
When we s a w  the  r e s u l t s  we  w a n t e d  to be  s u r e  tha t  we  u n d e r s t o o d  

what  had h a p p e n e d  h e r e  and we a s k e d  the  p r o d u c e r  if  he  would  w o r k  wi th  

us to a n a l y z e  how it was  p o s s i b l e  for  h i m  to w r i t e  t ha t  p r i c e  f r o m  $ 2 , 2 0 0  

to $843. He  was  happy  to do th i s ,  and w o r k i n g  t o g e t h e r  we d i s c o v e r e d  

that  about  ha l f  of the  p r i c e  r e d u c t i o n  was  due to n o r m a l  l e a r n i n g - c u r v e  

e x p e r i e n c e .  P r e s u m a b l y  he  would  h a v e  been  ab le  to r e d u c e  t h e  c o s t  to 

the  g o v e r n m e n t  to the  extent  of about  ha l f  of  th i s  net  d i f f e r e n c e .  

H o w e v e r ,  he  a d m i t t e d  t he  r e m a i n i n g  ha l f  was  due  to ju s t  s h a r p e r  p ]an-  

ning; the  f o r e c a s t i n g  of c o s t s ;  b e t t e r  p r o c u r e m e n t  and s u b c o n t r a c t i n g  

m e t h o d s  i n d u c e d  u n d e r  the  p r e s s u r e  of c o m p e t i t i o n .  So, he  and we a g r e e d  

t h a t  c o m p e t i t i o n  saved the  g o v e r n m e n t  qu i te  a bit of m o n e y  in th i s  p a r t c i u -  

l a r  c a s e .  T h e  next  i t e m ,  p l e a s e .  

T h e  s e c o n d  way  in which  w e ' r e  t r y i n g  to a s s u r e  p r o c u r e m e n t  at the  

l o w e s t  sound  cos t ,  and e s p e c i a l l y  in the  g r e a t  f ie ld  of d e v e l o p m e n t  con-  

t r a c t i n g ,  is  by d e p a r t i n g  f r o m  t h e  u se  of the  v a r i o u s  l o o s e ,  o p e n - e n d e d  

c o s t - p l u s - f i x e d - f e e  a r r a n g e m e n t s .  As y o u ' l l  s e e ,  s t a r t i n g  back  in !955 

th i s  c u r v e  began  to c l i m b  v e r y  s t e e p l y  as  we did m o r e  and m o r e  r e s e a r c h  

and d e v e l o p m e n t  c o n t r a c t i n g .  B e t w e e n  1955 and 196l we a l m o s t  doub led  

t h e  d o l l a r s  p l a c e d  u n d e r  t h e s e  c o n t r a c t u a l  f o r m s ,  going f r o m  s o m e  19% 

up to 38% of a l l  c o n t r a c t s  a w a r d e d  on a d o l l a r  b a s t s .  

S e c r e t a r y  M c N a m a r a  d i r e c t e d  tha t  we  se t  goa l s  to s h a r p l y  r e d u c e  th i s  

f o r m  of c o n t r a c t i n g .  T h i s  goal  was  to c o m e  down to a l eve l  of t2 .3% by 

the  end of 1965. T h e  r e s u l t s  have  been  p e r h a p s  t he  m o s t  d r a ~ a t i c  and 
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