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PREFACE

The Congress has always monitored defense policy, but until the

early 1960s its participation in systems acquisition matters was pri-

marily after the fact. When systems procurement costs of billions

rather than tens or hundreds of millions of dollars became common in

the 1960s, Congress began to participate actively in the system selec-

tion process. Ordinarily, Congress acted through budgetary channels;

withholding, altering, or otherwise constraining the funds requested

by the Department of Defense was, and remains, the usual control device.

Such control has been even more generously exercised in the 1970s, and

Congress now routinely inquires not merely into questions of reasonable

cost but into matters of requirements, system alternatives, and force

structure.

Through the instrumentality of the Commission on Government Pro-

curement, the Congress undertook (from 1969 to 1972) to define processes

and procedures for systems acquisition. The establishment of a Congres-

sional Budget Office (CBO) in 1974 was intended, in part, to give the

legislative branch a counterpart of the analytic and evaluative capa-

bility earlier embodied in the Executive Branch Office of Management

and Budget (OMB) and its predecessor the Bureau of the Budget. In a

sense both were forced into being by the apparent successes of the

Office of the Assistant Secretary of Defense for Systems Analysis, an
organization created in 1964 at the instigation of Defense Secretary

Robert McNamara. Systems Analysis represented a mechanism by which the

Secretary of Defense could underst-r-1 , nd assens the reasonableness of

systems and funding levels proposed by the individual services: First

0MH and later CBO had to develop similar capabilities if they were to

cope with the kind of analysis introduced by Systems Analysis,. Without

suct skills, neither the Office of the President nor the Congiress could

deal adequately with the increasingly complex issues that arose in

system selection and acquisition processes in the late 1960s and early

1970s.
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The consequences of such institutional developments deserve careful

study as does an attendant enlargement of technical understanding among
senators, representatives, and the staffs of the se,,eral committees con-

cerned with the system selection and funding process. Plainly, acquisi-

tion strategies, processes, policies, and institutions are now being

affected in ways that were all but inconceivable as recently as a decade

ago.

This report addresses one important aapect of congressional inter-

veation: congressional attitudes toward competition between would,-be

contractors for major weapon systems. Congress has persistently ex-

pressed a conviction that competition is somehow beneficial to the

systems acquisition process. It is important to understand how compel i-

tion is defined in congressional usage, and the qualifi,,ations that may

be attached to it.

This report, prepared as part of the Project RAND research project

"System Acquisition Policy Studies," should be of interest tot a broad

sector of the Air Vorce planning and systems acquisition community.

t- ,
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It is widely believed that greater use of competition in the ac-

quisition process would help combat the rising costs of modern weapon

systems. Two advanced competitive strategies have been suggested. One

is to maintain multiple contractors through the later phases of develop-

ment. A more ambitious proposal, one designed to inject more rigorous

price competition into the procurement of major systems, calls for a

new round of bidding for the contract to produce the winning entry from

a previous design competition. This report examines the factors affect-

ing the prospect of congressional acceptance of such advanced strategies.

Although congressional references to competition are abundant, the

subject rarely finds its way into legislation. During the period

studied (C'Y 1969 to the present), there was but one apparent attempt

to legislate competition (at the initiation of the International Fighter

Aircraft, or IFA, program); there was also one instance of a congres-

sional mandate that sought to suppress it (the requirement that the Navy

Air Combat Fighter be derived from the Air Force Air Combat Fighter).

There is considerable imprecision in the use of the term "com4peti-

tion" that is not limited to the Congress. Rand work in the 1960s used

"competition" to refer to price competition, and "rivalry" to refer to

technical or design competition in which both price and nion-price c"-

siderations were taken into account. Rivalry is sometimes subdivided

' according to the state in which the designs are presented--e.g,, paper

or prototype competition. The Department of 1)efense is aware of tht-

distinction betwvon codtpetitiont and rivalry, but itseli calls any ac-

quisition competitive unless it has bveti sole source throughout its

vetirJ dJevelopment and procurvment history. Mtmbers of Congress rarely

it ever ubsierve the Rand distinction. tioth rivalrouN sVl-cLion. used

tor major system,, and price competition in the contest o 4! ,cutd sourc-

lng are re••ognled to bo forms of competition. iHowever, protestr thtat

too te•w detlense dollars ars sp-Pet Ott "compettioin" oltenu ocus. sofmewhat

,,arrowl~v on torm-.aliy advertiuod proeurevut (prier competitiou) alone.

The Imprecsisb.n may not be Nignifitcat since, a* divcussed bt,1.. ttte
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ac.-demic or theoretical definitions of such terms are inadeqUate to

convey the nature of the selection process acituatl.v in use.

Congressional support for the utse of compet ition derives fromn its

promise of both direct and indirect jnft. In theory the major

direct benefits are lower prices and greater technological achievement

(a better product). Most congressmen seem to appreciate that different

varieties of competition promise to yield these benefits in vairying

degrees. A more interesting quest ion involves the benef it,, assumed

to inhere in particular acqui.sition strategies. There is, for example,

a distinct preference for prototype competition over paper comnpet it ion.

AOf part icular interest is the evidence of a "carry-over" efftect: It

is evidently believed that if the source selert ion (late is del.:yed long

enough, so that the c-onfiguration of the system is subst antia lIv estab-

1iished uinder "compet it lye pressures," the benef it s of tht- r ival ry i n

the design phase (in the form of bet ter performaince-) will "kcarriý ovvr''

(in the form of lower pr ices) into the produvt ion of' tthe svst em.

The value at tached to direct beief fits does not adeq ''at ely explIain

the mnot ivat ion bewhi nd Congress's one attempt to I egis~It -oipt iLio

in the I FA program. The C OMPet itioni requirement wats enat ird atft er the

progratm had begun Las a sole-source p rocuremtent , t he untisti I ly abbrt-v i-

ated compeLtit ion made it likely that the in iti iIV liv0t- ehoeu sUrCe wonId

prevail., and there was no obvious Interest with in the Congress In thr

nitture of t he compe tit iont conduicted,. The I FA aicqui is itti nwasi not par-

Li cuiiarly suited to Com'.pet Iti ye proculremettnt . It is pos-: h It. that COM-

petit ion for major' weapon nystettv cofittact s involves ati 'Add itotonal antd

(ind irect benvietit or attract ion (indirect because It doetis' no:r Liet)o

the particular system t~hat is the xubject of the contract). cotigrvnss

p4p)riot~tly rvgards the- awarding ot large 4tid lon-itiertm contttrct!ý with-

out couzawt it Lot in giyitng tht d~p~earafiev of untilirtiress- fýtks ?h rvent ti1

the itttustry), tio that in idditijottal atid Intdirect heavt t,-l stet-m- trout

the Vitev that VcudtWtttiori. in Wt14AteVer toFut. i. the funicti'tiiai ecjuiv~-

lent of equity.

Tet~hitoogit:4 suaPeriorit' wa-, a ne I ', vritcrlofl; thr p'rhitrv

kritvfita wet;ý the -sPved With V11td, dvlivery to'uld b~e begwn 4tnd thev
iiusvdiatre ost; there Vga* ontly otte Operat ivr airvrra! that f it the billI.
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Several factors militate against congressional support of the use

of competition. First, the growing importance of foreign sales has ,n-

hanced the desirability of commonality among services and syatems. w-

duction of the unit cost of systems already in development or production

to attract foreign sales may inhibit competition by inhibiting the de-

velopment of new systems.

Second, it is not easy for members of Congress to "internalize"

the future benefits that otherwise make advanced competitive strategies

involving greater initial outlays attractive. In seeking to preserve

their seats, those congressmen who are sensitive to increased expendi-

tures in the near term may nor view such strategies as self-serving and

may withhold support for them. There are also indications that the con-

siderable deference generally paid to the services on questions of

weapon development will on occasion result in lessened support for com-

petitive acquisition. Service inclinations are usually to get weapons

sooner rather than later, so the Congress could conceivably balk at the

time slippages imUplicit in various acquisition strategies when confronted

by service dedication to a single system (or contractor) or by service

emphasis oti declining force levels.

Third, there is some evidence of apprehension that unfettered com-

patition could lead to attrition among prime contractors--a concern that

sees% to transcend simple constituency interests. Related to this con-

cern for the detonse industrial base is the evolution of defense spend-

iLg into a tuool ot social and economic policy. System characteristics

4and enumy throat arc rarely the excluvi,-'- et'siderations when initiation

or tartimitation ot a program Lis contemplated. The greater the weight

attached to t.on-price and non-tochnical considerations (so-called dis-

tributlonal otosideracionw. ouch a% eaployint offects). the lbss ur-

gtnt will ,eem acquistiion ,.ra.tgie•w that dek Co m.xImile da%' i • aud
•i •price COW4)et ttiot,

hi prActlkc, because of the oteutiou paid to dimtributioan- (%on-

didorationu. mpetottve acquisitiou of w4,ru *yoteu, Woars little

rvvivtbIxic• to the aca4emic or aftalytic cct-eepts of peý competItion

and rivalry. Conscloualy or othivxIst, the Cogress appears to vsluc

a flexible approac0 ýo--atibte with preserving the dtfanse Industrial
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baie, uphtlding constituent iaterests, and uaing defense spending as

ai LOO o" fisc;2.nd! Congress would not favor rigid price competkt-

tion th.:ý -ould cloa- oUf nub. rice and non-performance cons~derations.

More ),"er, any hard 1 of t',e cosr. benefits of :iny adv:incP,-. comnpeti-

tive acquisition strategy viIi. Jsz; its wirk if (1) the strategy rlel-' y

& ~reduces c3tgr-essionaI. flexibiL'ity, or (2) it is not suppl.enet.ited by aiý-

peals to considerations other than cost savings.
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I. INTRODUCTION

For several years, researchers have addressed the problems posed

by the immoderate costs of modern weapon systems. In what most readers

hoped was a spirit of exuberance, one critic calculated that if the unit

cost of military aircraft were to continue to rise at its present rate,

in the year 2036 the United States would be able to afford just one air-
2

craft. Whatever its outcome, thus far the increase in cost has signifi-

cantly contributed to the sharp decrease in the number of aircraft pur-

chased, From FY 1974 through FY 1976, the U.S. Air Force has budgeted

for just 541 fixed-wing aircraft. Unfortunately, the need for substan-

tial quantities of aircraft is not declining. In the most recent Middle

East war, for instance, 443 aircraft were lost by both sides in just

18 days.

Particular attention has been directed at improving the way weapon

4
systems are acquired. Typically, producers of major weapon systems

are selected on the basis of paper designs or prototypes in a non-

missionized stage of development. Once the preferred design is chosen,

1 publisbid Rand reports on the subject include Robert Perry et al.,
Sy.t,'rri Acqrj'.ition Str.ate, ies, R-733-PR/ARPA, June 1971; Gregory A.
Carter, Dic'-etcJ Liocnsinq,: An Evaluation of a Pr'ol'•., "T.,hnizqu, Cor
Heduciwin the Ph'oc'urcmcr nt (Coct of Airc'raJ't, R-1604,-PR, December 1974;
Geneese G. Baumbusch, The f,,pa.t of Hcquired (7onhnwtual Clauscs on
.Sqotr•n Aoqtuisstion Poijeoics: The Ca•se of Valuc Enciincrinj, R-1722-PR,

4 September 1975.
2 This observation is taken from many of comparable import in an

:,,: article by Norman R. Augustine, now Under Secretary of the Army, en-
titled "One Plane, One Tank, One Ship: Trend for the Future?" Dcf.e.
A-anajement Jourruzil, Vol. II, No. 2, April 1975, pp. 34-40. See also
Cotrmanders DOijest, Vol. 18, No. 3, 17 July 1975.

3Air F')roe Maoazine, Vol. 59, No. 5, May 1976, p. 139.

Admittedly, characterizing any problem as one of high costs has
a latent pitfall. It fails to distinguish the product that costs "more

than it should" (owing perhaps to inefficiency or excessive profit)
from the product that does not cost "more than it should" but neverthe-
less costs more than the potential buyer is able or willing to pay

(owing perhaps to the buyer's poverty or opportunity costs). The atten-
tion paid to the acquisition process is for the most part responsive
to the first situation.
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the designer is awarded a contract to continue the process through series

production. Selection of a single source so early in the life of the

system has several consequences. Because important design changes are

made after most source selections, many decisions having considerable

effect on system cost, performance, and availability are made in a non-

competitive setting. In addition, awarding the pr-duction contract to

the winning designer (whenever selected) without competition ignores

the possibility that another firm could produce the system more effi-

ciently. The narrow use of contractor competition is widely regarded

as a prominent deficiency in present acquisition practices.

The weapon acquisition process is so complex as to be impossible

to understand fully or to describe using only one perspective or examin-

ing Just one aspect. The process involves not only many important and

diverse actor.i but also many issues to which there are at once scienti-

fic, strategic, economic, political, and moral facets. To date, Rand's
studies in systems acquisition policy have concentrated on the technol-

Iogical aspects of program creation, approval, and management. As ex-

haustive as effort-' in this vein are, significant portions of the pro-

cess are necessarily neglected. In particular, problems are studied

and recommendations are offtred without an exploration of the role

played (or to be played) by the branch of government charged with the

penultimate responsibility for acquiring new weapons--the Congress.

Since some of thu strategies designed to inject more competition into

1 Every fixed-wing military aircraft since the V-1OU has had signifi--
-cant post-co-itractor sel•con design changes. On thiis point, see B. H.

"Klein, T. K. Glennan Jr., and G. H. Shubert, Th, !fol, '
Oct, ,: The Rand Corporation, RM-3467/I-PR, April 1971, pp. 3-4.
This Is an unclassified version of a 1963 report.

"Even if the winning designer is also th' most efficient producer,

awarding the production contract without competition theoretically in-S4vites monopoly pricing for production units, spares, follow-on buys,
etc. A related danger is that competing designers will try to "buy in"
by bidding unrealistically low, hoping to arrange a negotiated increase
or to recoup on subsequent buys.

3
i 3Recent examinations of acquisition policy with !.roader scopes in-

clude J. Ronald Fox, A?'rYFrnJ wo,'ioaz, Harvard University Press, Cambridge,
Massachusetts, 1974; Murray L. WeidenbIum, T',' A',, . "'. ' .. t uo:'
/)e•'>,',, Praeger, New York, 1974.

Y ,
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weapons acquisition involve fundamental policy changes, examination of

the subject from the congressional perspective can enhance evaluation

of new proposals. Insofar as congressional attitudes toward competi-

tion reveal a concern for considerations other than cost, they are poten-

tiallv relevant to a variety of proposed changes.

The approach adopted here is non-normative. Competition is not a

guarantee of lower costs. Always present are other variables, such as

the type of competition, the contracting methods, and the characteristics

* ( of the acquisi,.ion. Even then, competition may not be the "best" way

to achieve savings: using off-the-shelf technology or promoting inter-

* !service commonality or international standardization are three among

many possibilities. Nor may motives and reasons for actions be ignored.

To the extent that objectives or purposes are identified and imputed to

the Congress as a whole, the wisdom of the actions taken by the Congress

is not at all the issue. The focus is on the actions taken and the op-

tions considered or available as indicators of the place that competi-

tion occupies in the minds of those who approve the procurement !,rocess

for any system.

This report covers the period from 1969 to the present. It is true

that the development, procurement, and deployment of weapon systems is

a seamless, continuous process, making it difficult to isolate distinc-

tive eras. For the purposes of this inquiry, however, the choice of

1969 as a starting point is appropriate. The period includes the post-

Vietnam return to peacetime force requirements, and it encompasses most

of the acquisition histories of most of our current mainline systems

(F-14, F-15, A-10, F-16, F-18, etc.). Moreover, it coincides with the

major personnel and doctrinal changes that accompanied the Nixon ad-

ministration. The influence -f very recent developments is not assessed.

Two rww bodies, the Office of Federal Procurement Policy in the Office
1of Management arid Budget1 and the Congressional Budgvt flc- will

probalbly aft'tct the weapon acquisition proctssill Ltme, but but. are
iii t vir lii ancv and their tl1t*,:ts cannot 1I- ki town.

-Created by Public Law 93-40U, 88 Stat. 796 (30 August 19.74).

"Created by Public Law 93-344, 88 Stat.. 297 (12 July 1974).
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Section II presents brief case studies of congressional efforts re-

lating to competitive source selection. Section III summarizes revealed

congressional perspectives on issues relating to competition, with em-

phasis on the identification of competing considerations and external

restraints.

CONGRESSIONAL RESPONSIBILITY FOR WEAPON SYSTEMS ACQUISITION

The responsibility for weapon systems acquisition within the Con-

gress is fragmented and largely undefined. The great bulk of responsi-

bility is assigned to those responsible for the defense appropriation

process, namely the Senate and House Armed Services Committees and the

Department of Defense Subcommittees of the Senate and House Appropria-

tions Committees. For the most part, the members of these committees

are the only congressmen to take an active, public interest in the sub-

Ject. Taken together, these congressmen constitute roughly one-seventh

of the Congress. Other committees involve themselves with related issues

from time to time. Most notable of these are the Federal Spending Prac-

tices, Efficiency, and Open Government Subcommittee of the Senate Com-

mittee on Government Operationt and the Joint Economic Committee.

iThe literature on the Congress's role in the formulation ot de-
".ense policy is extensive, although specific treatment of zAcquisition
policy issues is rare. For excellent discussions of the general nature
of the Congress's influence on defense policymaking, see Edward J.1
Laurance, "Thi, Changing Role of Congress in l)efense Policy- Making,"

! J dourpial oJ Cort'l.,t h'o,,Iution, Vol. 20, No. 2, June 1976, pp. 213-253;
Les Aspin, "The Defense Budget and Foreign Policy: The Role of Congress,"
iwti~u•, Vol. 104, No. 3, Summer 1975, pp. 155-174; George C. Gibson,
"Congressional Attitudes Toward Defense," in Richard G. Head and Ervin
Jd. Rokke (eds.), Ampr:,vimz'z LeJk!m: P,'I i.*y (3rd Ed. ) , Johns Hopkins Press,
Baltimore, 1973, pp. 358-369; Arnold Kanter, "Congress and the Defense
Budget: 1960-1970," .1m?':,Cot: Plt t ' •i,':.o, lhvuL, Vol. b6, No. 1,
March 1972, pp. 129-143.

2,
See Senate Committee on Government Operations, Subcommittee on

Federal Spending Practices, Efficiency, and Open Government, V ,:'
tome Ao,,,a• t• opti ,m 'y.':,,.':, 'g:w, 94th Cong.. lst Sess. These hearings
were held in May, June, and July 1975.

3 See Joint Economic Cotmnittee, Subcommittee on Priorities and
Economy in Government, Th&, Aqu ie; t ., jf Wk, 1't.u! :; 'utn ;. r
93d Cong., lst Sess. These hearings were held in Fall 1911.

The Senate Foreign Relations Comnmittee and the House International
Relations (formerly Foreign Affairs) Committuee annually address defense
issues but usually do not consider the subject of weapons acquisition.

p . . N I l I II I il IN I in ! i • II! I_! .
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Thus, concentrating this examination on the defense appropriation pro-

cess, with attention to conspicuous relevant efforts of other commitees,

does succeed in capturing a substantial portion of congressional treat-

ment of issues relating to competitive procurement of weapon systems.

The depth of treatment o': such issues is of necessity less than

what might be desired for the purposes of a study of this nature. For

example, floor debates on the authorization and appropriation bills

seldom cover more than a few national issues each year. During recent

years, these have included riders for Indochina and Angola funds cut-

offs; the ABM, Cheyenne, and C-5A weapon systems; the Trident submarine;

and chemical and biological warfare research. Even attention to hear-

ings presents a set of problems. First, because of the volume of busi-

ness undertaken during limited hours, the hearings of any single commit-

Lee or subcommittee are usually sparsely attended by the members them-

selves. Second, few in attendance question witnesses extensively, leav-

ing much of it to professional committee staff members. Third, questions

asked by a congressman do not necessarily reveal his or her personal

interest since many are written by staff members. The result is that

the amalgam of comments, questions, statements, and opinions that emerges

is not clearly representative, nor is it clearly complete. That exper-

tise and expressions of interest on a given subject are so limited

within the Congress is inherent, but it need not mean that there is an

inadequate foundation upon which to offer conclusions. Analysis of

what turns out to be a small sample of congressional viewpoints will

be conclusive where that group of congressmen determines congressional

s action and will, at worst, simply be subject to the qualification that

the balance of power on any decision is held by a disinterested or non-

vocal majority.

This fact is probably unavoidable and at any rate is never con-
cealed. Sen. Stuart Symington (D-Mo.) once told David Packard between
questions, "We have an excellent staff. Many of the questions are
drawn up by them." Senate Committee on Armed Services, Au•,',,x Pg'to-

t,2, i ':•'r!,?,t, !/en'"•i i, 92nd Cong., Ist Sess., p. 35. See also
Kenneth Entin, "Information Exchange in Congress: The Case of the
House Armed Services Committee," West•'•n PL:i2'N • .. Vol. 26,
No. 3, September 1973, pp. 434-436.
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THE MEANINGS OF COMPETITION

A by-product of the increasingly abundant expressions of interest

or statements of opinion on the subject of competition is that mastery

of innumerable acronyms is no longer the primary semantic hurdle in the

study of the weapons acquisition process; it is now the understanding

of the usage of the word "competition."

It is important to identify th:: setting of the word and its multi-

ple interpretations. This report concerns source selection decisions

and the process leading up to them. The structure of the industry that

participates in the process and the comparative military postures of

nations are not paramount interests, although each is suggested by the

d.i term "competition." Full treatment of the subject oi the competizive-

ness of the U.S. defense industry is not attempted, nor is the ques-

tion of international military competition addressed. The broad con-

cept of "competition" discussed ti this report refers to any situation
2

in which more than one firm seeks to be awarded the same contract.

So far as work at Rand is concerned, there is a somewhat prescrip-

tive set of terms and definitions. The most basic differentiation iso-

•• lates competition based on the price of the htem from competition based

at least in part on noe-price criteria. Over a decade ago, Johnson and

Hall suggested that 'competition" should refer only to price competition

and that "rivalry" should be used to describe both price and non-price

competition. Rivalry in which the selection criterion is the design

of the weapon system is sometimes broadly referred to as techuical or

design competition. A further line can be drawn according to the state

,herefore, such measures as the Emergency Loan G•i•ranty Act ot
1971, Public Law 92-70, 85 Stat. 178, are not discussed. Dedication
to a competitive industrial structure does help to explain congressional
attitudes toward competitive source selection, however, and this is
explored.

A more comprehenisive definition might be: any ,dtuation in which
more than one firm seeks to be awarded one of a tnumber of contracts.
This would encompass recent competitive prototyping programs, the first
part of which fitnds five or so firms seeking to be awarded o:n '-4 twu

S ' contracts. Examples include the A-X, Lightweight Fighter, LITTAS, Ad-
vanced Medium STOL Transport, and Advanced Attack Helicopter programs.

R. L. Johnson and (. R. Hall, J: :' ., .i .: . :i : :
The P.and Corporation, RM-4570-PR, May 1965, p. 11.
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in which the design is presented: paper competition, prototype competi-

tion, and so on. In the cases where synonyms for rivalrous selection

include the word "competition," pure competition is frequently termed

"price competition."

Department of Defense spokesmen recognize the distinction between

price and design competition but will combine the concepts if ques-

tioned about competition in general. Moreover, DoD subscribes to the

belief that once there is competition or rivalry of some variety for

a system. procurement of the system is forever competitive, even if

follow-on buys are conducted in a sole source environment. Thus, in

DoD parlance, "competition" characterizes all but sole source acquisi-

tion of brand new systems.

Definitions and distinctions observed in Rand reports have been

presented to Congress on a number of occasions. In fact, the work by

Johnson and Hall that suggested the distinction between rivalry and

competition is reprinted in its entirety in a volume of hearings held
2

by a subcommittee of the Senate Judiciary Committee. However, members

of Congress have not adopted these distinctions. Similarly, few con-

gressmen honor the categories that the Defense Department uses in its

statistics of modes of procurement.3 Usually when a legislator cites

a number as "the percentage of total DoD expenditures spent on 'competi-

tion'," he is equating competition with formally advertised procurement

IDoD considers price competition to exist if "offers are solicited

and (i) at least two offerors, (ii) who can satisfy the government's
requirements, (iii) independently contend for a contract to be awarded
to the responsive and responsible offeror submitting the lowest evalu-
ated price, (iv) by submitting priced offers responsive to the expressed
requirements of the solicitation." Joint Economic Committee, Subcommit-
tee on Priorities and Economy in Government, The Acquisition of Weapons
Systems, Hearings, 93d Cong., Ist Sess., pp. 2712-2713 (prepared state-
ment of Arthur I. Mendolia, Assistant Secretary of Defense (I&L)).

2 Senate Committee on the Judiciary, Subcommittee on Antitrust and
Monopoly, Competition in Defense Procurement, Hearings, 90th Cong. 2d
Sess., pp. 537-597. These hearings were held in 1968.

3Appropriations are categorized as follows: "formal advertising,"
"other price competition," "technical and design competition," "follow-
on after price competition," "follow-on after design competition," or
" one source."
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i1

and nothing else. Consistent with that, condemnation of negotiated

procurement is coimmon. An example is this statement by Rep. William

H. Harsha (R-Ohio):

It is certain that this peculiar procedure known as negotiation
lies heavily at the fatty heart of the whole military procurement
problem. Its most outstanding features--competition restriction
and dollar-waste--are nurtured, perpetrated, and protected bry the
secretly arrived-at, sole-source, noncompetitive contract awards
which flow, directly and regularly, from the negotiation process. 2

In terms of the distinction between negotiation and formal advertising,

DoD recognizes a middle ground--'competitive negotiation--into which con-

ventional rivalrous selection based on technical proposals would usually

be classified. Only in protests that too few defense dollars are spent

on "competition" does Congress tend to ignore this middle ground.

Compounding this imprecision and inconsistency, acquisition of

major systems usually involves selection criteria not covered by either

set of definitions but nevertheless acknowledged within the Congress.

The task of overlaying congressional notions and inclinations on arti-

culated concepts requires a simplifying synthesis of terms. Competi-

tion is best used as a generic term encompassing all the other terms

used to denote the evaluation criteria to be used: price competition

(in which the determination is based solely on price), design competi-

tion or rivalry (in which both price and design characteristics are

relevant), and an unorthodox term to be introduced, political competi-

tion (in which the criteria include distributional considerations as

well as the price and the design).

Advanced competitive acquisition strategies take one of two forms.

One might be more precisely termed an "advanced rivalry strategy." It

calls for prolonged funding of two or more contractors, each developing

its own design. Rather than choosing a source during the validation

IExample: Senator Proxm,.re's statement that "of all our procure-
ment, only 11 percent is competitive." Congressional Record, 17 August
1970, p. 29212. See also Congressionat Recorl, 30 July 1970, p. 26633.

2Congrassionat Hecord, 12 June 1969, p. 15762.
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or advanced development phase (the usual method), each contractor would

continue its work through the full-scale or engineering development

phase.2 This is being tried on a fairly small scale by the U.S. Army

in the UTTAS helicopter program. The other form of advanced strategy

is more than an extension of present practice. Its objective is to

create price competition. One way this might be done is to insert a

clause in initial development contracts that would require the de-

veloper to agree to license his design to any producer designated by

the government. Known as directed licensing, this strategy would per-

mit a design competition to be followed by a round of competition

among potential producers for the contract to produce the chosen de-

sign.3 One of the purposes of this report is to illuminate likely con-

gressional response to such advanced concepts.

1 This is an early stage in the life of a weapon system. The empha-

sis during this time is on exploring and demonstrating the technical
feasibility of the design approach. Prototypes may or may not be con-
structed during this phase. Although the terms are often used inter-
changeably, advanced development is actually the budgetary label for
the money used to fund the validation phase. The validation phase is
preceded by a concept formulation phase and a program review by the
Defense Systems Acquisition Review Council (DSARC), known as DSARC-I.

2 This phase follows the validation phase and another DSARC review

(DSARC-II). Here the emphasis is on identifying, demonstrating, and
documenting a satisfactory engineering approach. During this phase
tooling is built and operational and support concepts are developed.
Engineering development is an older term used originally only when no
commitment to production had been made (when a commitment had been made,
the term was operational systems development). Full-scale development
is the modern term and combines both concepts.

3 See G. R. Hall and R. E. Johnson, Aircraft Co-Production and Pro-
curement Strategy, The Rand Corporation, R-450-PR, May 1967; G. R. Hall
and R. E. Johnson, Competition in the Procurement of Military Hard Goods,
The Rand Corporation, P-3796-1, June 1968; Carter, Directed Licenning
(1974).
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II. CONGRESSIONAL EFFORTS RELATING TO COMPETITIVE SOURCE SELECTION:

CASE STUDIES FROM THE DEFENSE APPROPRIATIONS PROCESS

Congress makes its most important contributions to formulating na-

tional security policy during the military appropriations process. Con-

gressional appropriation for defense is a two-step, yet largely concur-
1

rent, process. The Department of Defense Appropriation Authorization

Act (hereafter referred to as the Defense Authorization Act) specifies

the weapon systems authorized for development and procurement and the

funds that may be appropriated for each. It is the product of the Armed

Services Committees. The items requiring authorization usually repre-

sent about one-third of the defense budget and include RDT&E and pro-

curement of weapons, military personnel costs, naval vessels, etc., and

reserve force expenditures. The Department of Defense Appropriation

Act (hereafter referred to as the Defense Appropriation Act) appropri-

ates the actual funds. As a rule, the appropriation bill is bound by

the monetary limits set in the Authorization Act and cannot fund sys-

tems that require authorization but have not received it. The Defense

Appropriation Act is primarily the product of the Department of Defense

Subcommittees of the Committees on Appropriations. Figure 1 illus-

trates this process, and Tables 1 and 2 display information about the

Acts for the period studied.

IThe two-step process has been in existence since 1959. See Sec-
tion 412(b), Public Law 86-149, 73 Stat. 322 (10 August 1959); Section
803, Public Law 93-155, 87 Stat. 605 (16 November 1973); Section 701,
Public Law 94-212, 90 Stat. 153 (9 February 1976). The changes made
by the 1974 Congressional Budget and Impoundment Control Act, Public
Law 93-344, 88 Stat. 297 (18 July 1974), do not significantly change
this particular procedure. See Herbert W. Stephens, "The Role of the
Legislative Committees in the Apptopriations Process: A Study Focused
on the Armed Services Committees," Western Political Quarterly, Vol. 24,
Nc. 1, March 1971, pp. 146-162; Louis Fisher, "Senate Procedures for
Authorizing Military Research and Development," in Joint Economic Com-
mittee, Priorities and Efficiency in Federal Research and Development,
94th Cong., 2d Sess., pp. 20-45; Raymond H. Dawson, "Congressional In-
novation and Intervention in Defense Policy: Legislative Authorization
of Weapons Systems," American Political Science Review, Vol. 56, 1962,
pp. 42-57.
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The measures discussed below appear to be the most significant of

those that have concerned the existence and level of competition in

weapon systems acquisition since 1969. The International Fighter Air-

craft competition requirement remains the sole attempt by the Congress

to legislate competition. The Proxmire "fly-before-you-buy" amendment

is an early benchmark in the perceptible increase in congressional con-

cern for improvement in the source selection methods used in weapon

systems acquisition. The Navy Air Combat Fighter/F-18 episode is per-

haps tfte most important illustration of the friction between this new

concern for improved source selection methods and other, more tradi-V • tional considerations. And, finally, the unsuccessful FY 1976 data

package procurement requirement is the initial attempt at a more funda-

mental change in the procurement process, the use of more price compe-

tition in the acquisition of major systems. Other congressional efforts

touching upor: the subject of competition (as variously defined) will be

briefly discussed as well.

LEGISLATED COMPETITION: INTERNATIONAL FIGHTER AIRCRAFT

Congressional references to competition in weapon procurement are

not uncommon. The subject almost always arises during the Armed Services

SCommittees' hearings on the Defense Authorization Bill and sometimes

enters into floor debates and public statements. It is rare, however,

for the matter ever to find its way into a piece of legislation. In

fact, the only law in recent years that has sought to legislate compe-

tition was the FY 1970 Defense Authorization Act.

Debated in 1969, the bill attracted much controversy. Tempers

were still flaring over the 1968 debates on the Sentinel antiballistic

v missile (ABM) system and were channeled into opposition to President

Nixon's new Safeguard plan and further development and testing of the

multiple independently targeted reentry vehicle (MIRV) programs. The

authorization of funds for chemical and biological warfare research,

once routine, became a national issue when Rep. Richard D. McCarthy

(D-N.Y.) disclosed that the U.S. Army planned to ship 27,000 tons of

lethal World War ii nerve gas from its Rocky Mountain Arsenal to the

East Coast for dumping into the Atlantic Ocean. Additional debate

centered on the Air Force's C-5A Galaxy cargo plane and the Army's

_J '
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Sheridan Tank. The commitment to Vietnamization had already been made,1

and in the midst of these controversial programs was the beginning of

an effort to supply South Vietnam with a suitable tactical aircraft for

use after U.S. withdrawal. Section 101 of the Authorization Act con-

tained the following provision:

For aircraft: for the Army $570,400,000; for the Navy and Marine
Corps, $2,391,200,000; for the Air Force, $3,965,700,000: Pro-

'ded, that of the funds authorized to be appropriated for the
1.k.curement of aircraft for the Air Force during fiscal year 1970,
not to exceed $28,000,000, shall be available to initiate the
procurement of a fighter aircraft to meet the needs of Free World
forces in Southeast Asia, and to accelerate withdrawal of United
States forces from South Vietnam and Thailand; the Air Force shall
(1) prior to the obligation of any funds appropriated pursuant to
this authorization, conduct a competition for the aircraft which

S.shall be selected on the basis of the threat as evaluated and
determined by the Secretary of Defense, and (2) be authorized to
use a portion of ouch funds as may be required for rescarch, devel-
opment, test, and evaluation.

What became known as the International Fighter Aircraft (iFA) pro-

gram actually had its roots in earlier years. Sometime in 1968, the

Northrop Corporation submitted a proposal to the Air Force for a modi-

fied version of its F-5 Freedom Fighter to replace F-5As, and perhaps

F-104s, in the inventories of Allied nations. Deployment of F-5s world-

wide, through the Military Assistance Program (MAP), had begun in Feb-

ruary 1965 with deliveries to Iran. South Vietnam began acquiring F-5As

in 1967. It was becoming increasingly apparent that the F-5A was not

a satisfactory counter to the MiG-21s of North Vietnam. The Northrop

improvements, including a new engine (for increased speed and shorter

takeoffs), better radar coverage, two new machine guns, greater payload,

and greater range, were aimed at making the aircraft both more competi-ni tive with the MiG-21 and more attractive to foreign purchasers than the

Mirage, then being bought by various nations. 2

The birth of Vietnamization is commonly considered to have
occurred just after the Tet Offensive in January i968.

2 The importance of the foreign market was underlined by John R.
Blandford, Chief Counsel, House Armed Services Committee:
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An improved F-5 had obvious attractions. The Air Force did not

relish the idea of leaving behind F-4 Phantoms, which were considered

too costly, too complex, and too capable (or "provocative") to entrust

to the South Vietnamese. The few F-lOs and F-102s available did not

represent better combat potential than the F-5. In a January 1969

memorandum to Air Force Secretary Harold Brown, Deputy Secretary of

Defense Paul Nitze authorized the Air Force to spend $2 million in re-

programmed funds to finance an engineering design analysis by Northrop

of its proposal (by then designated the F-5-21). Around the same time,

although not clearly by the same memorandum, the Air Force was author-

ized to spend up to $200,000 for a study by McDonnell Douglas of the

feasibility of stripping down an F-4E for the same purpose. The Air

Force spent the money for the Northrop study, but it evaluated the con-

cept of a stripped F-4E in-house without funding McDonnell Douglas.
3Before completing these evaluations, the House Armed Services Com-

mittee authorized $14 million for retooling the Northrop plant for

F-5-21 production. Secretary of Defense Melvin Laird later denied that

the impetus for this action came from the administration; it was widely

assumed to have had its roots within the commttec- itself, and could

This committee, in an effort to be helpful, in anticipation not
only of foreign sales, which we have lost through stupidity on
our part, to the French in South America, is now giving you [Air
Force) another opportunity with a new administration to come up
with something positive so far as foreign sales are concerned. As
the chairman [Rep. Rivers] indicated earlier, if we manufacture
the airplane in this country, we control the spare parts. If the
airplane is manufactured in another country, they control the
spare parts. The country that controls the spare parts controls
the country, it is as simple as that.

House Committee on Armed Services, FY W97O •ob Aplr.y r,*.t. Ai,.,,
tion, Hearings, 91st Coag., Ist Sess,, p. 2607.

,From information provided for the record by Air Forco! Secretary
Robert C. Seamans, Jr., ibid., p. 2068.

2 See the testimony of Lieutenant General Marvin L. McNickle, Major
General Thomas S. Jeffrey, Jr., and Brigadier General William F. Piuts,
Senate Committee on Armed Services, ,'Y !.•,r' •, A,;, 4, , ',:

tion, Hearings, 91st Cong., Ist Sess., pp. 1504-1506.
3As of 27 May 1909, evaluation of the F-5-21 by Air Force Systems

Command (AFSC) had been completed, but review of the stripped F-4E pro-
posal was still in progress. Aer-ospaI,' !Ud Zy, 27 May 1969, p. 124.
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be traced to Chairman L. Mendel Rivers (D-S.C.) The measure, a sup-

plemental FY 1969 authorization, was never acted upon by the Senate.

When the armed services committees conducted hearings on the FY

1970 Authorization Bill in the spring of 1969, discussion of the program
2

was still confined to the House committee. The Air Force, appreciating

that money for development and production of the aircraft was going to

have to come out of its own budget, restrained its enthusiasm for the

program, probably hoping it would continue as a private venture. The

terms on which the Air Force would have supported the program at that

time are evident in this exchange between General John D. Ryan, Air

Force Vice Chief of Staff, and John R. Blandford, Chief Counsel, House

Armed Services Committee:

Mr. BLANDFORD. How much thought have you given to the F-5-21
which you Just completed testing at Wright-Patterson, and accord-
ing to the report we now have has met all of the manufacturer's
claims for performance?

General RYAN. The F-5-21, as you are aware, we were allowed
to put $2 million in it. That is all we have been allowed to put in.

Mr. BLANDFORD. Would you like to put more money in this
program?

See, e.g. 6 November 1969, p. 33387. The
Chief Counsel to the House Armed Strvices Committee, John R. Blandford,
was very open about the committee's solitary push for the F-5-21, once
saying to Rep. Rivers after unsuccessfully pressing Secretary Seamans
for a commitment on the plane:

I'm not belaboring it, Mr. Chairman. The point itý the committee
takes positive action, and because we have initiated some positive
action, everyone ese says that can't possibly be an intelligent
thought because it came from the couitte.e. But if it comes from
the Department, it id saerosAnct and it must be iniallible. I
atrongly su~g#st that *otebody takc a look at the, action this com-
mittet took [authorization of $14 million ur tetuolintg of thV
*.•.UtVro; plant] to *ee if it i6n't concrivablc wC could be correct
it) this situation.

Hloume Couiitttd on Armed Service•., '* *,j . ", -. 1'* ,t-
~:u~, wtz:~.914t long ,1t SOOO., p.2bO8-.2b09. Ste 4lso thc

,-tatemant of Sen. J. William Fulbright (D-Ark.), ',-;,.s...: .,' -. ,"
I October 1970, p. 145a2.

"The oubject of the $2 mtillion tngin~ertig dosign analysli vxpeendi-
ture did cood up onac In quaotloning by Snantor Stuart Sytsingtou (0-Mo.).
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General RYAN. Free, gratis? Do we have to give up something
else?

Mr. BLANDFORD. It would come from the Congress, obviously.
I know exactly the situation you are talking about, and this is
the problem with the F-5-21. Everyone says they would like to

¶ have it as long as it is not out of their hide. The hide I am
talking about is the Air Force hide, because I will make the pre-
diction for the record that when you pull out of Vietnam, if you
don't have it in production, a part of the military program, to
provide the South Vietnamese either by giving or selling them, you
will be leaving your F-4s over there. Then you will come back to
the Congress of the United States and ask for additional F-15s or
for more F-4s or something to make up for the slack. 1

Only after the Air Force had an abrupt change of heart on its $52 mil-

lion request for a fifth C-5A squadron did its attitude change. On

24 September 1969, just before the House Committee began its closed

mark-up session on the authorization bill, Deputy Defense Secretary

David Packard met with Chairman Rivers to request that the $52 million

be switched to the IFA ($48 million for R&D, $4 million for the procure-

ment of long-lead-time items) 2 The requested authorization was con-

tained in the bill when it emerged from the committee.

Whlietm the cui-iiittee reported the bill rontalning the IFA item to

the floor, it did not stipulate what aircraft was to become this so-

called International Fighter. Rep. Rilers, in introducing the item,

repeatedly referred to a "new free world fighter." Rep. Robert Sikes

"(D-Fla.), who also spoke at length on the floor of the House in favor

of the aithorization, was more direct:

The authorization proposed by the Armed Services Coimsittee does
not call for any particular aircraft or aircraft manufacturer to
be considered. It does not give prior approval to any aircraft
debiigH, but would leave the Air Force completely free to develop
competition for this badly needed fighter. 3

1 Huutse Comittee on Armed Services, ?Y 1)2 ><; , rK:at: d
AL4 t wl0m-ýZt I'? I thO~t" 04,10, 9 18t C Ong. 1s t Seas~., p. 2607.

2 A letter from Packard to Rivers confirming the request muade at
the meeting is inserted in the Ccntresil:onld Recordi, 9 October 1969,
p. 29429. Anl account of the meeting is reported in the 26 September
1169 idsue of Aerzfaoe Azjit.

3(aCotcojtoatonl ,ecoit, 3 October 1969, p. 28407.
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At that time, the IFA provision was silent on 7he subject of competi-

tion and was in that regard like any other authorization to commence a

"new acquisition program. It is doubtful, Luwever, that many congress-

men actually believed that the identity of the International Fighter

was yet undetermined. Rep. Robert L. Leggett (D-Cal.) was one who did

not, and offered an amendment to delete the authorization. Rep. William

Fitts Ryan (D-N.Y.), speaking directly after Rep. Sikes's statement that

the specific aircraft had not been stipulated, called the authorization

"an outright subsidy to a defense contractor--Northrop Aviation--to
I. 2build a modified F-5 fighter plane for sale abroad. Rep. Lawrence

Coughlin (R-Pa.) spoke in favor of the Leggett amendment and clearly

indicated his belief that the International Fighter was the F-5-21. 3

Rep. Leggett's amendment was defeated by a voice vote, however, and the

IFA authorization remained intact. 4

The conference committee charged with resolving differences between

the House and Senate bills added the competition requirement. (The

Senate version contained no mention of an International Fighter.) Sen-

ator John Stennis (D-Miss.), Chairman of the Senate Armed Services Com-

mittee, credited Rep. Rivers with "bringing up and discussing" the

iMost press accounts of the $52 million authorization identified
Northrop as the producer of the fighter. See, e.g., "House Group Scores
Fund Allocated to Fighter," The New York Times, 30 September 1969, p. 6.

•"• Conjressional Hlecord, 3 October 1969, p. 28407.

Rep. Coughlin referred to the unlabeled authorization as the "F-5
9procurement authoyization." Conjcesstobae 1 pco.d, 3 October 1969, pp.•,•S•.-., 28408-28409 .

4 The intensity of the animosity between Rep. Leggett and Rep. Rivers,
at whom this amendment was unquestionably aimed, is not apparent from
a reading of the debates. The 7 October 1969 issue of .. seros :'ao.reported that Speaker John McCormack (D-Mass.) requested that an exchange

involving Leggett and Rivers, called one of the most bitter confronta-
tions on the Rouse tloor in years, be deleted from the Conp.:szZ

Zn a several-minute-lcong speech by Rivers
Sattacking Leggett by name, Leggett's response, and a rebuttal by H. John

Moss (D-Cal.), representing the California delegation on behalf of
Leggett. The incident occurred on a day when Leggett and four other
Armed Services Conimittee members, Reps. Otis Pike (D-N.Y,), Lucien
Nedzi (D-Mich.), Charles Whalen (R-Ohio), and (now U.S. Senator) Robert
Stafford (R-Vt.), offered a series of amendments to delay or defeat
procurement of major weapon systems, one of which was the IFA amendment.

Vt.
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provision. The fact that it emerged from the conference committee

indicates that in any event Rep. Rivers did not oppose it.

The concern over whether the identity of the IFA was predetermined

was not clearly a product of widespread dedication to competitive source

selection per se. The IFA would not be used by the U.S. Air Force, a

fact prompting some congressmen to argue that it should go forward as

a private venture into the defense products export market. Along these

same lines, Sen. J. William Fulbright (D-Ark.), Chairman of the Foreign

Relations Committee, the overseer of MAP, was greatly disturbed by what

r! he saw as an indefensible usurpation of the jurisdiction of his commit-

tee, an attempt at "back door foreign aid." 2

Regardless of the nature of their dissatisfaction, critics of the

problem were not assuaged by the built-in competition requirement. It

probably did not sway very many from their telief taat Northrop's F-5-

21 and the IFA were one and the same. In the first place, the competi-

tion language in the law was tempered somewhar by the fo3 lowing passage

in the statement that accompanied the conference report:

The authorization would permit modification and/or in.xovement of
existing aircraft now in United States inventories or -a inven-
tories of aircraft furnished under the military assistance program.

Then, 11 days after the Authorization Act was sent to the President's

desk, the subject surfaced in the Department of Defense Subcouuuittee

of the House Appropriations Committee. Chairman George Mahon (D-Tex.)

still assumed that the aircraft authorized for funding was the F-5-21,

and he was not shaken after repeated denials by Secretary Laird:

Mr. MAHON. Now, changing the subject: The Freedom Fighter,
called the F-5, I believe, has been very much in controversy as
between the House and Senate, I believe.

Secretary LAIRD. Mr. Chairmau, I don't think the Freedom

Fighter should necessarily be tied to the F-5.

Mr. MAHON. Explain that, Mr. 3ecretary, please.

.ConyPz•Josonal H..,ord, 6 November 1969, p. 33389.
2.:.onjrs.uiTl Reoord, 1 October 1970, p. 34582.
3 N•" (.•nCoJ11,8,ina•)l. He,,oord, 4 November 1969, p)p. 32922, 12923.
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Secretary LAIRD. Well, there are several aircraft that can
be considered Freedom Fighters. The F-5 is produced by one con-
tractor. In the competition which has been ordered by the confer-
ence report on the authorization bill, we will not consider just
the F-5. If we go forward in this area--and I want to point out
that a decision has not been finally made on this program--under
the terms of the conference r-oort and the directions given us by
the conference we will go into competition. I would assume an air-
craft such as the stripped down F-4 would also be considered for
this particular role.

Despite Secretary Laird's answer, Rep. Mahon pressed on, inquiring about

earlier testimony by Air Force witnesses that the IFA requirement is

an outgrowth of Northrop's F-5-21 proposal (answer: "Air Force wit-

nesses were not speaking for the Department of Defense.") Several

more questions revolving around the F-5-21 followed. Finally, Rep.

Mahon observed that the Air Force testified that the F-5-21 could en-

gage the MiG-21 only in certain air-to-air combat situations. Then,

still assuming the F-5-21 was the IFA, he asked, "Rather than improve

an older aircraft which still will not be capable of matching the Mi(-

21 in most situations, should we develop [a new] economical superiority

I. fighter, such as the FXX concept proposed in a recent systems analysis

study?" Secretary Laird repeated his answer:

We agreed that selection of this aircraft will be under a compe.ti-
tive ptucess. The criteria have been defined already; that is,
it utust be relatively simple to operate and tnaintaitt, certainly
within the capability of Vietnateso .... It must be relatively in-
expensive. this is a Judgment tactor, hut, hopeutuly, sufficient
quantities could be produced to enable the cost ol less thian $2
million per aircraft, It must be equal to or *uperior to the liG-
21. Within the fraimework of thcsi guideline,,. specific technic.l
and optratLonal criteria will be developed. ag-4inst which the
competition can be Judged fairly on the merit, 'he telectiun ot
this aircratt has nut and will not be predetterminod.1

?Z

tho subject was dropped and thc IFA wari ultithtcly ttItwdrd (thuuý,h tnut

4Sa a lino item) to the lull extent Ut the FY 197U 4uthori4at4to.

Hllouse Couuittoe on Appropriations. Subco~atttee on boli, 2
L A:''"t f,,,d .',:j 91st Coni.. tist Soto., yrr 7. pp.

471)-4713.
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It is questionable whether there was any degree of rigorous competi-

tion. General Otto Glasser, Deputy Chief of Staff, Research and Develop-

ment, testified:

The only way zhat an aircraft company can be responsive to the
Request for Proposal that has been put out for this aircraft is
to take an existing airplane that he has available today, and
make modifications to it. Otherwise, he will not be able to meet
either the costs or the schedule' of the program and be competi-
tive.

2

The eventual competing aircraft were Northrop's F-5-21; Lockheed's CL-

1200 Lancer, a design loosely based on its F-104; LTV's V-1000, derived

from its F-3; and McDonnell Douglas's stripped down F-4. General James

Ferguson, Commander of AFSC, observed that each of the competing con-
3tractors had very similar aircraft then flying. One might quarrel with

General Ferguson's modifiers. The V-lO00 was inspired by the F-8 Cru-

sader, a heavier Navy aircraft first design•ed in 1954 for the competi-

"tion won by the F-4. Private estimates have gauged the V-1000's simi-

larity to the F-8 as about 50 percent. The CL-1200 had just the shape

of forebody of the F-104 and resembled a Starfighter even less than the
4V-1000 resembled the Crusader. The McDonnell Douglas entry was easier

to judge, as performance of a stripped-down airplane can he fairly ac-

curately predicted on paper. Actually, only Northrop had similar air-

craft in flight: earlier wdel% of the i'-S and a test-bed F-Sb with

iF viwere iisued on 26 F'brAary 1470. kesponses were due 48 days
lat-r, 6 AprZ. 1970. Acknowe--AgV that it was to be an 4dvanced State-
of-the-aet airplane, the Air Force nonetheless noted that the program
"iis tight enough that "no one with a new airplane or anyone t'fced with
a h]jor "•wdfiation can afford to get in." . . 12 March

• .. 1910.

"-ettate Ctjt=ttte oat ArwAed 54rvtees, Y' !.4 " .':!,; z. 4!:,,

............. ...'_ .. p. IOCI.

ty ditga, the coel~altty of pexn~tve •arti with the. F-1u.C ai;•,

I$ poreent or ftro. A.r~' . . 0 November 1970, Hiowvver. it
had a different onglne (the TV-1U-P-t-0 udod In the, F-IIVF) than either
the F .1.4k or F-IU4S. a high wvi•. a low tail, stc. the CL.-U1O0 *hould

ruot cotifu.ed utth thc Lkacer ver~iot (CL-1i()O) later entered in the
1 Li.tuaitht Flowor ,vmptt.
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the J-85-2l engine (to be used in tile F-5-21) installed and f lying

since April 1969. After selection of the F-5-21 (redesignated tile F-5E),

General Glasser testified as to the similarity with its predecessor:

The F-SE as you are aware, I am sure, is a derivative of the F-5A/B
that we have had for some time, and as such there is no develop.-
tnent, p.-r se, of this aircraft. What the F-5E is, is a compila-
tion, a consolidation of the various improvements that were put
into F-5S worldwide, some developed by foreign holders of these
aircraft. Together with the updating of the aircraft by the addi-
tion of thle -21 engine, which is simply a higher performance engine.
So what we have then is a modernized aircraft which is juar. a much
higher performing aircraft through this incorpcration of improve-

V ments. It is, therefore, a production aircraft. This is a bit
confusing because of the funding rules which require that thle test
aircraft and the conduct of the test be furnished with RDT&E funds.
But there is no development, per se, of this aircraft. 1

In terms of performance, the CL-1200 was judge~d by the Air Force
2to be superior, followed in order by the F-4, V-1000, and F-5-21.

Judged by cost, the order was reversed. (R&D costs, which had been

expected to vary from $5 maillion to over $100 million depeniding on thle

selection,* were obviously a major factor.) Un 22 November 1970, over

five months later than expected, Northrop's F-5E was designated the

International Fighter.4

The IFA competition provision in of intereat apart from its unique-

aess. Its enactment was not preceded by extensive or concerted advocacy

of competition in Congress (although pressure by the indostry against

giving Northrop a "sweetheart contract" cat, be presumed to have beeti

1House Committee on Armed Services, l'Y IPS )<.p'f''~ ~~
Hea-11id.92d (;un&., 2d Sess., p. 91193.

TetiWORY of t teral Glasser, House Committee oil Armed Service:,

4 p. 4393.
3Sciato Cotmittoid at Armed Services, .Y LP?.'. .4;., r~"

~ ~91st Coug., 2d Setws., p. 140.
4 t iii *ate to say that the reeult waes not it turpritic. 1hrough-

out the co~mpetition, a lidAding trade publication correctly predicted tht
outcoeu(= v z~>: 19 Novombt-r 1969, 6i April 1970). al0ttough it
alsoo speculated onl tile proe. and cous of each comptitor(A1:

S1.5 June WuT)-
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exerted). It is certain that no innovative or unuqual selection pro-

cesses were ever contemplated. lIn fact, there was general disinterest

*in the natu of the competition required. The acquisition itself did

* not particularly require competitive procurement Technical superiority

was a minor consideration (the U.S. Air Force was not going to use the

plane); the need was for a simple and non-"provocative"' aircraft. The

primary criteria were the speed with which Ielivery coutd be begun and

the itimiediate cost, neither of which is best served by compeýtitioni Jf

a single adaptable system is available. At the ctime the 1FA rompeti-

tion was held, one aircraft in production fit the bill. Moreover, the

Air Force had already spent mooney to test the required improvements,

and fliers fromn prospective user-nations (S. Korea, Tlaiwan) had already

fl~own the test-bed -21 aircraft. The competition requirement presumabiy

was unrelated to the technol.ogical and economic benefits conventionally

attributed to competition.

There was a good deal of opposition to the II'A program it its ini-

tiation. Much of it, when not a product of personality claslies, was

inspired by antipathy to the Vietnam War effort , or Lthe private export

nature of the program, or jurisdictional disputes internal to thet Con-

gress. Many in opposition were dissatisfied with what appeared to beA a windfall (or, as Rep. Ryan put it, a "subsidy") to a single contractor.
The staging of competition enhances the appearance of equity lin the
selection process (although non-covipetitive acquisitions art. not in-

hecently inequitable) and the desire for this ýAppeartnoe was at 1.!isst

as dtron~g as the desire for the other benefits of competition. It

seemtl to h~ave had that effect. 'There was tto floor debate on the con-

forence cotapromise (out of w-hich the requirement sprang) even though

there are indications that some congressmen equate~d the lEA with the-

Northrop F-5-11 even after the Authorization Act becam.e law. There is

altio little t-vidence of Any concerti abouti Ott- selvecton process per se

dowit the road. I ý#us, One visibli: accotapl1~ttnient ot the competition

proviaton wao the softening of criticiam leveled it the program through

Htowever. altteýr the e-intraet award to Northrop. at leant onte S@a114-
tot', John Towetr 1wTe~),I rtported to' have said that hits tcompetimig
comitituotit MTIV) shoiuld lisve woti. o;~ 1- '~ ,24 Nove-mbeý-r 1'flO.
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the creation of what was taken to be an equitable search for a supplier

of the aircraft. 1

THE "FLY-13EFORE-YOU-BUY" AiEN-DMENT

Each year dozens of amendments are offered in both houses of Con-

gresu during debates on the defense budget. Frequently, those that are

unsuccessful provide as valuable an insight into congressional attitudes

as those that are Incurporated into law. One such was Senator William

Proxmire's (D-Wisc.) "fly-before-you-buy" amendment to the FY 1971 DoD

Appropriation Authorization Bill.

In July 1970, the Blue Ribbon Defense Panel appointed by Secretary

of Defense Melvin Laird to study DoD procurement and management prac-
2

tices issued its long-awaited report. Among other things, it recom-

mended a new development policy for weapon zystems and other hardware

"to cause the reduction of tech,•ial. risks through: demonstrated hard-

ware before full-scale development i.nd to provide the needed flexibility

in acquisition strategies." The approach was popularly known as "fly-

before-you-buy."

"Fly-before-you-buy" did .,ot by any wons originate uith the Blue

Uibbou panel. The technique of building and testing a prototype to

;arrive at a production decision was the norm for aircraft development

ut.til just before World War II. However, prototyping in advaace of a

production decision was used infrequently in the Unitei, States during

the next three decades. by 1968. Perry noted that "conventional wisdom"

had it that "a prototyp 'as a rddundant and of;en costly a4junet to the

design and development proc . In part 'eoausd of work dint at kand,

" opinion to offered a* to the f ruesi of thc eopli•totu it-

s elf (whether the stipulated ground rules were followed) or w'icthr It
waA effective in generating technologicAl or uost-*aviugo bct•oittu.

"ýhluc Kibbon Dotoasa ?dnel,,.•',' =.. •'2 .. =• v.

*: he pat,,l was chatred by Ctlbert W. Fitthugh and itt report Ik often
roiorrod to as the Fitthugh Report.

R~obert Prrty. A4 ThV

,-atd Cotporat.on, iL1-5597-1-PR, July 19%. p. 1. -this lIs dn uuclaumI1IiJ
vtroion oi a report origijtlly I*,,Ad in April 1"d. Soo also Klen.

Aenau. Jr., and Shubart. A W 4n
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the late 1960s saw a regeneration of interest in "fly-before-you-buy"

proi~otyping. When the panel's report was published, the Deprirtment of

Defense was quick to endorse the recom~endation. At a press conference

on the eve of public release of the report, Secretary Laird annouticed:

There are many portions of this report that. of course, will be
implemented inmmediately. We have already started oii the proc-ureO-
ment recomaendat tons of this report. We will be following th'o

to implema&t in Lthe Uepar~tnent of Defense of flying before we buy.
Bluys that will be mnade vill be made on the 'fly-bcfore-youu-buy"
basis.-

The announcement received wide coverage by the newa maedia, as it ap-

peared to despcribe a "new" pol icy that seemed able to forestall future

procurement mistakeg. It had ramifi,!ations on the role of competition

in weapons procurement as well. Not only might it enhanco 1rivairous

selection2 when used with more than one contractor at a time (auother

panel recomm ndatiun) by providing the services with flyable models of

competing desigus, but it also conceivably cout ."' coastitutV an it-itial

step toward eveutually staging a new rou.nd -.if bidding for production

of the preferred protorype.

Within 4 month of the publication of the report, bv an awnmeneuta

to the FY 1971 Doi) App.-opriatiott Autbierizatioa hill. Settaror Pruviro

proposed that the Department it Otenae be requireod to report to ,a

grvss the deýgcee ta which "fly-before-you-buy" (as contemplatcd by the

panel 4And by seerozary Laivd's 6tamtowtt) Was 4 Plied to ttnAJot wteapot

uy,*zcmA iiw"f to i~ttt productio. The worditte of the emudmeut wai

(unclayovtiold version of 4 1963 report). Perry reeoý;t~s thtProwe-
typtur, 40 4 tert-a 01 ltcýh~atgedbl with fiy-bofore-yuu-buy Only when
the prduettott &4ýirsiu doos not pr-teede the pr oroyp, ov;Aluatiun. AU4
4e%:rdInly 6o votc% that orotoyptng. In~ gottcrnl, is nat Uthoreutly
iftoaptitIl; with a dovolipm,6-a ~sitrdgy *ucht as "totiol paekAgo pro-

'Trtote pittg" dki usdd twr4 onvisiotto a doAyod And depet,.-
ikut pro4uetiot doci~lela.

Ce.ittion UI which the entr~nmr tre vautd an both priel;
titd non-prilcd 1pundw. See pp. t-9i for 4 Jls~usklon ot doitl-tottl

rkib $om



-27- VA

largely taken from the panel report and thus incorporated an endorse- j
ment of competitive prototyping. The opposition to the amendment was
swift and strong.

The brief debate, which took place on the 14th and 17th of August

1970,1 revealed five arguments in opposition to the amendment. The

timing of the amendment was its first weakness. Senator Barry Goldwater

(R-Ariz.) complained that he had had the report in his briefcase for

only two weeks and had read just one-half of it. He expressed doubt
2that many other senators could have accomplished more. A group of

senators led by John Stennis argued that the amendment should first be

taken up by the Armed Services Committee (which would mean that it

would be enacted no 3ooner than the next year). Senator Stennis also

pointed out that inasmuch as it contained only recommendations, the
3report itself should be subjected to hearings by his committee. Sena-

tor Thomas McIntyre (D-N.H.) added that time should be given to DoD to

digest and comment on the recommendations before any of them were en-

acted into law. 4

Despite Senator Proxmire's reminders that his amendment only re--

quired a report and did not require sweeping ievisions or automatic,

funding cutoffs for non-compliance, some senators felt that the measure

was too extreme. Senator Goldwater, for instance, called it "the most

drastic change suggested in the Department of Defense since 1.947 when

the last changes were made in the Department of Defenfe."5 4
SSome senators simply believed the amendment was -unnecessarv. Sena- '"A.

,or Jack Miller (R-Iowa), for example, pointed out that the Senate was

weeding out untested weapons already, such as the Navy version of the

TFX.6 Senator McIntyre pointed to progress of another kind:

iongressional Record, 14 August 1970, pp. 29017-29018, 29039-
"29053; 17 August 1970, pp. 29201-29218.

2 Senator Goldw-Ler said, '"e cannot judge the soundness of the
Fitzhugh Report in debate because nobody knows enough about it, in--
cluding [Senator Proxmire]." Congressional Record, 14 August 1970, p.
29018.

3,
.ongrasionaZ Record, 14 August 1970, p. 29046.
Conjressional Record, 17 August 1970, p. 29208.

5Cormlressional Record, 14 August 1970, p. 29018.

,onjr eav.onal Record, 14 August 1970, p. 29052.
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The Cheyenne development cuntract, written several years ago. made
no provision for competitive prototypes, encouraged cost growth,
and allowed for much gold plating. The AX contract, on the other
hand, was soundly written, emphasized off-the-shelf technology,
and included a prototype flyoff.-

Additionally, several legislators objected to the amendment on the

grounds that it was too vague. Senator Goldwater thought the reference

to "goldplating" was unclear:

I think I have a vague idea of what the Senator means. But if we
extend the language as far as possible, I point out that we use
quite a bit of gold and quite a bit of goldplating. 2

Senator Stennis detected similar uncertainties. The amendment was ex-

pressly limited to major weapon systems, a term that Stennis argued

should not be left undefined. Moreover, he felt that use of the term

"advanced development stage" lacked precision:

[TIhis is a term for which there is no exact meaning so far as we
know, and I say that there is no way to get at it except to have
hearings and have the words defined, or a meanin8, a ceiling and
a bottom applied to the phrase by illustrations. 3

These reservations demonstrate that much of the opposition to the amend-

ment was grounded in non-substantive matters.

The favorable reference to competitive prototyping was also a

source of some disagreement and sparked the only discussion of the under-

lying policies. Senator Peter Dominick (R-Colo.) made the point that

"competitive prototypes are good on some weapons and bad on others." 4

Senator Miller added that "with some of the very expensive

Congressional Record, 17 August 1970, p. 29208.

Cungr6ssional Record, 17 August 1970, p. 29207.

fit 3 See the exchange between Sens. Stennis and Proxmire on this sub-
ject, Con qressio)nat Record, 17 August 1970, pp. 29204-29205.Jet Con7.2205

4 Sen. Dominick mentioned the Mark-48 torpedo program as a competi-
tive prototyping program that happened to have "one of the greatest
potential oveiruns of any weapon system program presently underway."

g.'ongressional Record, 17 August 1970, pp. 29209-29210.

- . . ..:
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sophisticated weapon systems," competitive prototyping might be frus-

trated by "the limited number of contractors who could even be inter-

ested in a particular weapon system." Senator Proxmire's response was

to concur but also to recall that under the proposed amendment, "all

they [DoD] need to say is, 'It is not appropriate here; it is not fea-

sible. We have tried this kind of thing before and it does not work

well."'
3

The Senate rejected the amendment by a Vote of 43-22. A summary

of the reasons for its defeat includes the feelings that the amendment

was premature, too drastic, unnecessary, vague, and inflexible. Al-

though it did not provoke a Eubstantial exchange of views on the funda-

mental questions presented, the amendment is of note as a first indi-

cator of a growing awareness in the Congress of the need to improve

the process of acquiring weapons.

MANDATED COMMONALITY: NAVY AIR COMBAT FIGHTER

Competitive prototyping has since been embraced verbally by vir-

a.ttlly everyone concerned with the weapon systems procurement process,

and of course it has also been pu• into use 'though rarely extended

into the full-scale development phase). The first two post-1966 pro-

grams to feature competitive prototypes, the Air Force's A-X and Light-

weight Fighter (LWF) programs, have been subjected to some preliminary

analysis at Rand and elsewhere. More interesting in the context of

this report is the Navy's search for a lightweight, low-mix tactical

aircraft.

The outstanding characteristic of Congress's role in what has be-

come the F-18/A-18 program is its insistence on a course of action that

has necessarily restricted competition for the contract award. The

insistence has taken the form of denial of Navy requests for funding

of new design competitions of its own and attempted consolidation of

the Air Force and Navy efforts to arrest their declining inv3ntories

qý l 's•sOf•ul! Ho( ,rd, 14 August 1970, p. 29051.

.•./,V,'.• U.' .i','•,i, 17 August 1970, p. 29210.

M3 embers oi the Armed Services Committee were generally opposed.
Ten voted no, three voted yes (five did not vote).
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of fighter aircraft. Specifically, the report of the conference commit-

tee on the FY 1975 DoD Appropriation Bill contained this directive:

The Managers are in agreement on the appropriation of $20,000,000
as proposed by the Senate instead of no funding as proposed by the
House for the VFAX aircraft. The conferees support the need for
a lower cost alternative fighter to complement the [Navy's] F-14A
and replace F-4 and A-7 aircraft; however the conferees direct
that the development of this aircraft make maximum use of the Air
Force Lightweight Fighter and Air Combat Fighter technology and
hardware. The $20,000,000 provided is to be placed in a new pro-
gram element titled "Navy Air Combat Fighter" rather than VFAX.
Adaptation of the [yet-to-be] selected Air Force Air Combat Fighter
to be capable of carrier operations is the prerequisite for use
of the funds provided. Funds may be released to a contractor for
the purpose of designing the modifications required for Navy use.
Future funding is to be contingent u~on the capability of the
Navy to produce a derivative of the selected Air Force Air Combat
Fighter design. 1

This section examines this episode by pinpointing the times when compe-

tition might have been considered and identifying the considerations

that militated against its use.

The Navy's air superiority, combat air patrol, and intercept voleh

are performed by the F-14 Tomcat. The high cost of the F-14A and its

Phoenix weapon system contributed Lo (and then in turn was exacerbated

by) contractual difficulties with the prime contractor (Cruximian Corp.)

and stimulated the Navy's search for a low-cost fighter to bolster its

declining force level. In 1973, Deputy Secretary of Defense William

P. Clements proposed that prototypes of a stripped-down F-14A (called

the F-14X), a Navy version of the F-15 Eagle (designated the F-15N),

and a stripped F-4 Phantom be developed as posuible alternatives to
2

follow-on F-14s. This proposal, involving an initial request of $150

million and a total cost of either $250 million (the estimate of Secre-

tary Clements) or over $367 million (the estimate of George A.

U.S. House of Representatives, . ; ns: "'$ , '1 6.

part•',en of" lXd,' '; ,!.. (Conferen'e Ruport and Joint Explanatory
Statement), R. Rpt. No. 93-1363, 93d Cong., 2d Sesw., 18 September 1974.
p. 27.

UOriginal Department of DUdetwe plans called for a fly-off.
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1 I

Spangenberg), was denied by the Senate Armed Services Committee as "too

costly and of questionable value." 2 A conmmittee statement accompanying

the FY 1974 DoD Appropriation Authorization Bill when it was reported

to the Senate floor read:

The cotmmittee believes the Navy should examine the potential of a
completely new aircraft as a possible alternative tc the F-14 in
the out-years. The Navy should obtain proposals to determine if
a smaller and presumably cheaper aircraft can be designed to serve
as an air superiority fighter to complement the F-14. Once this
determination has been made, the committee desires to receive the
Navy determination, including the costs of such alternatives as
well as a technical evaluation. 3

The Navy's response was the formation of a study group (Navy Fighter

Study IV), utnder Commander (later Captain) Jerry O'Rourke, to examine
4

the potential of a lightweight fighter to be the F-14 complement.

iThe study was actually a continuation of one that had investigated the

lightweight V/STOL fighter. In November 1973, the O'Rourke group re-

comuninded development of a new fighter, with both carrier compatibility

charactertstics and the capability to perform some attack missions. As

Director of Evaluation Division, Naval Air Systems Coimmand, 1957-
V 1973.

2 According to Sen. Howard Cannon (D-Nev.), chairman of the Tactical
Air Power Subcorunittee of the Anred Services Comnittee. Senate Commit-
tee on Armed Services, Subcommiittee on Tactical Air Power, YY !j"d ,
-. ; o' L .. 'YL ... ,, .. ,,':,, 93d Cong., 2d Sess., p. 5093.

3 Senate Committee on Armed Services, .Xc: _,!'. (:: ?'Y I A.'
:t~~z_:,• :••.:.:•: " ,, :: ),S. Rpt . No. 93-385, 9 id Cong.. lst Sess. ,

6 September 1973, p. 10.
4 this idea was discussed in Congress two years earlier. Oti 26

September 1971, Sen. Proxmire proposed that the F-14A be cancelleu and
replaced by a competitive prootyupe fly-off program for development of
a lightweight air superiority fighter. Sen. Cannon eudorsed the idea,
but 4s a twans to find a compltment to the F-L4, arguing that the need
for tho F-14 was Illugtrated by the fact that the lightweight F-104 was
able to gain only a draw with a HiG during itR limited action (2,469
combat iorties botwteen April and No.-ember, 1965) in Vietnam. A kimilar
proposal by Rep. William 4oorhead (D-Pa.) was rejected by the flouwe in
November 1971. Oppobition was led hy Appropriations Committee Chairmian
pý,.'rge ýtMahon 'O-Tex.), who pointed to the $16 "tillion in the L.WF program
and -a9.-t, d thAt it might produce an aircrift compatible to both
tervices.
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an "interim" measure, it also proposed the F-14Xs be procured. The new

"aircraft, first designated the VFX, became known as the VFAX. 1

• •This conclusion foreclosed three other avenues. The O'Rourke group

eliminated proposals based on the F-15N and tbh F-14X (probably with
2

reluctance). It also rejected some proposals based on the LVF proto-

types being developed for the Air Force. The requests in the FY 1975

DoD budget for $34 million for VFAX R&D and an additional $36 million

for the missionized version of the LWF, called the Air Combat Fighter

(ACF), ran into immediate trouble. The feeling in Congress was that

funding of two seemingly parallel efforts smacked of duplication. (In

January 1972, the Air Force issued RFPs for a Lightweight Fighter.

Three months later General Dynamics and Northrop were selected to build
"3"experimental prototypes." In February 1974, Defense Secretary James

X.; Schlesinger announced the decision to pursue a missionized version of

one of the two aircraft.)

The task of justifying the two programs fell first to Malcolm

Currie, Director of Defense Research and Engineering. He told the

House Defense Appropriations Subcommittee:

I do not believe that it will be possible to build a low cost
fighter that will fulfill both the Navy and Air Force requirements.
The mission of the VFAX and the air combat fighter are sufficiently
diverse to preclude one airplane from being completely suitable
for both Services. 4

Currie's position was that the Navy would use the LWF technology and

would probably receive scaled-up versions of the LWF prototypes in

Just is all unnecessary name change would plague the Navy later
un, this one was a source of a good deal of confusion in Congress.
The change, which was made by OSD on 2 May 1974, was explained as neces-
sary to reflect the fighter-attack nature of the aircraft.

The Navy must certainly have been attracted to the stripped F-14
idea since it would have meant lower unit costs fcr the mainline ver-
sion, in addition to lower O&M costs. The study group did recommend
purchase of sote F--14Xs (minus the Phoenix system) but not as the
principal compleamot to the F-14As.

J The other competitors were Lockheed, Boeing, and LTV Aerospace.
4
H4 louse Comittee on Appropriatit.us, Subcommittee on Department of

i(d eue•e. FY 19765 DoD App','opriatiopt, Hlezri'•ji, 93d Cong., 2d Sees., p. 583.

- 'N
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the envisioned VFAX design competition, but that one aircraft could not

serve as both the ACF and The VFAX.

Navy witnesses were questioned in more detail about the factors

that supposedly precluded procurement cowm~onality. The VFAX was re-

peatedly characterized as an aircraft that would replace the F-4 in

the Navy inventory and also assume the vHr-to-ground role of the A-7.

"The characterization, while accurate and necessary, added to the Navy's

troubles, for the Phantom and the Corsair are the quintessence of inter-

service commonality in the eyes of Congress. When confronted with this

view, the tone of Vice Admiral W. J. Moran, Director of RDT&E in the

Office of the Chief of Naval Operations, was almost one of resignation:

Admiral MORAN. There is money to be saved in the commonality
that you mentioned, but in trying to tie them together as a joint
development program, it has been my experience that when the divi-
sion occurs, as it seems to occur inevitably, or when the change
in priority requires one service to wish to accelerate or another
service wants to decrease its support of the program--when that
occurs you have a program that somehow seems to require much more
top management attention to try to keep it in order and keep it
running smoothly, all of the top management located in Washington.

Mr. FINE [Hyman Fine, Professional Staff Member, R&D Subcom-
mittee, Senate Armed Services Committee]. You would agree that
the F-4 and A-7 are two fine examples of where one service has
made very fine use of another service's development?

Admiral MORAN. I think they are fine examples of that. They
are not the kind of joint program discussed .... I am just as much
a bo.liever as anyone else in trying to get the most that we can
out of our R&D money as rapidly as we can, and I am a great be-

½ lievcr in the approach you mentioned in the A-7 and F-4 having
one service develop completely a piece of equipment and the other
service buying it and using it.

Mr. FINE. Perhaps that might be the better answer, to turn
*1 down the Navy request and let the Air Force develop something that
, might be adaptable to the Navy use.

Admiral MORAN. Well that may be.

Admiral Moran persevered in outlining the difficulties in this particular

'Senate Committee on Armed Services, Subcommittee on Research and
CDevelopment, Pp. 24 1-1., t )1 .4 1, 4, 93d
Cong., 2d Seas., pp. 2418-2419.
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case (comparing it to the F-401 engine joint development) and the dif-

ferences from the A-7 and F-4 experience. He recognized the Congress's

interest and contrasted it with his own:

jt A common aircraft is desirable for cost savings of higher produc-
tion rates. The difficulty, notwithstanding my previous comments
as to different priorities, is with the word common and not the
desire. 1

Despite these efforts, the Navy's attempt to win approval for its

own development program failed, and in the end the Congress mandated

commonality with the Air Force program in the conference committee

language quoted above (which also changed the name of the VFAX to the

Navy Air Combat Fighter--NACF).

The Air Force source selection of the ACF in January 1975 seem-

ingly also decided the matter for the Navy. Selection of a Navy version

-:! of General Dynamics's F-16, for which the prime contractor would be

LTV Aerospace Corporation, appeared assured. (At the time, the Navy

also had a proposal from McDonnell Douglas based on Northrop's YF-17.)

However, the day after the F-16 announcement, Secretary Schlesinger

Sstated that the Navy was still free to choose a fighter that would be

"most appropriate in terms of resources and effectiveness." (The

Navy had not at that time completed its analysis of the ACF-based pro-

posals, one from McDonnell Douglas/Northrop and three from LTV/General

* , Dynamics.)

On 7 March 1975, Deputy Secretary of Defense Clements wrote to

Sen. John McClellan (D-Ark.) and Rep. Mahon, chairmen of the Senate

and House Committees on Appropriations, advising them of the status of

the Navy evaluation of the NACF proposals. He said that the Secretary

of Defense had instructed the Navy to keep its evaluation of but,. firms'

proposals in a fully competitive atmosphere.

% .e Navy later asserted that replies indicating unqualified ap-

proval were received. Actually, Rep. MIahon, in a 'Letter of 13 March

•l' ,, p. 2419.

, : ),• z, 15 January 1975, p. 73.

2Z
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1975, replied that he had no objection to the approach set forth, but

peinted out that the defense subcommittee "expects to carefully review

the FY 1976 funding requests [and that he] could not comment on possible

Committee action on the FY 1976 request." Sen. McClellan, replying

to Clements on 17 March 1975, expressed no objection but added:

I understand that you will notify the Committee of a final selec-
tion in May so that the Committee will have the necessary informa-
tion during consideration of the fiscal year 1976 request for the
Navy Air Combat Fighter.I

The replies might be more correctly characterized as deferrals to their
2

committees of the question of approval or disapproval.

On 2 May 1975, the Navy announced that it had selected a modifica-

tion of the McDonnell Douglas/Northrop entry, a decision that was bound

from the start to be plagued with trouble. Strictly speaking, the FY

1975 DoD Appropriation Bill conference report required the Navy to use

(1) the technology of the Air Force's LWF prototypes, and (2) a deriva-

tive of the ACF chosen by the Air Force. The Navy seemed to have fol-

lowed the first directive by considering only proposals based on the
3LWF designs. However, once the Navy concluded that none of the designs

based on the F-16 were suitable for carrier operations, the second direc-

tive began to fall by the wayside. Rather than return to Congress with

the news of the failure of the F-16 derivatives, the Navy continued ii

analysis of the YF-17 and finally decided that the YF-17 derivative

would be acceptable if certain modifications were made to accommodate

an improved version of the General Electric J-lOl turbojet engine,

called the F-404. Compounding what was already a risky decision, the

iQuoted in Congressional Record, 25 July 1975 (daily ed.), p.
H7581.

I2
2 All three letters are reproduced in Senate Committee on Appro-

priations, Lightweight Fighter Program, !earings, 94th Cong., 1st
Sess., pp. 44-45.

3Although one of the three proposals submitted by the LTV/General
Dynamics team was a completely new aircraft rather than a modified
F-16.

t
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Navy decided that the structural changes were such that the new designa-

tion F-18 was more appropriate than F-17. Thus, on the surface, it

appeared that the Navy had not followed either of the two directives.

If the decision provoked immediate dissatisfaction or disapproval

in the Congress, it was not voiced. The first party to be publicly

outraged was the prime contractor of the losing design team, LTV Aero-

space Corporation (now called Vought Corporation). On 9 May 1975, LTV
2 3filed a formal protest with the General Accounting Office contending

1A comparison of the YF-17 and F-18 shows the following differ-

ences:

Characteristics YF-17 F-18

Weight, empty 16,940 lb 20,583 lb
Weight, takeoff

(air superiority mission) 25,500 lb 33,642 lb
Length 55.75 ft 55.6 ft
Wing span 33 ft 37.5 ft
Wing area 350 ft 2  400 ft 2

Horizontal tail area 85 ft 2  85 ft 2

Vertical tail area 104 ft 2  104 ft 2

Speed brake area 12.9 ft 2  13 ft 2

In addition, the F-18 contains a larger radar with more capability
and improved functions, extra graphite composites, increased computer
capacity, Spqrrow medium-range air-to-air missile capability, and "ac-
curate" (vs. YF-17's non-"accurate") attack avionics. The new F-404
engine (a derivative of the J-l0l) has the following changes: a 13
percent increase in airflow, improved component efficiencies, a 50*F
increase in both maximum turbine inlet and maximum afterburner tempera-
tures, increased maximum nozz~le area ratio, increased bypass ratio, a
7 percent increase in weight, a lower stall margin, and a 5 percent
increase in cost.

2A supplement to the protest was filed on 3 June 1975.
3The Code of Federal Regulations allows an "interested party" to

protest the award (or proposed award) of a contract by or for a govern-
ment agency whose accounts are subject to settlement by the GAO. 4 C.F.
R. 920.1(a). During FY 1971, the GAO rendered 715 protest decisions,
of which 496 (69.4 percent) concerned the Department of Defense or one
of the services. The GAO claimed its authority to consider protests
and issue decisions that are binding on procuring agencies derives
from the settlement of public claims and accounts power granted in the
Budget and Accounting AeL of 1921, 31 U.S.C. §§71, 74.
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that the Navy violated clear congressional directives, as well as its

own ground rules for competition, by selecting the F-18. 1

There were a few unsuccessful efforts to legislate alterations
2

in the program but in the end the Congress chose to await the resolu-

tion of the protest by the GAO. The General Accounting Office denied

the protest of LTV on 30 September 1975 and held that the short-term

sustaining engineering contracts to McDonnell Douglas ($4.4 million)
3

and General Electric ($2 million) were legal. The decision is out-

lined in the Appendix. Very briefly, with regard to the conference com-

mittee language conditioning funding on the selection of an ACF deriva-

tive, the decision held that disregard of such a non-statutory directive

risked strained relations with Congress, but not legal sanction. The

protest involved only the initial development contracts. The issue

of full-scale development was untouched; responsibility for that de-

cision still resided with the Congress.

The day after the GAO decision was handed down, the F-18 came

under fire in the House. During debate on the FY 1976/197T DoD Appro-

priation Bill, Rep. William Chappell (D-Fla.) offered an amendment to

strike from the bill the $58.2 million allotted for F-18 R&D and long-

lead-time procurement (preserving the $64.2 million appropriation for

the engine development)-. A distillation of Rep. Chappell's introduc-

tory remarks reveals two basic arguments against continuing the F-18

development: its cost and its capability. In support of the first,

iThe entire substance of the protest, while deserving of careful
attention and critical analysis, is tangential to the focus of this
inquiry. A detailed outline of the issues raised, the opposing argu-
ments, and the conclusions of the GAO is contained in the Appendix.

2 The most notable of these were (1) a proposal by Sens. Lowell
Weicker (R-Conn.) and Lawton Chiles (D-Fla.) to fund simultaneous de-
velopment of the F-18 and a Navy derivative of the F-16, and (2) an
amendment to the FY 1976/197T DoD Appropriation Authorization Bill,
offered by Sens. Proxmire, John Tower (R-Tex.), and Lloyd Bentsen (D-
Tex.), to suspend F-18 funding until the GAO decision. This language
was deleted in conference. House of Representatives, [FY 1976/197'T
DoD Appropriation Autdhorization Bill, Confereance Report], H. Rpt. No.
94-488, 94th Cong., tst Sess., 18 September 1975, p. 45.

355 Comp. Gen. "'07 (1975). The text of the decision is printed
in Conjrc:snonalIYRood, I October 1975 (daily ed.), pp. H9397-H9405.
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two points were made: (1) The Navy had described as equal cost alter-

natives a force of 224 F-14s, 202 A-7s, Pnd 806 F-18s, and one composed

of 744 F-14s and 450 A-7s, indicating F-14s and A-7s could be purchased

at costs equal to the proposed F-18 buy without sacrificing numbers;

and (2) there were hidden R&D costs in the F-18 program owing to the

plans for three versions of varying configurations (fighter, attack,
1

and reconnaissance). In support of the second argument, Rep. Chapp-ci

said,

If we want the most capability for our money we should adopt this
amendment and have the Navy come to -s with its best alternative.
It might yet be [an]other F-18. If so, I would support it. But
let us go through the regular legislative process and get the best
capability we can for the Navy and this country.

By "regular legislative process" he presumably was including an industry-

wide design competition accompanied by appropriate congressional hear-

ings.

A survey of the sentiments expressed by other supporters of the

amendment includes the following:

1. The F-18 program lacked sufficient competition (F-18 is only

a paper airplane; there are no flyable alternatives; can it

be the best without a design competition?); 2

2. The Conference Committee report was ignored (Navy should have

returned to the Armed Services Committee rather than proceed

with F-18; allowing the program to continue will give execu-

tive agencies carte blanche to violate specific directives); 3

3. No hearings were ever held on the F-18 (Congress doesn't know
4

enough about it); and

1 CngressionaZl Record, I October 1975 (daily ed.), pp. H9377-H9378.
2See speeches by Rep. J. Kenneth Robinson (R-Va.), ibid., p. H9383,

and Rep. Dale Milford (D-Tex.), ibid., p. H9391.
3 See speeches by Rep. Jack Edwards (R-Ala.), ibid., p. H9384, Rep.

George Mahon (D-Tex.), ibid., p. H9385, and Rep. Milford, ibid., p.
H9390.

4 See speech by Rep. Thomas J. Downey (D-N.Y.), ibid., p. 119390.



-39-

4. The selection procedure was inequitable (all aircraft manu-

facturers did not have an equal opportunity to compete).

As is often the case, few spoke in opposition to the amendment. Among

the arguments advanced were (1) cancellation of the F-18 would result
2

in an inexcusable time slippage, and (2) the Navy properly refused to
"adhere blindly" to the congressional directive and instead sought the

3best design available. A vote was taken the same day and the amend-

ment was rejected by a vote of 243-173.4

When the Senate considered the FY 1976/197T DoD Appropriation

Bill, the subject resurfaced. Senator Barry Goldwater (R-Ariz.) intro-

duced an amendment similar to that of Rep. Chappell. Senator Goldwater

seemed to object to the F-18 program from a different perspective:

My primary concern about the F-18 program is the way it came into
existence. It is not an aircraft that was selected as a result
of an industrywide competition. Rather, it is an aircraft that
is about totally outside of what I consider to be normal or cata-
blished procurement procedures .... I believe that through a proper
competitive program, the relatively small cost of recompeting this
aircraft will be more than offset by a total program cost that
will be less than is now estimated for the F-18 program. Surely,
we can do no less than to assure ourselves and, more importantly,
the taxpayers, that the best fighter aircraft that industry can
competitively provide is obtained. 5

Sen. Goldwater was the only Senator to speak at length for the amend-

ment. Opponents advanced three arguments, all centered on the time

delay involved in a recompetition: (1) force modernization is required

iSee speeches by Rep. Mahon, ibid., p. H9385, and Rep. Milford,
ibid., p. H9391.

2 See speech by Rep. Robert L. F. Sikes (D-Fla.), ibid., p. H9379.
3 See speech by Rep. Silvio 0. Conte (k-Mass.), ibid., p. H9381.
4Ibid., pp. H9407-H9408.
5Congressional Record, 13 November 1975 (daily ed.), pp. S2004,

52005.
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1 2
now, (2) recompetition would mean large cost escalation, and (3) no

3design could be very much better than the F-18. The amendment was
4defeated, 64-19, the day after this debate; the F-18 Navy Air Combat

Fighter had cleared a major obstacle.

There were two points in the NACF program at which the Congress

had the specific option of making the NACF a conventional design com-

petition. The first was in September 1974 when the Navy was directed

to adapt the aircraft that was soon to be designated the Air Force's

Air Combat Fighter. The basis for this decision to seek commonality

is not difficult to identify. House Appropriations Committee Chairman

George Mahon (D-Tex.) later said,

The objectives of the conferees were simple: By obtaining the
maximum commonality tn the development and production of Navy
and Air Force lightweight fighters, significant cost savings
could be purchased to meet the very significant Soviet threat
because of the lower unit cost. The strong possibility of sub-
stantial foreign sales increased the attractiveness of the
program.

5

The second point came in late 1975 when the Congress voted down pro-

posals to cancel the F-18 program and recompete the requirement. This

decision was over a year later and consequently was influenced by a

different set of factors, including (1) the Navy's strong, if sudden,

support for the F-18, (2) the feeling that it was the best system in-

dustry could provide, (3) a general reluctauce to cancel or restart

ongoing programs, (4) satisfaction with the amount of competition and

prototyping in the program's history (bolstered by the outcome of the

LTV protest), and (5) concern for the effect of recompetition on the

Navy force structure.

iSee speeches by Sens. John Glenn (D-Ohio) and Roman Hruska (R-

Neb.), ibid., pp. 2008-2009.
2 See speech by Sen. Robert Dole (R-Kans.), ibid., p. S20014.
3 See speech by Sen. Howard Cannon (D-Nev.), ibid., p. S20011.
4Congressional Record, 14 November 1975 (daily ed.), p. S20134.
5 House Committee on Appropriations, Subcommittee on Department of

Defense, FY 1976/197T DoD Appropriations, Hearings, 94th Cong., let
Sees., Part 9, p. 264.
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"THE TECHNICAL DATA PACKAGE PROCUREMENT REQUIREMENT

Common to proposed strategies for injecting price competition into

weapon systems acquisition is the necessity to have built into the de-

velopment contract a provision for governmental acquisition of rights

in a specially defined data package. For example, one such strategy

1
is directed licensing, a working definition of which follows:

Briefly, the directed licensing concept consists of having the

government obtain from a weapon system developer, at the time of

issuance of the initial development contract, rights in data and
an agreement to license whomever the government designates to

p produce the weapon system during any or all production runs, fol-

lowing initial production by the developers. 2

-Directed licensing also requires that the developer agree to provide

the necessary technical assistance to get the new contractor into pro-

duction, but the main feature is the transferability of the data pack-

age.

The FY 1976/197T DoD Appropriation Authorization Bill as formula-

ted in the House Armed Services Committee required (in Section 712) the

Department of Defense to purchase all designs and data necessary to

manufactui-e major weapon systems costing $100,000,000 or more to de-
3

velop or procure.

P iFor a thorough analysis of the subject, see Gregory A. Carter,

1.) -t"'! bia-oo~wiri;: An Az'a!-ua tion )Jf a P-rop'osed Toechnique for keduc-
irii th' 'roo••r•ment (ost of "Ai,:maft, The Rand Corporation, R-1604-PR,

December 1974.

2 bi'd., p. 3. "The Carter report is primarily concerned with the

situation where there has actually been some production by the developer.
That the technique can be used in other situations is acknowledged,

however

3 Sei.tion 712 of H.R. 6674 read: "Section 2386 of the title 10,
United States code, is amended--

"(I) by striking out 'Funds' and Inserting in lieu thereof '(a)

Except as provided in subsectioti (b), funds'; and

"(2) by adding at the end thereof of the following new subsection:
(b) (1) Except as provided in paragraph (3) of this subsection, funds

appropriated for a military department available for the development

and production (whether by domestic or foreign contractors) of any
,rijor weapon system shall be used for the acquisition of all manufactur-

ing data relating to such system which is originated by the contractor

-;-,7
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The Department of Defense was required in nll cases to purchase

all of the data and information required to maintain and modify these

weapon systems, but the requirement regarding purchase of designs and

data necessary to manufacture the system could be waived with the con-

currence of both the House and Senate Armed Services Conmnittees.

By way of explanation, the committee report stated:

The purpose of this section is to standardize the Department of
Defense in its contractual relations. The Army always purchases
manufacturing data; the Air Force always includes an option to
buy this data in their contracts; and the Navy has no established
policy.

1

As for why the committee chose this policy to become uniform, the re-

port contained the following:

during such development or production.
"(2) Each contract entered into by any military department after

the date of the enactment of this subsection for the development or
production of any major weapon system shall contain provisions neces-
sary to carry out the purpose of paragraph (1) of this subsection, in-
cluding conditions under which the contractor agrees to waive any pro-
prietary rights he may have with respect to any manufacturing data.

"(3) Any military department may, at any time after the initial
development and testing of any major weapon system, request to waive
the application of paragraph (2) of this subsection with respect to any
manufacturing data which may be originated during the further develop-
ment or the production of the system, except for such manufacturing
data as may be necessary for the maintenance and later modificetion of
such system. Before any military department exercises any waiver pro-
vided for in this paragraph, the Committee on Armed Services of the House
of Representatives Lid the Senate must first be notified of the reasons
for the waiver and each committee must concur therein.

"(4) As used in this subsection:
"(A) 'manufacturing data' means all data (including, but not

limited to, necessary drawings, test data, reliability data, system
acceptance methodology, and related computer applications) which
is necessary to carry out the manufacture, maintenance, and modi-
fication of the major weapon system concerned; as is in a form suf-
ficient to enable any other person or agency to produce, maintain,
or modify such system.
"(B) 'major weapon system' means any weapon system the estimated
cost for the development or production, or both, of which is not
less than $100,000,000."

'louse Committee on Armed Services, Report and Additional Separate,
MiWný)ty, SupZmentaz[ D1esoenting and Additional Views, FY 1976/197T
VoV A!,propriation Authortzation Bill, H. Rpt. No. 94-199, 94th Cong.,
1st Seas., 10 May 1975, p. 92. '
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The Committee's prime concern here is the ever-increasing cost of
weapon systems. The present high rate of cost increase cannot be
reduced nor revised without offering the greatest flexibility to
the Services in procuring weapons. The Committee wants the Services
always to have available the option to procure weapons from multi-
ple sources. Further, the Committee believes that it is imperative
that the Department always have the information required to inde-
pendently modify and maintain their weapon systems.1

More-details on the evolution of the provision are lacking. It

originated in the House Armed Services Committee but did not come up in

the hearings held on the bill. When the bill was debated on the floor2

of the House it received no attention. The bill as passed by the Senate

on 6 June 1975 did not contain the language of Section 712, and the de-

bates featured no reference to it. In conference, the language was3
stricken from the final bill. However, the conferees, driven by the

Senate members' view that the House language was "a highly complicated

matter with profound implications," directed the Department of Defense,

with GAO participation, to conduct a study of the issue and report the

results and recommendations for new policies and procedures in time for

consideration in connection with the FY 1977 Authorization Bill. 4

The study was undertaken by the Joint Logistics Conmanders (JLCs)

Task Group and was reported to Congress in February 1976 under the

title of Report of Ad Hoc Group on Study of Technical Data Packages.

The group concluded:

The present procedures delineated in DoD Instructions 5000.1 and
5010.12 and ASPR clauses as promulgated in service directives are
adequate and provide a continuous, coherent line of progression to
the individual procurement/buying offices .... These procedures pro-
vide the Department of Defense with the needed flexibility to ob-
tain the information required to independently modify and maintain
their weapon systems as desired by Congress.

lIbid.

2 See Congressional Record, 15 May 1975 (daily ed.), pp. H4082-
H4116; 19 May 1975 (daily ed.), pp. H4190-H4212; 20 May 1975 (daily ed.),
pp. H4405-H4455. The bill passed, 332-64, on 20 May 1975.

3 U.S. Congress, House of Representatives (FY 1976-197T DoD Appro-
prciation Authorization Bill, Conference Report), H. Rpt., 94-488, 94th
Cong., 1st Seas., 18 September 1974, pp. 67-68.

4 [bid.
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The policies and procedures of the services are uniform and consis-
tent. Competition is practiced on total systems where circum-
stances dictate that the best interests of the government are
served. In almost every instance subsystems or components, as a
minimum, are produced competitively. With respect to technical
data the policy is to procure minimum essential data consistent
with its intended use. To require purchase of complete TDPs for

all procurements over a fixed amount would be costly of itself

and would not insure a competitive environment .... The existing

legislation with respect-to technical data acquisition is adequate

and provides the DoD with the essential flexibility to make value

judgments on a case by case basis thereby procuring military hard-
ware at least cost to the government. 1

It was recommended that no additional legislation with respect to ac-

quisition of TDPs should be considered, that current data acquisition

policies and procedures in the DoD should be retained. Following the

submission of this report, the House of Representatives included a re-

written TDP provision (Section 705) in the FY 1977 DoD Appropriation

Authorization Bill:

After September 30, 1976 all contracts for the development or pro-

curement of major weapon systems entered into by the military de-
partments shall include a deferred ordering clause permitting the
procuring authority to purchase technical data packages, and com-
puter s~oftware when required, or in the course of contract per-
formance or for purposes of reprocurement of major weapon systems
or subsystems from competitive sources. Exceptions to the inclu-
sion of the deferred ordering clause may be made by the procuring
authority in appropriate cases but only after giving due notice
to the Committees on Armed Services and Appropriations of the
House and Senate and a full explanation of the reasons for the
exception.

The revision was made in the House Armed Services Committee and, just

as during the previous year, the subject of TDPs did not come up in

floor debates.
2

At this writing, action on the TDP Procurement Requirement is in-

complete. It is likely that t'he Congress will retreat from the position

lleport of Ad iHoi:- (houp onz Situdy of Technicat Data Pazckages, Feb-
ruary 1976, p. 30.

2 See Congrevaional Record, 8 April 1976 (daily ed.), pp. 3066-

3124; 9 April 1976 (daily ed.), pp. 3160-3200.
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taken by the House Armed Services Committee in 1975; lack of a require-

ment for purchase of data packages reduces the probability that price

competition will soon be introduced into the acquisition of major sys-

tems.

OTHER EFFORTS

The four cases discussed above are by no means the only ones that

bear on the question of competitive source selection. Within the appro-

priations process, other relevant actions typically fall into three

classes. One is the authorization or appropriation ceiling. Annually,

there are proposals, usually in the form of amendments from the floor,

to limit authorizations or appropriations to a dollar amount or a speci-

fied percentage of the previous year's figure. Sometimes, the scope

of the ceiling's application will reveal policy preferences. An example

is Section 403 of the FY 1970 DoD Appropriation Authorization Act, which

put a 93 percent ceiling on IR&D expenditures but exempted competitively

awarded contracts. There is also the recently popular interservice fly-

off strategy, which finds Congress insisting, usually in conference re-

port language, on a "fly-off" involving two existing weapon systems--
1e.g., the A-lD and A-10. Finally, it is not unusual for Congress to

take what is inherently a "half-way" measure--the passage of an addi-
2tional reporting requirement that may reflect policy judgments. The

Proxmire "fly-before-you-buy" amendment is an example. Another is the

provision in the Senate-passed version of the FY 1975 DoD Appropriation

Authorization bill that required the Department of Defense to report

its reasons for bypassing the open bidding process on purchases involv-

lag $1,000,00.0 or more. The provision was deleted in conference after

A related technique is to ask DoD to evaluate similar systems and
imply that the result should be a choice from among them. For example,
in January 1971, the House Appropriations Covnittee had the Pentagon
conduct a comparison 4tudy of the A-K, the Karrier, and the Cheyenne.
The Pentagon complied and recomwnded cont'.nuatton of all three--not
exactly the result for which the cotmiaee had hoped.

"In recent years, the number of DoU reports required by Congress
has increased significantly. between 1967 and 1972, the yearly total
itncreased trum 79 to 114. See A. H. Cohn, "Infurmtion Resources of
Congress on Military at~tters: Before and Alter AIN." paper presented
at 1Y71 meeting ot the Anerican Political Science Association.
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House conferees maintained that adequate information could be obtained

without such a substantial additional reporting requirement.

This report has focused on the defense appropriations process.

Other relevant action is taken outside of this process, of course. An
2kexample is the bill creating the Office of Procurement Policy, a body

within the Office of Management and Budget charged with providing "over-

all" direction of procurement policy. The operation of this new office

and its effect on division of acquisition policy responsibilities be-

tween the executive and legislative branches are important subjects for

additional, future examination.

*, onjressional Record, 24 July 1974 (daily ed.), p. H-7001.
2 Act of August 30, 1974, Public Law 93-400, 88 Stat. 796 (codified

at 41 U.S.C. §401 et seq.).

aa

LI"



-47-

III. SELECTED ISSUES IN COMPETITIVE SOURCE SELECTION:

OBSERVATIONS ON CONGRESSIONAL PERSPECTIVES

POSITIVE CONSIDERATIONS

Congressiov:al interest in competition is a product of the growing

concern for improving the weapon system acquisition process and the

focusing of this concern on the source selection process itself. ThisI section sketches the factors and considerations that shape congressional

support for the use of competition in weapon system procurement.

Perceived Direct Benefits

In theory, the major direct benefits of competition in this con-

text are lower prices and greater technological achievement (a better
1product). Different varieties of competition promise to yield these

benefits to varying degrees. There is every indication that congressmen

fully appreciate this fact, together with the importance of the size of

the proposed buy and the degree of technical risk. 2

A more interesting question involves what benefits are assumed to

inhere in what acquisition strategies. For example, ever since the

renewed emphasis on prototyping, the term "paper competition" has become

pejorative. More important, a shift from paper rivalry to prototype

rivalry is viewed as enhancing competition, both qualitatively and

quantitatively. The reaction of Senator Philip Hart (D-Mich.) to the

Staging a competition is not the only theoretical way to achieve
either lower costs or a better product.

0n the effect of the learning curve, see the statements of Sen.
Cannon (Senate Committee on Armed Services, Subcommittee on Research and
Development, FY '9d3 7.. Appropriatioun Aithor`zation, Hearings, 92d
Cong., 2d Sess., p. 3588) and Sen. Symington (t.d., pp. 1470-1471;
Senate Committee on Armed Services, 79 !'4 K'..' Appropriuat-;' ey tho a-
Sti0n, IHeri'nas, 93d Cong., 1st Sess., pp. 1451-1452); on the importance
of the degree of technical risk involved, see the statement of Sen.
McIntyre (Senate Committee on Armed Services, Subcommittee on Research
and Development, Ap•iro•a'r'ticn AItuorization, I!eHacrings,
92d Cong., 2d Sess., p. 831).
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idea of parallel undocumented development is an example. One of the

crucial elements of this strategy is deferral of the source selection

decision until after evaluation of competing prototypes (which may be

either in a missionized or non-missionized stage). Production of the

winning prototype by its developer normally would follow. Assuming the
selected prototype is chosen at least in part because of its design and
performance, the competition is still properly termed rivalry. Sec-

ondary characteristics, such as the form of the competing designs
(paper or prototype), can be used to describe the rivalry, and various

benefits may accrue to one and not th- ether (e.g., further reduction

of uncertainty, more exact cost estimates); but the nature of the com-

petition (the selection criteria, price or price and non-price) is not

changed. Senator Hart, however, proclaimed parallel undocumented de-

velopment as a method of achieving "greater competition." 2 The state-

ments that reflect this perspective reveal that the state or form of

the competing proposals assume a greater significance in Congress's

thinking about types and degrees of competition than it does in outside

thinking about the subject.

An alternative and more interesting interpretation of this posi-

tion is that the preference discerned is based not on the state of the

proposal but rather on the point in the development process through

which more than one contractor is maintained. Expressed in this way,

-Parallel undocumented development has three elements: (1) it
requires competitive engagement to be sustained through further, more
substantive stages of development, (2) contractor selection would be
based on demonstrated performance of hardware, and (3) most government-
required documentation would be deferred until after the winning con- i
tractor is selected. Sen. Hart was introduced to the idea by Dearn
Ralph C. Nash of the National Law Center at George Washington Univer-
sity during hearings held bofore a subcommittee of the Senate Committee
on the Judiciary in 1968. Nash based his concept on earlier work at
Rand, to which he was a consultant. See Senate Committee on the Judi-
ciary, Subcommittee on Antitrust and Monopoly, '.orpetlt-tiEn Defeze
Yi-ocurement Hearinda, 90th Cong., 2d Seas.

Conlg'e:½YaI Hecord, 9 September 1969, pp. 24793-24797. Many
examples of similar statements can be found in the recent debate ott
the F-18 program. Congreo-onal Reco•d, 1 October 1975 (daily ed.),
pp. 119377-119408; 13 November 1975 (daily ed.), pp. S2000li-S20015;
14 November 1975 (daily ed.), pp. S20132-S20134. The preference for
prototype rivalry over papec rivalry for operiric reason* is un-
mistakable.



-49-

the possibility of the acceptance of a "carry-over" effect arises.

Among persons concerned with weapons acquisition policy, there appears

to be a shared perLeption that if the source selection date is delayed

long enough, so that the configuration of the system has been substan-

tially established under "competitive pressures," the benefits of the

rivalry in the design phase will "carry over" into the production of

the system.

There is price competition when two or more firms are competing to

sell identical (practically, it not literally) products. One applica-

tion could be as a supplement to design rivalry. For instance, once a

superior design is chosen from among competing proposats, solicitation

of several producers, in addition to the designer, could follow for bids

on production of the winning design. The result would be an environ-

ment conducive to price competition with the likelihood that competitive

benefits (in the form of lower prices) would be realized in the produc-

tion of the system, just as they theoretically were during the design

of the system (in the form of technological innovations). The price
2

competition arrangement described requires additional early investment.

The "carry-over" theory envisions comparable benefits without additional

costs.

Congress seems to recognize and subscribe to the carry-over effect. I
Before the initiation of actual competitive prototyping efforts, the

lit effect was a matter of conjecture among legislators. S4nator Itart said:

(i]f two contractors were undertaking the design of a system, work-
ing in a competitive environment, building prototypes, knowing
that only one would be awarded the ultimate contract for the manu- ]
facture of the system. I believe this would provide the strongest
possible inducement to design a system that is mmt ,- .- kt,•,- 4
ý,4otttr and to operate. I believe that this cowpetitiou would be

4 good for the taxpayers. 3 ([mphaaia added.)

This term wva devised by Geneeve G. Saumbuach ot The gaud Corpo-

ration.
!On the nature ot this investment, sie Cartor, :-.*- ,;

September 19(). p. 24795.

tI

J4



-50-

Several years later, experience with the competitive prototyping pro-

gramts apparently reinforced Congress's appreciation of the existence of

the effect. Thie exchange took place during questioning about the cost

control and estimation aspects ot the A-X attack aircraft program:

Mr. CRO3WELI. [Charles Cromwell, Professional Staff Member].
One of the points emphasized in Colonel Hildebrant's statement was
that you want to maintain cost :ompecition between two contractors
[Northrop and Fairchild Republic] all the way up to where you award
a production contract. On the other hand, isn't a lot of your ul-
tinuite cost of producinp an airplane built into it in the design
phase? Both contractors in the A-X competition have designed .,hat
we are told are cheap an( easy to build airplanes. Can't you take
his (sic] design, as you currently know it, update it for his pro-
Idu-tion proposal and have a really good handle on what the ulti-
mate cost is going ti be?

GCeneral GLASSERP. Absolutely--and you are describing one ot
the great utilities of a prototype program. 1

A discussion of the Army's UTTAS (Utility Tactical Transport) helicopter

prototyping competition (between Sikorsky and Boeing Vertol), which is

atypical in that it is to extend into the full-scale development phase,

'overed the iame ground:

Senator SYVINGTON. ks I understand, you have two experienced
¾ contractors...

Dr. FOSTER [Dr. John S. Fo~tor, Jr., Director of Dei -se
eVareh and Engineering]. Yes, s.r.

* Senator SYMINGYTON [continuing]. That you are carryiug

through the tull engineering development program.

Dr. FOSTER. You, .*r. Chairman, know, nothing that we have
found ii so eitoetive, when it comes to m.ak.ing equipmnt work
satisfactorily And betttr than we had estlmated, than to have two
coteotitors working head to hcad with hardwar- in the tivld and
making the n~cosary ch.ingvs in order to ibprovv the ittuition.
Now, in our view, it Just takes morc prototype htlicoptcrs than
i* the view or the mvmbcri ot the mtaft. tt i* itaply a 4u-tnc-it
"M tt tet.

Senator SY!tNUTON. Dots the hope oi long-ttrtt 3aivintg d"

-vnato Comittcc on Arm,;'d Scrview, Stu&botwiittvv on W.c-4Ar•h and

Cog,2d Selit., P. 359
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to pr:ice competition justify the expenditure of some $150 million
additional to carry two contractors through development?

Dr. FOSTER. Yes, sir.1

The terminology in the last two exchanges calls for some attention.

In the first one, Mr. Cromwell referred to the maintenance of "cost

competition." The similarity of the term to price competition is mis-

leading since the situation Cromwell is describing is the classic case

of rivalry, where both cost and performance determine the winner of the

competition. In the second exchange, Senator Symington refers to "long-

term savings due to price competition," exhibiting the same imprecision

that Mr. Cromwell's statement did. However, Senator Symington's re-

ference is more instructive since it discloses that the effects of price

competition (primarily lower prices) are anticipated in the production

phase (the "long--term") even when rivalry is staged "upstream" in the

design, development, and iniL '.i production process.

It is important to note the relationship between the "carry-over"

effect and DoD's assumption of "enduring competition." The existence

of the former unight be thought to justify belief in the latter. That

is, if early rivalry doe•s succeed in suppressing costs in the produc-

Zion phase, DoD's cheracterization as competitive procurement of

systems long ago reduced to a sole source environment is not unreason-

able. However, DoD's recognition ot a "follow-on after design compe-

ttiton" category (sole source procurement from a contr-actor who won a

design competition) and its characterization as competitive procurement 2

disregards the duration of the competition. Validation of the WDd

approach requires tht additional but unproved assumption that the
"carry-over" e�-tit exists- no tatter how much development occurs after

the sole *ource is m[octed.

1 Svnat Com•vte on Armed Svrvice,.
.......... ....... ..__, ,... 91 Cong., 13at S . , 5.

"ut thi* typt of procurement. Ast tant Scretar:v ot Delenst (I&,L)
Arthur I. M•udolia -tattd: "•thle some eystef verv originally awarded
ont a comprtitivt basi"t, follow-on .:u4titet can gencrally be obtacned
% Cottomicaly i hro th- singal sy-%tm pric-.. cunt o.ActOnt .'noftic
Cotlttee. Subcowittve on Prtuortic and Econoyiv Wn Lovcramaut. I:

: ':• _ ,. �., :', e, . ar . p. 2711.

". , " L•
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There is evidence that congressmen seem at home with the meaning

of price competition when it arises in discussions of second sourcing

(usually defined as having a second producer share production with the

initial producer). Not only is the term used correctly, it is used

with the conviction that it represents a good thing. When questioned

about a sole source contract, a service witness will commonly remind

the inquiring congressman of the possibility of subsequent consideration

of additional sourceR. A recurring example is the TOW weapon system,

for which a one-Lhird reduction in unit cost is usually claimed. 1

Second sourcing in a competitive environment, where the "better" pro-

ducer will win a larger share of the total buy of a system to be pro-

duced in large numbers, has been very well received. Examples include

the AIM-9 Sidewinder and AIM-7F Sparrow missiles, and the Mk-48 torpedo.

There has been less interest in the fersibility of second sourcing in

larger programs, and the replies by the services have been uniformly

negative. For instance:

hir. FINE [Iyraan Fine, Professional Staff Member). What is

your opinion concerning the attainment of the benefits of price
competition by bidding follow-on procurement where the inventory
requirement is large enough to warrant the second source?

Dr. L.ABIRGE (Dr. Waiter I. LaBerge, Assistant Secretary of
the Air Force (R&D)). I think personally it is ai wise thing to
do and I have seen it work effectively on several contracts in my
prior position with the Naval Weapons Center. Again, the volume
needs t'" be quite high to warrant this. It also needs to be a
simple product. You can't item a second source [on anl airplane
short of a wartime cirLUMStance. 2

See, for example, the exchange between Senator Lloyd bentsen
(D-Tex.) and Dudluy Clarke Mecum 11, Assistant secretary of the Army
(I&L). itt Senate Cowmitttee on Armed Sorvic.'. 7.,.....

"d Cong.. 2d Sess.. pp. 151I-1513. Note that
when the original TOW produfer. ilughes, won out over the second sourcia,
Chrysler. the Army {,ait.ed a 42 percent iavings. .4• ,
1 }0 -ovember 1971. A IL per.ent savings fig-tre has also been used gen-
erally, without riegard to 4 *pccli.e system. St€ testimony of Nor.-an
R4. A44u~tinu, Under Secrcary of the Army. Senate Cou4ttee on Armad
ScrvieoA. Subcom.-iittet on Roi~eeach And D)evelopment, Y , j'

'Setenz Coftaittoo on Art~cd Srvlce.. SubLO=1sttV0 Oft ?ehearch AndDv -. - • .- -- y ý • 93

C•n.. loet St**., p. 2-... " .r. Fine asked the same queti.on of in
Arcy vLtn*** earlior and rectivtd4 o imilar ase ~2.~
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Speculation about wider applications of price competition, at the be-

ginning of production, for example, has not been evident.3 iAs a general matter (with all other things being equal), given the

choice between competitive and sole-source procurement, sentiment in

Congress would favor competition. Although distaste for the sole-source

idea may be part of the reason, it is certain that cc-petition is viewed

as having certain direct benefits--primarily lower prices and techno-

logically better products. When the focus shifts to differences in

modes of competition, there appears to be an assumption within the

Congress that design competition (with reduction to a single source

well in advance of production) can indeed insure lower production

prices. If this is the prevailing view, it is optimistic because the

operation of the "carry-over" effect is still open to question and

qualification in the minds of those outside of Congress. Consistent

with the belief in the effect, Congressional and DoD interest in price

competition is found only in the context of second sourcing and not in

the context of major systems for which design competitions are staged.

I'erceived Indirect Benefits

.t.. Faith in the direct benefits of competition does not adequately

explain the level of Congress's intereet in the subject. It does not,

Zor example, fully explain its strongeot statement to date--the enact-

ment of a competition requirqmant Into law (IrntErnational Fighter Air-

craft program). Competition for wapon system coutractu must* involve

an additioual, tidirect beaefit or atraectoa (Indirect boeause it do.t

not bear on the siytem that is tha eubject of tat contract). This in-
i direct benefit sten~-s from tht view that vmpc-titiou, in ahatsvr turin,

is the tuactionaa vquivalont of equtty.

ChAracterizatic-ft of non-com~petitive u.r *olt *u et s cot act 1

w wtetul and c:ostly appears on the surfaco to be aa inductmet ot thi.

copt etiottal icapUtton ft )Qf wkxwpostic! evil Iin t~te *it~u.Atloa ~T

ad - e, hotteve', iimildr oe~ctituns to initidtly eitvalr(us prwr~~

Chat are oduced to a w*,le *-UUV *ituAtiou very oArly in the pre'ess

See pp. 1-4:4.

-i,:
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are difficult to find. Part of the explanation lies in the belief in

the "carry-over" effect, discussed above. The balance lies in the be-

lief that awarding very large and long-term contracts without competi-

tion appears to be unfair (to the rest of the industry); the staging

of some type of competition creates the appearance of fairness. 1

Two of the episodes examined in Sec. II contain suggestions of

this phenomenon. For example, the IFA program had sole source begin-

nings. In retrospect, this course seems consonant with the character

and purpose of the requirement. (The acquisition did not require com-

petitive procurement.) Nevertheless, reaction to it was hostile (ag-

gravated perhaps by the overall controversy of the program, because of

its association with the war effort and with Vietnamization). The

response was to take an unprecedented step: enactment of a requirement

that "competition" for the contract award be conducted. That this was

probably not entirely motivated by a concern to avoid the potential

economic disadvantage -' sole source procurement is supported by the

absence of any expressed interest, either prospective or retrospective,

in tne competition itself. The built-in requirement is best explained

as a largUly successful effort to minimize opposition to a controver-

sial program by precluding any charge of unfairness.

Similarly, when the subject of recompetition arose in debate on

the F-18 program, one of the most prevalent supporting arguments was

based on fairness. House Appropriations Committee Chairman Mahon said:

[LYV] does appear to have a point that if this Navy airplane
was not to be a derivative of the F-16, then the protesting com-
pany plus everybody else, in fairness, apparently should have had
the right to compete. This seems logical to me.L

iThis report does not purport to examine the reasons for the im-

portance of fairness, if indeed they are capable of being articulated
at all. That type of examinaticn would undoubtedly begin with attention
to the underlying influence of the traditional "dominance of the market"
notion of capitalism and to the special nature of the finite, close-knit
structure of the defense industry (particularly at the prime contractor
level).

•House Committee on Appropriations, Subcommittee on DepartmenL of
Defense, 'I' J

797 17• OUD A.4;,rprriation, Hearings, 94th Cong., Ist
Sess., Part 9, p. 296.
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And, Senator Goldwater, proposing that the aircraft be recompeted, con-

cluded:

Maybe the F-18 will be the best. I would wish to see some of these
other companies that can build just as good an aircraft as Northrop
or McDonnell Douglas have a go at this. This is my whole argument. 1

Thus, support in Congress for acquisition strategies that accentuate and

"promote competition will not be exclusively a product of belief in the

potential direct economic and technical benefits. Much of the attrac-

tion will lie in the appearance of evenhandedness and equity intrinsic

in competitive procurement.

NEGATIVE CONSIDERAT1ONS

A series of factors militate against supyort of t, use of compe-

tition. The analog of what was termed perceived direct benefitF is on

obvious factor. The characteristics of the acquisition may render zom-

petition for the contract award superfluous. For example, if the pro--

jected buy is small (e.g., SR-71, AWACS), or if the cost of development

in relation to the cost of the whole system is very high (e.g., B-1),

extended competition involving maintenance of multiple sources may be

"undesirable. Apart from the situations where the theoretical direct
benefits of competition will not accrue, benefits may not be recognized
"where they are in fact likely. This is the complement to optimistic

attribution of advantages to a particular acquisition strategy--e.g.,

recognition of a "carry-over" effect in ctinnection , ;.th design compe-

cition. This subsection is devoted to an examinaticn of less obvious

(and less direct) negative considerations.

1 C(, ngrecsionr•I , 13 November 1975 (daily ed.), p. S20012.

2 The Air Force did stage a design competition for the B-1 airframe
contract, but the proposals were company-funded. In November 1969,
RFPs were issued to General Dynamics, Rockwell International (then
North American P.ockwell), and Boeing. (Lockheed was subsequently
allowed to compete but did not submit a proposal.) Rockwell was
awarded the contract in June 1970.

A 2
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Perceived Alternative Cost Reduction Strate~kes

The point was made earlier that there will at times be options

that are more desirable fro.,. a cost standpoint than any form of compe-

tition. The most significant is the choice of improving or adapting

an existing system rather than developing a new one. It can be argued

that making this choice necessarily involves competition (between

the new and existing systems) and is therefore not properly tprmcd an

alternative strategy. This is correct, particularly when the situa-

tion finds an extant system being considered along with newly proposed

systems. Examples from the past include the IFA competition and the

competition for the Navy's carrier-on board-delivery (COD) requirement

(won by Lockheed's S-3A Viking) As the date for the production de-

cision on the B-1 nears, there will be continued advocacy of modifying

the B-52 or the FB-111 instead. The same issues were aired when the

B-1 (then AMSA, Advanced Manned Strategic Aircraft) was first funded.

In the middle 1960s this debate once resulted in no action being taken

at all (when the YF-12A and F-106X were considered to fulfill the ad-

vanced interceptor requirement). There will bQ other situations in

which the choice of modification or adaptation will be made :'.' 'ie. of

soliciting new proposals.

!n recent years, the importance of foreign sales has meant that

continux~ig attention is being paid to the desirability of interservice

and intraservice/intersystem commonality, the objective oeing the reduc-

tion of the unit cost of systems offered for export. Examples of this

entering into discussions of a new system were the proposals to use
"2

modified F-14s or F-15s as the Navy's VFAX. Reducing the unit cost

of aircraft already in development or production is an aim that may be

inconsistent with development of new systems, even when a competitive

A study of 35 major weapon systems by the Congressional Budget
Office concluded that "on the average one dollar of (foreign military)
sales results in tourteen cents in savings to the U.S., of which four
cents represent R&D recoupments." See Congressional tIudget Office,

F ', 4:',, "e, 24 March l9)6, p. X.

'See Rep. Mahon's statement, p. 40.

'C.-
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source selection process is contemplated. It may inhibit competition

by inhibiting new systems.

Organizational Constraints

With regard to acquisition strategie.s that involve extended design

competition (e.g., througl the full-scale development phase) or in-

creased price competition, there is a different set of constraints on

congressional support. One is the difficulty members of Congress face

in "internalizing" the future benefits that make advanced competitive

strategies involving greater initial expenditures attractive. Thus,

although there is acceptance of the fact that increased expenditures

in the early stages will result in savings overall, the strategy is

not necessarily viewed as self-serving. Members of Congress (primarily

in the House, of course) are keenly aware that their positions are

secure for just the short run and that short-term costs are more visible

(more marketable by opponernts) at election time than unrealized long-

term savings. Consequently, future savings are likely to be discounted

in favor of savings in the present. The overly optimistic faith in Air

Force/Navy commonality (and attendant competition tradeoff) evident in

the NACF case is an illustration.

) Adoption of advanced competitive strategies is to some extent dis-

couraged by the evolution of defense spending into a tool of social and

economic policy. System cost and performance and enemy threat are

rarely the exclusive considerations when initiation or termination of

a weapon system program is contemplated. The employment effects of the

decision are also weighed carefully. The more important non-perfor-

mance, non-priLe considerations become, the less relevant are acquisi-

tion strategies that seek to maximize design and price competition.

It will be suggested below, for example, that this fact makes the in-

trodoction of price competition into major wea;or systems acquisition
A unreal .iut2i.

Externrl Relationsh-i4-

In the complex relationship of the military services and the Con-

gress one facet stands out and bears rather heavily on any congressional

i"
'k...
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treatment of national security issues: the great deference paid to the

services on questions dealing with weapon systems. Many people, in-

cluding members of Congress, have advanced the hypothesis that on most

matters of defense policy the Congress will defer to the military. 1

A good illustration is the statement made by Rep. Elford A. Cederberg

(R-Mich.) during the floor debate on an amendment to cancel the F-18

Navy Air Combat Fighter program. A principal consideration was whether

the aircraft was needed as much as Navy witnesses had said or whether

modification of other aircraft (F-14 or F-16) was a workable alternative.

Rep. Cederberg made this point:

Now, there is not anybody on this floor that I know of that knows
anything about the designing of an aircraft. I certainly do not.
I am perfectly willing to leave this matter up to those in the
Navy who have been living with this matter year after year. 2

Both the House and the Senate did just that. The significance in the

context of this study is that an inclination on the part of Congress to

use more price competition or extended rivalry may be suppressed if

confronted by service dedication to a single system (or contractor).

Moreover, although Congress consistently accepts the delays implicit

in various alternative acquisition strategies when the services do not

seem to be pressing the point, it is also true that Congress is quite

responsive when scheduling is a major concern of the military. It is

likely that an opportunity for'experimentation would be forgone if, for

example, testimony by service witnesses stressed declining force levels,

etc.

Quite apart from the influence of the military are the frank res-

ervations within the Congress about the desirability of "real competi-

tion." Representative Otis Pike (D-N.Y.) has said:

1 See, e.g., Aspin, "The Defense Budget and Foreign Policy: The
Role of the Congress" (1975), pp. 155-174; Fox, Arming America (1974),
Chapter VII; Morton H. Halperin, Bureaucratic Politics and Foreign
Policy, Brookings Institution, Washington, D.C., 1974, pp. 230-232, 257.

2 Congreecional Record, 1 October 1975 (daily ed.), p. H9386.
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If we really try to make real competition in all our procurements,
it is perfectly possible that if the competitors are honest one
company is going to win them all. And I can see--I greatly believe
in competitive procurement. But I also see an awful danger, too.
Some companies are just plain better than others are. I don't
know what we can do about it.1

There can be little doubt that the relationship of the Congress and the

defense industry is a special one. This sentiment reflects a recogni-

tion of industry imperfection and can be traced to a protective concern

for the industrial base. Carried to its extreme, both in the idea and

its acceptance, the statement is antithetical to both design and price

competition in their pure forms. It will be suggested below, however,

that this reservation, whatever its prevalence, has less of an effect

on the fact of competition than on its form.

FINAL DEFINTION AND POLICY IMPLICATIONS

An impetus for this inquiry was the ongoing discussion among stu-

dents of systems acquisition policy of ways to "increase" competition

for major systems and perhaps introduce price competition at the ini-

tial production stage of the acquisition process. From the perspective

of the Congress, these approaches are difficult. It is clear that con-

gressional approval of any particular use of competition will never be

based in toto on a balancing of the direct costs and benefits. An ef-

fort has been made to identify-,the perceptions and considerations that

do shape congressional attitudes toward acquisition strategies designed

to inject "competition" into the source selection process. These con-

siderations can be summarized as follows:

I. Positive

A. Direct benefits of competition

1. Lower prices
(even when competition is limited to early design
and development stages, the price effect is viewed
as carrying over into production)

IHouse Committee on Armed Services, FY 719? DoD Aoppropriation
Aiuthorizatior, Hear•naz, 92d Cong., Ist Sess., p. 4446.
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2. Technological excellence

B. Indirect benefits of competition
(e.g., the equating of competition in any form with
the appearance of fairness or equity)

II. Negative

A. Unsuitability of competition in some cases

B. Alternative strategies or goals
(e.g., intersystem or interservice commonality; inter-
national standardization)

C. Organizational constraints

1. Inherent antipathy toward efforts that involve in-
creased short-run expenditures as the condition for
long-rur cost benefits

2. The cvolution of defense spnding into an important
i: tool of social and economic policy

D. External relationships

1. The tendency to defer to the military on many ques-
tions of weapons acquisition (coupled with the mili-
tary's preference for new weapons as soon as posible)

2. Misgivings about the possible "attrition effects" of
t.real competition" stemming from a protective con-

cern for the defense industrial base

Which considerations predominate is partly a function of the date at

which the decision is to be made. For example, threat perceptions

change over time; and when the threat seems to be growing rapidly, there

is less disposition to accept the delay inherent in competition. Also,

1- . reasons for bypassing competition differ according to the stage of de-

velopment of the system at the time of the choice, as illustrated by

the NACF episode.
1

Evidence on the way these considerations are weighted and brought

into play suggests that theoretical arguments for competitive source

C selection techniques simply do not comport with the realities of

' In 1974, when the program was not yet underway, competition was
by-passed because it was felt to be too costly. A year later, after
development was begun, the primary reasons for by-passing competition
were (1) the Navy's strong support for the existing program, (2) the
feeling that a new competition would not result in a better aircraft,
(3) reluctance to cancel ongoing programs, and (4) uneasiness about the
effect of a delay on force structure.
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Congress's role in the acquisition process. Such arguments underesti-

mate congressional concern for the health of the defense industry and

for the distributional effects of source selections. Testimony calling

for reducing the number of American airframe manufacturers has not been

well received, and there is expressed concern for the United States'

so-called "one-and-a-half" industry capability in the production of

large jet engines. In light of this concern, the sentiment expressed

in the statement by Rep. Otis Pike above should not produce surprise.
Rep. Pike observed that "real competition" entailed an "awful danger"

and an apparently serious problem: what to do about the fact that some

companies are just plain better than others. The answer has been to

add another dimension to competition for major weapon systems:

Mr. FULBRIGHT. What about the recent contract for the [DD-963]
destroyers?...Was there any competition in bidding for those ships
or were the awards made on other grounds?

Mr. PROXMIRE. I guess political competition.3

Political competition, in which factors other than price and system

design and performance help decide what is to be built, has been hy-

pothesized for some time. The following is a sample of non-price,

'his refers to the fact that two companies, General Electric and
the Pratt & Whitney Division of United Technologies (formerly United
Aircraft), produce the overwhelming bulk of large propulsion units in
the United States, and that Pratt & Whitney is partially based in Canada.

L General Electric builds the engines of the F-4, F-5, C-5, S-3, A-10,
F-18, YC-14, and B-i, among others; Pratt & Whitney engines power the
A-4, A-6, B-52, U-2, KC-135, C-141, F-ill1 SR-71, E-3A AWACS, F-14,
F-15, r-16 and YC-15, among others. (Engines for the A-7D, P-3, and
the E-2 are produced by the Detroit Diesel Allison Division of General
Motors.) See House Committee on Armed Services, FY 1972 DoD Appropria-
tion Authorization, Hearings, 92d Cong., Ist Sess., pp. 4432-4447; Con-
gressional Record, 13 November 1975 (daily ed.), p. S20013.

2Se
See p. 59.

3Congresional Record, 17 August 1970, p. 29292.

4 One of the most interesting and controversial treatments of this
subject is in an article by James R. Kurth entitled, '"lhy We Buy the
Weapons We Do," Foreign Policy, No. 11, Summer 1973, pp. 33-56. Kurth
offers two explanations of what lie calls "American weapons policy."
The major one is termed the "follow-on imperative": Since a large and
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non-technical considerations that might influence source selection (and

suggestions of possible occurrences):

1. Past performance of one of the contractors (e.g., C-141 and
C-5A, both times Lockheed over Boeing?);

2. Locations of the contractors (e.g., F-1ll, General Dynamics
over Boeing?);

3. Economic conditions of the contractors and their locales (e.g.,
A-10, Fairchild Republic over Northrop?). 1

It is submitted that members of Congress are sensitive to this non-price,

non-technical evaluation and that the Congress values the flexibility

it provides. For instance, the SST was not handled as a defense program;

Chairman Rivers provided some insight not only into how it would have

been handled but also into the flexibility that the military committees

know they have:

established aerospace production line is believed by defense policymakers
to be a national resource, "at least latent pressure" is exerted on the
Defense Department to award a new major contract to a production line
when an old major contract is phasing out. The other explanation is
the "bail-out imperative": The government awards contracts to corpora-
tions in deep financial trouble. Some of Kurth's supporting examples
are open to question (for example, the follow-on imperative is not
illustrated by the award of the F-15 contract to McDonnell Douglas when
the ongoing F-4 program and the production line situations at the other
competitors--North American Rockwell, Fairchild Hiller, and Northrop--
are considered), and only one of his four predictions was correct. The
considerations identified are undeniably important factors in source
selection decisions; however, the word "imperative" is hardly suitable.

iOther competitions have simply proved utnpredictable--e.g., the
competition for the F-15 Eagle, which ended on 24 December 1969 with
the selection of McDonnell Douglas. Early reports had Fairchild Hiller
in the lead, with the North American Rockwell/Northrop team a "not very
good second" and McDonnell Dotiglas last. Aerospac•e Oaily, 10 March

1969. A day before the award was made, Standard & Poor's itdicated
that North Kmerican Rockwell was going to win. See Aemsp•c•, iaily,
7 January 1970. Five weeks before North American Rockwell won the B-1
competition, it was widely reported that General Dynamics was going to
win, with Boeing second, and the eventual winner third. See A•m•p•,e
Daily, 30 April 1970.
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You take an SST. I saw both of them. If I had been the one I
would have selected the Lockheed version....[ think I wouad have
jje•o Pie1',: e d. m•, n.:; !.ozi.1 [Emphasis added.]

And, Rep. Charles H. Wilson (D-Calit.) was well within the bounds of

accepted practice when he called for award of the B-1 contract to North

American Rockwell (a ccnstituent) on the grounds that "all recent pro-.

curements [had] gone elsewhere.

Political competition for contract awards results from the workings

of constituent politics and two factors mentioned above: (1) use of

peacetime defense spending as a tool of fiscal policy and social en-

gineering, and (2) aversion to attrition of major defense contractors.

Given its presence and force, existing approaches to various competitive

procurement strategies should be reconsidered. At the very least, it

should be acknowledged that textbook usages of such terms as "price cem-

petition" and "rivalry" are inadequate to describe the nature of the

selection procedures actually in use.

It is on the question of flexibility that the most ambitious com-

petitive strategies (those involving price competition) will a fortiori

be discounted by the Congress. Congress has ensured that it will have

regular and significant input into decisions during the lifetime of a

weapon systm by such measures as reduced use of no-year funding and

institution of the double-tiered appropriation process. It Is safe to

say that there would be resistance to any procedure that appeared to

lock in a course of conduct at the Inauguration of a system. It ti

very possible then that prica competition, which would close off non-

price considerations, may not even be acceptable as it would diminish

current flexibility and possibly result in the realization of the d&nger

described by kep. Pike. It way be that the utility of price competition

strictly defined diminishes as the site of the oyetem (and Isportance

of the contract) increases. It so. it would help explain why t•e

apparent understanding In Congress of the workings and &dvantages of

'11ouse Co~ittoe on Armae Services. `YF ?) . !.... 'W -fi.-
SAi•ti.at , jwtt, 91st Cong., lat Sass., p. 2354.

2,Sp k•ji•. 23 March 1970.
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competition seems distorted in the context of large systems (possible

definition: too large for second sourcing).

One of the most important lessons to be learned is that present-

day procurements bear little resemblance to the definitional concepts

of price competition and rivalry because of the attention paid to dis-

tributional considerations. The hallark of the modern approach--namely,

flexibility--is highly valued since it insures that such non-price,

non-technical considerations as a protective interest in the industrial

base can contribute to source selection decisions. Therefore, a hard-

sell of the net cost benefits of a mroe advanced strategy--e.g., the

use of directed licensing to obtain price competition in initial

production runs--will miss its mark if (1) it patently limits Congres-

sional flexibility, or (2) it is not supplemented by appeals to con-

siderations other than cost savings (e.g., fairness).

j.

• I

7"
-I
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Appendix

SUMIARY OF THE GENERAL ACCOUNTING OFFICE'S DECISION

IN LTV AEROSPACE CORPORATION'S PROTEST OF THE F-18 CONTRACT AWARD

(30 September 1975)

I. INTRODUCTION

A. ro',*n. I,7"V A•,Yr•vr (t" Iruoc. t n (,'VV)

1. Navy selection of the F-18 violated the FY 1975 DOD Ap-
propriation Act since the F-18 is not a "derivative" of
the F-16 and not common with it.

2. At the very least, the selection of the F-18 must be
deemed void as against public policy since the selection
was contrary to the Conference Report that led to the
passage of the act.

3. With respect to the competition itself, the two competi-
tors, LTV and McDonneli Douglas, were not properly evalu-
ated in the areas of commonality, engines, and cost.

4. The relief sought is initiation by the Navy of a new
competition for the Navy Air Combat Fighter (NACF).

I . Denies generally all ot LTV's allegations.

2. Selection of the F-18 complied with boLh the letter and
-spirit ot the FY 1975 DOD Appropriation Act.

I . Both LTV and McDonnell Douglas were evaluated fairly and
on the same basis.

4. The F-18 is the best design for the Navy's requirement.

1t. TIMELINESS OF THlE PROTEST

A. The Comptrolier General may consider any protest, oven if not
timely tiled, where he determines that it raisms issueo

mignificant to procurement prcetiela or procedures. Section
20.2(b), 4 C.F.K, (197S).

h. It is concluded th4t the tisues presented are aignificant and
thub tialtne~s of filing to not relevant.

1LTV vas ropreconted by the Washinjton. D.C.. firm of Fried. Frank.
K.arrio. Shriver and Kamplma~n. The protest is reprinted In Sonate
Comitteo on Govor~rmet Oprattoft. Subeomlttge oQ Fe 4rl Spending
Practices, E ticleney. ausd Open -overnment, M.i. ' 4 . .

4p



1I1. ISSUES PRESENTED

A. Whether the F-18 selection was in violation of a "congressional
directive" (raising questions regarding interpretation of a
federal appropriations act and "congressional intent" as
public policy).

B. Whether the F-18 award resulted from improper and unfair com-

petition.

IV. LEGALITY OF THE CONTRACT AWARDI..A. Poci tion 4) LT/V
1. An appropriation, particularly when in lump-sum form, must

be read in light of its legislative history.

2. The legislative history of the Act in question includes
the Conference Report, It. RHt. No. 93-1363, 93rd Congress,
2nd Session (1974).

3. The report explicitly stated that $20,000,000 was being
provided for an NAC.F, but that "adaptation of the selected
Air Force JACF] to be capable of carrier operations is
the prerequisite for use of the funds provided" and that
"future funding is to be contingent upon the capability
of the Navy to produce a derivative of the selected Air
Force [ACV] design."

4. Since the F-18 is not a dertvative of the F-16, chosen by
the Air Force, award of the F-18 contraLt involved the
expenditure of funds in violation of the FY 1915 DOD Ap-
propriation Act and is therefore inva•id.

1. It it conceded that (a) the F-18 is not 4 derivative of
the F-16, and (b) the language of the Cotiforence Report
precludes tho expunditure of $20.000.U00 on anything other
than a derivative of the F-16.

2. Rowever. 4 lump ium appropriation that is cloar and un-
ambiguouN. on it! fac e annot be construed a4 incorporat-
itg re trictions thit 4ppe4r solely in the Conference
Repart.

-. And. although logisltive history may indicate cotigre•-
Sional intent. nton-cotapliance with A provision not it.-
eluded in the Iaw itseIl is twt illegal per so.

4. Although thet-r -as mi rvprogra•tng in a foroal esiew.

e. ¢ongvessionl apprval zor the doviation ftro tOw won-
utatutozy gutdactw wdb othcr.iic obtwiuod.

"I. It ti A tutda ntal principle that l4w* arc to be con-
otrutd in succh a wAY as to givo efi•et tu tho iutent of
the legisl~aturt.
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2. One of the ways this intent can be determined ti hy resort
to the statute's legislative history.

3. There is a difference between utilizing legislative
"history for the purpose of illuminating the intent under-
lying lanuage used iv a statute and resorting to that
history for the purpose of w•1.=inj& into the law what is
not there.

4. Where as here Corngress merely appropriaLes lump-sum
amounts witho. -tauoary restrictions, a clear inference
arises that the ;ntent is not to impcse legally binding
restrictions, ri-gardless of restrictive language in non-

statutory mateoial.

5. Thus, where a statute clearly authorizes the use of funds
for the procurement of "military aircraft" without re-
striction, it must be construed to provide support for
the validity of procuring amy military aircraft.

6. This does not mean agencies are free to ignore clearly
expressed legislative history applicable to the use of
appropriated funds. To do so risks strained relations
with Congress. but not legal sanction.

D. Con•luioo: The Conference Committee statement relied upon
by LTV constitutes a "directive" parallel'= .: and complament-
ing--but distinct from--the actual appropriatlion. Therefore
the challenged contract award did not violate the FY 1975 DOD
Appropriation Act and is thus not illegal.

V. PUBLIC POLIC7t CONSIDERATIONS

A. Pcieon :" LTV: Public policy favors "t06 utilization of
one bailc aircraft technology and design to f., 1111 the neAda
of both the Navy and the Air Force for a lightwoight ACF."

B. 2osi.,:: Since (1) there were no statutory violattins
attending the challenged award. (2) thv contract f-•es not
require illegal actions, (3) there wam not a viol.,.lcn oi
moral standardi. anid (4) there ii a strotý pr ti, In
favor oi the validity of contract*, it would be tmprr.ývr to
conclude that tho contract award ii void 4b contrary to
public policy.

v.REPRORAMINC;

A. '. •K., _ :' Evate it the vvy's dctio tuts woro not con-

tradvt to statute or public policy. thome actions eainot bo
:uphed beVaue the Navy did not cer'ly with the aopltcahlo

WoU biroiýtlve and Ittruetion on roprograting.

• • _:'-. : ti dioetives. 4ltkc laws and regulatiotti. do
not pruvid- the (4AO with a proper basti for dotorinititg the

Of 0Apvtettdiuuce.



VII. THE COMPETITION

A. [fltrfnd,4•t n

1. The RFP/RFO established performance and cost as the
equally weighted primary criteria; commonality was the
third most important factor. (Others included reliability

'A and maintainability, development risk, lot I cost, etc.)

2. The general po.iLion of L'TV is that ir satisfied the
criteria to a far greater extent than McDonnell Douglas
and yet was not awarded the contract.

1. ;." ' :7h: eh commonality criterion supports the
Conference Report language and thus must be construed as
requiring commonality with the ACF (F-16).

2. i .

ia. It i.s (onc(dLd that the F-18 is not a derivativo of

the F-16~.

b. However, the RFP/RF0 sought design of a Navy-suitable
lightweight fighter that wuuld maximize commonality
of the technology atd hardware of both the LWF and
ACF programs.

c. Inasmuch as the F-lB is a derivative of ene of the LWF
prototypes (YF-17), the selection did not totally
sidestep the coumnwullity criterion.

a. The RFP/gFQ uses conmowality as a goal rather ttan
as a mandatory featur,.

b. Moreover, the eontext in which it was used refers to
both the LWI' and t.CF programs.

v. bo'h LTV and icLiounell Doug1a* were evaluatud fairly
-ithi-t that ootext.

C. tC'

a. The X•FP/gQ ltited tour acccptAblo nttýnew: J-lO1.
(,•ta T-he, F - oni, t F-,

Sr:•-V Thf --V F' in (1F-404) va* Wot in the evc1.usivo
1.iottat (the LTV 1-16 dorivativeo. useod the F1-100).

4. th• iout vienvsi ii.tvd .ro not the otdy eaginte

4eeoptablr. Thoy werv Qftly the ontIttes thc Navy
to furneb ~ Cvgrntwt Frtjiltihcd Equipawnt.

4. At 4ny ratc. thc F16'ls F1-4" .-ngttet r reseo~ntt only
a irtv-r dtItion to the J-10l eogittv. tht prLm=,:y
chiage bvia; ot of uetvilaturv.
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3. Conclusion: The F-404 engine is indeed a modified version
of the J-lOl, and LTV was therefore in no way prejudiced
by the engine selection.

D. Cost

1. Position of LTV

a. The Navy's assessment of the costs of the competing
designs was prejudicial to LTV because it increased
LTV's estimate without increasing McDonnell Douglas's
estimate.

b. Nevertheless, the Navy selhcted the higher-priced
proposal even though cost was one of two chief evalu-
.ition criteria.

2. Analysis and Conclusion by :-0

a. Sincz the NACF coitract was to be a cost-reintburse-
ment contract, the Navy properly developed its own
independent cost estimates.

b. The same parametric pricing technique and escalation
rates were applied to the LTV and McDonnell Douglas
pr-' sals, and thus no prejudice is apparent.

I ;r, it was well within the Navy's discretion to
"award a negotiated contract on the basis of a pro-
"posal's technical supe.liority notwithstanding its
higher cost.

E. The Necessity to Recompete

1. Position of TrTV: Once the Na'7y Jetermined that ACF de-
rivatives were unsuitable, failuce to resilicit the en-
tire aerospace industry (naming Grumman, Lockheed, and
Boeing) violated statutory and rEulatory requirements
of "maximum competition." 10 U.S.C.§2304(g); ASPR
3-101(B).

, 2. Position of the Navy: LTV has no standing to raise. this
issue since it participated in the competition a . as

not one of those allegedly excluded.

3. Analysis and Conclusion by GAO

a, What LTV is arguing is that both it and the rest cP
the industry should be given an opportunity to corn-

pete for the NACF unencumbered by any requirement
to achieve commonality with a certain other air-
craft (as McDonnell Douglas was allowed to do).

b. However, this assumes that the solicitation's com-
Smonality provision limited select'on to an ACF de-
rivative. Since this has been deemed an incorrect
assumption, there is no basis for concluding that
the Navy unduly restricted competition.
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VIII. SCOPE OF THE DECISION
3"It should be noted, however, that [denial of LTV's protest]

does not mean that the Navy is free to proceed with full-scale
development of the F-18. In reaching our conclusion, we have
not considered the wisdom or cost effectiveness of the Navy's
decision, nor have we examined the variou,. alternatives available

V to the Navy. Our decision, therefore, does not encompass any
broad policy questions that might be raised concerning the Navy
selection. Rather, it concerns only the award of the short-term
sustaining engineering contracts. Award of full-scale development
contracts will depend upon congressional authorizaition of funds
for that purpose."

K
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