
MR. MORRIS:  ,*~gam, t h e r e  is no ne t t ing  o,at of c o s t s  in tha t  exam.pie .  

What  th is  e x a m p l e  was  in t ended  to i n d i c a t e  was  a m o r e  r e a l i s t i c  s t a t e -  

me.hi of g r o s s  r e q u i r e r ~ e n t s  for  .nnobtlization p u r p o s e s ,  m o r e h i ~ h l y  a n a l y -  

zed and i n d i v i d u a l i z e d  r e q u i e e m e n t s  c o m p u t a t i o n s .  The  [20 -day  f a c t o r  

was an arbitrary blanket factor applied to all items rega~dlese of charac- 

teristics, s i z e ,  t r a n s p o r t a b i l i t y ,  e t c . ,  and b a s e d  upon e x p e r i e n c e  it was  

pr 'e t ty  otd.  

The Army found that by taking 500 items that account for about 75,'~ 

of its major procurement buy, that it could set a pipeline time for each 

based on its own characteristics. They did assume the use of air trans- 

port where the item lent itself readily to that. We're assuming that the 

increased lift capability that was coming into being would make possible 

the reality of that assumption.; aetuatly, then, reducing only a gross re- 

quirement which had never been satisfied and never would have been fu!.!y 

satisfied to a more realistic buy requirement level. 

QUESTION: A few y e a r s  back the  m [ I i t a r y  services w e r e  a c c u s e d  of 

- and not  wi thout  r e a s o n  - u n d e r e s t i m a t i n g  p r o g r a m  c o s t s .  Al though  s t eps  

h a v e  b e e n  t a k e n  to i m p r o v e  c o s t - e s t i m a t i n g  p r o c e d u r e s  a new p r o b l e m  ap-  

p e a r s  to be developing in the five-year force structure plans and programs, 

and that is, underestimating programs. Could you give us an insight as 

to why OSD does not permit the procurement program to remain relalivety 

level throughout the next five years, especially in light of the high R&D ex- 

penditures ? 
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