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Mr. Chairman and Members of the Committee: 

We are pleatied to be here today to discuss the cost esti- 

mates for the B-1B aircraft program. As you know, the Air 

Force's program cost estimate was reviewed independently by a 

team from the Air Force and a team from the Off ice of the 

Secretary of Defense in late 1981. The independent reviewers 

also prepared estimates of their own but the Air Force and 

Department of Defense were reluctant to give us access to the 

details of tho'se estimates, and not until May 1982 were we 

provided information and comparisons from the independent 

analyses. 

Mr. Robert Murphy from our Cincinnati Regional Office will 

give a briefing on the details of the cost estimates in just a 

moment, but first, I would like to emphasize two points. One, 

these independent estimates are not new--the results were 

available to the Deputy Secretary of Defense before he issued a 

directive on November 4, 1981, concerning management of the B-ID 

program. Second, despite the controversy surrounding the esti- 

mated cost of the B-lB, we think the Air Force and Office of the 

Secretary of Defense are making a concerted effort to acquire the 

B-1B program within its estimated cost baseline of $20.5 billion 

(fiscal year 1981 dollars). 

The independent estimating teams generally dealt with 

(1) the adequacy of the baseline estimate as proposed, (2) the 

exclusion of certain necessary program costs from the baseline, 

and (3) the cost associated with potential future growth in the 

program. 



Both the Air Folrce and OSD independent teams surfaced con- 

cerns about the $20.5 billion baseline estimate, indicating that 

certain assumptions leading to that baseline estimate were opti- 

mistic. Air Force officials responsible for managing the B-1B 

program believe their baseline estimate is justified by experi- 

ence with the earlier B-LA program. Our briefing compares the 

estimates and provides certain information about the cost issues. 

Since October 1981, an important concern to us has been 

the exclusion of certain program costs from the B-1B baseline. 

Those costs, such as acquisition of simulators, certain engineer- 

ing programs for the engines, acquisition of equipment needed 

to provide the Air Force an in-house depot maintenance capability, 

etc., could add up to over $1.4 billion. We believe excluding 

these costs from the B-1B baseline provides poor visibility of the 

B-1B program acquisition cost as well as annual funding requests. 

We believe OSD and Air Force guidance on establishing program 

baselines needs to be improved to provide uniformity in establish- 

ing baselines and reporting them to the Congress. 

With these few introductory remarks, I would now like to 

turn the briefing over to Mr. Murphy. Please feel free to ask 

questions as we go. 
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(ALL DOLLARS ARE FISCAL YEAR 1981) 

--FY 81 DEFENSE AUTHORIZATIONS ACT - $300 MILLIONS FOR RESEARCH, DEVELOPME~~T, TEST AND 
EVALUATION 

11 H 9 H VIGOROUSLY PURSUE FULL-SCALE ENGINEERING DEVELOPMENT OF A 
STRATEGIC MULTI-ROLE 3OM3ER * * + TO ACHIEVE AN INITIAL OPERATIONAL 
CAPABILITY CLOT LATER THAN 1987," 

--JOiNT OSD/AIR FORCE BOMBER ALTER~~ATIVES STUDY 

"AF RECOMME~~DATION--100 B-l VARIANTS--$19,7 PILLION COST VASELINE 
"1986 IOC 

--INDEPE~~DENT COST ESTIMATE - AIR FORCE 

--PRESIDENT'S ANNOUNCEMENT - OCTOBER 2, 1981 

"100 B-l VARIANTS - INCLUDING ALCM AND LF/VLF 

--OSD REPORT ON B-1B COST 

--DEPUTY SECRETARY OF DEFENSE MEMORANDUMS - $20,5 BILLION VASELINE 

--PRESIDE~~TIAL CERTIFICATION THAT $2015 PILLION IS FEASIBLE 
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CHART 3 

OVERVIEW OF B-1B CO~T~MA~ 
(ALL DOLLARS ARE FISCAL YEAR 1981) 

--B-1B SPO ESTIMATE 

*20,5 BILLION BASELINE 

--AIR FORCE INDEPENDE~~T ESTIMATE 

*$21,01 BILLION BASELINE 
"$1,453 BILLION IDE~~TIF~ED AS APPROPRIATE ADDITIONS TO SPO BASELINE 
"ABOUT $l,l BILLIONS IN OTHER POTENTIAL COSTS IF PROGRAM SCOPE IS 
EXPANDED 

--OSD If~DEPENDE~~T ESTIMATE 

"RISK ANALYSIS INDICATED SPO BASELINE COST MAY BE EXCEEDED BY $4174 
BILLION (TO $25,27 BILLION) 

"$1,433 BILLION IDENTIFIED AS APPROPRIATE ADDITIONS TO SPO BASELINE 
*$a474 BILLION IN POTENTIAL COSTS IF PROGRAM SCOPE IS EXPANDED 

--MORE DETAILED COMPARISON LATER 
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CHART 4 
I 1. 

--DOD1 50~~,33 - ~PROV~DE A FOUNDATION FOR ~~EAPON/SUPPORT SYSTEM COSlj ~O~MUP~~CAT~ON 

AMONG CONGRESS, THE DEPART~~E~~T OF DEFENSE, AND INDUSTRY," 

~PROGRA~~ ACQUISITION COSTS INCLUDE DEVELOPMENT, PROCURE~~ENT AND C~NSTRUCT~~~~ 

<: COSTS, ~~O~FVER, SOME iOST ITEMS MAY BE ~CLUDED FROM THE ESTIMATE ~~HE~~ :. : 
i:, 2 CL7 FUNDED BY A SEPARATE 3UDG~T LINE ITEM, '.< ; : ~.: _' -- 

--AFSCR 550-18 - "THE PROGRAM ~~ANAGER'S BEST EST~~~ATE OF THE COST TO ACC~M~L~S~ 

THE EFFORT DESCRIBED IN CURREt~T PROGRAM DIRECT~ON,~ I : . 
"THE BASELINE ESTIMATE IS TO INCLUPE ALL DIljECTED EFFdRT FOR WHICH THE \ 

8 ,, T 
PROG~M OFFICE HAS ~IAt~AGEMENT RESfONSIBILI~Y, REGARDLESS OF THE SOURCE 

OF FUNDS, 1 ! t I . 

I ; I 
I'/ --DODI 700043 - PRWDES "STANDARDIZED FORMAT AND INSTRUCTIONS,, ,FOR SUMMARY 

REPORTING OF TECHNICAL, SCHEDULE, QUANTITY, AND COST INFOR~~ATION CONCERNING 

MAJOR DEFENSE SYSTEMS," I I i 
~PROGRA~~ ACQUISITION COST DEFINED AS THE DEVELOPMENT, PROCUREMENT, AND 

CONSTRUCTION COST TO ACQUIRE A MAJOR DEFENSE SYSTEM, ; ' 
I I 

I * 4 
t 

I 
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CHART 5 

TES 
(IN BULLIONS OF FISCAL YEAR 1981 DOLLARS) 

"R4.SEt1#" TOTAL ULRSI $21,013 -.- G!mQ B./ 

$ lA!3 

$223X 

SEE FOOT~~OTES ON CHART G 
fUA@T P 



A/ THE AIR FORCE TEAM ESTIMATED THE COST FOR ONLY AN EXTERNAL ALCM CAPABILI~-Y, 

!j,' ALTHOUGH THE OSD REPORT DID NOT INCLUDE A "BASELINES ESTIMATE OF $25,27 BILLION, 
ITS ASSESSMENT OF POTENTIAL ADDED COSTS DUE TO RISK, ttilHEN ADDED TO THE SPO 
BASELINE, TOTALS $25,27 BILLION. 

&,' ALTHOUGH NOT INCLUDED IN THE SPO BASELINE, THESE ITEMS ARE IDENTIFIED AS 
RELATED PROGRAMS ON THE B-1B SAR, 

CHART 6 
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CHART 8 t 

RFT~ DFFF~~F ~~F~A~D~~~O4/8~ 
(ALL DOLLARS ARE F;SCA; YEAR 1981) 

REVIEWED AIR FORCE AND OSD ESTIMATES OF B-1B ACQUISITION COST, TO ERASURE THE PROGRAM 
DOES NOT EXCEED $2015 BILLION, THE FOLLOWING STEPS ARE TO BE TALENT 

--NO CHANGES IN THE PROGRAM OR ~~AJOR CONFIGURATION CHANGES ~~ITHOUT PRIOR 
APPROVAL OF DEPUTY SECRETARY OF DEFENSE 

--CONTROL THE DESIGN TO NOT EXCEED THE 6 PERCENT ENGI~~EERING CHA~~GE ORDER 
i (ECO) BUDGET 

--FUND SIMULATORS UNDER A SEPARATE PROGRAM ELEMENT 

--PROVIDE AN AIR FORCE DEPOT MAINTENANCE CAPABILITY WITHIN THE $1‘8 BILLION 
PROJECTED FOR SUPPORT EQUIPMENT 

--FUND INTERIM CONTRACTOR SUPPORT IF NEEDED UNDER A SEPARATE PROGRAM ELEMENT 
UNTIL AIR FORCE CAPABILITY IS AVAILABLE 

--PROCEED WITH A VIGOROUS MULTI-YEAR CONTRACTING PROGRAM TO ACHIEVE $800 
MILLION IN SAVINGS 

--FUND MANUFACTURING TECHNOLOGY PROGRAM, ENGINEERING CO~~PO~~ENT IMPROVEMENT 
PROGRAM, AND FACILITY IMPROVEMENTS FROM GENERAL AIR FORCE FUNDS PROVIDED 
FOR THESE PURPOSES 
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CHART 9 

AI COSTS IF PRY IS Ed 
(IN BILLIO~~S OF FISCAL YEAR 1981 DOLLARS) 

-O- m4 * ,104 

,140 ,097 A25 

,070 ,014 !‘b ESTIPtATE 

2lf3 ,092 f’ki ESTIPMTE 

,030 ,066 ,065 

,024 ,008 i’b ESTIElATE 

.N (,l#yt>a *uo 

$,-iB $1,07l.-1,185 $& 

ACC~~~~ CRUISE MISSILES PND CAT D/PAL CD INCO~R~TI~~ HAVE BEEN KJECTf3 BY 03, -ItIE ~~~11~ ITElvts 
REPRESEMT PO~~IAL COSTS TO THE CURTEST PRAWN, OR FUTURE COSTS TO. PAIN ~DDITI~~L UTILITIES, 
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(FY 81 $) 

CHART 10 . . 

LOT f ,X1 AIRCRAFT) LOT II (7'AIRCRAF~) 
~ m ~ IzlxiI 

L-jf I~I-V 

SPO ESTIMATE 

,ACTUAL NEGOTIATED 

A~ 

LOT I - II t OT I IT -_ V 
$748,0~ ? 

$749, OM ? 
--THE AIRFARE AND AVIONICS LEARNING CURVES ARE MORE OPTIMISTIC THAN ACHIEVES 

ON OTHER PROFESS, 

--THE AIR FORCE TESTIFIED THAT SIMILAR LEARNING CURVES USED BY ROCK~~ELL WERE 

~UNDULY OPTI~~~STIC~, 



CHART 11 

CONST~INED FL1 GHT TEST PROGR~ 

--ROCKWELL PROPOSES 1,300 POURS FOR FLIGHT TESTS, 
--1Ixx) ~RS NE~TIA~, 
--DESCRIBED BY THE B-13 PROGRAM PACKAGER AS ~A'SEVERELY 

CONSTRAINED FLIGHT TEST PROG~~~~. 

--OTsE OBJECTIVES NOT SATISFIED BY THE COMBINED DT~E/~~T~E 

WILL BE ADDRESSED DURING FOTgE, FOTaE IS TO BE FUNDED 
I BY SAC, 

-US~~~DPFOFFICIPLSSAIDlOCX)tfOUR,RIGHTTESTPROGRAfVtPROVIDES 

Au, THE ESSENTIAL TESTING RETIRE E!fFORE IOC, 

. 
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CHART 13 

tJPlITED EC0 BUDGET a 

--REDUCED TO $700 PILLION FROM INITIAL ESTIMATE OF %1,1 BULLION. 

--ONLY MINIMUM ESSENTIAL CHANGES ALLOYED. 

--AREA OF CONCERN TO AIR FORCE LOGISTICS COWHAND, 

---USDR&E MD AF ~ICI~S SAY THEY BaIEK $700 CIVIL IS ~TIR~Y ~FICIE~T, 

CHART 13 



~TI-YEAR PROCUR~ENT CRITERIA 

CHART 14 

APPROVAL OF MYP FOR THE B-1B MAY REQUIRE A WAIVER TO CURRENT OSD POLICY. THE 

CRITERIA FOR SELECTING MYP CANDIDATES, AND A COMPARISON OF THE B-1B PROGRAM TO 

THIS CRITERIA, IS SHOED BELOW, 

L.lluaw R-1B STATUS 

1, BENEFIT TO THE G,OVERNMENT - SHOULD. $800 MILLION SAVINGS, HOWEVER, PRESENT 
YIELD SUBSTANTIAL SAVINGS, VALUE DISCOUNTIffG NOT CONSIDERED, 

2, STABLE CONFIGURATION - RDT&E COM- 
PLETED; TECHN I CALLY MATURE, 

MYP APPROV D 3 YEARS BEFORE RDT& IS 
COMPLETE; 5 112 YEARS BEFORE DELIVERY 
OF FIRST PRODUCTION AIRCRAF ; INITIAL 
FLIGHT TESTS BARELY BEGUN; I YEAR 
BEFORE START OF AVIONICS FLIGHT TESTS&@ 

3, REASONABLE ASSURANCE THAT COST SAVINGS ARE BASED ON JUDGEMENTAL 
SAVINGS ARE REALISTIC, ASSUMPTIONS, RATHER THAN FIRM CO 

PROPOSALS OR NEGOTIATED PRICES,2 

4, STABLE REQUIREMENT AND FUNDING, NO REASON TO QUESTION, 

~/AIR FORCE OFFICIALS BELIEVE THE B-IB WILL OFFER A STABLE cot~FIGuRATIoN_ 
AND BE TECHNICALLY MATURE AT THE TIME MYP CONTRACTS ARE AWARDED BECAUSE 
OF THE PRIOR AIRFRAME AND ENGINE DEVELOPMENT AND TESTING DURING THE B-IA 
PROGRAM 
AND F-16. 

AND BECAUSE THE B-IB AVIONICS ARE PARTIALLY COMMON WITH THE ~-52 

~/CONTRACTOR PROPOSALS WILL BE RECEIVED ABOUT DECEMBER 1982, 
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CHART 15 

[OSJS IN~DED AT LEAST PARTIAUY IM OJ~FR ~~ 
f% SYSTEM 3AS~INE ESTI~ BiJT ~X~~DFD FROM 

JHE B-IB Basilisk i 

: 

-:. 

ALL) 

: -_ ~ F-15 f,=Jf- ~~1~ 

~_ CONTINUING ENGINEERI~~G DEVELOPMENT YES NO YES ' 

ENGRAVE' COMPONENT IMPROVEME~J PROGRAM YES NO YES 

INTERIOR CO~~TRACJOR SUPPORT YES YES YES 

PRODUCTION FACILITIES IMPROVEMENT YES NO YES F.*- -it.* 
SIMU~TOR DEVELOPMENT AND PRODUCTION YES YES YES 

DEVELOPMENT OF DEPOT SUPPORT 
CAPABILITY (NON-ENGINE) a/' YES YES YES 

FIRST DESJI~~ATIO~~ TRANSPORTATION I/ YES YES YES 
(RDTaE) 

.I _ ONLY) .-- 

"~~~E~~~~I:~L~EP~~~L~~E~~E $20,5 BILLION BASELINE, BUT SUBSEQUENTLY 
I 



CHART 16 - 

l 

R FORCF SYSTEMS CUE 

~ 

"THIS HEADQUARTERS AGREES THAT, IN ACCORDANCE WITH APPLICABLE AFSC D~RECT~VES~ 

B-IB AIRCREW T~lN~NG DEVICE DEVELOPMENT AND PRODUCTION SHOULD BE MANAGED BY THE 

~~,~U~TOR SPO'REGARDLESS OF THE FUNDING SCHEME. HOWEVER, A SEPA~TE PROGRAM 

ELEMENT FOR B-13 A~RCRE~~ TRAINING DEVICES IS COUNTER TO THE TENETS OF THE 

PLANNING, PROGRAMMING, AND EUDGET~NG SYSTEM IN WHICH ALL THE CO~ONENTS OF WEAPON 

SYSTEM ARE ACCUMU~TED IN A SINGLE PROGP~M ELEMENT FOR MANAGEMENT VISIBILITY, A 

CONCENSUS OF SENIOR AIR STAFF LEADERS AT MEETING ON lfl SEP 81 APPEARS TO SUPPORT 

THE APPROACH OF AIRCREW TRAINING DEVICE PROJECTS WITHIN THE B-1B DEVELOPMENT AND 

PRODUCTION PROG~M ELEMENTS CONTINGENT UPON ADDED FUNDING FOR THIS PURP~SE,~ 

l 
CHART 16 



VATION~ 

CHART 17 

--OBSERVATIONS 

"B-1B BASELINE COST ESTIMATE APPROVED BY THE DEPUTY SECRETARY OF DEFENSE 
EXCLUDES COST ELEMENTS THAT WILL BE INCURRED AND ARE USUALLY INCLUDED 
IN A PROGRAM ESTIMATE, DURING ACQUISITION OF THE B-PB, OVER A BULLION 
DOLLARS WILL BE FUNDED IN PROGRAM ELEMENTS NOT IDENTIFIED SPECIFICALLY 
WITH THE B-1B BASELI~~E ESTIMATE, 

"GUIDELINES ON WHAT SHOULD BE IN THE BASELINE ARE UNCLEAR, OTHER WEAPON 
SYSTEMS HAVE ALSO EXCLUDED CERTAIN DIRECTLY RELATED ACQUISITION COSTS 
FROM THEIR ESTIMATE, 

"EXCLUDING PROGRAM ACQUISITION COSTS FROM THE BASELINE PROVIDES POOR 
VISIBILITY OF AN~~UAL REQUESTS FOR FUNDS AS WELL AS TOTAL PROGRAMS COSTS, 
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CHART 18 f 

ALCM 

CAT D/PAL CD 

CED 

CIP 

DT&E 

EC0 

EMP 

FLiR 

FOT&E 

IOC 

IOTRE 

LFhLF 

MANTECH 

MYP 

OSD 

OT8E 

RDT&E 

SAC 

SPO 

AIR LAUNCHED CRUISE MISSILE 

CATEGORY D PERMISSIVE ACTION LINK/COMMAND DISABLE 

CONTINUING ENGINEERING DEVELOPMENT 

COMPONENT IMPROVEMENT PROGRAM 

DEVELOPMENT, TEST, AND Evaluation 

ENGINEERING CHANGE ORDER 

ELECTRDMAGNETIC PULSE 

FORWARD LOOKING INFRARED 

FOLLOW-ON OPERATIONAL TEST AND EVALUATION 

INITIAL OPERATIONAL CAPABILITY 

INITIAL OPERATIONAL TEST AND EVALUATION 

LOW FREQUENCY/VERY LOW FREQUENCY 

MANUFACTURING TECHNOLOGY 

MULTIYEAR PROCUREMENT 

OFFICE OF THE SECRETARY OF DEFENSE . 

OPERATIONAL TEST AND EVALUATION 

RESEARCH, DEVELOPMENT, TEST AND EVALUATION 

STRATEGIC A I R COMMAND 

SYSTEM PROGRAM OFFICE 
t 
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