
s p e c t a c u l a r  of any  p h a s e  of o u r  e f fo r t s  to i m p r o v e  l o g i s t i c s  m a n a g e m e n t .  

By the  end of '63 we w e r e  down to 20 .7%.  T h r o u g h  the  f i r s t  f ive  m o n t h s  

of th is  f i s c a l  y e a r  - as of l a s t  D e c e m b e r ,  in o t h e r  w o r d s  - w e ' r e  down to 

o u r  l o n g - t e r m  goal  of 12%. W h e t h e r  w e ' l l  be ab le  to ho ld  tha t  l e v e l  w e ' r e  

not  c e r t a i n  at th i s  poin t ,  but the ou t look  is v e r y  e n c o u r a g i n g .  

The  s i g n i f i c a n c e  h e r e  is tha t  o u r  be s t  e v i d e n c e  i n d i c a t e s  tha t  fo r  e v e r y  

d o l l a r  we shi f t  out of  a c o s t - p l u s  a r r a n g e m e n t  into a f i x e d - p r i c e  o r  a p r i c e  

i n c e n t i v e  we  s a v e  about  10¢ in t e r m s  of avo id ing  cos t  o v e r - r u n s .  Th i s  

m e a n s  tha t  t h r o u g h  1963 when  we had  sh i f t ed  o v e r  $4 b i l l i on  out of c o s t -  

p lus  a r r a n g e m e n t s ,  we  had  s a v e d  a p p r o x i m a t e l y  $400 m i l l i o n  in p c o s p e c -  

t i r e  cos t  o v e r - r u n s .  T h e  u l t t n a t e  goa l  h e r e  is a shi f t  of about  $ 6 . 8  b i l -  

l ion wi th  po t en t i a l  s a v i n g s  of a r o u n d  $680 m i l l i o n .  

I ,e t  m e  t a k e  one  i l l u s t r a t i o n  ju s t  to i l l u s t r a t e  t he  s i g n i f i c a n c e  of t h i s .  

The  next  s l i d e ,  p l e a s e .  P e r h a p s  you c a n ' t  r e a d  th i s  in de ta i l ,  but i t ' s  t he  

c o n t r a c t u a l  a r r a n g e m e n t  tha t  has  been  d e v e l o p e d  with the  h~ar t in  C o m p a n y ,  

on the  T i t a n  III B o o s t e r  P r o g r a m  on w h i c h  t h e y  h a v e  a p r i m e  s y s t e m  con -  

t r a c t .  Th i s  i s  an i n c e n t i v e  a r r a n g e m e n t  u n d e r  wh ich  a t a r g e t  f ee  h a s  b e e n  

n e g o t i a t e d  b a s e d  upon p e r f o r m a n c e  f a c t o r s ,  t i m e  and d e l i v e r y  f a c t o r s ,  and 

cos t  f a c t o r s .  T h e  t a r g e t  p e r c e n t a g e ,  if e v e r y t h i n g  w e r e  n o r m a l ,  would  be 

7~0. And u n d e r  t he  va lue  of th is  c o n t r a c t  would  r e t u r n  to the  c o n t r a c t o r  

about  320 m i l l i o n  p r o f i t s .  

H o w e v e r ,  if t h e i r  f a i l u r e s  in r e s p e c t  to m e e t i n g  t h e s e  v a r i o u s  c r i t e r i a  

fo r  p e r f o r m a a c e  t i m e  and cos t  o c c u r ,  the  c o n t r a c t o r  could  e a r n  as l i t t l e  
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