-C05026184 -
_ A - L Approved for Release: 2024/06/13 C05026184 . ‘

5170:PGW:RDM: 1pl
BYE-51900-T1

19 January 1971

HANDLE VIA pimman CONTROL SYSTEM

From: Director, Naval Research Laboratory, Weshington, D. C. 20390
To:  Director Program "C", (Capt. R. Gelger) PM=16

Subj: POPPY M &sion-710Ts FY-T1 NRL BUDGET Status for Program "C

Ref: (a) Director Program “G" Memo to Dir. ERL of 30 Dec 70 BYB-664T75
gb) Dir. FRO Memo to Dir. Prog. "C" of 1T Deec 70, B-13396-70
e) Memo Dir. Prog. "C" to Dir. HRO of 5 Nov 70, BYE-664LO.TO
(d) MRL 1tr to Dir. Program “C" of 1 May 1970, BYE-51904-70

Boel: (1) Analysis of the coast grovth of FOPPY effort of Progrem "C°
(2) Cost Control and Mansgerial Steps taken by NRL to Support Frog “C"

1. Reference (a) forwarded reference (b) to NRL for setion and analysis.
The memo of reference (b) tekes note of the cost growth, recommends
immetdiaste emphasls on corresebive procedures bo reverse present trend of
ineressed cost growth. Attechment to reference (b), addresses the apparent
growth in PY-71 of the line items for NRL Salories end Overhead as well as
the one for miscellanecus materiel ,travel aznd shipment, and requests reasons
for the increases. In addition, concevn is also expressed about the basic
POPPY cost growth and requests asgistence in mensgement improvements.,

2. NRL :8 indeed szengitive Vo these cost grovwth areag and has taken a
mnber of steps to improve the fiscal and managerial control of its efforts
undey Program "C*. These actions are cubtlined in enclosure (2). HNRL has
instituted a comprehensive and detalled review of all factors vhich leed

to the cost growth noted in referemee (b). An analysis of the elements

of cost growth were cutlined end provided in reference (c). In essence the
principle factors which led to the unfortunate escalation of costs were:

a. Price eacalation of components

b. Migsion 7106 Failure-Analysis

e. Redundancy in Spacecraflt systems based on Item b, above
d. Intensified operational requivements

3. KRL ls confident that itz recent reorganizetion end its newly in-
stituted managerial review processes vwhich are cutlined in enclosure (2)
will control unwerranted cest growth in the future. However cost growkh
aasocisted with a general Civil Serviee wage inereage or with general
infletionary increasges in compenent and travel cogts will continue to be
difficult to anticipete and defray.
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ARALYSIS OP COST GROWTH IN POPPY EFFORT OF PROGRAM "¢V

1, Bamckgrcund: Cost Growvih by definition, iz the "met chavge of an
estimated or actunl emount from o base figure previcusly established™

The bape for comparigon im thils cage is the sctuel cxperienced obligetions
for FY-TO Program "C* efforts at the Faval Resserch lasboratory. Since
reference (c) has used the 16 momth pericd to up-dste and correch the
previcus estimates for ¥FY-71 submitied by reference (d4), the FY-71
eonparison nay be determibed by taking the 16 manth reference and sub=-
'tractiﬁg the line items for the last L months (EXP.) of FY-70 which vere
given in enclosure (3) of the poference (c). An explanation of the
various elements czmsing ¢his "Cost Growth™ are provided herewith.

2, The 25.5% inersase in NRL Salaries and Overhead wes identifled in
reference (b). For the sake of clarity, the basis for this calculatien
will be given and then followed by an explanation:

7197 glé Month EStimete ...eceees. $3388.8K
L onthe FY-70 QMATION"). =395.08

7107 (FY-71, 12 momth Bstimote) .. 2093.4K
B@fmﬁe Bago = W&'m Gﬁloqrﬁouqqd 3388.§4K
25,3% Increass over FLeT0 ...e § GOUTK

&. The largest parb of the FY-T1 incrésse in ERL rer costs for
FI-71 is seen in the $271 K item, Seeeelﬁm (1) ref. (c s Which did not
get commitbed for Hissicm 7107 during the iash k months of FY-TO end there-
fore must, of necessity, incresse the cost land technical burden duging the
eorly phages of FY-Tl, The remsom that all of the 7107 work did not procesd
on schedule throughout the latber pirt of ‘ﬁﬁf—-‘?’@ vas the Mission 7106 Fallure
Apnlyeis. This effort did impose & heavy *md umexpectad burden on MRL
which diverted this $271 K worth of manpower resources from advence design,
enginecring and procurements on_ Mission 7107 baek %o a study of Mission Ti06
Failure. The efforts on Missiod 7107 hove been carried into FY-71 and will
now be accomplished by (1) slight personuel imevesse, (2) incressed use of
the per diem labor endfor overtime,
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(b) Another pa:‘t of the 360k.7 K incresse in manpover estimated
for FI-T1, is the $119.5 K (see column (5) of ref. (c)), which represents
the per diem labor vequirsd to provide the agditional spacecraft and
ground station bardvare construction ¢alled for by the increaged re~
quirement for redundency snd the inbensified operational requirements
which have been previcusly exploined in more detsil in reference (¢).

-~ (e) The remaining porticn of the é}é@h.’i’ K incrense in menpover
estimated for FY T, (i.e. $214,2K) is all in the origimel FY-71 request
of reference (d) and reprepents an 8.9% incrense over FY~70, This in.
crease i largely due to 8 govermment salary increase as well as the
general inereuse in overhead, The vemsinder ig for a 4.3% ineresse in
persommel, The $98.8 X deferved in the FY-71 initial spproval is in this
category and iz still deficit mince it wes not included in referemce (b).

(@) In sumary, the 25.3F incresse in FY-71 KRL Salaries & Overhesd
is digtriduted as follown:

(1) 7107 Effort deleyed by Fallure ipalyeis

iﬂt@ FY—?I EBPPESEGNI 0O 2NLORIDIBD $2’?'1.0Km 11;3%
(2) Recarmended Redundency & Intensified

Gpemm X’G‘q&immﬁ’eﬂ [REZEER 2 Y $JJ-945K = 506%
(3) Criginal FY-71 Inereases (vef. (d)):

Governmont BAiSeS eseccvsesecacess SLI0BK = 1& 64

Increase in Perpomnel coesvaccceee $103.6K = 4,30

Tm L E S =R ¥ N $6‘Dh‘o7ﬁ = 2503%
3. The explanaticn for the 30.69 incresse in the Miscellaneous Materials

and Travel Accound for FX-71 relative to FI-70 obligations, is provided
ag fellowus:

MISCELLATRCUS HATERIALS & TRAVEL ACCOUNT:

TE7 (16 Manth ﬁ”’tﬁm’ﬁ@) 662e3ebB0RINGOOBY
71@1” (4 Manth q?""?g E’:@&Z’i&&eﬂ) soes0TODE
7107 (IY“‘?I) SIS LEFETEI RGP SIS NN EIBOUS TS D
Tl% (FY‘?J!') ."”.....“l'..“‘.»"I."“.’
TOTAY, FY-TL
Tm ?i"?ﬁ covanoe $1.36’+.0 K

30.6% Incresge Over FE-70 soveeeeres § LIT.3 K
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8. Toe lurgest pert of this increase was comtaived in the original
vegqiest for FY-T1 fisen) supporb. It represented 3251.8 X (18.4%) more
thon hed heen experienced in W—?O el thds was baeaune PY-71L 48 2
"Paylosd Dzeign and Fabrication” Yesr as opposed ¢4 a "Lawieh Freparation”
Yooy gueh &8 FY-70, In gther words duving PY-71 IRL wonld have to provide
sogt of the baxdware for Mission 7107 and the Migeelisneous Materials &
Travel accowmt would hive to be larzer thep was needed in PYT0.

b, The sceond lergest itas iz the §102,2 K (7.5% of FY-T0).
wmount; o8 emplained in vefereuce (b) 4is to¢ cover prite cgcalatien whieh hag
beén vnususlly severe in the sercspeee indusbries. Incresses in fravel costs;
wideh you have recognizef &g a pavt of the rising prices, 1§ alss found in
this cabegory.

¢. The third iteam is $63.3 R thet we hod originelly plamed to spena

on Ti07 duxding the last b months of FY-T0. It &id mot get spemt on 7107
becmae of the priority Gmphesis on the 7106 Feilure Analysls and slace
thano pmmﬁaasaa #3111 hed to be mide, this smount hed to be added Lo the
¥T-T1 estimate, Ffor T107.

In gwmary the 30.6% ineresse in the F{-7i iscellansous Materisls
and Trovel account is dinbtrileted ss £ollows:

1) &*fig:mal FY-71 Inerease relabive to FY-T70 = $291.8K = 18.4)
2) PI‘J.GE ﬁcm.‘i&‘ﬂ EOCEEATILPIOII LS RAND 0686 102.21€ = n.)%
3) "Y-—?O mm% am{ﬁ- inté PY"“?J- sosevoa 6 : : 6

QZGML 200 e

4, WL's remeining unfunded defiocls:

. @, TI06 Fellure Apmlynis - When MRL sterted the 7106 Feilure

 Anmelysis in late Pebruary 1970, 1t was nob anticipated that the efford
wouid teke ag 3.@:35, cost #g much or result 1n ag meny chaiges in Misgion
7107440 Doth technically and finsncially. WAL rsalizes new that the NRQ
should hsve been agvised ea:r‘i.iez', of the groving mesitude of the preblen
and slso requested funds earlier $o eliminate a growing deficid Aurling
situstion. In the future we will do this. Iowever, ve do have o defieit
of §363.5 X in the 7106 sccount far FY-TO due to the 7206 milure 4nglysis
apd reguest thet it be epproved and funded..

b, Algo the $8.8K tast was deferred Frem the initisl FY-71 finamciel
approvals, "pexiling further Jjustification” hag been Justified further in
the papsy of veferencs (o) and repzated to a lavge extent earlier in this
paper, This defleit still wawing unfunded ¢ven though same of the
ealevisbions relative to the cost growth percenbages suggest thet the
Sotent was %o have Duled it.
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COST CONTROL AND MANAGERIAL STEPS TAKEN BY NRL TO SUPPORT PROGRAM ‘'C%

1. 1In order to improve both Fiscal and Managerial control of its efforts
under Director, Program 'C" and at the same time congsolidate the internal

NRL organlzation into a more orderly grouping relative to sponsoring activity
and f£ield of endeavor, the Naval Research Laboratory has taken the following
steps:

a. ORGANIZATIONAL: An Associate Director for Space Science and
Technology has been established under‘ ‘(Acting). Under this
a new Division (Space Systems) has been formed so that the work in the
Spacecraft and in the ELINT Payload are in the same line organization for
the first time in the Program *C" effort. Mr., H. O. Lorenzen will be the
Superintendent of this new Division. The reorganization is extensive
beyond its Program "'C* implications and will aesist in the development of
many new aspects of NRL cooperative teamwork in the Space Areaa.

b, PROCEDURAL CHANGES: In November the Director of NRL requested
that monthly status reports be given on the second Thursday of each
month so that critical areas of performance,schedule and cost experience
would be identified before they reach crisis proportions. These monthly
status reports will be the basis for the reports to Director Program ''C" and
Director NRD which are now being requested.

¢. STAFFING CHANGES:

(1) The ELINT (Payload) group under Mr. Mayo will be elevated
to Branch status and will be strengthened by (a) conversion of certain
key Contractor personnel to Civil Service, (b) addition of an Administrative
Assistant, (c) establishing four strong, functional Sections under Mr, Mayo's
leadership so that the management of this effort will have added depth,

(2) The Satellite Techniques Branch under Mr. Wilhelm, and the
Payload group under Mr. Mayo will now be in the same Division., Four or five
engineers will be added to Satellite Techniques Branch. Until clearances are
obtained they will only be able to work on the unclassified portions of the
program. Added technical depth and managerial support is being developed.

(3) A part-time Systems Analysis Team is being assembled from the
Space oriented groups within the Naval Research Laboratory, so that the best
technical minds within the entire NRL family can be assembled to provide a
technical body for study and analysis of problems associated with POPPY or
Program 'C'. The present thinking is for them to be available omn call
about 257 of the time. Several are awaiting clearance.

—TOP—SECRET—
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(4) A Program ''C" management office will be established effective
15 February 1971. Personnel for this office have been identif
office will be led by Mr. Edgar Dix and he will be assisted b
who is curremtly awaiting clearance. This office will have the responsibility
for producing consolidated monthly fimancial statements in a form compatible
with NRO requirements, for maintaining pert diagrams for the satellite
development cycle, for identifying critical paths in the support and pro-
curement efforts, for documenting system software and for establishing an
effective interface with both NRL and PM~-16 management., The program office
will be attached administratively to Mr. Lorenzen.
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