u d g e t -  
ing ,  is  a t h r e e - p h a s e  o p e r a t i o n :  F i r s t ,  the  p l a n n i n g  and r e v i e w  of 
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r e q u i r e m e n t s ;  s e c o n d ,  the f o r m u l a t i o n  and r e v i e w  of p r o g r a m s  e x t e n d -  
ing s e v e r a l  y e a r s  into the fu tu re ;  and,  t h i r d ,  the d e v e l o p m e n t  of the 

annua l  budget  e s t i m a t e s .  

The  f i r s t  phas e ,  the p l a n n i n g - r e q u i r e m e n t s  p h a s e ,  was  begun  in 
M a r c h  of th i s  y e a r  wi th  the a s s i g n m e n t  to the Jo in t  Ch ie f s  of Staff ,  
the m i l i t a r y  d e p a r t m e n t s ,  and v a r i o u s  e l e m e n t s  of the Off ice  of the 
S e c r e t a r y  of De fense  of s p e c i f i c  p r o j e c t s  dea l ing  wi th  the m o s t  c r i t -  
i c a l  and the m o s t  d i f f i cu l t  r e q u i r e m e n t  p r o b l e m s .  I r e f e r  h e r e ,  of 
c o u r s e ,  to the w e l l - p u b l i c i z e d  l i s t  of 100-odd p r o j e c t s  deve loped  by 
the S e c r e t a r y  and the Deputy  S e c r e t a r y  of D e f e n s e .  One,  for  e x a m p l e ,  
dea l t  wi th  the q u e s t i o n  of how m a n y  s t r a t e g i c  b o m b e r s  and m i s s i l e s  
we wi l l  need  du r ing  the next  decade  to d e s t r o y  p r i o r i t y  t a r g e t  s y s t e m s .  
A n o t h e r  i nvo lved  an e x a m i n a t i o n  of r e q u i r e m e n t s  for a i r l i f t  and s e a l i f t  
to m e e t  v a r i o u s  c o n t i n g e n c y  w a r  p l ans  and the m o s t  e c o n o m i c a l  m e a n s  
of p r o v i d i n g  for  t h e m .  A n o t h e r  dea l t  wi th  the c o m p a r a t i v e  a d v a n t a g e s  
and  c o s t s  of (a) r e f u r b i s h i n g  e x i s t i n g  i t e m s  of g round  e q u i p m e n t ,  (b) 
r e p l a c i n g  them wi th  new e q u i p m e n t  off  the  a s s e m b l y  l i n e s ,  and (c) ex -  
ped i t i ng  the d e v e l o p m e n t  of s t i l l  b e t t e r  e q u i p m e n t .  

T h e s e  w e r e  not qui te  r e q u i r e m e n t s  s t u d i e s  in  the t r a d i t i o n a l  m i l i -  
t a r y  s e n s e .  T h e y  w e r e  m i l i t a r y - e c o n o m i c  s t u d i e s  which  c o m p a r e d  
a l t e r n a t i v e  ways  of a c c o m p l i s h i n g  n a t i o n a l  s e c u r i t y  o b j e c t i v e s ,  and 
wh ich  t r i e d  to d e t e r m i n e  the one tha t  a c c o m p l i s h e s  the m o s t  for a 
g iven  cos t  or  a c h i e v e s  a g iven  ob j ec t i ve  at  l e a s t  co s t .  Mos t  of t h e s e  
p r o j e c t s  have  been  c o m p l e t e d ,  at l e a s t  in p r e l i m i n a r y  f o r m ,  and m a n y  
have  p r o v i d e d  a va luab l e  input  for our  p r o g r a m  f o r m u l a t i o n  and d e c i -  

s i on .  

T h i s  p h a s e  of the p l a n n i n g - p r o g r a m i n g - b u d g e t i n g  p r o c e s s  wi l l  
con t inue  as  a y e a r - r o u n d  o p e r a t i o n  and a l l  a p p r o p r i a t e  e l e m e n t s  of 
the D e p a r t m e n t  wi l l  p a r t i c i p a t e  in  t h e i r  r e s p e c t i v e  a r e a s  of r e s p o n -  
s i b i l i t y .  We a l so  e x p e c t  to be a s s i s t e d  in  th i s  phase  by such  r e s e a r c h  
g r o u p s  as  WSEG, Rand ,  O p e r a t i o n s  E v a l u a t i o n  Group ,  and the R e -  

s e a r c h  A n a l y s i s  C o r p o r a t i o n .  

The  s e c o n d  p h a s e ,  the f o r m u l a t i o n  and r e v i e w  of p r o g r a m s ,  was  
s t a r t e d  in  May .  G e n e r a l  gu idance  was  f u r n i s h e d  to the m i l i t a r y  de -  
p a r t m e n t s  for  the d e v e l o p m e n t  and s u b m i s s i o n  of the p r o g r a m  da ta ,  
but  no d o l l a r  c e i l i n g s  w e r e  a s s i g n e d .  I n s t e a d ,  the m i l i t a r y  d e p a r t -  
m e n t s  w e r e  i n s t r u c t e d  to use  as  a b a s e  point  the fo rce  s t r u c t u r e  p r o -  
j e c t e d  by the Jo in t  Staff  of the Jo in t  Ch i e f s  of Staff ,  the s o - c a l l e d  
" W h e e l e r  F o r c e s . "  T h e s e  fo rce  p r o j e c t i o n s  s i m p l y  r e f l e c t e d  the 
p r o g r a m  d e c i s i o n s ,  e i t h e r  e x p l i c i t  o r  i m p l i c i t ,  in  the 1962 budget  as 

a m e n d e d  in  M a r c h  and M a y  of th is  y e a r .  
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The d e p a r t m e n t s  w e r e  a l s o  a s k e d  to s u b m i t  p r o p o s a l s  for  the 
a d d i t i o n a l  f o r c e s  and the new p r o g r a m s  o v e r  and above  the W h e e l e r  
F o r c e s  which  in t h e i r  j u d g m e n t  w e r e  r e q u i r e d  to s u p p o r t  ou r  bas i c  
n a t i o n a l  s e c u r i t y  p o l i c i e s .  T h e s e  a d d i t i o n a l  f o r c e s  and new p r o g r a m s  
w e r e  to be p r o j e c t e d ,  w h e r e v e r  p o s s i b l e ,  t h r o u g h  f i s c a l  y e a r  1970. 
The  d e p a r t m e n t s  w e r e  p a r t i c u l a r l y  e n c o u r a g e d  to s u b m i t  a l t e r n a t i v e  
f o r c e s  and p r o g r a m s  for  e a c h  of the m a j o r  m i s s i o n s  so tha t  the S e c -  
r e t a r y  of D e f e n s e  would  have  b e f o r e  h im the p r i n c i p a l  c h o i c e s  a v a i l -  
a b l e .  F i n a l l y ,  the d e p a r t m e n t s  w e r e  r e q u e s t e d  to p r o v i d e  the t o t a l  
cos t  of e a c h  p r o p o s e d  p r o g r a m  at l e a s t  t h r o u g h  f i s c a l  y e a r  1967, 
tha t  i s ,  for  five y e a r s  in  a d v a n c e .  

A s t a n d a r d i z e d  l i s t  of  p r o g r a m  e l e m e n t s  and p r o g r a m  p a c k a g e s  
was  d e v e l o p e d  wi th  the a s s i s t a n c e  of the m i l i t a r y  d e p a r t m e n t s  and the 
Jo in t  Staff to s e r v e  as  the g e n e r a l  f r a m e w o r k  wi th in  w h i c h  the p r o -  
g r a m  p r o p o s a l s  w e r e  to be s u b m i t t e d .  By a " p r o g r a m  e l e m e n t "  we 
m e a n  an i n t e g r a t e d  a c t i v i t y ,  a c o m b i n a t i o n  of m e n ,  e q u i p m e n t ,  and 
i n s t a l l a t i o n s ,  w h o s e  e f f e c t i v e n e s s  c a n  be r e l a t e d  to ou r  n a t i o n a l  s e -  
c u r i t y  p o l i c y  o b j e c t i v e s .  E x a m p l e s  a r e  B-52  w i n g s ,  i n f a n t r y  b a t t a l -  
i ons ,  and c o m b a t a n t  s h i p s ,  t o g e t h e r  wi th  a l l  the e q u i p m e n t ,  m e n ,  
i n s t a l l a t i o n s ,  s u p p l i e s ,  and s u p p o r t  r e q u i r e d  to m a k e  t h e m  e f f e c t i v e  
m i l i t a r y  f o r c e s .  

By a "program package" we mean an interrelated group of pro- 
gram elements that have to be considered together for decision pur- 
poses because they support each other or are close substitutes for 
each other. The general war offensive forces is an example of such 
a p a c k a g e .  The  un i fy ing  p r i n c i p l e  of e a c h  p a c k a g e  is a c o m m o n  m i s -  
s i on  o r  s e t  p u r p o s e s  for  the e l e m e n t s  i nvo lved .  

In deve lop ing  this  l i s t  we have  a t t e m p t e d  to i d e n t i f y  e a c h  s p e c i f i c  
i t e m  o r  a c t i v i t y  which  would  m e e t  the de f in i t i on  of a p r o g r a m  e l e m e n t .  
We have  o r g a n i z e d  t h e m  into l a r g e  r e l a t e d  g r o u p s  and f i na l ly  into 
p r o g r a m  p a c k a g e s  r e l a t e d  to the m a j o r  m i l i t a r y  m i s s i o n s .  F o r  e x -  
a m p l e ,  the g e n e r a l  w a r  o f f e n s i v e  f o r c e s  p r o g r a m  p a c k a g e  is d iv ided  
into  a n u m b e r  of c a t e g o r i e s - - t h e  a i r c r a f t  f o r c e s ,  the l a n d - b a s e d  m i s -  
s i l e  f o r c e s ,  the s e a - b a s e d  m i s s i l e  f o r c e s ,  c o m m a n d  c o n t r o l  and c o m -  
m u n i c a t i o n s  s y s t e m s  and h e a d q u a r t e r s ,  and c o m m a n d  s u p p o r t .  

Wi th in  the a i r c r a f t  f o r c e s  a r e  the B - 5 2 ' s  (with Hound Dog,  Skybol t ,  
and Q u a i l  m i s s i l e s ,  l i s t e d  s e p a r a t e l y ) ,  the B - 5 8 ' s  and the B - 4 7 ' s  ( in -  
c l ud ing  the r e c o n n a i s s a n c e  v e r s i o n  of the B-47}, and the t a n k e r s .  
Wi th in  the m i s s i l e  f o r c e s  a r e  A t l a s ,  T i t an ,  M i n u t e m a n ,  and P o l a r i s ,  
p lus  the T h o r  and J u p i t e r  I R B M ' s  and the s u b m a r i n e - l a u n c h e d  R e g u l u s .  
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Also  i nc luded  in the g e n e r a l  wa r  o f f ens ive  fo rces  package  a r e  
the c o m m u n i c a t i o n s  l inks  and the c o m m a n d  and c o n t r o l  s y s t e m s  
r e q u i r e d  for the e f f e c t i v e  d i r e c t i o n  of the s t r a t e g i c  f o r c e s ,  t o g e t h e r  
wi th  the h e a d q u a r t e r s  and c o m m a n d  s u p p o r t  a s s o c i a t e d  with t h e s e  

f o r c e s .  

The g e n e r a l  war  d e f e n s i v e  f o r c e s  is  a n o t h e r  of the m o r e  e a s i l y  
de f inab le  p r o g r a m  p a c k a g e s  s u p p o r t i n g  a c l e a r l y  i den t i f i ab l e  m a j o r  
m i l i t a r y  m i s s i o n .  Inc luded  h e r e  a r e  the i n t e r c e p t o r  a i r c r a f t ,  the 
s u r f a c e - t o - a i r  m i s s i l e s ,  e l e m e n t s  of the w a r n i n g  s y s t e m ,  and so 

fo r th .  

The third and largest program package is that for the general 
purpose forces. These are the forces designed to fight local or 
limited wars, and to engage in theater operations in general war. 
This package is organized broadly along service lines. Within the 
services the basic identifiable combat units form the program ele- 

ments. 

U n d e r  the A r m y  a r e  a l m o s t  a l l  of i t s  r e g u l a r  c o m b a t  uni ts  and 
c o m m a n d  s u p p o r t  e l e m e n t s .  T h e y  r a n g e  f r o m  the four b a s i c  k inds  
of  d i v i s i o n s  to m i s s i l e  g roups  and c o m m a n d s  to a r t i l l e r y  b a t t a l i o n s ,  
a i r  d e f e n s e  uni t s  for  the A r m y  in the f ie ld ,  and av i a t i on  c o m p a n i e s .  

The Navy's list is even longer, embracing all of the combatant 
ships and support vessels, except for the strategic missile-firing 
submarines, the radar warning picket ships, and the Military Sea 
Transportation Service ships. All of the fleet's various aircraft 
units are also included, except, of course, those assigned to air- 

borne early warning. 

All  M a r i n e  C o r p s  uni t s  a r e  l i s t e d  u n d e r  g e n e r a l  p u r p o s e  f o r c e s ,  

i nc lud ing  the M a r i n e  a i r  w ings .  

The  Ai r  F o r c e  g e n e r a l  p u r p o s e  f o r c e s  c o n s i s t  p r i n c i p a l l y  of 
t hose  uni t s  a s s i g n e d  to t a c t i c a l  a i r  c o m m a n d s  and to t h e a t e r  c o m -  
m a n d s .  The  t a c t i c a l  f i g h t e r s  and  b o m b e r s ,  the t a c t i c a l  r e c o n n a i s -  
s a n c e  a i r c r a f t ,  KB-50  t a n k e r s ,  Ma tado r  and Mace  m i s s i l e s ,  and the 
a s s o c i a t e d  c o m m a n d  and c o n t r o l  s y s t e m s  and h e a d q u a r t e r s  a l l  fa l l  

u n d e r  th is  c a t e g o r y .  

The  four th  p r o g r a m  package  is that  for  s e a l i f t  and a i r l i f t .  The 
t r o o p  c a r r i e r  wings  of the A i r  F o r c e ,  i nc lud ing  the t h e a t e r  a i r l i f t ,  
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Military Air Transportation Service, and Military Sea Transportation 
Service make up the essential pieces of this grouping. 

The  fifth p r o g r a m  package  is c o m p o s e d  of the R e s e r v e  and Na-  
t iona l  G u a r d  f o r c e s .  The  p r o g r a m  e l e m e n t s  a r e  a r r a n g e d  a c c o r d i n g  
to s e r v i c e ,  and  wi th in  e a c h  s e r v i c e  a c c o r d i n g  to which  of the m a j o r  
m i s s i o n s  they  s u p p o r t .  Ac tua l ly ,  R e s e r v e  and Na t iona l  G u a r d  p r o -  
g r a m  e l e m e n t s  have  b e e n  r e v i e w e d  in the a p p r o p r i a t e  m i s s i o n  p a c k -  
a g e - - g e n e r a l  wa r  d e f e n s i v e  f o r c e s ,  g e n e r a l  p u r p o s e  f o r c e s ,  o r  s e a -  
l i f t  and a i r l i f t - - a s  we l l  as  in  the r e s e r v e  p a c k a g e .  

P r o g r a m  package  s ix  i n c l u d e s  a l l  of the D e p a r t m e n t ' s  r e s e a r c h  
and d e v e l o p m e n t  p r o j e c t s  that  a r e  not d i r e c t l y  a s s o c i a t e d  with p r o -  
g r a m  e l e m e n t s  in o t h e r  p r o g r a m  p a c k a g e s .  Space p r o j e c t s  a r e  
g a t h e r e d  t o g e t h e r  h e r e  in a s e p a r a t e  g roup .  

The s e v e n t h  p r o g r a m  package  is l abe l ed  S e r v i c e w i d e  Suppor t .  
Th is  is the "a l l  o t h e r "  package ,  con t a in ing  al l  the a c t i v i t i e s  not 
r e a d i l y  a l l o c a b l e  to m i s s i o n s ,  f o r c e s ,  o r  weapon  s y s t e m s .  Some 
of i ts m a j o r  e l e m e n t s  a r e  r e c r u i t ,  t e c h n i c a l ,  and p r o f e s s i o n a l  s u p -  
por t ,  i n t e l l i g e n c e ,  and h i g h e r  h e a d q u a r t e r s .  

I a m  s u r e  that  as we ga in  e x p e r i e n c e  t h e r e  wi l l  be f u r t h e r  c h a n g e s  
in  th is  l i s t  and in i ts  o r g a n i z a t i o n  and c l a s s i f i c a t i o n .  T h e r e  wi l l  be 
the con t inu ing  t a sk  of ad ju s t i ng  the l i s t  to r e f l e c t  c h a n g e s  in the f o r c e s  
and p r o g r a m s ,  as we l l  as in p lans ,  c o n c e p t s ,  and o r g a n i z a t i o n .  Al -  
r e a d y ,  we have  had to fit the c iv i l  d e f e n s e  p r o g r a m  e l e m e n t s  into the 
g e n e r a l  war  d e f e n s i v e  f o r c e s  package .  

The program packages were submitted by the military depart- 
ments over a period of two months, beginning early in July. All of 
the r e v i e w i n g  a g e n c i e s - - t h e  Jo in t  Chiefs  of Staf f ' s  o r g a n i z a t i o n ,  the 
v a r i o u s  e l e m e n t s  of the Off ice  of the S e c r e t a r y  of D e f e n s e ,  and the 
m i l i t a r y  d e p a r t m e n t s - - r e c e i v e d  c o p i e s  of t h e s e  s u b m i s s i o n s .  As 
the s e r v i c e s  p a c k a g e s  w e r e  r e c e i v e d  by m y  off ice  they  w e r e  a s s e m b l e d ,  
c o n s o l i d a t e d ,  and the bas ic  p r o g r a m  i s s u e s  w e r e  a n a l y z e d .  Cop ie s  of  
the c o n s o l i d a t e d  p a c k a g e s ,  i n c l u d i n g  our  a n a l y s i s  of the m a j o r  i s s u e s ,  
w e r e  then  f u r n i s h e d  to e a c h  of the p a r t i c i p a t i n g  d e p a r t m e n t s  and a g e n -  
c i e s .  

In the midst of the program review the system's ability to adjust 
to sudden changes was put to the test. Late in July President Kennedy 
sent to the Congress a third set of amendments to the fiscal year 1962 
Defense budget, aggregating about $3.5 billion of additional programs, 
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P r i n c i p a l l y  a f f e c t e d  w e r e  the g e n e r a l  p u r p o s e  f o r c e s ,  but s o m e  
c h a n g e s  w e r e  r e q u i r e d  in v i r t u a l l y  a l l  the o t h e r  p a c k a g e s .  Al l  
th ings  c o n s i d e r e d ,  the a d j u s t m e n t s  w e r e  c o m p l e t e d  wi thout  too 
g r e a t  d i f f i cu l ty  o r  undue de lay .  

As the Joint Chiefs of Staff organization, various elements of 
the Office of the Secretary of Defense, and the military departments 
completed their reviews of the program packages, their comments 
and recommendations were forwarded to the Secretary for his con- 
sideration. The Secretary reviewed in great detail the program 
proposals made by the military departments and all the related anal- 
ysis, comments, and recommendations. On the 22nd of September 
his tentative decisions on the program packages were forwarded to 
the military departments to serve as guidance for the preparation of 
fiscal year 1963 Defense budget and for future planning. 

The program guidance is quite specific and comprehensive. For 
example, in the mission-oriented packages, I through IV, the guidance 
takes the form of a tabulation of approved forces and programs for the 
next five years for each of the program packages, together with ex- 
planatory notes and appropriate procurement programs for major 
items of equipment. The research and development guidance for pro- 
gram package VI is in the form of dollar amounts for each development 
or major project, where feasible, or for logical groups of research 
activities. 

The third phase of the planning-programing-budgeting process is 
now well under way. The military departments are now preparing to 
submit their FY 63 budget requests to the Office of the Secretary of 
Defense on 23 October. To facilitate the translation of program de- 
cisions into the traditional budget format, the services had been re- 
quested in the programing phase to submit a cross-classification of 
the fiscal data by program element and by appropriation account for 
both obligational authority and expenditures. They are submitting 
this same cross-classification in the budget phase. 

It m i g h t  be wor th  e m p h a s i z i n g  at this  point  that  the p r o g r a m i n g  
r e v i e w  is  not i n t e n d e d  as a s u b s t i t u t e  for  the n o r m a l  budget  r e v i e w .  
R a t h e r ,  it is designed to p r o v i d e  the D e p a r t m e n t  of D e f e n s e  with an  
a p p r o v e d  p r o g r a m  base  for  the p r e p a r a t i o n  of the annua l  budget ,  as  
w e l l  as  gu idance  for  fu ture  p lann ing .  But the exac t  n u m b e r  of m i s -  
s i l e s ,  a i r c r a f t ,  t anks ,  guns,  et  c e t e r a ,  to be funded in f i s c a l  y e a r  
1963 s t i l l  r e m a i n s  to be d e t e r m i n e d  in the f o r t h c o m i n g  budget  r e v i e w  
p h a s e .  D e t a i l e d  shopp ing  l i s t s ,  p r o d u c t i o n  s c h e d u l e s ,  l e a d t i m e s ,  
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a c t i v i t y  r a t e s ,  p e r s o n n e l  g r a d e  s t r u c t u r e s ,  p r i c e s ,  the s t a t u s  of  
funding,  and al l  the o t h e r  face t s  i n v o l v e d  in the p r e p a r a t i o n  of a D e -  
fense  budge t  have  ye t  to be s c r u t i n i z e d  in the budget  r e v i e w  p r o c e s s .  

No doubt f u r t h e r  a d j u s t m e n t  and r e f i n e m e n t  wi l l  be m a d e  in the 
p r o g r a m s  d u r i n g  the c o u r s e  of the budget  r e v i e w .  In fact ,  S e c r e t a r y  
M c N a m a r a ,  in t r a n s m i t t i n g  the p r o g r a m  g u i d a n c e  to the m i l i t a r y  de -  
p a r t m e n t s ,  m a d e  it p e r f e c t l y  c l e a r  tha t  he w i s h e s  to d i s c u s s  f u r t h e r  
wi th  the S e r v i c e  S e c r e t a r i e s  and the Ch ie f s  s o m e  of the p r o g r a m  a r e a s  
w h i c h  he f ee l s  had not r e c e i v e d  a l l  the a t t e n t i o n  t hey  d e s e r v e d .  He 
i n t e nds  to con t inue  t h e s e  d i s c u s s i o n s  unt i l  the f inal  F Y  1963 budge t  
d e c i s i o n s  a r e  m a d e  at  the end of N o v e m b e r .  

The B u r e a u  of the Budge t ,  as in pas t  y e a r s ,  wi l l  p a r t i c i p a t e  in 
this  budget  r e v i e w  at the OSD l e v e l .  In the c a s e  of  e v e r y  o t h e r  d e -  
p a r t m e n t  of the G o v e r n m e n t ,  the r e v i e w  by the d e p a r t m e n t  and the 
B u r e a u  of the Budge t  o c c u r  in s e q u e n c e .  F o r  a n u m b e r  of y e a r s  now 
t h e r e  has  b e e n  a jo in t  D O D - B u r e a u  of the Budge t  r e v i e w  of the D e f e n s e  
budge t ,  and this  wi l l  be the c a s e  a g a i n  this  y e a r .  The  D e f e n s e  D e p a r t -  
m e n t ' s  budget  r e q u e s t  for  the c o m i n g  f i s c a l  y e a r  wi l l  t hen  be p r e p a r e d  
in the u s u a l  f o r m  for s u b m i s s i o n  to the P r e s i d e n t  and,  f ina l ly ,  to the 
C o n g r e s s .  

Al though  we have  ye t  to c o m p l e t e  the budge t  phase  of the p l a n n i n g -  
p r o g r a m i n g - b u d g e t i n g  p r o c e s s ,  I b e l i e v e  it is not too e a r l y  to d r a w  
s o m e  p r e l i m i n a r y  c o n c l u s i o n s  f r o m  ou r  e x p e r i e n c e  thus fa r .  C o n -  
s i d e r i n g  the n e w n e s s  of the p r o c e d u r e  and  the l i m i t e d  t i m e  a v a i l a b l e ,  
the p r o g r a m  s u b m i s s i o n s  by the m i l i t a r y  d e p a r t m e n t s  w e r e  s u r p r i s -  
i n g l y  c o m p l e t e  and t h o r o u g h .  T a k e n  t o g e t h e r ,  the s e r v i c e  s u b m i s s i o n s  
c o n s t i t u t e  the m o s t  c o m p r e h e n s i v e  body of da ta  b e a r i n g  on the D e f e n s e  
p r o g r a m  that  has  e v e r  been  a s s e m b l e d .  

A d m i t t e d l y ,  m u c h  of the cos t  da ta  s u b m i t t e d  lef t  a good d e a l  to 
be d e s i r e d ,  but it was  good enough  to enab l e  the S e c r e t a r y  of D e f e n s e  
to get  a r o u g h  fee l  for  the l o n g - t e r m  f i n a n c i a l  i m p l i c a t i o n s  of h is  p r o -  
g r a m  d e c i s i o n s ,  and,  d e s p i t e  m a n y  s h o r t c o m i n g s  in the p r o g r a m  da ta ,  
the S e c r e t a r y  was ab le  to d e v e l o p  for the f i r s t  t i m e  a s e t  of a p p r o v e d  
D e p a r t m e n t  of D e f e n s e  p r o g r a m s  p r o j e c t e d  five y e a r s  into the f u t u r e .  
W h e t h e r  o r  not the s e r v i c e s  a g r e e  with  t h e s e  d e c i s i o n s ,  the s p e c i f i c  
and c o m p r e h e n s i v e  n a t u r e  of the g u i d a n c e  f u r n i s h e d  wi l l  g r e a t l y  a s s i s t  
in the p r e p a r a t i o n  of the F Y  1963 budge t  s u b m i s s i o n s  as  w e l l  as in 
t h e i r  fu tu re  p l ann ing .  Tha t ,  of c o u r s e ,  is  one of the p r i n c i p a l  p u r -  
p o s e s  of the p r o g r a m i n g  p h a s e .  
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T h e  p r o g r a m i n g  p h a s e ,  as  we had  h o p e d ,  was  t r u l y  a t e a m  e f f o r t .  
Al l  e l e m e n t s  of  the  D e f e n s e  E s t a b l i s h m e n t  m a d e  v a l u a b l e  c o n t r i b u t i o n s  
to the  S e c r e t a r y ' s  r e v i e w .  T h e r e  is  now no q u e s t i o n  in o u r  m i n d s  tha t  
the  p r o g r a m i n g  a p p r o a c h  to  D e f e n s e  b u d g e t  p r e p a r a t i o n  is  bo th  f e a s i b l e  
a nd  u s e f u l .  It  h a s  w o r k e d  e v e n  u n d e r  the  m o s t  t r y i n g  c i r c u m s t a n c e s ,  
w i th  the  c h a n g e  in a d m i n i s t r a t i o n ,  the  t h r e e  succe~ss ive  a m e n d m e n t s  
to the  1962 b u d g e t ,  and  the  e m e r g e n c y  m e a s u r e s  n e c e s s i t a t e d  by the  
B e r l i n  c r i s i s .  

But  t h e r e  a r e  a n u m b e r  of  a r e a s  in  w h i c h  i m p r o v e m e n t s  c a n  and  
s h o u l d  be m a d e .  T h e  d a t a  s u b m i t t e d  on the  o b l i g a t i o n a l  a u t h o r i t y  r e -  
q u i r e d  and  on the  e x p e n d i t u r e  e s t i m a t e s  fo r  the  p r o g r a m  e l e m e n t s  
w e r e  not  good  e n o u g h .  T h e  b a s i c  p r o b l e m  l i e s  in  the fact  t ha t  good  
c o s t  i n f o r m a t i o n  s i m p l y  is  not  a v a i l a b l e  fo r  m a n y  of the  p r o g r a m  
e l e m e n t s .  O u r  k n o w l e d g e  and  t e c h n i q u e s  o f  c o s t  e s t i m a t i n g  h a v e  to 
be e x p a n d e d  and  s h a r p e n e d ,  and  t h i s  is  one  of  the  a r e a s  t h a t  we w i l l  
be e x p l o r i n g  m u c h  m o r e  t h o r o u g h l y  d u r i n g  the  nex t  s e v e r a l  m o n t h s .  

S e c o n d ,  we h a v e  ye t  to a c h i e v e  ful l  u n i f o r m i t y  in  the  s e r v i c e  s u b -  
m i s s i o n s .  F o r  e x a m p l e ,  one  s e r v i c e  p r o r a t e s  m e d i c a l  c o s t s  a m o n g  
the  m i s s i o n  e l e m e n t s ;  a n o t h e r  t h r o w s  a l l  m e d i c a l  c o s t s  in to  s e r v i c e -  
w ide  s u p p o r t ,  and  the  t h i r d  d o e s  i t  p a r t l y  one  way  and  p a r t l y  the  o t h e r .  

T h i r d ,  m u c h  m o r e  w o r k  has  to  be done  on the  a n a l y s i s  of  m i l i t a r y  
e f f e c t i v e n e s s .  T h e  s e r v i c e s ,  in  t h e i r  s u b m i s s i o n s ,  had  a t e n d e n c y  to 
s u b s t i t u t e  a d e s c r i p t i o n  of  a w e a p o n  s y s t e m  for  an  e v a l u a t i o n  of  i t s  
m i l i t a r y  e f f e c t i v e n e s s  in  t e r m s  of  the  m i s s i o n  it is  d e s i g n e d  to p e r -  
f o r m .  A d m i t t e d l y ,  t h i s  i s  a v e r y  d i f f i c u l t  a r e a  fo r  a n a l y s i s ,  but  i t  
i s  one  w h i c h  has  to be m a s t e r e d  if  p r o g r a m  d e c i s i o n s  a r e  to  be m a d e  
on the  b a s i s  o f  c o s t  and  e f f e c t i v e n e s s .  

F o u r t h ,  we h a v e  to d e v e l o p  a good  p r o c e d u r e  w h i c h  wi l l  p e r m i t  
us  to m a k e  p r o m p t  p r o g r a m  a d j u s t m e n t s  in r e s p o n s e  to  c h a n g e s  in  
the  i n t e r n a t i o n a l  s i t u a t i o n ,  in  t e c h n o l o g y ,  and  in r e q u i r e m e n t s  at  
a n y  t i m e  d u r i n g  the  p l a n n i n g - p r o g r a m i n g - b u d g e t i n g  c y c l e .  

F i f t h ,  in  s o m e  a r e a s ,  we have  ye t  to i d e n t i f y  p r e c i s e l y  the  c e n t r a l  
d e c i s i o n s  r e q u i r e d  and  the  a r r a n g e m e n t  of p r o g r a m  e l e m e n t s  n e e d e d  
to gu ide  s u c h  d e c i s i o n s  p r o p e r l y .  T h i s  i s  p a r t i c u l a r l y  t r u e  of  the  g e n -  
e r a l  p u r p o s e  f o r c e s  and of  s e r v i c e w i d e  s u p p o r t .  On the  o t h e r  h a n d ,  
the  g e n e r a l  w a r  o f f e n s i v e  f o r c e s  and  the  g e n e r a l  w a r  d e f e n s i v e  f o r c e s  
o f f e r  no p a r t i c u l a r  p r o b l e m  in th i s  r e g a r d ,  n o r  d o e s  s e a l i f t  and  a i r -  
l i f t .  
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F i n a l l y ,  t h e r e  is  r o o m  for i m p r o v e m e n t  in the r e v i e w  p r o c e d u r e ,  
p a r t i c u l a r l y  the S e c r e t a r y ' s  r e v i e w .  The p r o b l e m  h e r e  is s i m p l y  
one  of t i m e ,  the S e c r e t a r y ' s  t i m e .  I can  a s s u r e  you tha t  S e c r e t a r y  
M c N a m a r a  did h i s  h o m e w o r k  on the w r i t t e n  s u b m i s s i o n s  and c o m -  
m e n t s ,  but would  have  l iked  to d i s c u s s  h is  d e c i s i o n s  m o r e  t h o r o u g h l y  
and in g r e a t e r  d e t a i l  wi th  his  p r i n c i p a l  m i l i t a r y  and c i v i l i a n  a d v i s e r s .  
U n f o r t u n a t e l y ,  the B e r l i n  c r i s i s  m a d e  u n u s u a l  d e m a n d s  on his  t i m e ,  
j u s t  at  the t i m e  of p r o g r a m  r e v i e w .  Next  y e a r  we hope to e x t e n d  the 
t i m e  of the S e c r e t a r y ' s  r e v i e w .  T h e r e  is no r e a s o n  why a l l  p r o g r a m  
r e v i e w s  have  to be c o n c e n t r a t e d  in the two m o n t h s  p r e c e d i n g  the budge t  
c a l l .  T h e r e  was  good r e a s o n  for  that  th is  y e a r  b e c a u s e  we w e r e  s t a r t -  
ing f r o m  s c r a t c h  and had to deve lop  a p r o g r a m  for  the f i r s t  t i m e ,  but 
in a n o t h e r  y e a r  we s e e  no r e a s o n .  Indeed ,  we plan  to m a k e  the p r o -  
g r a i n i n g  p h a s e ,  as  w e l l  as  the p l a n n i n g - r e q u i r e m e n t s  p h a s e ,  an  a l l -  
y e a r - r o u n d  a f f a i r ,  s t u d y i n g ,  r e v i e w i n g ,  and a d j u s t i n g  p r o g r a m  de t a i l s  
as new k n o w l e d g e  b e c o m e s  a v a i l a b l e .  

I b e l i e v e  that  the p r o g r a m  f o r m u l a t i o n  and r e v i e w  p h a s e  is  w e l l  
in  hand ,  but we have  ye t  to dea l  wi th  the p r o b l e m  of p r o g r a m  e x e c u t i o n  
and  fo l lowup.  As I no ted  e a r l i e r ,  the S e c r e t a r y  wants  to m a n a g e  i d e n -  
t i f i ab le  p r o g r a m  e l e m e n t s ,  p a r t i c u l a r l y  the m a j o r  w e a p o n  s y s t e m s ,  
as p r o g r a m  e n t i t i e s  and not in bi ts  and p i e c e s  f i nanced  in v a r i o u s  ap -  
p r o p r i a t i o n  a c c o u n t s .  Obv ious ly ,  we m u s t  con t inue  to a c c o u n t  for  the 
use  of funds in t e r m s  of a p p r o p r i a t i o n s .  So, too, we m u s t  know the 
cos t  of  r e s o u r c e s  c o n s u m e d  by a c t i v i t i e s  w i th in  the a p p r o p r i a t i o n s  
and at v a r i o u s  l e v e l s  of  c o m m a n d .  But we m u s t  a l so  know how our  
p r o g r a m s  a r e  p r o g r e s s i n g ,  both in p h y s i c a l  t e r m s  and in f i n a n c i a l  
t e r m s .  

How to d e v i s e  a f i n a n c i a l  m a n a g e m e n t  s y s t e m  which  can  s a t i s -  
f a c t o r i l y  m e e t  a l l  of t h e s e  v a r i e d  r e q u i r e m e n t s  is the p r o b l e m  now 
b e f o r e  us .  As a f i r s t  s t ep  t o w a r d  an e v e n t u a l  so lu t ion ,  we have  u n d e r -  
t a k e n  a s p e c i a l  s tudy ,  to be c o m p l e t e d  by  the end of th is  y e a r ,  of a l l  
the a c c o u n t i n g ,  i n f o r m a t i o n ,  and r e p o r t i n g  s y s t e m s  of the D e p a r t m e n t  
of  D e f e n s e .  A s t e e r i n g  g roup ,  c o m p o s e d  of s e n i o r  r e p r e s e n t a t i v e s  
f r o m  m y  of f ice  and f r o m  e a c h  of the m i l i t a r y  d e p a r t m e n t s ,  has  b e e n  
e s t a b l i s h e d  to p r o v i d e  o v e r a l l  g u i d a n c e  for  the s tudy  and to r e v i e w  
the f ind ings .  The d e t a i l e d  i n v e s t i g a t i o n s  a r e  be ing  c o n d u c t e d  by a 
n u m b e r  of s t u d y  t e a m s  c o m p o s e d  of r e p r e s e n t a t i v e s  of the m i l i t a r y  
d e p a r t m e n t s  and OSD and s u p p o r t e d  by ou t s i de  s p e c i a l i s t s .  E a c h  
m i l i t a r y  d e p a r t m e n t  has  appo in t ed  a f u l l - t i m e  s e n i o r  o f f i c i a l  to he lp  
guide  the w o r k  w i th in  his  d e p a r t m e n t .  The  t a sk  wi l l  not be e a s y  but ,  
when  this  s t u d y  is c o m p l e t e d ,  we shou ld  have  a m u c h  b e t t e r  i dea  of 
wha t  c a n  be done .  
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G e n t l e m e n ,  I h o p e  in  s t r e s s i n g  t h e  n e w  a p p r o a c h  to t h e  p l a n n i n g -  
p r o g r a m i n g - b u d g e t i n g  p r o c e s s ,  I h a v e  n o t  l e f t  t he  i m p r e s s i o n  t h a t  
t h i s  in  i t s e l f  w i l l  m a k e  t he  h a r d  d e c i s i o n s  e a s y ,  o r  t he  c o m p l e x  p r o b -  
l e m  o f  f o r m u l a t i n g  t h e  n a t i o n a l  d e f e n s e  p r o g r a m  s i m p l e .  W h a t  t h e s e  
i n n o v a t i o n s  w i l l  do ,  we h o p e ,  i s  f a c i l i t a t e  t h e  r a t i o n a l  a n a l y s i s  o f  n a -  
t i o n a l  s e c u r i t y  p r o b l e m s .  T h e y  w i l l  m a k e  us  a w a r e  o f  t h e  fu l l  c o s t  
i m p l i c a t i o n s  o f  t he  p o l i c y  a n d  p r o g r a m  c h o i c e s  we  m a k e .  T h e y  w i l l  
p e r m i t  u s ,  in  a s h o r t e r  t i m e  a n d  w i t h  g r e a t e r  a c c u r a c y ,  to  c o s t  o u t  
t he  v a r i o u s  a l t e r n a t i v e s  a v a i l a b l e  to  u s  s o  t h a t  we  c a n  d e v e l o p  a p r o -  
g r a m  w h i c h  p r o v i d e s  t h e  g r e a t e s t  a m o u n t  o f  d e f e n s e  f o r  t h e  r e s o u r c e s  
c o n s u m e d .  

T h i s  s h o u l d  be o u r  o b j e c t i v e  i n  a n y  c a s e ,  bu t  i t  i s  p a r t i c u l a r l y  
i m p o r t a n t  n o w  w h e n  d e f e n s e  e x p e n d i t u r e s  a r e  r i s i n g  a t  a r a t e  o f  m o r e  
t h a n  $3 b i l l i o n  a y e a r .  T r u e  e c o n o m y  d o e s  n o t  m e a n  s c r i m p i n g  o n  
e s s e n t i a l s .  I t  m e a n s  m a k i n g  {he m o s t  e f f i c i e n t  u s e  o f  t he  r e s o u r c e s  
a v a i l a b l e ,  e l i m i n a t i n g  w a s t e  a n d  n o n e s s e n t i a l s ,  a n d  d i s c a r d i n g  e x -  
p e n s i v e  p r o g r a m s  t h a t  c o n t r i b u t e  o n l y  m a r g i n a l l y  to  o u r  s t r e n g t h .  

T h i s  i s  t h e  k i n d  o f  e c o n o m y  w h i c h  r e q u i r e s  h a r d  w o r k  a n d  h a r d  
t h i n k i n g  a n d  o f t e n  t h e  a d o p t i o n  o f  u n p o p u l a r  c o u r s e s  o f  a c t i o n .  Bu t  
i t  is  t h e  k i n d  o f  e c o n o m y  w h i c h  S e c r e t a r y  M c N a m a r a  h a s  a l r e a d y  
e m p h a t i c a l l y  d e m o n s t r a t e d  he  i n t e n d s  to p r a c t i c e .  

Thank you. 

C A P T A I N  M U R R A Y :  S e c r e t a r y  H i t c h  i s  r e a d y  f o r  y o u r  q u e s t i o n s ,  
g e n t l e m e n .  

Q U E S T I O N :  S i r ,  c o u l d  y o u  t e l l  u s  w h a t  f a c t o r s  o f  e f f e c t i v e n e s s  
w e r e  a v a i l a b l e  to  t h e  S e c r e t a r y  w h e n  he  c o n s i d e r e d  t h e  g e n e r a l  p u r -  
p o s e  w a r  ? 

M R .  H I T C H :  T h i s  i s  an  a r e a  i n  w h i c h  he  d i d n ' t  h a v e  v e r y  m u c h  
h e l p .  I r e m a r k e d ,  I t h i n k ,  t h a t  t h e r e  w a s  a t e n d e n c y  f o r  t he  s e r v i c e s ,  
i n  t h e i r  s u b m i s s i o n s ,  to  d e s c r i b e  w e a p o n s  s y s t e m s  a n d  c o m b a t  u n i t s  
r a t h e r  t h a n  to a n a l y z e  t h e i r  e f f e c t i v e n s s ,  a n d  t h i s  w a s  p e r h a p s  m o s t  
t r u e  o f  t he  g e n e r a l  p u r p o s e  f o r c e s .  T h e r e  w e r e  p a r t i c u l a r  a n a l y s e s  
o f  e f f e c t i v e n e s s  w h i c h  w e r e  u s e f u l  i n  m a k i n g  p a r t i c u l a r  c h o i c e s .  F o r  
e x a m p l e ,  i n  c o m p a r i n g  t h e  e f f e c t i v e n e s s  o f  n u c l e a r - p o w e r e d  s h i p s  
v e r s u s  c o n v e n t i o n a l l y  p o w e r e d  s h i p s ,  t h e r e  w e r e  v a r i o u s  m e a s u r e s  
o f  e f f e c t i v e n e s s  t h a t  w e r e  q u i t e  u s e f u l  to  h i m  in  d e c i d i n g  w h i c h  w a y  
to go o n  t h a t  o n e .  In s o m e  o t h e r  c a s e s  we  d id  h a v e  a v a i l a b l e  u s e f u l  
m e a s u r e s  o f  e f f e c t i v e n e s s ,  u s e f u l  t h a t  i s ,  in  a l i m i t e d  s e n s e .  T h e y  
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d id  no t  g i v e  a c o m p l e t e  m e a s u r e  o f  m i l i t a r y  w o r t h .  T h a t  I a m  s u r e  
we  w i l l  n e v e r  g e t  i n  t h e  c a s e  o f  " g e n e r a l  p u r p o s e  f o r c e s ,  " bu t  t h e r e  
a r e  m a n y  t h i n g s  t h a t  c a n  be  d o n e  b y  w a y  o f  a n a l y s i s  t o  i m p r o v e  d e -  
c i s i o n - m a k i n g  w i t h i n  t h a t  a r e a .  S o m e  o f  t h e m  w e r e  d o n e  in  t h i s  r e -  
v i e w .  

Q U E S T I O N :  I h a v e  h e a r d  s e v e r a l  r e f e r e n c e s  to t h e  o b j e c t i v e s  
o u t l i n e d  in  t he  b a s i c  n a t i o n a l  s e c u r i t y  p o l i c y .  Is  t h i s  a n e w  p a p e r ,  
o r  i s  t h i s  t h e  s a m e  NSC p o l i c y  p a p e r  ? 

M R .  H I T C H :  This w a s  a n  NSC p o l i c y  p a p e r .  

S T U D E N T :  I t  i s  s t i l l  i n  e f f e c t ,  t h e n 7  

M R .  H I T C H :  I h a v e n ' t  t a k e n  a r e c e n t  r e a d i n g  o n  t h i s  o n e ,  a n d  
I d o n ' t  k n o w  j u s t  w h e r e  i t  s t a n d s  a t  t h e  m o m e n t .  M y  r e c o l l e c t i o n  i s  
t h a t ,  w h e n  we  s e n t  o u t  t he  i n i t i a l  r e q u e s t  f o r  p r o g r a m  s u b m i s s i o n s  
in  M a y ,  o r  p e r h a p s  i t  w a s  in  A p r i l ,  we  e x p e c t e d  t h i s  p a p e r  to  go  
t h r o u g h  t h e  v a r i o u s  c o o r d i n a t i n g  a g e n c i e s  a n d  be  a p p r o v e d  a t  a n  e a r l y  
d a t e .  In  f a c t  i t  m a d e  v e r y  s l o w  p r o g r e s s .  I a m  no t  s u r e  w h e t h e r  i t  
h a s  g o n e  t h r o u g h  t h e m  y e t  o r  n o t .  Bu t  t h i s  w a s  a r e f e r e n c e  to  t he  
b a s i c  NSC p a p e r .  

Q U E S T I O N :  T h e  k i n d  o f  c o s t  a l l o c a t i o n s  f r o m  s o u r c e  to  u s e r  
t h a t  y o u  a r e  t a l k i n g  a b o u t  w i l l  r e q u i r e  s u b s t a n t i a l  i n c r e a s e s  i n  A D P  
c a p a b i l i t y - - d a t a - p r o c e s s i n g  e q u i p m e n t .  In  t h e  p a s t ,  in  t e r m s  o f  
d a t a - p r o c e s s i n g  r e q u i r e m e n t s  to  y o u r  o f f i c e  h a v e  b e e n  m o s t  d i f f i c u l t .  
C a n  we  p r e s u m e  t h a t  y o u r  a d d i t i o n a l  r e q u i r e m e n t s  w i l l  be  s u p p o r t e d  
b y  a m o r e  r e a s o n a b l e  o r  a d i f f e r e n t  a p p r o a c h ?  

M R .  H I T C H :  If  y o u r  j u s t i f i c a t i o n s  m e r i t  i t .  

Q U E S T I O N :  In t h e  f u t u r e  m a n a g e m e n t  o f  t he  D e p a r t m e n t  o f  D e -  
f e n s e ,  do  y o u  f o r e s e e  a p o s i t i o n  f o r  t h e  t h r e e  s e p a r a t e  m i l i t a r y  d e -  
p a r t m e n t s  a s  d i s t i n g u i s h e d  f r o m  t h e  f o u r  m i l i t a r y  s e r v i c e s  ? 

M R .  H I T C H :  I a m  v e r y  h a p p y  to s a y  t h a t  m y  o f f i c e  d o e s  n o t  
h a v e  r e s p o n s i b i l i t y  f o r  o r g a n i z a t i o n a l  q u e s t i o n s  in  t h e  D e p a r t m e n t  
o f  D e f e n s e .  I t h i n k  f r o m  t h e  p o i n t  o f  v i e w  o f  p r o g r a m i n g  a n d  b u d g e t i n g  
i t  d o e s n ' t  m a k e  a n y  d i f f e r e n c e  to  u s  w h e t h e r  i t ' s  t h r e e  d e p a r t m e n t s  o r  
f o u r  s e r v i c e s .  In  g e n e r a l  I t h i n k  t h a t  t h e  k i n d  o f  p r o g r a m i n g  a c t i v i t y  
a n d  r e v i e w  t h a t  I h a v e  b e e n  t a l k i n g  a b o u t  c a n  be  c a r r i e d  ou t  w i t h  a 
v e r y  w i d e  r a n g e  of  d i f f e r e n t  s o r t s  o f  o r g a n i z a t i o n a l  s t r u c t u r e s  i n  t h e  
D e p a r t m e n t .  T h a t ' s  a s  f a r  a s  I p e r m i t  m y s e l f  to  t h i n k  a b o u t  o r g a n -  

i z a t i o n a l  q u e s t i o n s .  16 



Q U E S T I O N :  M r .  H i t c h ,  we u n d e r s t a n d  tha t  you m a y  go f o r w a r d  
to the  C o n g r e s s  w i th  y o u r  b u d g e t  u n d e r  the  n o r m a l  a p p r o p r i a t i o n  
s t r u c t u r e  and  wi th  the  p r o g r a m  p a c k a g e  b u d g e t  a s  we l l .  Do you  
e n v i s i o n  t ha t  e v e n t u a l l y  the  a p p r o p r i a t i o n  s t r u c t u r e  m a y  c h a n g e  to 
r e f l e c t  the  e m p h a s i s  on  the  p r o g r a m  p a c k a g e s ,  and ,  if so ,  do you  
e v e n t u a l l y  s e e  t ha t  the  a p p r o p r i a t i o n s  w i l l  be to the  D e p a r t m e n t  of  
D e f e n s e  r a t h e r  t h a n  to the  t h r e e  m i l i t a r y  d e p a r t m e n t s  ? 

M R .  HITCH:  T h e  a n s w e r  to y o u r  q u e s t i o n  i s  no.  I do not  f o r e -  
s e e  a t  t h i s  t i m e  a n y  n e c e s s a r y  c h a n g e  in  the  a p p r o p r i a t i o n s  s t r u c t u r e  
r e s u l t i n g  f r o m  the  p r o g r a m  f o r m u l a t i o n .  I a m  s u r e  tha t  t h e r e  wi l l  
be c h a n g e s  in  the  a p p r o p r i a t i o n s  s t r u c t u r e  f r o m  t i m e  to t i m e  in  the  
f u t u r e  as  t h e r e  have  b e e n  in the  p a s t ,  but  I d o n ' t  s e e  a n y  n e e d  fo r  
g e t t i n g  a p p r o p r i a t i o n s  in  p r o g r a m  t e r m s ,  and  I c a n  s e e  s o m e  o b j e c -  
t i o n s  to s u c h  a c h a n g e .  I m i g h t  s a y  tha t  it is  the S e c r e t a r y ' s  i n t e n t i o n  
to p r e s e n t  and  j u s t i f y  the  D e f e n s e  b u d g e t  to C o n g r e s s  in  p r o g r a m  t e r m s ,  
b e g i n n i n g  wi th  the  F Y  63 b u d g e t .  We wi l l  t h e n  t r a n s l a t e  the  p r o g r a m s  
in to  a p p r o p r i a t i o n  c a t e g o r i e s ,  of  c o u r s e ,  b e c a u s e  t h i s  i s  the  w a y  in  
w h i c h  the  m o n e y  wi l l  be a p p r o p r i a t e d .  You a s k e d  a s u p p l e m e n t a r y  
q u e s t i o n ,  too .  

S T U D E N T :  Y e s ,  s i r .  I a s k e d :  Do you  fee l  tha t  e v e n t u a l l y  the  
a p p r o p r i a t i o n s  s t r u c t u r e  wi l l  c h a n g e  s o  tha t  the  m o n e y  wi l l  be a p p r o -  
p r i a t e d  to the  D e p a r t m e n t  of D e f e n s e  r a t h e r  t h a n  to the  t h r e e  m i l i t a r y  
d e p a r t m e n t s  ? 

M R .  HITCH:  No,  I d o n ' t .  It d o e s n ' t  s e e m  to m e  to be v e r y  i m -  
p o r t a n t .  It s e e m s  to m e  tha t  the  e f f e c t i v e  c o n t r o l  i s  t h e r e  in  a n y  
e v e n t .  To  w h o m  it i s  n o m i n a l l y  a p p r o p r i a t e d  j u s t  d o e s n ' t  s t r i k e  m e  
as  b e i n g  v e r y  i m p o r t a n t  one  w a y  o r  the  o t h e r .  

Q U E S T I O N :  M r .  H i t c h ,  how do you  s e e  t ha t  the  p r o g r a m  p a c k a g e  
wi l l  a s s i s t  the  m i l i t a r y  d e p a r t m e n t s  in  k n o w i n g  wha t  not  to do in  c a s e  
the  a p p r o p r i a t i o n s  do not  s a t i s f y  t h e i r  r e q u i r e m e n t s  ? 

MR.  HITCH:  If  the  a p p r o p r i a t i o n s  a r e  c u t  the  p r o g r a m s  wi l I  be 
a d j u s t e d .  As I s e e  i t ,  t h e s e  f i v e - y e a r  p r o g r a m s  a r e  go ing  to be in  
a p r e t t y  d y n a m i c  s t a t e .  T h e y  a r e  g o i n g  to h a v e  to be  c h a n g e d  w h e n -  
e v e r  a n y t h i n g  i m p o r t a n t  c h a n g e s  in  the  e n v i r o n m e n t .  T h e y  a r e  go ing  
to have  to  be c h a n g e d  w h e n e v e r  we have  a t e c h n o l o g i c a l  b r e a k t h r o u g h  
o r  a t e c h n o l o g i c a l  d i s a p p o i n t m e n t  in  a d e v e l o p m e n t  p r o g r a m .  T h e y  
a r e  g o i n g  to h a v e  to be c h a n g e d  w h e n e v e r  C o n g r e s s  c u t s  o u r  b u d g e t  
o r  a d d s  to o u r  b u d g e t .  T h e y  a r e  g o i n g  to h a v e  to be c h a n g e d  w h e n -  
e v e r  the  i n t e r n a t i o n a l  s i t u a t i o n  c h a n g e s  o r  if  we l e a r n  s o m e t h i n g  
n e w  abou t  the  t h r e a t ,  
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I think that we are going to have to work out procedures for keep- 
ing these programs under continuous review, and whenever we find 
that the money doesn't match the programs we are going to have to 
bring this up for decision at the appropriate level, which may be the 
level of the service or which may be the level of the Secretary,  de- 
pending upon what the particular decision is. But we are going to 
have to keep them matched. If we find that the money is inadequate 
for the program, we are  going either to have to cut the program or 
we are  going to have to do some reprograming of funds from other 
programs, cutting them so that this program can be maintained. 

Q U E S T I O N :  M r .  H i t c h ,  y o u  h a v e  e x p l a i n e d  h o w  y o u  w i l l  be  a b l e  
to  p i n p o i n t  t h e  c o s t  o f  t h e s e  p r o g r a m  p a c k a g e s  f o r  e x e c u t i v e  d e c i s i o n ,  
bu t ,  w h e n  i t  c o m e s  to  w e i g h i n g  t he  w o r t h  a g a i n s t  t he  s t r a t e g i c  n e e d  
10 o r  15 y e a r s  in  a d v a n c e ,  i t  l o o k s  a s  i f  t he  S e c r e t a r y  h a s  a v e r y  h e a v y  
b u r d e n .  Do y o u  f o r e s e e  a n y  p a r t i c u l a r  e v o l u t i o n  i n  t h e  D e f e n s e  D e p a r t -  
m e n t  f o r  h e l p i n g  h i m  w i t h  t h i s  d i f f i c u l t  t h i n g ,  o r  do  y o u  f e e l  t h a t  t h e  
p r e s e n t  s o u r c e s  a r e  a d e q u a t e ?  

MR. HITCH: No, sir ,  I certainly don't feel that present sources 
are adequate. I think this is one of the areas in which we have to learn 
to do better. I am sure it is an area that is extremely difficult, and 
one in which we will never achieve anything remotely approaching per-  
fection. But we don't have to. All that we are trying to do is make 
decisions better, more rationally, than they would otherwise be made. 
For this purpose there is quite a lot that can be done by way of anal- 
ysis that can be helpful to the Secre tary  and to his advisers in making 
these decisions and in recommending decisions. 

We can't ever hope to calculate mil i tary worth or effectiveness in 
t he  w a y  t h a t  we  c a n  c a l c u l a t e  a n d  e s t i m a t e  c o s t s .  I t  i s  a n  e n t i r e l y  d i f -  
f e r e n t  s o r t  o f  t h i n g .  We d o n ' t  h a v e  a n y  c o m m o n  m e a s u r e s .  B u t  in  
m a k i n g  p a r t i c u l a r  c o m p a r i s o n s  o f  a l t e r n a t i v e s  you  a l w a y s  f i nd  t h a t  
t h e r e  a r e  s o m e  c o m p a r i s o n s ,  s o m e  m e a s u r e m e n t s ,  s o m e  c a l c u l a t i o n s ,  
s o m e  a n a l y s e s  t h a t  y o u  c a n  f i n d  t h a t  h e l p  y o u  w i t h  t h a t  p a r t i c u l a r  c h o i c e .  
I t  w i l l  be  d i f f e r e n t  in  e v e r y  c a s e .  

If you are comparing nuclear versus nonnuclear ship propulsion, 
it will be one thing. If you are comparing one kind of fighter a i rcraf t  
with another, it will be a different kind of comparison. But there are 
always very useful measures of effectiveness at hand. They are par- 
tial measures .  They don't take into account everything that is impor- 
tant. They leave quite a lot of room always for the exercise of judg- 
ment and for professional mili tary advice, based on experience. 

18 



But t h e r e  a r e  c e r t a i n  th ings  tha t  you c a n  do, and we have  to 
l e a r n  to do m o r e  of t h e m  and to do t h e m  b e t t e r .  

QUESTION:  In the f o r m u l a t i o n  of P r o g r a m  V o l u m e  VI, how does  
the D i r e c t o r  of D e f e n s e  for  R e s e a r c h  and E n g i n e e r i n g  p r o c e e d ?  Does  
he hold his  own s e p a r a t e  r e v i e w ,  o r  a jo in t  r e v i e w  wi th  you,  o r  w h a t ?  

MR.  HITCH: Of c o u r s e  in the c a s e  of P r o g r a m  P a c k a g e  VI, the  
S e c r e t a r y ' s  p r i n c i p a l  a d v i s e r  has  b e e n  the D i r e c t o r  of D e f e n s e ,  R e -  
s e a r c h  and E n g i n e e r i n g .  The  r e q u e s t  for  the p r o g r a m  s u b m i s s i o n s  in 
p r o g r a m  P a c k a g e  VI w e r e  r e v i e w e d  v e r y  l a r g e l y  by the Off ice  of the 
D i r e c t o r  of  D e f e n s e ,  R e s e a r c h  and E n g i n e e r i n g .  Th i s  p a c k a g e  c a m e  
t h r o u g h  m y  of f ice  f o r m a l l y ,  as  a l l  of t h e m  do, but I would  s a y  tha t  in  
th i s  c a s e  c l e a r l y  the m o s t  i m p o r t a n t  r e v i e w  of the p a c k a g e  was  m a d e  
by the D i r e c t o r  of D e f e n s e ,  R e s e a r c h  and E n g i n e e r i n g .  

QUESTION: y o u  r e f e r r e d ,  Mr .  Hi tch ,  to the fact  that  you have  
a jo in t  r e v i e w  of the budge t  wi th  the B u r e a u  of the Budge t .  In y o u r  
op in ion ,  is  th is  a good and d e s i r a b l e  p r o c e d u r e ,  o r  is  it one you would  
hope to s e e  d i s c o n t i n u e d  for  the p r e p a r a t i o n  of b e t t e r  D e f e n s e  b u d g e t s ?  

MR.  HITCH:  I r e a l l y  don ' t  know.  I have  not l ived  t h r o u g h  one of 
t h e s e  th ings  ye t .  I am going to o b s e r v e  it th is  y e a r  and p e r h a p s  m a k e  
up m y  m i n d  w h e t h e r  it  is  a good th ing  o r  a bad th ing .  I don ' t  e x p e c t  
that  it  m a k e s  a g r e a t  dea l  of d i f f e r e n c e  w h e t h e r  the r e v i e w  is done 
t o g e t h e r  o r  s e q u e n t i a l l y .  It does  s e e m  to m e ,  h o w e v e r ,  tha t  wi th  the 
i n t r o d u c t i o n  of the p r o g r a m i n g ,  it wi l l  for  the f i r s t  t ime  r e a l l y  b e -  
c o m e  f e a s i b l e  to do the two jobs s e q u e n t i a l l y  r a t h e r  than  s i m u l t a n e o u s l y ,  
b e c a u s e  the p r e p a r a t i o n  o f  the budge t ,  wi th  the p r o g r a m  d e c i s i o n s  a l -  
r e a d y  m a d e ,  shou ld  be m u c h  s i m p l e r ,  q u i c k e r ,  and the r e v i e w  e a s i e r  
than  it has  b e e n  in the pas t .  At l e a s t  th is  is  o u r  hope .  

QUESTION:  M r .  S e c r e t a r y ,  at  what  point  in the D e f e n s e  b u d g e t -  
ing p r o c e s s  did you m e a n i n g f u l l y  c r a n k  in the o u t s i d e  d e f e n s e  c a p a b i l i t y  
that  D e f e n s e  r e l i e s  on, o r  that  D e f e n s e  p r o g r a m s  wi l l  have  an i m p a c t  
on,  s u c h  as the  n a t i o n a l  t r a n s p o r t a t i o n  p i c t u r e ,  o r  the ex ten t  to wh ich  
the  m i l i t a r y  d e p a r t m e n t s  wi l l  r e l y  on the c i v i l i a n  e c o n o m y  for  s u r f a c e  

and a i r l i f t  ? 

MR.  HITCH:  I don ' t  know that  t h e r e  is  any  v e r y  p r e c i s e  a n s w e r  
to tha t  q u e s t i o n .  It s e e m s  to m e  to be e s s e n t i a l l y  a p r o b l e m  for the 
p l a n n i n g  r e q u i r e m e n t s  p h a s e  and the p r o g r a m i n g  p h a s e ,  r a t h e r  t han  
for  the budge t i ng  p h a s e .  As I s t a t e d ,  t h e s e  two p h a s e s ,  we e x p e c t  in 
the fu tu re  to be y e a r - r o u n d  a c t i v i t i e s ,  not  c o n c e n t r a t e d  at s o m e  
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particular point of time in the budget cycle. So I would hope that we 
would look at these things, not at our leisure, but as we have time 
and as any one of them becomes important in the course of the year,  
and adjust our future programs accordingly. When we come to the 
budget phase all we have to do is make some calculations. 

QUESTION:  M r .  Hi t ch ,  in the pas t ,  c o m p t r o l l e r s  have  b e e n  c r i t -  
i c i z e d  for  m a k i n g  p r o g r a m  d e c i s i o n s .  On the p r o g r a m  p a c k a g e s  it  is 
r e c o g n i z e d  tha t  S e c r e t a r y  M c N a m a r a  wi l l  m a k e  the d e c i s i o n s .  Wil l  
you c o m m e n t  on the r o l e  of the c o m p t r o l l e r  in p r e s e n t i n g  p o l i c y  i s s u e s  
to the S e c r e t a r y ?  

MR.  HITCH: Yes ,  I c an  c o m m e n t  on i t .  We did p r e p a r e  for  e a c h  
of the p a c k a g e s  a f ron t  s e c t i o n  which  a t t e m p t e d  to def ine  the i s s u e s  
for  d e c i s i o n  by the S e c r e t a r y .  Th i s  was  an e s s e n t i a l  th ing  for  us to do, 
at  l e a s t  th is  y e a r ,  b e c a u s e  t h e r e  w e r e  so m a n y  of t h e m ,  and u n l e s s  we 
s t r u c t u r e d  the p r o b l e m s  and the i s s u e s  for d e c i s i o n  I j u s t  don ' t  th ink  
he cou ld  e v e r  have  go t ten  t h r o u g h  t h e m .  

The business of defining issues, of course, is a tricky one, and 
there are all sorts of ways to define issues. I am sure that we didn't 
define them to the satisfaction of everybody concerned. We tried to 
do it in a neutral way, and we tried to give the pros and cons wher- 
ever we could see pros and cons on the issues. These were taken, 
wherever possible, from the service submissions. Sometimes the 
service submissions were inadequate for this purpose and we supplied 
them with whatever help we could get. 

I haven't had a great deal of feedback or cri t icism of our definition 
o f  the issues. I have been quite surprised that there has been so little 
cr i t icism and discussion of our formulation of the issues. There was 
plenty of opportunity for such cri t icism and discussion, because these 
summary  program packages were distributed by my office to all of 
the departments and all of the reviewing agencies. In fact, all of the 
reviewing agencies simply accepted our definition of the issues and 
gave their advice on those issues as defined. So) that, as far as I can 
see, this was not a very troublesome thing this year.  But I may be 
wrong, I may simply have not heard the cri t icisms that existed. 

QUESTION:  M r .  Hi tch ,  in o u r  e f fo r t s  to s h o r t e n  the r e s e a r c h  
and d e v e l o p m e n t ,  p r o d u c t i o n  and o p e r a t i o n a l  c y c l e  in the l a s t  few 
y e a r s ,  we have  c o n c e n t r a t e d  on d e v e l o p i n g  a c u r r e n t  a p p r o a c h  and 
have  c o n c e n t r a t e d  on t r y i n g  to get  e a r l y  d e c i s i o n s  to p r o c e e d  with 
new m a j o r  weapon  s y s t e m s .  A m a j o r  p r o b l e m  h e r e ,  h o w e v e r ,  has  
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been the fact that early in the cycle cost estimates are notoriously 
very bad just for the production of the weapon, much less its opera- 
t on. 

W o u l d  y o u  c o m m e n t  o n  the  e f f e c t  t h a t  t he  a p p l i c a t i o n  o f  t h e  s y s -  
t e m  y o u  h a v e  d e s c r i b e d ,  c o s t  e f f e c t i v e n e s s ,  i s  a n t i c i p a t e d  to h a v e  o n  
t h i s  p r o b l e m ,  e i t h e r ,  (a)  to d e l a y  the  d e c i s i o n s  on w e a p o n  s y s t e m s ,  
o r ,  (b) t he  r i s k  o f  s e l e c t i n g  the  w r o n g  w e a p o n  s y s t e m  ? 

M R .  H I T C H :  W e l l ,  I t h i n k  y o u  a r e  r a i s i n g  q u e s t i o n s  t h a t  p e r h a p s  
o u g h t  to  be  t h e  s u b j e c t  o f  s e v e r a l  a d d i t i o n a l  d a y s  o f  d i s c u s s i o n .  I 
d o n ' t  t h i n k  I c a n  d i s p o s e  o f  t h e m  v e r y  s a t i s f a c t o r i l y  t h i s  m o r n i n g .  
T h e  w h o l e  q u e s t i o n  o f  c o n c u r r e n c y  i s ,  a s  y o u  k n o w ,  a h i g h l y  c o n t r o -  
v e r s i a l  o n e .  T h e r e  a r e  s t r o n g  a d v o c a t e s  o f  c o n c u r r e n c y ,  a n d  t h e r e  
a r e  t h o s e  w h o  b e l i e v e  t h a t  i t s  g a i n s  a r e  l a r g e l y  i l l u s o r y .  I d o n ' t  s e e  
t h a t  t he  p r o g r a m i n g  a c t i v i t y  a s  s u c h  s h o u l d  h a v e  too  m u c h  to do w i t h  
t he  r a n g e  o f  q u e s t i o n s  t h a t  y o u  h a v e  m e n t i o n e d ,  e x c e p t  t h a t  t h e r e  n o w  
w i l l  be  a d e f i n i t e  p r o g r a m ,  a DOD a p p r o v e d  p r o g r a m .  T h e r e  w i l l  be  
d e f i n i t e  p r o c e d u r e s  f o r  r e q u e s t i n g  c h a n g e s ,  f o r  i n i t i a t i n g  c h a n g e s  in  
t h a t  p r o g r a m ,  d e f i n i t e  p r o c e d u r e s  f o r  i n i t i a t i n g  n e w  p r o g r a m s .  

I a m  h o p e f u l ,  e s p e c i a l l y  i f  we m a k e  t h e  p r o g r a m i n g  a y e a r - r o u n d  
a c t i v i t y ,  a s  we  w a n t  to  do,  i n s t e a d  of  t r y i n g  to c o n c e n t r a t e  a l l  o f  t h e  
p r o g r a m  d e c i s i o n s  i n t o  t h e  s a m e  p e r i o d  a s  t h e  b u d g e t  d e c i s i o n s ,  t h a t  
t h i s  w i l l  e x p e d i t e  t he  g e t t i n g  o f  g o o d  d e c i s i o n s - - I  m e a n  b o t h  g e t  t h e m  
f a s t e r  a n d  g e t  t h e m  b e t t e r .  W h e t h e r  t h i s  w i l l  m e a n  m o r e  o r  l e s s  
c o n c u r r e n c y  I t h i n k  I ' d  r a t h e r  no t  a t t e m p t  to a r g u e  a t  t h i s  t i m e .  

Q U E S T I O N :  I m a y  be  e m b a r r a s s e d  to  f i nd  t h a t  m y  m i l i t a r y  c l a s s -  
m a t e s  k n o w  t h e  a n s w e r  to  t h i s  a l r e a d y .  I w i l l  r i s k  t h e  q u e s t i o n ,  h o w -  
e v e r .  C a n  y o u  i d e n t i f y  f o r  u s  s o m e  o f  t h e  a r e a s  o f  m a j o r  d i s a p p o i n t -  
m e n t  o n  t he  p a r t  o f  t he  s e r v i c e s  t h i s  y e a r  a f t e r  t h e  r e v i e w  in  OSD 
o f  t h e  p r o g r a m s 2  

M R .  H I T C H :  N o ,  I d o n ' t  t h i n k  I a m  t h e  p e r s o n  to  a n s w e r  t h a t  
q u e s t i o n .  I a m  s u r e  t h a t  o t h e r s  k n o w  m u c h  b e t t e r  t h a n  I t h e  a r e a s  o f  
d i s a p p o i n t m e n t .  

Q U E S T I O N :  T i e d  in  i n t i m a t e l y  w i t h  e a c h  o f  t h e s e  p r o g r a m  p a c k -  
a g e s  a r e  t r a i n e d  p e r s o n n e l .  It  a p p e a r s  to  m e  t h a t ,  if  p r o g r a m  p a c k -  
a g e s  a r e  a c c e l e r a t e d  o r  c u t  o u t  o r  s t a r t e d ,  the  p e r s o n n e l  i m p a c t  o n  
the  v a r i o u s  s e r v i c e s  w o u l d  be t e r r i f i c .  O n e  o f  t h e  b ig  p r o b l e m s  in 
t he  s e r v i c e s  i s  h a v i n g  a s t a b l e  p e r s o n n e l  c e i l i n g  fo r  t he  s a k e  o f  t he  
m e n  t h e m s e l v e s .  H a s  a n y  t h o u g h t  b e e n  g i v e n  to t he  s t a b i l i t y  o f  t he  
p e o p l e  in  t h e  p r o g r a m s  u n d e r  c o n s i d e r a t i o n ?  
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MR. HITCH: As I think I mentioned, this is one of the areas 
where you have to have a management that is not too closely related 
to the programs, as we are using the term, "program." You have 
to have, as you just intimated, a more or less stable personnel policy. 
You have to manage your personnel program as a whole and not in re-  
lation to program elements. You have to have a continuing training 
program that has a certain amount of stability in it, and not increase 
it by a factor of four and cut it to zero whenever you change programs. 

So we have a requirement here for managing personnel that is in 
some ways apparently, at least, at cross-purposes with the program 
approach. I am sure that there is some problem here of reconciling 
these two approaches, and one that we haven't fully worked out. On 
the other hand, we are just going to have to make appropriate changes 
in personnel ceilings as the programs change. If we change the num- 
ber of divisions in the Army, if we change the number of wings in the 
Strategic Air Command, if we increase the number of tactical air 
squadrons, these are going to require changes in one direction or 
another of personnel. There are various things that you can do to 
soften these blows, to limit the amount of change that you have in any 
particular year, to make it possible to absorb these changes, but we 
do have eventually to adjust the personnel to what is required by the 
programs, even though we manage them in different terms.  

QUESTION: Mr. Hitch, a great deal of our money each year is 
spent on common items of support--aeronautical spares, and elec- 
tronics--and as a result of Project i00, which was a study of the 
single-manager function, the decision was made to create the De- 
fense Supply Agency. It is my understanding that eventually the 
agency plans to compute the requirements for the services and to 
budget for the requirements. All of these studies have been centered 
around gross computations tied programs. I wonder if you care to 
comment, with the idea of the Defense Supply Agency in mind, on how 
difficult this makes the problem of budgeting on a weapons system 
concept. 

MR. HITCH: I am not quite sure that your understanding of the 
functions of the Defense Supply Agency is correct.  I have not been 
too closely associated with the planning of DSA. This is Secretary 
Morris 's  primary responsibility. My understanding is that the re-  
quirements will continue to be submitted by the services and not by 
the DSA, that the DSA will simply procure the services '  require- 
ments. If this is correct,  the requirements would be submitted by 
the services and reviewed in our program review and/or budget re-  
view° much as they are now. 
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I t h ink ,  a g a i n ,  t h a t  we c o u l d  h a n d l e  t h i s  e i t h e r  w a y  as  f a r  as  t he  
p r o g r a m i n g  a n d  b u d g e t i n g  a r e  c o n c e r n e d .  We h a v e  not  y e t  d e c i d e d  
p r e c i s e l y - - a t  l e a s t  we h a d  not  the  l a s t  t i m e  I c h e c k e d ,  a l i t t l e  o v e r  
a w e e k  a g o - - h o w  the  DSA is to be f u n d e d .  I t h ink  the  a n s w e r  is  t h a t  
i t  w i l l  be a s t o c k  fund and  tha t  it w i l l  be r e i m b u r s e d  by  the  s e r v i c e s  
a s  a n y  s t o c k  fund  is fo r  w h a t  t h e y  o b t a i n  f r o m  the DSA. It w i l l  be a 
w h o l e s a l e  s t o c k  fund .  

T h i s  m e a n s  tha t  the  r e q u i r e m e n t s  r e v i e w  wi l l  be a r e v i e w  of  the  
s e r v i c e  r e q u i r e m e n t s .  It m a y  be t h a t  t he  DSA wi l l  be one  of  the  r e -  
v i e w i n g  a g e n c i e s  fo r  r e v i e w i n g  the  s e r v i c e  r e q u i r e m e n t s ,  but  t h i s  
is  s o m e t h i n g  t h a t  we wi l l  h a v e  to w o r k  ou t  as  the  DSA d e v e l o p s .  

Q U E S T I O N :  M r .  H i t c h ,  you  u s e d  f o r  d i s c u s s i o n  p u r p o s e s  the  
n u c l e a r  p r o p u l s i o n  o f  s u r f a c e  s h i p s .  R e c e n t l y  the  N a v y  m a d e  a s t u d y  
on  the  c o s t  a f f e c t i n g  t h i s  a s p e c t  of  the  n u c l e a r  p r o p u l s i o n  of  s u r f a c e  
s h i p s  w h i c h  c o m e s  to one  g e n e r a l  s e t  of  c o n c l u s i o n s .  C o n g r e s s ,  on  
the  o t h e r  h a n d ,  m o r e  o r  l e s s  h i s t o r i c a l l y ,  s i n c e  A d m i r a l  R i c k o v e r  
e n t e r e d  the  p i c t u r e ,  h a s  s t r o n g l y  f a v o r e d  a c o n t i n u a l  c h a n g e o v e r  to 
n u c l e a r  p r o p u l s i o n ,  and  in the  p a s t  the  S e c r e t a r y  of D e f e n s e  h a s  b e e n  
s o m e w h e r e  in  b e t w e e n .  

I'd like to find out how the program package arrangement will 
reconcile, if it will, the differences between the professionals, as 
exemplified by the Navy, perhaps, and Congress in this very expen- 
sive program. 

M R .  HITCH:  Y e s ,  s i r ,  I ' m  v e r y  i n t e r e s t e d ,  too .  Al l  I c a n  s a y  
is  t h a t  the  S e c r e t a r y  h a s  m a d e  his  d e c i s i o n  h e r e  a n d  it  c o r r e s p o n d s ,  
I t h i n k ,  v e r y  c l o s e l y  to  the  c o n c l u s i o n s  of  t he  N a v y .  Wha t  h is  s u c c e s s  
w i l l  be  in  p r e s e n t i n g  t h i s  p r o g r a m  and  s e l l i n g  it  to t he  C o n g r e s s ,  I 
d o n ' t  know,  but  I t h i n k  he wi l l  do a s  good  a job  as  a n y o n e  c o u l d  do.  

We a r e  g o i n g  to h a v e  to,  I a m  s u r e ,  f r o m  t i m e  to t i m e ,  r e c o g n i z e  
t h a t  we a r e  not  g o i n g  to s e l l  the  C o n g r e s s  on p r o g r a m s  t ha t ,  a t  the  
S e c r e t a r y  o f  D e f e n s e  l e v e l  o r  e v e n  the  P r e s i d e n t i a l  l e v e l ,  we a p p r o v e  
a n d  r e c o m m e n d  in  o u r  b u d g e t  s u b m i s s i o n s .  W h e n  t h i s  h a p p e n s ,  we 
a r e  g o i n g  to h a v e  to a d j u s t  the  p r o g r a m s  a c c o r d i n g l y  to m e e t  C o n g r e s -  
s i o n a l  w i s h e s .  

C A P T A I N  M U R R A Y :  M r .  S e c r e t a r y ,  we a p p r e c i a t e  v e r y  m u c h  
the  f a c t  t h a t  y o u  h a v e  t a k e n  t i m e  f r o m  a v e r y  b u s y  s c h e d u l e  to c o m e  
o v e r  and  d i s c u s s  o u r  m u t u a l  p r o b l e m s  in s u c h  a s t r a i g h t f o r w a r d  a n d  
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frank manner. We hope that the returns you get next year when 
these boys go back to their added responsibilities will reward you 
in some way. On behalf of all hands, thank you very much. 

(22 Dec 1961--5,600)feb:ekh 
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