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Alfred Goldberg 
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Go 1 clberg : Th1 sis an oral ft1 storyAntervi ... MitH tbe ,.UMer. Sec·,etary. of 

Defense for Research and Engineering. WilHam J. Perry, on Dec_er 

17.1980, at 2:15 P.M. in Room 3E1006. the Pentagon. Mr. Perry 

Perry: 
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has had an opportunity to look at a list of questions submitted by· 

the OSD Historical Office and hiS agreed to speak to some of them. 

Mr. Perry --

The first question asked had to do with the tools which I fbund 

to be most useful in exercising effective controls. In the acqui

sition process. it is important to observe that while the Under 

Secretary, Research and Engineering supervises all of the research 

and all of the acquisition In the Defense Department, the actual 

execution of acquiSition programs is done in the Services, and there

fore it is most important to realize that this function 15 not ~.e of 

conducting acquisition programs but of overseeing programs which 

are being conducted in the Services. The ways of effecting the 

supervision have to do first of all with understanding what the 

Service programs are; secondly, having some broad acquisition philoso

phy as well as specific regulatfons that youlre trying to enforce; 

and third. having some specific mechanism for conveying these fdeas, 

conveying specific guidance to the Services. Formally. this is done 

through a mechanism which is called DSARC, Defense System Acquisition 

Review Council. of which I am the chainman. Each acquisition program 

has three milestones -- one which formally starts the program. a 
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second .nteh starts full scale development. and a third ~h1ch 

starts production. At each of those mn estones there 15 I DSARC 

revi., and the outcome of that review 11 either the approval or 

disapproval fOr the Service to continue. So that is obviously one 

of the most effective formal methods. of control of acquiSition 

programs. I stress the word 'lformal lt because in fact most of the 

debate and discussion Ind persuasion that take place in an acqui

sition program take place prfor to one of those reviews. So the 

Council meeting itself 1s not that tm~rtlnt a control mechanism. 

But the fact that there is to be a meet~ng and the fact that 

approval or disapproval stems from that meeting then gives the 

acquisition executive tremendous authority in negotiating changes 

that he wants negotiated. And that's done instead of a unilateral 

direction to the Service--that's done in a dialogue that takes place 

typically in the several weeks or few months prior to the OSARC 11 

or DSARC Ill. The great benefit then of the DSARC is that it con

centrates everybody's attention wonderfully on the problem. and 

both sides are motivated to try to work out an accommodation of the 

disagreements. 

Goldberg: And it puts the decisions on the record. 

Perry: Yes. From my point of view, the great benefit is that the Services 

realize th~ have to get the approval before they can go on to the 

next II)Ijor stage of the program. Tberefore I they t re will ing to 

debate and negotiate how the ~grlm should be modified 1n order to 

get that approval. From the Service P9tnt of vilW. obtaining that 

ijfCPiI 
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approval ramoves whiteyer am~,guity the~e ~i9bt have been about 

whether the program itse' f is an approved pr,ogram with the full 

support of the Secretary of Defense. ~, on both sides of this 

debate there is a great benefit to the OSARC meeting and the result 

thit comes from ft. Even 1f the result is negative. it is a benefit 

to everybody to have that doubt about the program finally formalized 

in a clear crtsp decision that the program will not proceed. The 

point. then, I would stress is that the DSARC is an extremely im

portant process ~ the most important managlltent tool that we have for 

affecting and tnft ulncing t even controll 1ng the Services as they 

implement the acquisition programs. But the importance of the 

DSARC meetings as such have been greatly overemphasized; most of the 

really significant management dynaMicS takes place prior to the 

meetings. not at the meetings. 

Goldberg: It 1 5 the process rather than the meetings. 

'Parry: Ves - Itls the process, and it 1s the recognition that approval is 

required before entering each of those three major stages. I would 

make one further comment about the DSARC process. One of the reasons 

the meeting is less important than one would imagine is that the entry 

fnto full scale development or the entry into production is not a 

discrete process. In fact, in nearly all of our major systems, the 

entry into production is a process wh1ch takes place over several years. 

The date at which you announce the DSARC authorization of product10n 

1s a somewhat arbitrary date selected somewhere 1n that period.. If we 

were not to begin any part of the production process until we get the 

DECLASSIFIED IN FULL 
Authority: EO 13526 
~hief, Records & Declass Div, was 
~ate: MAR 1 9 2014 



I, , I 

DSARC approval, we woul d be faced with a very unattractive set 

of a 1 ternattves t one being that we do not authorize productton 

unt11 all the development and testfng has been done, which would 

add about 2 or 3 years to our acquisition cycle over what it pres

ently is. That·s the nonconcurrent approach'to acquis1t1on--no 

concurrency in the programs. The other alternative would be that 

we authorize' production well befOre we have enough 1nfo~ation 

to .ake the final production decision because. 1n fact, our programs 

are concurrent. The point I'm making is that the production proces~ 

starts about 3 years before the development and testing is completed. 

That's because of the long lead time that's required to start build

ing the facUity to do the production and start buying the long lead 

components and the tool1ng. So we are spending production money 

in the program perhaps 3 years befOre full scale production starts. 

Goldberg: Is what you said about DSARC III also true of DSARC rI? 

Perry: Not to nearly as great an extent. It is true that the so-called 

advanced development phase and full scale development phase has a 

certain amount of overlap in it. One can regard that as more of 

a discrete process, but the entry into production 1s something that 

takes place over about a 2 or 3 year period. Therefore, we can 

choose whenever we want in that 2 or 3 year period to make the DSARC 

III dec1si-on. If we make it too soon. at the beginning of the pro

cess. 'ft have to make the decision in the absence of important in

formation .bout testing and development. If we wait until the end 

of the process t we are so far tona1tted to the program that It is 
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Goldberg: 

Perry: 

Goldberg: 

Perry: 

an academic question. So ordinarily we have that DSARC'III meeting 

somewhere in the middle of the process, while we are still conducting 

development and testing but wel' along in them, and after we are 

about a year or two into the early stages of production but befOre 

serial production has begun. 

How does the scorecard read on DSARC lIt? That is. have you guessed 

wrong at times and had to cancel a program. defer it, or whatever? 

You mean after DSARC II or before? 

Well, at DSARC III. 

We rarely cancel a program at the OSARC III meeting for the reason 

that I mentioned before, that the important management decision 

dynamics take place before the meeting, and if we are convinced 

that the program should be cancelled, welve usually persuaded the 

Service of that before we ever get into the meeting. Itls either 

because the requirement for the program has gone away. or because 

there has been some sort of a major technical fallshort on the pro

gram relative to expectat10ns--it was approved presuming a technical 

breakthrough that did not occur--or because there hiS been a major 

cost overrun. Now the first two examples that I gave you are usually 

obvious to both the Service and OSO. and there would be a mutual 

agreement to give up on the program. It does not require a meeting. 

The third one. t~ought the high cost, 1s one where there can be a 

major difference of op1nion. Because Nhen you say that a program ;s 

factng a major cost overrun, that's a prediction of the future. At 

the OSARC III point youtre just begtnning production, so the major 
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~osts have not been 1ncurred yet. You probably bave faced by then 

I developlent overrun; you have the f1rst set of predictions in on 

product10n costs·-wh1ch may be twice· as h1gn as you thought they 

were going to be. All those things create an environ.ent where 

the program protagonists take the position that the cost figures 

are exaggerated, and tne program antagonists say not only has it 

escalated 1n the last few years but that's just an indication that 

it l s going to escalate even more •. So you can very well enter a 

DSARC 111 meeting with a wide variance of views as to what the cost 

of the program is going to be. 

Goldberg: Where you have relatively small production runs for new weapons or 

systems may not the development cost actually be the greater part 

of the total? 

Perry: That can happen t and Pm hard pressed to tlt1nk of examples except 

in the field of nuclear weapons. ICBMS areperhaps the primary 

example. where it only takes .200 MX missiles fOr the entire fOrce. 

and in tltat case the cost of development of the missile is about 

equa' to the cost of procuring 200 missiles. So the development 

eosts are a ¥ery significant percentage of the total there. For 

Rl)st of our tactical weapons I where we are building thousands or 

tens of thousands of weapons. the developmental cost is a small 

percentage of the total. 10 or 20 percent of the total cost. In 

both of ttlose cases, we often focus our attentfon on developnent 

costs and procurement costs, tending to overlook what usually is 

the domfnant cost in the system, whtch is the 11 fe c,ycl e operating 
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cost. In II)st of our systems, the operat 1.ng costs over a 20 .. year 

cycle or 25-1ea;' cyCle are 1.rger than the development and pro

curement costs combtned. 

No~ to get back to this procurement issue. or the OSARC III decis10n. 

We try to scbedule the DSARC III meeting at the point at which the 

system enters low rate initial producUon. So there bas been perhaps 

a year or two of expenses for facilities and for buying long lead 

items. There has been some significant production expense 1n the 

program a 1 ready. We have a DSARC I II meeting t~ dec 1: de to beg 1 n 

low rate initial production. but we will defer the decision IS to 

M. to enter serbl production. That is. the DSARC III approva1 is 

not an approval for serial production. And we either have a DSARC IlIA 

meeting perhaps a year and a half later t or at 1east have the Service 

come back and have the program reviewed at my office before that 

stage is reached. What we Ire doing then fn that OSARC IIIA or that 

second level dec1sion--if you imagine the production rate ;s pro

ceeding at some very low rate--1s deciding when to ramp it up to 

full scale production. I have become convinced, after 4 years at 

superv1sing th1s process, that in most cases, the real issue at 

DSARC III. is not whether we're going to produce a system but 

when we wil 1 begin the full sea.l e production of it. We have to de

termine what set of criteria to use for determining when we can pull 

out the throttle and go into full scale production. 

Goldberg: Well there's neyer any question really of discontinuing that pro

duction but when you're go1ng to take off on it. 

fljlllti 
7 

DECLASSIFIED I. FULL 
Authority: EO 13526 
~hief, Records & DeclalS DIY, WItS 
J8a: MI 1 9 201. 



Perry: The classic case was the XMl tank. There was not any serious con

sider_tioR ln thts building of term1nating the XMI tank program. 

Had there be., some complete techit1cal disuter on it. wMcn 

indeed some people alleged had occurred, we might have considered 

it. but our technical assessment is that we have a sound design. 

So all of the debate at the DSARC hinged on whetner the system had 

proceeded far enougb fn its tests to demonstrate desired performance 

and reliability. or whether we should keep it in test another year 

or two before entering productton. The decision we made was that we 

would enter low rate 1nlt1al production, but we would establish a 

set of criteria of durability for the engine wnich would have to 
be demonstrated in continued testing befOre we'would allow it to 
ramp up to full scale production. That has the advantage of keeping 

pressure on the program office to make those durability or relia

bility improvements which might make a 50 percent improvement in 

the ease with which that equipment could be operated or in the economy 

with Which it could be maintained. 

Goldberg: Do you have stretchouts on some of these programs for budget reasons? 

Perry: Yes. There t s hardl y I weapon 1n our Army modernization program that 

is being produced today at its most effic1ent rate. or the rate at 

which we intended to produQ! it when we structured the program, or 

the rate at which we facilitized the program. When you build facili

ties enviSioning a production rate of 100 a month. then only produce 

30 a month, it's clear that youtre 901n9 to end up with an uneconomical 

rate for producing the system. That's true fOr nearly every army 
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wel~n welre building today, and it's true-of our tactica' air 

forces as well. Only in our strategic fOrces are we authorized 

production at the most efficient rates--the cruise missile progrmm, 

for example. In fact, from the time that program was author1zed 

in '77, it took only 4 years to run it through its competitive 

development cycle. enter production, and bring it up to serial pro

duction. We started production expenditures on that program 1n '77. 

That was an example of where we applied all the funding that the 

program needed. There was no holding back of funds~ there was no 

trimmtng dur1ng budget cycles. When we do it that way. we not only 

can keep good schedul es but we can achi eve the lowest unit cost 

possible on the system. 

Gol'dberg: Do you think. the stretchouts Ire getting !BOre COlllll'lOn and wn 1 

probably get IIOre so in tbe future? 

Perry: That of course depends on what the Defense budget will be 1n the 

future. The conditions which are causing the stretchout are twofold. 

Even though our defense budget has been increasing in the last 4 

years. welre still faced with a stretchout problem. for two reasons: 

First is that the ArmY in particular bas a procurement moderniza

tion bulge which 1s hard to deal with. They had more than a lO-year 

pause in equipment modernization during the Viet KIm war--from the 

mid '60s to the mid 170s. As I result. Army equipment in the field 

now dates back to designs of the 150s and production in the '60s 

mostly. So they're desperately \n need of modernization. but 

they're tn need of modernization in all categories of equipment. All 
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of these developments took place during the '10s. and they, are now 

simultaneouslr all coming tnto production. 

Rochester: This ts the bow wave problem? 

Par",y: Yes. It utsts to a certain extent in all three of the Services, 

but it is particularly acute in the Ar~. It includes, for example, 

the new utiltty helicopter. new attack'helicopter. new air defense 

system (Patrtitl. new mobile air defense missile, the division air 

defense gun. and a new rocket system (the multiple launch rocket 

system) • You coul d go down every IIIjor category of army equ1 pmant. 

and we not only see a new syst~ to replace one that dates back 

20 or 25 years. but we'see them all coming into procurement over 

about a 3 yell' period. So it ts an enormous probl em. and as we look 

to the probl em of how to phase them in, we are confronted with 

agonizing. decisions. They're all n,eded. and one is needed about is 

bad as another, and they're all ready to produce about now. Having 

carried a major program through development. having started a pro

duction run. to just put it on hold for 2 or 3 years would cause 

major inefficiencies. So. we have not really been abl e to make a 

decision to do these five and not those five. We really wanted 

to do all of them at once. 

The second problem, which has really caused acute difficulties in 

the modernization program, has been not only inflation as you ex

perience it when you go to the supermarket but the particular in

flation in the aerospace industry_ The inflation in the industry 

from which we purchase our equipment hiS been even greater than the 
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average and has not been planned or accounted for in the b~dgets 

sufficiently. 

Goldberg: Military inflation has been greater right along now for 30 years. 

Perry: Not military inflation, per sea 

Goldberg: I meant the industrial/technical inflation. 

Perry: Yes. 

Goldberg: It was true during the Korean w.r and after. during the Viet Ham 

war. and is sttll true today. 

Perry: It tends to be true during periods when the demand is greater 

than the supply ~ And that happened during the Korean wlr and the 

Viet Ham war. It is happening now, Dut for a different reason. 

In those two cases it happened because of the excess demand being 

created by tne Defense Department. Now t we're not buying any more 

tanks or guns or airplanes than we were 5 years ago, but the 

commercial airplane industry 1s buying the second generation of 

jet transports. and that not only affects the airplane4 Cbmpan1es, 

it has passed down to the second and third tier subcontractors, 

making all of them busier than they could accommodate. That excess 

demand could be accommodated either by the industry responding 

with increased capacity or by the industry simply stretching out 

the input and ralsing the prices. It's the latter which has happened. 

The reason the former hasn't happened (the increase in capacity) is 

that most companies have made the jud9llant that this is a short 

term excess demand--that it will go away in a year or two, and there

fore if they build up increased capacity, they're going to be stuck in 

11 
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a ,year or two with excess capacity. So most of them are tryi.ng 

to f1nesse the "roblem, to .it it out. And as a consequence. 

wetye had superheated inflatton 1n that industry. In the aero

space 1ndustry fn the last year. 1980, it ts been sOIIlelllnere between 

15 and 20 percent, which is eyen htgher than the consumer price 

index has been during the same period. Whereas the budgeting 

for the year asslJled inflation levels of around 9 or 10 percent. 

So when we talk about a 5 percent real growth welre talking about 

5 percent on top of 9 and 10 percent. And that doesn't quite get 

us up to what the inflation really was in the equipment-purchasing 

account. 

As a consequence of these two probl ems. and in spite of our plan

ning and budgeting, there has not really been money to allow for 

increased procurement of tanks and airplanes. Welre trying to 

deal with this bulge without stopping programs which seem urgent 

to us. As a consequence many programs are getting stretched. and 

of course that's a circular problem because as you stretch them 

you take what already was not optimum procurement rates and cut 

them in half. say. and that tends to increase unit costs even more. 

I suspect those two underlying prob1ems are going to be with us 

for a while. The bow wave is not going to go away for at least 

a few years. My judglDWlt is that we've got at least another year 

or two of excess inflation in the aerospace industry to contend 

with, So it will tate yery 1 arge increases in the- procurement 

budget account to deal with those problems. The budget .h1ch the 

Pres1 dent wil 1 suhm1 t in danuary- wi 11 
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procurement account. The 'Sl budget approved by the Congress 

i1mtlarly had major increases, but neither may be enough to offset 

the problems 1 have described. There is talk by the new administra

tion of having an "81 supplemental, but .ether that will happen 

or not is something that remains to be seen, 

We have already merged into several other questions, Your question 

concerning organization and respons.ib1l ities of my office. The 

s1mplest way of stating it is that we are responsible for overseeing 

the technology and acquisition programs of the Defense Department. 

I've already explained that overseeing does not mean execut1ng 

those programs. but rather overseeing the Services' execut10n of 

the programs and I've explained how the DSARC is involved in doing 

that. 1 should mention that the other method of control is through 

the budget process. By and large. the OSD management team that 

compriSes the DSARC is the same team that comprises the Defense 

Review Board (ORB), which makes budget recommendations to the Sec

retary. SO there should be some degree of congruity between the 

decisions. You would think that when the OSARC recommended that 

Ii program shou' d go into procurement, that when the salle peop' e 

met 3 months later with a different hat on to look at the budget 

they would also recommend to find the funds to procure it. That 

does not always happen though. And the reason it doesn't is be

cause the two processes are different in nature. In the DSARC. we 

are putting our blinders on in effect, and looking only at this 

one pr,ogram; wetre not looki'ng to the 1 aft and the right t at bow 
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it cOlllperes with other pr,ogruas in tems of priority, except 

to one extent. We have added to· th.e DSARC process the require

ment. at both OSARC II and OSARC Ill, that tne program be in

cluded in the ~erv1ce 5-ye8r defense program. So at least the 

Services. in their priority determination and 1n thetr esti

mate of what the funds will be, have projected funding for that 

program on into procurement. Nevertheless the 5-year defense 

program is changed from year to year. As 1t gets changed. some 

programs which have been approved to the DSARC II or OSARC III 

levels may fallout after the budget level bas been set. And we 

see that happening. We see the same group wlich sat down at 

DSARC and recommended that a system enter full scale development 

or full scale production, a few months later sitting down in the 

resource meeting and determining that there are not enough funds 

to proceed on the program. One of the classic examples of this 

is the AV-as program. The AV8B program has passed every DSARC 

milestone with which it's been confronted. The OSARC has always 

determined that the program had a valid requirement and that the 

ta:tn1cal and programatic aspects were being adequltely met. 

But 3 years in a row it flunked the budget test. Interestingly 

enough, it always just barely flunked. That is. it was always 

one of the programs in the budget. but when the line was finally 

drawn as to wbare the budget would be for that year. 1t always 

happened to f.,1 one or two programs below ttle 11ne. And so 

it ended up not. getting funded. I beHeve that it will however 

wp~ 
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be tn the 1'982 budget. 

Goldberg: It'll make the Marines happy. 

Perry: Ves • 

Goldberg: What are your thoughts on the organitation of your province here 

in research I.nd engineering? Are you satfsffed it has been ade

quate and effective? Do you think it can be made more effectfve 

than it is1 And would you rec~end any changes in R&E1· 

Perry: When I first came into this job we .de almost 'lIDediate1 y a 

major reorganization, in fact the most major one that's eYer 

been made in the office, in that the Secretary determined that 

we should add responsibilities to this office that had never been 

here before. The most important of these was adding responsi. 

b1lity for production of weapon systems as well as RID. although 

he did not change the title. It was st1ll RlE. He also added 

supervisory responsibilities for several agencies that previously 

had not been under us--DARPA. DCA, DNA. DMA, the Assistant to the 

Secretary for Atomic Energy. and Dr. Gerry Dtnneen,the Assistant 

Secretary of Defense for CSt. Dr. Dinneen arid his staff were brought 

in and he was made principal deputy. So those were profoundly 

sweeping changes that vastly increased the responsibilities of 

the office. And it made us responsible in this year's dollar terms 

fOr about $60 billion worth of programs instead of about $15 billion. 

That was a very major change in organization. Now to accommodate 

that at the time tbere were added the staffs that had been with the 

e31 office and tbat bad been with th.e Assi'stant for Atomic Energy. 
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And about half of the staff that had been with the Assistant 

Seeretary for r & l. Then when a" of those were nominally added. 

there' were subtracted some siveril dozen billets on the theory' 

that it WDuli be more efficient to bring all of these together, 

and therefore we wouldn't need as many people to do the same work. 

As a consequence of that subtraction we eliminated some of the 

offices and some of the functions that exhted before. We made a 

fairly fundamental change in organizationa' approach. Before. there 

had been offices that supervised the RID of programs. and a dif

ferent offf ce superv1 sed production programs. We took the off1 ces 

that had the R&D responsibility and simply expanded them to include 

R&D and production. So instead of having two different offices that 

were responsfble for the Patriot missile, one fOr RID and one fOr 

production, we had one office responsible for the Patriot R&D and 

production and a very small office which is responsible for production 

techniques across the board. And that was the way we accommodated 

the removal of several dozen billets in the organization. 

Goldberg: How did it work? 

Perry: The combin1ng of the R&D and production lIlas a great improvement. 

What was happening befOre was that there were two different offices 

which spent half of the time writing memos to each other. All of that 

busy work was immediately eliminated. 

Goldberg: They could sttll write memos inside. 

Perry: No, because it was not just a single office doing that j.b; it ended 

up being in most cases a single person. Had we s1mply brought all 

S!8Oz.rr 
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of those people together into one office it could haye had that 

effect, but we lost t~e people by the time.we got the responsi

bl1 tty. So I!(e simpl y had to expand the responsibility. That 

worked generally pretty well. Khere tt d'fd not ork. well, and 

where r .auld do it differently if I were dDing it over again, is 

that we carved too many peopl e out of Ue organization. with the 

consequence that there were too few people left to fOllow up 

on production techniques. And we have had an inadequate _phasis 

in the last 4 years. in my judgment. on the productivity of our 

industrial base and the productivity of the few arsenals we have left. 

There has been no strong advocate. no strong voice in the building 

for insuring the appropriate buildup of our productive base. 

And that I think has not been a result of the organizational change; 

it simply was a last opportunity. There never was a very strong 

voice for it because the I Ie l office was neyer that strong. But 

haying brought this in' under an undersecretaryts office, there now 

was an opportunity because the undersecretary's voice could be a very 

strong voice in that field. But not haYing I strong staff for this 

function, it tended not to get the emphasis that it should. So as 

I look back to the last 4 years. one of the major th1ngs I would 

have done differently would be to put a much stronger emphasis. more 

people, stronger staff in that area so that we would have a strong 

advocacy Within the department fOr maintaining and building our pro· 

duction base. 

MIEI, 
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Goldberg: And what about the role of the Services in this connection1 

Perry: Well again • the Services collectively manage the production base. 

But since thts office oversees that functions we can either be 

II strong voice fOr assisting the SerVices in their desire fOr in

creasing production or we can sit Dack and say "well of course 

they want more money to do that but that has to compete with 

other requirements and we judge the other requirements to be 

more fllportant. 1I So there was not II strong enough support fOr 

maintaining and 1ncreasing the industrial base within tbe Off1ce 

of the Secretary Df Defense to amplify the interest and demands 

that the Services had or even to prod them in that direction. 

There was II mixed view. there was a mixed activity in the Services 

relative to the production base. Some of the Services some of the 

time pushed it strongly. others dtd not. Wbereas there should have 

been a uniform push by them and strong $upport from us. 

Goldberg: Well. therets also the matter of the quality of the base as well 

as the size of it. and here the Services would surely have some 

concern. 

Perry: I'm speaking primarily of the quality of the base. not the size. 

The principal deficiency of OUr industrial base today is its quality 

as measured by productivity,' The princtpal reason this product1v1ty 

is sagging is because we have not modernized the equipment. the 

facilities in our plants, to the extent that we should. 

Goldberg: So when you speak of expansion, you're really speaking of improvement? 

Perry: Product1v1ty improvements. wti1eh both relate to reducing unit cost 
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of equifJltent and to reduc1.ng schedules.. To put it another way_ 

H you don It IIIIke those 1mpt'ov.ents. as tim. goes on you're going 

to see costs increasing higher than they should and schedules 

dragging out. The .. e fiave been very- major imp¥'Gvements in the 

technology, in the process manufacturi.ng technology_ that allow 

for stgnfffcant improvements in producttv1ty. but those Simply . 

have not been incorporated 1n our plants to the extent that they 

should be. There are two reasons for this I think: In genera' 

our industry has not increased its productivity or modern1zed 

its facilities to the extent that Western European and Japanese 

indus.tries have. We see ourselves fa1Hn9 behind in c011lRercial 

competitiveness because of that. And since our industry builds 

most of our defense equipment. one of the victims of this lack 

of productivity increase has been the defense programs done in 

industry. But another reason, that 1s more unique to defense. 

1s that our procurement contract$have not provided the proper 

incentive fOr modernizing equipment. 

Goldberg: You seem to be pleased with the change that's been made. What do 

you think of the two undersecretary system as distinguished from 

whit preceded it? 00 you ffnd that there is any closer relation

ship between the policy s1,. and the R&E side than ex1sted before? 

Perry: Yes. r think part of the reason fOr that has to do wfth the 

personalities involved. so you cannot guarantee continuation of it; 

and another part of the reason has to do with the fact that the 

lines of comlunication are simpler. You don1t have so many assistant 

secretaries dealing with so many other assistant secretaries. J 
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think that's been a m~jor improvement. Tbey should have gone 

all the way though and gone to three under-secretaries. We 

sttll have two undersecretaries and a bttcn of assistant secre

tarles'. The original plan was to have three undersecretaries. and 

the beneftts we got by gOing to two would haye been even greater 

had we gone to th.ree. The Secretary and Deputy could have had 

much more effective lines of command and the undersecretaries 

themselves would have had much more effective lines of communica

tion. 

Goldberg: You'd have had fewer people to deal with. 

Perry: Fewer peo pl e to deal wi th. and the peopl e you dealt wi th woul d 

have had the authority to solve the problems. When I deal with 

Bob Komer on policy matters. when he and I reach an agreement. 

I can count on him carrying out his end of it, and he can count 

on me carrying out my end of it because we have enough authority 

to do that. So you don't waste so much time coming to agreements 

with people and then finding out that even though you agree, 

nothing happens. 

Rochester: Has your job been made easier or more difficult by hiving a 

Secretary of Defense who is also a scientist 11ke yourself? Does 

that facilitate your job or does it in some ways diminish your 

authority in the R&E area. 

Perry: I have to Sly I was very apprehensive about that when 1 ca_ into 

this job. It is not just that,he's a scientist. it's that he pre

viously held this very job. And so I imagined that he would 
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believe that he knew how the job should be done and would be 

second-guessing every action that I took. In fact. that has 

not Deen a problem. I think that has more to do with the 

personality of the man and the fact that he ts so enormously busy 

with all the demands on him. thtt if he is satisfied with the way 

a job is being done. he lets it be done. He'S been for 1118 a 

very effective supervisor, a very effective person to work with 

in that we discuss issues- enough that I know what his pol icy is and 

what he is trying to accomplish but not so much that he tries to 

give me day-to-day direction on how to accomplish it. By and large 

he has supported me in what I've done. And I felt very good about 

that. It WlS not predfctable; the problem you raised was potentially 

serious. 

Rochester: How important do you feel it is for the Secretary to have technical 

or scientific expertise? 

Perry: I don't think it's necessary for the Secretary of Defense to be a 

scientist. I do think when you consider the importance of the 

technical decisions that we make on our weapons systems. it's 

important that he have good perception on technical issues. He hiS 

to be able to communicate with technical people so he's not snowed 

by them. Now live known many people 1n the Defense Department who 

wtthout the technical traini'ng had that property. Robert MacNamara. 

for example, or Jim Schlesinger. None of the technical peopl e in 

this butld1ng ever snowed ,either of them. So ttls not required fOr 

the Seere.tary to have. technical training. but it is. I think, 

Iloai!fI 
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absolutely requtred that he be able to conduct In effective. in

telligent, coherent conversatton with technical people so thlt 

he can grlsp the real issues involved. 

Goldberg: One of the big problems over the years has been the relation

ship between policy. between strategic planning and poltcy~ and 

the technical side. development, production etc. Does this new 

organizlt1on~-tbe two undersecretaries~-help in that regard? Do 

you feel that there is I closer relatfonship1 Do the policy 

peopl e pay more attention to what you are doing here? Do you 1nform 

them so that they can be informed in relation to the policy de

cistons? 

Perry: Ke haye had a very close relation between a.E and policy in the 

last 4 years. Probably an unprecedented close working relationship 

between the off1ces. Part of this no doubt is attributable to the 

change in organization. But I think a good part of it simply reflects 

the interest and the personalities of the people involved. I have a 

profound tnterest 1n policy and how our technology can be used to 

support policy. 80b Komer and Dave McGiffert. Walt Slocombe, the 

people we work with in that office. and Dan Murphy. are all Quite 

at home and conversant with technica' issues. can discuss thea freely. 

and are quite sensitive to the rol e t.,.t modern weapon systems and 

technology play. In some of our programs we find technology leads 

policy; in many programs it happens more as you thfnk it should be. 

that policy leads technology. ~or years. I would say. in the nuclear 

weapons field technology led policy; we bunt the nuclear weapons 
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that technology allowed us to butld and then we tried to work the 

pol1c,y around the weapons tb.lt Ir(e had. And that was. I th1nk. a 

fair description of how policy, nuclear policy, evolved out of 

our technol~gy and our weapons. 

Rochester: Do you think that'$ been the case with P.D59? Go1ng to counter

force when you have the capability of a more accurate missile? 

Perry: No, I dontt think that was an example of technology lead1ng policy. 

I think that was truly a case where over the first year or two 

with this administration, the poltcy people. led by the Secretary. 

evolved wt they thought was an appropriate policy to deal with 

the strategic problems 1n the world today, They were aware of 

the fact that our technology would allow systems that could attack 

silos, but I dentt they were driven by that in any sense. You get 

different views on that, but my vfew of how PD59 arose was a policy

driven consideration with an awareness of what technology could 

do rather than being technology or weapon-driven. 

Goldberg: On thfs same question of the relationship between po11cy and 

technology, what about the Services? Do you feel that they have 

done something I know some of them have been strivfng to do for 

years--ach1eve a closer relationship between their planners and 

their R&D people? lIve heard many mil1tary people discuss this sub~ 

ject in the past; many of them bewail the state of that relationship. 

Perry: If that has happened in the Services than I have not observed it. 

Goldberg: So ~u have done much better fn that regard here you think thin tbe 

Services have been able to do? 
DECLASSIFIED IN FULL 
AU~hor;ty: EO 1352& a'et, ReCOrds & Dec, ••• DIY. INS Ylte. f 

. lIAR 19 2014 



Perry: I think so. In that regard, They have a different problem of 

course. It's hard to draw an analogy betwean the two organi

zations. 

Goldberg: There are ~ig differences. No question about that. 

Perry: Well they have a unifbrmed Service and then they have a secre

tariat. and when we talk about the Service we have to stop to 

reflect which of those two we're talking about. 

Goldberg: Well I'm talking about the unifOrmed Service primarily. 

Perry: Well I havenlt seen that congruence between either the uniformed 

Services Dr the secretariat to any great extent. 

Goldberg: Within the uniformed Services? 

Perry: Wtthin the uniformed Services. I have not seen it nearly to the 

degree which I would like or that they WDuld lfke. You would look 

for example in the Ar~ to seeing a closer degree of planning be

tween TRADOC and DARCOM. And I don't see that happening to the 

degree that I think it should, and I believe that if you'd ask 

General Guthrie and General Starry that question. you'd get a simi

lar answer. They might say what progress has been made and what 

the good things are, but I believe the bottom line would be that 

they think there's a long way to go 1n that respect. 

Goldberg: Does the Navy do better do you think? 

Perry: No, I don't believe so. 

Goldberg. Then the Air Force doesn't either? The Navy was generally considered 

the best 1n the past 1n that regard in achieving a closer working 
relationship. 

setK!" 
DECLASSIFIED '" FUll 
AU~hority: EO 13528 
=~, Record, , Dec,.,S DiY, WHS 

'fAR 19 20J4 



.' I , 

~glil 

Perry: It's hard for me to comment on the Nlvy_ The reason I hesitate 

is because fn the last 4 years the signiffcant design, technology. 

lid weapons issues have not been brought to a head in the Navy as 

they have been 1n the Army and the Ai r Force. In the Ai r Force ~ 

we've come to grips with the strategic nuc1ear modernization pro-

grill. In the Army, we've come to grfps w1tn modernization of the 

ground forces. In the Navy I it does not seem to me that we have 

come to grips with what the next generation Nlvy would look like. 

We have continued to build ships ~hich had already been des1gned. 

We've continued to build air~lanes which were designed It an earlier 

stage. 'But the gut issues in the Navy have to do with where is 

the surface Navy go1ng and what kind of ships are most appropr1ate 

to ft; what is the futUre of the carrier and what size should it be; 

what is the role of vertical take-off and landing aircraft; should 

we be going for few large submarines or many smaller ones? Those 

are the kinds of questions that have been asked in the last 4 years, 

and I don't see that any of them have been brought to a reasonab1e 

resol uti on • Not for want of trying and not for want of interest in 

getting the answers to those questions. So until we start to get 

some of those questions res.01 ved, I'm hard pressed to reilly Issess 

the effectiveness of the interface between policy and materiel in 

the Navy. because the acid test of effectiveness is the resolution 

of issues of that degree of importance. These are issues that. do 

involve the bringing together of requirements and matertel. of policy 

Ind technology. I believe you cannot make any decisions of the 
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kind Ilye described. that l'Ye listed here. by looking at only 

one or the other. An intelligent judgment on any of these 

questions involves a marriage of those two points of yiew. 

Goldberg: My observation 1s that itts always been diff1cult to find out 

whatts going on inside the Navy. 

Perry: It may be that the issues aren't raised; they're just new enough. 

have been addressed recently enough. and are difficult enough 

that they just haven't reached the state of maturity yet. In the 

next year or two you may start to see the answers come out. but 

I WDuld be surprised. 

Goldberg: Well. they're percolating inside. 

Perry: They're percolating, and I not only haye not seen the answers. I 

haven't even gotten much of a measure of progress towards resolu

tions. 

Goldberg: Could we speak to the third question, on priorities, and your 

thoughts on those? 

Perry: The question about hard choices between weapons and technology on 

the one hand and manpower. training. and operational readiness 

on the other hand. How do you choose between those when youtre 

forced to choose? 

Goldberg: Where do you put your money? 

Perry: Yes. That. is tr."ly an agonizing choice. 

Goldberg: 11m really thinking of the present s'ltuation and the i.edfate 

future, and this coming administration 1s 901.n9 to have to make 

some of these choices. You've made some of them. They're going 
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to have to IIIIke some more. Whit are .)'Our views relative to ,your 

expertenceat this point? 

Perry: I'll tell you what I see happen1,ng first of all, and then I'll 

ghe ,You my vt_ on it. What I see hcappeni,ng I think 15 a mistake. 

There has been a major pivot happeni,ng in the Defense establ1sbaJent 

now, which. I think will continue through the next administration, 

away frOlll technology and modern1zat,ion lind towards what is cilled 

readiness, which involves manpower. trafning, lnd operational factors. 

I think that is a serfous mistake that's based on a false premfse, 

and the false premise is that these two are in conflict with each 

other. Th~ are indeed in conflict with each other when, it comes 

to getting funds. But I think the beginning of wisdom in this prob

lem is understanding that the modernization program that's under way 

today is critical for improving the prob1aas we're facing in manpower. 

training. and operational readiness. Each of those three, independ

ently and collectively. There is a widely held belief, which is a 

complete distortion of what the facts are, that the technology that's 

gOing into our weapons today makes the equipment more expensive, 

harder to operate and harder to maintain. That's just incorrect. Our 

equipment today is hard to operate and hard to maintain. The opera

ttonal readiness is sagg1ng not because of the technology thatls 

in 1t. but because of the absence of modern technology. That is be

cause most of the equipment thatls out 1n the field today embod1es 

designs 20 to 25 yeart old. The major technological revolution that's 

n.ppened 1n th.e last few decades, which allows me to state that 
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technology i.~roves reliability, 0~erabll1tYt and ma1nt.fn~ 

ability. is the semiconductor l~'general, and large scale inte~ 

grated (LSI) circuits'1n particular. Th.e introduction of that 

technology, the development of ' weapon systems that make aajor 

uses of LSI technology. w111 have a profound posttive impact on 

manpower, tra1ning, and operational readiness. The equi pmant just 

entering prodUction today. the equiPMent which is just completing 

development today. which embodies the modern el !Ctronics. will be 

,far easier to operate than the equipment in the field today. It 

w111 be far easier to matntain and it w111 have an inherently 

high reliability, so that the operational readiness rate wi11 be 

higher. And the longer we delay getUng thet equipment in the 

field the more welre g01ng to aggravate this other set of problems 

we have. We cannot solve those problems simply by putting more 

manpower on tbem or by buying more and more spare parts for these 

obsolete equ1pments that we have. We bave to take this step in 

modernization to solve the problem. 

Let me glve you an example. I just came from vts1ting the XMI 

factory and driving a tank around. That tank has performance im

provements over its predecessor. and when we brag about the XMI 

tank compared with the M60 or the M48 weare usually talking about 

its performance advantages. But tt's also true that it is far 

easier to operate than any tank we've eyer built. If you were 

to go to the proving grounds and ,sit down 1n the driver's seat. 

th.ey could teach you in 5 minutes how to dr1ve that tank. And if 
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you ever dl'Ove a World War II tank. you .111 apprec1ate the 

comparison. It is no more difficult to drtVI than driving a 

modern automobile with an automatic transmission. But literally, 

in 5 minutes you can learn how to drive it if you've ever driven 

an autOfllObile, which most American young people have. Now secondly. 

you go to the fire control system and in 5 minutes you can be 

checked out on how to operate the gun. Maybe 10 minutes to really 

get a good understanding of it. When I was checked out in that 10 

minutes and taken out for a test drive t out of the five shots that 

I made at a tank, I made fOur Qf than as direct flits. And this was 

f1r1ng from a IIIOvtng tank moving over rough bouncy desert terrain. 

Thatls not because I'm a good shot, it's because tt's easy to learn 

how to fire it. Any kid who has played a video game is sort of auto

matically checked out on one of these systems because the controls, 

the Sighting. the things you do are like the th1ngs you do on a 

video game. Really all you're doing 1s looking at a screen and 

keeping a bull 's-eye on the target, and when you decide youlre ready 

to fire, you have two triggers to press. One is the laser trigger 

which measures the range accurate to a fraction of a foot. and second 

is the f1r1ng trigger. In the fraction of a second between the time 

you press that first button and the second button, a computer does 

all the things that a gunner used to do. which is figure out how to 

correct fOr windage. how to correct for the !IOtton of the tank. and 

how to correct for the bounc1.ng of the tank. It mikes all of these 

computations, points the gun in the right direction and fires ft. 
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The gunner neyer points the gun. The gunner sfmply keeps the 

bullis-eye atmad at the target and pulls t~e trigger. And the 

computer does all of the pointing. 

Goldberg: Ho.' reliable is the computer? 

Perry: It's a very rel1_ble system. It's much more relfable than the 

mech.nfca' parts of that tank. probably by a factor of a hundred. 

If you've eyer used one of these 1 ittle hand held calculators .. 

that's the kind of technology that·s in ft. It's composed of micro

e1ectrmte chtps which have a very high l1fetille. We had a problem 

to get it designed and checked out, but once you have a system like 

that through its tnfant mortality, once you have it adequately 

designed and incorporated into the tank. they just go on forever, 

with min1mum maintenance required. It's not like trying to repair 

a radar during the Korean Dr Viet Ham wars where you had to have 

people gotng in and looking at ind1vidual circuits. That took 

real training--to train a person to repair an electronic circuit. 

We don't let a person anywhere- near the circuits on this system. 

He wouldn't know how to repair one of these little chips if he 

had it. So instead. the whole maintenance philosophy is a subsystem 

replacement. where if it goes wrong. you've got built-in test equip

Inent which tell s you which card 1 s wrong, which chi p is wrong. and 

you have to take it out and replace it with another one. So it 

eases altogether the problem of maintaining the equipment. It greatly 

s1mpliftes the operation of the equipment, and 1t has I much higher 

reliabtltty, a much higher operattonal readtnes,. But Until we get 
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that equi~ent out in the field. what wetre goi~9 to be 11v1n9 

w1th. is equtpuent that has vacuilrrtubes tn it. or discrete cir

cutts, equtpment that has electromechanical 'equipment in it which 

is highly sUscepttble to breaktng'doNn and very difficult to learn 

to operate and very dtfftcult to repair. 

Goldberg: Then you a.re maintaining that future ..apons .ith very high elec. 

tronic co~ponent elements are gotng to be much'more reliable. 

Perry: Yes. far more reliable. If you ever used an electromechanical desk 

calculator, which I have used off and on all through my 11fe, and 

compare that with a little hand held semiconductor calculator in 

terms of the ease of operation. 1n terms of reliability, in terms 

of mafntafnab11ity.and fn terms of cost - in all of these there 

is a factor of 10 or a factor of 100 improv.ent simply because the 

e1ectro~echanical equipment is fundamentally unreliable. funda

mentally difficult to keep operating. particularly in rugged military 

environments. So as we go from a M48 tank with an electromechanical 

flre control system on tt to the M60. which has electronic circuits, 

discrete circuits and analog circuits, there's an improvement but 

not a revolutionary improvement. As we go from that to the Dill 

whfch has integrated circuits, digital circuits on it, we finally 

reach the stage where we're realizing the rea' benefits of the 

semiconductor revolution in military equipment. But welre faced 

. with a dichotomY'. When a congresman 15 looki,ng at the programs 

he's approving he·s seeing all of thls modern technology 1n the XMf 

tlnk~ the Patriot milstle system, and the cruise missiles. But whlle 
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he ts approvt,ng funds fOr that high technology equ1pnent, hels 

also getttng repOrts whtcb say that.Our troops can't operate or 

ma1ntatn our eqU1p1)ent and the operational read1ness is down; 

and he tends to equate those tvto. But. the' re,orts be t s getUng 

on the operattonal and matntainabtltt1 problems are dealtng wtth 

equtpment which was designed 25' ye.rs ago and built 10 to 20 years 

ago. 

Goldberg: Hels also looking at the Washington Metro system. the fare card 

system, whtch may not use the technology that you're talking about. 

but presumably used some related technology that may be more simple 

perhaps --

Perry: That's a clear example. That is a modern technology where you'd 

haYe to say the systems engineertng was not done adequately. It's 

certainly true that we have some defense systems in which the system 

technology wasn't adequately applied either. The technology ts not 

a panacea~ it has to be applied properly, the system engineertng 

has to be done properly. The Metro system does not have the benefit 

of th1s agonizing development and test processing that we go through. 

For all of the gr1pes about our,'acquis1tion cyele. how long it takes, 

those 2 or 3 years that we spend fn operational testing before we 

go into serial production. pays for itself over and over again. And 

t will go so far and have gone so far as to argue far concurrency 

of pragra •• to nave the operational testing overlap our development 

cycle, our production cycle. But I bave alwlYs supported and will 

cont1nue to support the importance of a v,1gorous operational test 
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program to catch the bugs that are in the syttem. Metro never had 

the beneftt of anyth1ng 11ke that. This Metro system operates well 

cORlPl'red wtth'the system' where I came from - ... the BART system in 

San Francisco, which. was the first'such system that was built. It 

had enormous systems problems that persist to this day. 

Rochester: How ter10usly does the shortage of strategic minerals affect our 

R&D or our planning? 

Perry: The problem that it poses at the present Is that it is part of 

the aggravating factor in this in11 ation that I was tal king about 

in the aerospace Industry. One of the reasons for that extrh 

ordinarily high inflation is. that we bave a very high use of stra

tegic metals. As a consequence, if there's a shortage we see price 

increases that are comparable to or tn some cases greater than,the 

price increases in 011. fuel. Cobalt for example -- the las,t'time.I 

looked at the figures -- had increased by a factor of 7 in the last 

4 or 5 years. not 3O~ or 40'; but 6001. So that's the kind of a prob-

1 en that we see every day.. Our jet 8.ftg1ne prices for eump' e have 

increased far more than other things we are buYing because they 

have a high percentage of scarce materials in them. And because 

they're scarce. and because the demand may be higber than the supply lI! 

and because a few countries control the supply and therefOre can in 

effect "pull an OPEC" on us, we are finding oursel yes highly sus ... 

cept1ble to great price increases. Now there's also a potential 

problem in the future of not be1ng able to get them at all. So 

~&t 'tend to worry even more about that problem than about 
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the price problem. And for both of those reasons, I think itls impor

tant that we take some pretty significant actions on that. One of them 

is taking actions to develop domestic supplies. If you think of fuel 

as an analogy, that's like going after the synfuel program. There are 

things we can do to accomplish that. In fact, our Defense Production 

Act already gives us the authority we need to develop domestic supply. 

Basically, what needs to be done is to provide a price guarantee and a 

price floor over some period of time. and that's the incentive that US 

industry needs to go in and develop their own supplies. The second 

thing that we are doing. perhaps not vigorfously enough, is developing 

synthetics, alternate sources, substitute sources I should say. As part 

of our R&D program wetre developing super alloys which using COTIllIon' 

metals, making alloys of sUel or aluminuw will be able to perform 

the function that cobalt. vanadium, and so on perform in systems today. 

So those are the two approaches to it. Alternate sources by stimulating 

domestic suppliers and'sUbstitute sources through R&D. Neither of these efforts 

has been pursued vigorously enough in my judgment they must be pursued 

much more effectively over the next S years. Even if we do pursue them 

effectively. the real benefit is probably off in the late '80s sometime. 

It takes a long time to get these kinds of programs. 

Rochester: This a problem that seems to have crept up on us. There 

seem to he so many imponderables right now. How is it pOssible to have 

a S-year defense progra~ that is anything more than a wish list. that is 

not very tentative and problematic? 
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Perry: 1 find the s..year defense program a very useful planning guide, 

and I consider it certainly much more than a wish list. I think the 

history of it has been that. to the extent our budget predictions 

were. reasonably accurate, the kinds of programs that we executed within 

those budgets have been fairly consistent. t say that because basi

cally 11m challenging the premise that these problems have crept up 

on us. The public awareness of them has come recently, but the know

ledge by defense. planners of the problems with scarce metals and minerals 

has been with us for a good many years, What has been lacking is the 

vfgorous management prosecution of solutions to the problems. And to 

a certain extent. you require public awareness and congreSSional aware

ness befOre you can muster enough support to do things like invoke the 

Defense Production Act and stimulate domestic suppliers. 
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 

WASHINGTON. D.C. 2.0301 

COMPTROLLER 

(Administration) 27 JAN 1982 

Mr. William J. Perry 
Bambrecht and Quist 
Investment Bankers 
235 Montgomery Street 
San Francisco. CA 94101 

Dear Mr. Perry: 

You will recall that you were interviewed on December 17, 1980 and 
January 9. 1981. by Stuart Rochester" Rogel;' lruk and me, representatives 
of the OBD Historical Office, as part of our oral history program. We 
are presently establishing an interview exchange system among the various 
historical offices within the Department of Defense (Army, Navy, Air Force. 
Marines, JeS, and OSD), all of which have oral history collections. OUr 
purpose is to use each other's interviews when they are appropriate to 
our research for histories and special studies. At present we do not 
anticipate making these interviews available to anyone other than official 
historians attached to the above listed offices. 

Utilization of interviews will be subject, of course. to security classi
fications where they exist. In regard to access, we want to respect the 
wishes of the persons interviewed. Interviews ra1ght be closed, open with 

/
perraission of the subject, open with perraission required to cite or quote. 
or out Interviews in the last category, of course, 
wiI e 1IlO8 eareh purposes. 

to ask you to indicate your preference in regard to our 
rview with you. If you would like to establish restrictions or 

co i.tions, please let me know about them 1n writing. If you wish to 
1m se no restrictions, also please so indicate in writing. 

Th~ you very rauch for your cooperation on this raatter. I shall look 
fOrUd to bearing from you. 

I /: ~ Si~~ 
"_~~ J""" ~ Alfred Goldberg ~ ~~. ~~ Q~~ OSD Historian 

~ ~~ ~.~ ~ 
~~~y 
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