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9 Boom SD-106, Dirksen Senate Office Building, the Hon. ;cnu 

10 Tc~er [chairman} presiding. 
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1 of var. I think that is basically a quite cruel and totally 

2 unrealistic approach. 

3 So I think that what ve have asked for are realistic 

4 sums. Part of vhr ve are doing it is because it is an 

element of deterrence and part of vhy we are doing it is 

because it is essential to acquire some of these additional 

7 

a 

9 

capabilities that the money requested voulj bring. 

Senator Cohen: ~r. Secretary, are you familiar v&nne~ "'). 
writings of ~r. Franklin Spinny, Chuck Spinny? 

10 Secretary Weinberger: Oh, yes. 

11 Senator Cohen, I am at least advised that there was a 
. 

12 brief inc; that was given to· the. Pen ta gon concerning the 

13 management initiatives that have not brought cost overruns 

14 under control. That report has been classified and I was 

15 ■ ondering if rou voulj be willing to submit that to the 

16 ~embers of the committee so that they might have an 

17 opportunity to review it? 

18 S@cretarr Weinberger: Well, ~r. Spinny to vhom you refer 

19 is one of the analysts in a larqe office in the- Department 

20 and basically his thesis is to project in the future a number 

21 of trends vhich he has found in exaaining the cost of various 

22 weapons systems. The projection to the future is made 

23 without taking into co~sideration any of the nev facts that 

24 are involv~d vith respect to the nev mana~ement initiatives, 

25 the examination of the weapons systems that have since we put 
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1 those new manag ■ ent systems in effect, the effect that they 

2 haTe had on reductions of total cost and without taking into 

3 effect a number of considerations. Th~ raw projection of 

4 future costs base1 up~n a serie~ of past events when those 

5 events don•t include the new facts cannot be very helpful. 

6 Senator Cohen: Well, as I understand, the CBO filed a 

7 !ay report and th~y said that the gains that have been made 

8 have been undercut by progra• fflanagers of the Trident 

9 submarine, the SSK 688, the TO~AHAWK, the AVBB anrt 11 other 

10 defense systems. So it seemed that !r. Spinny is not alone 

11 in looking at the nature of vhat is occurring in terms of the 

12 continu~d c~st grovth. 

13 !form Augustine vho osed to serve in the Department 

14 itself, I recall he has written a book called •Augustine•s 

15 Laws" in vhich he projects out also that if we continue to 

1e spend the kind of moner and haYe the kind of overruns that ve 

17 are experiencing, it vill cost $1 trillion by the year 2054 

18 to buy one tactical aircraft. 

19 Secretary Yeinberger: That exactly reflects the danger 

20 of just using a naked projection without anr intervening 
..... .. .. 4 -. 

21 control factors that have already been applied and are being 

22 applied. 

23 Senator Cohen: Let me look at the control factors, let•s 

24 say, of the TO~AHAWK cruise missile. I notice in the report, 

25 for example, you say the IOC is on time. Isn•t it a fact 
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1 more than Lebanon. That is an extraordinarily important part 

2 of the President's whole foreign program, foreign policy and 

3 strategic policy, to_ get Lebanon cleared of foreign forces 

4 ~ith the capability of defending themselves. The sooner that 

5 can be done, the better. 

6 There ~ere a lot ~f people vho felt the PLO would never 

7 be gotten out of Beirut and that there vould be a massacre if 

8 they did not leave and that ve could not do any good vith the 

9 1200 reinforced ~arine a~phibious units and so on. Well, 

10 within a very fev days, less than a · month, really, that 

11 situation vas cleared. This has taken longer. It is a bigger 

12 problem, a more difficult problem, but it is a problem which 

13 is directed toward a situation vhich can mean the removal of 

14 the multinational force, including the ~arines. Obviously, 

15 all of our effo~ts and all of our hopes are directed to 

16 ac=omplishing that just as soon as possible. 

17 Senator Quayle; !y time is up, ~r. Chairman. 

18 . Senator Tower: Senator Hart. 

19 Senator Hart (Colorado): ~r. Secretary and Genfa1, much ) 

20 of the attention of the hearing has been fccused on the 

21 impact of the 1984 fiscal authorization. I vould like to 

22 look farther out, three to five years from nov, because I 

23 believe that is where the serious implications of this budget 

24 lie. 

25 
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1 I think there are three areas where those considerations 

2 vill come to roost. One is a serious pinch brought on by 

3 grovth in the vide range of so-called big ticket items we are 

4 buying this year. 

5 What ve are have here are large doses of budget authority 

6 with small outlaJs. We all knov the cost of the systems will 

7 not occur in fiscal 19~4. TheJ vill occur three to five 

8 rears from now. But that is when the deficits vill be the 

9 highest. 

10 It seems to me that we are in the verJ serious danger of 

11 substantially underestimating the procurement costs of these 

12 weapons systems v~ are ordering this year. 

13 I want Jour response to that. I particularly want to 

14 kn~v a little more cl~arlJ rour response to I think it was 

15 Senator Cohen"s question this morning about whether you will 

1e ■ ake available !r. Spinney"s studJ of cost grovth and on this 

17 procurement pinch a?ailable to this committee. 

18 Secretary ~einberger, le are aware of the procurement 

19 problems and the fact there have been overruns in the past. 

20 I do not kno v that Jou vere here a 11 morning, Senator, but· 

21 the fact is we have institute1 and be~un a number of 

22 ■ anagement initiatives and other procedures designed to 

23 re1uce and ve hope eliminate cost overruns. You will never 

24 be able to reduce inflation no matter how lov we qet it, but 

25 ve can do a lot of things about not changing designs several 
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1 times in the middle of a procurement proQram and managing 

2 more closely, getting better contracts to start with, putting 

3 a lot of the burd~n for increases on the contractors and 

4 things of that kind, which ve think can reduce very 

5 substantially some of the factors that have led to overruns 

~ in the past. 

7 Another thing that has led to overruns is the start and 

8 stop financing vhere you vill start vith an economic rate of 

9 production plan and, because tinancinQ is turned off the 

10 second or third year, the unit rate of production then goes 

11 up very drastically and you have to either ~et fe.er or pay 

12 very much more for the total. That is another of the factors 

13 that has caused a lot of the increases in the past. 

14 We have tried to budget honestly and put in the amount we 

15 think vill be actually required, manage very closely and st~7 

16 to it. That requires a steady application of the funds 

17 provided over a five or six year period, or whatever the 

18 procurement for that specific item would be 

19 Senator Hart (Colorado): !r. Secretary, will you make 

20 available to the =ommittee the studies vhich indicate that 

21 you have seriously underestimated the cost of these veapons 

22 systems? 

23 Secretary Weinberger, There are not studies of that 

24 kind, Senator. There are studies, and you are welcome to 

25 them, that project on the tasis of past mistakes, that we are 
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going to make all those same mistakes in the future. You are 

2 welcome to those studies, but ther are not studies that show 

3 ve vill oTerrun in the future. They are studies that show 

4 that if rou do not change the practices, as we have done, rou 

5 run the risk of that. 

6 They are also studies that show that if Congress 

7 changes the financing pattern and frustrates the ability to 

8 get the savings from ■ ulti-rear procurement or regular 

9 steadr applications of resour=es that rou will indeed have 

10 overruns. 

11 Senator Hart (Colorado): ~r. Secretary, I think we all 

12 agree here, vith the exception of rou, that the projected 

13 costs of this defense buildup are not going to be afforded 

14 in the tima ve are talking here; so, in effect, that 

15 decision has already been made. I think in reality we are 

16 both missing here the fact that almost to a person people 

are saying given the projected deficits and the need for a 

mor~ stable econoay and the need for a more stable fiscal 

and monetarr mix, that rou will not be able to afford these 

srstems that rou haYe vith the small outlays in '84. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

It seems to me rou are answering your own question 

here. Congress is telling rou or it seems to me we are 

beginning to tell you that ve will not be able to afford 

these weapons systems, so the fact rou sar the error we 

should not make, we ace going to make. 

ALDl!:RSON REPORTING COMPANY, INC, 

400 VIRGINIA '-VF . S.'.'.', 'N/1.'SH!N,":TOtl. 0 .C. 20024 (202) SS.·2345 



Secretary WeinberQer; Well, I am still counseling you 

2 sh~uld not m~ke it, Senstor, snd trying to give you the 

3 encouragement that the internal practices of the Department 

4 have changed materially. Apd if there is a steady 

5 application of the resources, if there is steady support in 

6 the way of authorization and outlays, you cannot only 

7 i ■ prove the economy substantially but you C3n also prevent a 

8 lot of the sudden surges of costs that come from reducing 

9 the actual rate of reduction. 

10 Senator Hart (Colorado)1 ~r. Secretary, I want to take 

11 strong exception, and vith all due respect, I think it is a 

12 phony argument t.o use a defense budget as an economic 

13 stimulant. I think almost everybody agrees you could use 

1~ the same d~llars in repairing the deteriorsting public 

15 facilities of this country and put people back to vork. 

16 S~cretary Weinber~er1 When JOU were not here, Senator, 

17 I put several cautions in, that I do not think you should 

18 spend one nickle to stimulate the economy from defense. I 

19 think that would lead you to dangerous results if you 

20 assumed tha~ jefense spending is bad for the economy. It 

21 clearly is not. It does not r~duce the deficit dollar for 

22 dollar by any means to reduce spending in states where there 

23 is high unemployment now. 

2~ You are not accomplishing an improvement in the 

25 economy, but I agree with Jou totally you should not spend a 
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1 nickle of defense money to stimulate the economy, and we are 

2 not doing that. 

3 Senator Hart (Colorado): I understan:! the answer to my 

4 question that that study vill be made available to the 

5 com ■ i tt ee. I look forward to seeing that. ( : ---

6 

7 

I look forward, in addition, to seeing the study on the 

readiness problem. Over the period of time ve are 

a discussing here, 1981 through 1987, procurement percentages 

9 of the defense budget go from 39 percent at the same time 

10 operations and aaintenance go from 33 to 25 percent. While 

11 ve are buying more complex and more difficult ta maintain 

12 an1 op~rat~ systems, ve are cutting them out of money to 

13 operate. 

14 Secretary Weinberger, No, sir. You are not cutting 

15 them out to operate. Iou are right about the percentage, 

1e but you a r~ vronq a bout the aoney. The budgets go up, and 

17 the percentage does drop because you do acquire a great deal 

18 of needed spare parts, and you start building the ammunition 

19 reserve. You do not need a higher percentage. But you are 

~ qu~te right. We should not cut that. 

21 Senat~r Hart (Colorado), The third is a retention 

22 problem. Beyond procurement readiness I think the promise 

23 to the tro~ps that ve vill keep faith vith them in fiscal 

24 1985, based on those I have had some contact vith at Fort 

25 Carson and other places, they are not taking too kindly to 
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of var. I think that is basically a quite cruel and totally 

2 unrealistic approach. 

3 So I think that what ve have asked for are realistic 

4 sums. Part of vhr we are doing it is because it is an 

7 

8 

9 

element of deterrence and part of vhy ve are doing it is 

because it is essential to acquire some of these additional 

capabilities that the money requested voulj bring. 

S t Ch • S t f ·1· ch~ - "1 ena or o en: ,.r. ecre ary, are you ami iar vit tne .• 

writings of ~r. Franklin Spinnr, Chuck Spinny? 

10 Secretary Weinberger: Oh, yes. 

11 Senator Cohen~ I am at least advised that there was a 

12 briefin9 that was given to ·the_ Pentagon concerning the 

13 management initiatives that have not brought cost overruns 

14 under control. That report has been classified and I was 

15 ~ondering if you voulj be villing to subsit that to the 

16 ~e~bers of the committee so that they might have an 

17 opportunity to reviev it? 

1a Secretary Weinberger, Well, ~r. Spinny to whom you refer 

19 is one of the analysts in a lar~e office in the- Department 

20 and basically his thesis is to project in the futur~ a number 

21 of trends vhich he has found in exa■ ining the cost of various 

22 weapons systems. The projection to the future is made 

23 without taking into co~sideration any of the nev facts that 

24 are involv2d vith respect to the nev mana~ement initiatives, 

25 the examination of the veapons systems that have since we put 
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those new managaent systems in effect, the effect that they 

haYe had on reductions of total cost and without taking into 

effect a number of considerations. The raw projection of 

future costs base1 upvn a serie~ of past events vhen those 

events don•t include the nev facts cannot be very helpful. 

Senator Cohen: ijell, as I understand, the CBO filed a 

7 !ay report and th~y said that the gains that have been made 

8 have been undercut by program fflanagers of the Trident 

9 submarine, the SSK 688, the TO~AHAWK, the AVBB anrt 11 other 

10 defense systems. So it seemed that ~r. Spinny is not alone 

11 in looking at the nature of vhat is occurring in terms of the 

12 continue-d c~st growth. 

13 Norm Augustine vho used to serve in the Department 

14 itself, I recall he has written a book called •Augustine's 

15 Laws" in which he , projects out also that if ve continue to 

1e spend the kind of money and haTe the kind of overruns that ve 

17 are experiencing, it vill cost $1 trillion by the year 2054 

1e to buy one tactical aircraft. 

19 Secretary Yeinberger: That exactly reflects the danger 

20 of just using a naked projection without anr intervening 
... ~ . • • y 

21 control factors that have already been applied and are being 

22 applied. 

23 Senator Cohen; let me look at the control factors, let's 

24 say, of the TO~AHAWK cruise missile. I notice in the report, 

25 for example, you say the IOC is on time. Isn•t it a fact 
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1 ■ ore than Lebanon. That is an extraordinarily important part 

2 of the President's whole foreign program, foreiqn policy and 

3 strategic policy, to_ get lebanon cleared of foreign forces 

4 ~ith the capability of defending themselves. The sooner that 

~ can be done, the better. 

6 There ~ere a lot ~f people vho felt the PLO would never 

7 be gotten out of Beirut an~ that there vould be a massacre if 

8 they did not leave and that ve could not do any good with the 

9 1200 reinforced K~rine aMphibious units and so on. Well, 

10 within a very few days, less than a month, really, that 

11 situation vas clesred. This has taken longer. It is a bigger 

12 problem, a more difficult problem, but it is a problem which 

13 is directed toward a situation vhich can aean the removal of 

14 the multinational force, including the ~arines. Obviously, 

15 all of our effo~ts and all of our hopes are directed to 

16 ac=omplishing that just as soon as possible. 

17 Senator Quayle; !y time is up, ~r. Chairman. 

18 • Senator Tower: Senator Hart. 

j 

19 Senator Hart (Colorado): ~r. Secretary and Genf-a1, much J 
20 of the att~ntion of the hearing has been fccused on the 

21 impact of the 1984 fiscal authorization. I would like to 

22 look farth~r out, three to five years from nov, because I 

23 believe that is where the serious implications of this budget 

24 lie. 

25 
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1 I think there are three areas where those considerations 

2 will come to roost. One is a serious pinch brought on by 

3 growth in the wide range of so-called big ticket items we are 

4 buying this year. 

5 What we are haYe here are large doses of budget authority 

6 vith small outlays. We all knov the cost of the systems will 

7 not occur in fiscal 19~4. They vill occur three to five 

8 years from now. But that is when the deficits vill be the 

9 highest. 

10 It seems to me that we are in the very serious danger of 

11 substantially underestimating the procurement costs of these 

12 weapons systems v~ are ordering this year. 

13 I want your response to that. I particularly vant to 

14 kn~w a little more cl~arly your response to I think it was 

15 Senator Cohen"s question this morning about whether you will 

16 ■ ake available !r. Spinney"s study of cost growth and on this 

17 procurement pinch a?ailable to this committee. 

18 Secretary Weinberger, le are aware of the procurement 

19 prnblems and the fact there have been overruns in the past. 

20 I do not know that you vere here a 11 morning, Senator, but· 

21 the fact is we h3Ye institute1 and be~un a number of 

22 ■ anagement initiatives and other procedures designed to 

23 re1uce and we hope eliminate cost overruns. You will never 

24 be able to reduce inflation no matter hov low we qet it, but 

25 ve can do a lot of things about not changing designs several 

ALDERSON REPORTING COMPANY, INC, 

400 VIRGINIA AVE .. S.W .. WASHINGTON, O.C. 20024 (202) 564·2345 



I 

I 

146 

times in the middle of a procurement program and managing 

2 

3 

4 

more closely, getting better contracts to start with, putting 

a lot of the burden. for increases on the contractors and 

things of that kind, which ve think can reduce very 

substantially some of the factors that have led to overruns 

6 in the past. 

7 Another thing that has led to overruns is the start and 

e stop financing vhere you vill start vith an economic rate of 

9 production plan and, because financing is turned off the 

10 second or third rear, the unit rate of production then goes 

11 up very drastically and you have to either ~et fe.er or pay 

12 very much more for the total. That is another of the factors 

13 that has caused a lot of the increases in the past. 

14 •e have tried to budget honestly and put in the amount we 

15 think vill be actually required, manage very closely and st~7 

15 to it. That requires a steady application of the funds 

17 provided over a five or six year period, or whatever the 

1e procurement for that specific itea would be 

19 Senator Hart (Colorado): !r. Secretary, will you make 

20 available to the =omaittee the studies which indicate that 

21 you have seriously underestimated the cost of these weapons 

22 systems? 

23 Secretary Weinberger, There are not studies of that 

24 kind, Senator. There are studies, and you are welcome to 

25 them, that project on the tasis of past mistakes, that ve are 
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1 9oin9 to make all those same mistakes in the future. You are 

2 velcome to those studies, but ther are not studies that show 

3 we vill oTerrun in the future. They are studies that show 

4 that if you do not change the practices, as we have done, you 

5 run the risk of that. 

6 The? are also studies that show that if Congress 

7 changes the financing pattern and frustrates the ability to 

8 get the savings from ■ ulti-year procurement or regular 

9 steady applications of resour=es that you will indeed have 

10 overruns. 

11 Senat~r Hart (Colorado): ~r. Secretary, I think we all 

12 agree here, vith the exception of you, that the projected 

13 costs of this defense buildup are not going to be afforded 

14 in the time ve are talking here; so, in effect, that 

15 1ecision has already been made. I think in reality we are 

16 both ■issing here the fact that almost to a person people 

17 

18 

19 

20 

21 

22 

23 

24 

25 

are saying given the projected deficits and the need for a 

■ or~ stable econoay and the need for a more stable fiscal 

and monetarr mix, that you will not be able to afford these 

systems that you haYe with the small ~utlays in '84. 

It seems to ■e you are answering your own question 

here. Congress is telling you or it seems to me we are 

beginning to tell you that ve will not be able to afford 

these weapons systems, so the fact you say the error ve 

should not make, we are going to make. 
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Secretary Weinberger; Well, I am still counseling you 

2 sh~uld not make it, Senstor, snd trying to give you the 

3 encouragement that the internal practices of the Department 

4 have changed materially. Apd if there is a steady 

5 application of the resources, if there is steady support in 

e the way of authorization and outlays, you cannot only 

7 i ■ prove the economy substantially but you can also prevent a 

e lot of the sudden surges of costs that come from reducing 

9 the actual rate of reduction. 

10 Senator Hart (Colorado), ~r. Secretary, I want to take 

11 strong exception, and vith all due respect, I think it is a 

12 phony argument ~o use a defense budget as an economic 

13 stimulant. I think almost everybody agrees JOU could use 

1• the same d~llars in repairing the deteriorsting public 

15 facilities of this countrJ and put people back to vork. 

16 Secretary Weinber~er, When Jou vere not here, Senator, 

17 I put several cautions in, that I do not think you should 

1e spend one oickle to stimalate the economy from defense. I 

19 think that would lead you to dangerous results if you 

20 assumed thst jefense spending is bad for the economy. It 

21 clearly is not. It do~s not r~duce the deficit dollar for 

22 dollar bJ any means to reduce spending in states where there 

23 is high unemployment now. 

2• Iou are not accomplishing an improYement in the 

25 economy, but I sgree with Jou totallJ rou should not spend a 
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1 nickle of defense money to stimulate the economy, and we are 

2 not doing that. 

3 Senator Hart (Colorado), I under-stan! the answer to my 

4 question that that study vill be made available to the 

5 com ■ ittee. I look. forward to seeing that. c : 
6 I look forward, in addition, to seeing the study on the 

7 readiness problem. Over the period of time ve are 

8 discussing here, 1981 through 1987, procurement percentages 

9 of the defense budget go from 39 percent at the same time 

10 operations and aaintenance go from 33 to 25 percent. While 

11 ve are buying more complex and more difficult to maintain 

12 an1 operat! srstems, ve are cutting them out of money to 

13 operate. 

14 Secretary Weinberger, ~o, sir. You are not cutting 

15 them out to operate. Iou are right about the Percentage, 

HS but :rou ar! wrong about the ■one:r. The budgets go up, and 

17 the percentage does drop because JOU do acquire a great deal 

1s of needed spare parts, and you start building the ammunition 

19 reserve. You do not need a higher percentage. But you are 

~ quite right. We should not cut that. 

21 Senator Hart (Colorado), The third is a retention 

22 problem. Be:rond procurement readiness I think. the promise 

23 to the tro:,ps that ve vill keep faith vith them in fiscal 

24 1985, based on those I haYe had some contact with at Fort 

25 Carson and other places, they are not taking too kindly to 

ALDERSON REPORTING COMPANY, INC, 

400 VIRGINIA AVE .. S.W., WASHINGTON, 0 .C. 20024 (202) 554·2345 
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