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BACKGROUND. Improvements in the conventional strength of Warsaw Pact forces and the
increasing costs of modern weapon systems have caused the United States and other

NATO countries to renew attempts to achieve greater standardization and interoperability
of alliance equipment. Specifically, the US has been actively seeking to identify
European weapon systems for direct purchase or cooperative development. President
Carter publicly committed the US to this policy in an oft-quoted speech in which he
described NATO standardization as a "two way street." Realistically, the policy of
more dependence on Europe will be difficult to implement. Efforts to increase purchases
from the NATO allies must be tempered with the recognition of consequences on domestic
jobs, US balance of payments, and US security. PURPOSE. The purpose of this study

was to develop a handbook of lessons learned based on an analysis of selected standardi-
zation and interoperability programs, primarily Army, in which the US has participated.
It is felt that the problems inherent in achieving standardization can be alleviated

to some degree by analyzing and documenting the experiences of past programs. For the
most part, the study concentrated on those programs on which the US was dependent on
Europe for the technology. This was consistent with the "two way street" philosophy.
The objectives were to identify the political, legal, economic and technical problems
encountered by the Army and DOD and to develop guidelines for future programs.

FINDINGS AND PRESENTATION. The analysis of the selected programs revealed .that lessons
Tearned on standardization and interoperability programs are common or duplicative to

a significant extent. As a result, the lessons learned have been classified into 13

major subject categories: Public Policy; Program Initiation; Program Management;
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Memoranda of Understanding; Licensing; Contracts; Technical Considerations;
Configuration Management; Quality Assurance; Test & Evaluation; Logistics; and
Coproduction. Within each of the major categories, a number of lessons learned
has been developed. Included under each lesson learned are related statements
which clarify or reinforce the major point. In some instances, other lessons of
less magnitude appear.
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EXECUTIVE SUMMARY

A. BACKGROUND. Improvements in the conventional strength of Warsaw Pact
forces and the increasing costs of modern weapon systems have caused the
United States (US) and other NATO countries to renew attempts to achieve
greater standardization and interoperability of alliance equipment.
Specifically, the US has been actively seeking to identify European weapon
systems for direct purchase or cooperative development. President Carter
publicly committed the US to this policy in an oft-quoted speech in which
he described NATO standardization as a "two way street." Realistically,
the policy of more dependence on Europe will be difficult to implement.
Efforts to increase purchases from the NATO allies must be tempered with
the recognition of consequences on domestic jobs, US balance of payments,
and US security.

B. PURPOSE. The purpose of this study was to develop a handbook of
lessons learned based on an analysis of selected standardization and inter-
operability programs, primarily Army, in which the US has participated.

It is felt that the problems inherent in achieving standardization can be
alleviated to some degree by analyzing and documenting the experiences

of past programs. For the most part, the study concentrated on those pro-
grams on which the US was dependent on Europe for the technology. This

was consistent with the "two way street" philosophy. The objectives were
to identify the political, legal, economic and technical problems
encountered by the Army and DOD and to develop guidelines for future programs.

C. FINDINGS AND PRESENTATION. The analysis of the selected programs
revealed that lessons learned on standardization and interoperabi]it¥ pro-
grams are common or duplicative to a significant extent. As a result, the
Jessons learned have been classified into 13 major subject categories:
Public Policy; Program Initiation; Program Management; Memoranda of
Understanding; Licensing; Contracts; Technical Considerations; Configuration
Management; Quality Assurance; Test & Evaluation; Logistics; and Coproduction.
Within each of the major categories, a number of lessons learned has been
developed. Included under each Tesson Tearned are related statements

which clarify or reinforce the major point. In some instances, other

lessons of 1ess magnitude appear.




CAVEAT

This study contains a discussion of lessons learned based upon an analysis
of problems confronted in selected standardization and interoperability pro-
grams. The lessons learned should prove valuable to alert the reader to
future problems and possible solutions thereto. However, future problems can
only be resolved by adequate technical and legal analysis on a case-by-case
basis and lessons learned may not always be applicable to such problems,
particularly if the facts, laws, and regulations are different. One further
point needs emphasis. Although attempts at NATO cooperation have persisted
for three decades, NATO rationalization, standardization and interoperability
(RSI) is still for all practical purposes, a relatively new and dynamic field.
Ground is still being broken on the best way to accomplish the objectives of
NATO standardization and interoperability.« Project managers are encouraged
to try innovative and ingenious methods. Originality and flexibility may be
especially appropriate for negotiation of Memoranda of Understanding (MOU's),
licensing agreements, contracts, and RSI plans. ; )
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CHAPTER 1
INTRODUCTION
A. Background.

Standardization and interoperability have been North Atlantic Treaty
Organization (NATO) objectives since the alliance was formed in 1949.
Nevertheless, a variety of obstacles - po]itical; cultural, economic,
technical and military ?.has_prevented achievement of acceptable levels
.of NATO standardization and interoperability. Improvements in the con-
ventional strength of Warsaw Pact forces and the increasing costs of
modern weapon systems have motivated the United States (US) and other NATO
countries to make a fresh start toward accomplishment of these objectives.

Both the executive and legislative branches of the US Government support
the attainment of standardization and interoperability among NATO forces.
In fostering the goal of increased commonality of equipment, the US has
been actively seeking to identify weapon systems for either direct pur-
chase from another NATO country or cooperative development. President
Carter publicly committed the US to more foreign acquisitions in an
oft-quoted speech in which he described NATO standardization as a "two
way street." In an interview reported in the Armed Forces Journal of
July 1978 (page 32), the Under Secretary of Defense for Research and En-
gineering stated that the Europeans have forced the US into a shift toward
more acquisitions from NATO countries. The estimated 10 to 1 balance of
military purchases in favor of the US is no longer acceptable to European
governments - or industry. The Under Secretary explained that given there

was going to be a change, the US must try to influence the change "in such



a way that what results are cooperative programs that are brought in
with reasonable costs and maximum effectiveness of the resulting systems."

Realistically, the policy of more dependence on Europe will be
difficult to implement. Efforts to increase purchases from the NATQ
allies must be tempered with the recognition of consequences on domestic
jubs, US balance of payments, and US security. Additionally, introducing
foreign equipment and foreign technology poses special problems for the
logisticians of the Department of Defense.

It is felt that the problems inherent in achieving NATO standardiza-
tion and interoperability can be alleviated, to some extent, by analyzing
and documenting the lessons learned on past cooperative programs. Although
the number of applicable programs is limited, some of the programs are
recent or ongoing and a large number of beneficial experiences have been
gleaned.

B. Purpose and Objectives.

1. Purpose. The purpose of the study is to develop a handbook of
lessons learned based on an analysis of key standardization and inter-
operability programs in which the United States has participated.

2. Objectives. The specific study objectives were to:

a. Identify the political, legal,.economic, and technical problems
encountered by DOD and the Army in seeking NATO standardization and inter-
operability in direct purchase, coproduction,-licensing,.and in joint,
interdependent, and.competitive research and development (R&D) programs-:

b. Determine-the-effects-of the foregoing. problems on-the nego-

tiation and-fulfillment of international programs from the earliest stages



of negotiation through the later periods of maintenance, repair, and
supply of parts.
3. Tasks. The key tasks that related to the objectives were to:

a. Analyze the XM-1, ROLAND, HARRIER, HAWK, MAG-58 machine gun,
UK 105mm tank gun, M139 Hispano-suiza 20mm gun, and SP-70 howitzer
systems.

b. Describe US industry response to the programs.

c. Show how US statutes and regulations imposed special problems
and how they were resolved.

d. Determine lessons learned and embody a set of principles for
future programs.
C. Methodology.

1. Interviews. The personal interview was the primary method of
obtaining the information which was the basis for this report. Interviews
were conducted with personnel from project offices, commands, arsenals,
amd staff organizations who had first hand knowledge of the programs under
study.

Offices and organizations visited included the ROLAND, XM-1, HAWK,
and HARRIER project offices, the USA Armament Materiel Readiness Command
(ARRCOM) , USA Armament R&D Command (ARRADCOM), USA Tank Automotive R&D
Command (TARADCOM), USA Missile R&D Command (MIRADCOM), USA Missile Materiel
Readiness Command (MIRCOM); and staff elements, Headquarters, Departiment of
the Army (HQDA), Headquarters, USA Materiel Development and Readiness
Command (DARCOM), and Logistics Center, USA Training and Doctrine
Command (TRADOC).



2. Program/Contract Documents and Files. During the interviews

documents from program files were made available for review by the study
team. Included were program management plans, contracts, minutes of in-
ternational meetings, and a variety of relevant documents. This data
proved to be an especially valuable source of lessons learned.

3. Previous Studies and Reports. Other major sources of data were

the various articles, studies and reports which had previously been
written about the systems under study. These ranged from magazine
articles and General Accounting Office (GAO) reports to in-house
studies conducted by a number of Army organizations.

4. Other Systems. During the conduct of the research the study team

became aware of other standardization and interoperability activities
which provided additional lessons. Among these were the Viper-AHAMS
missile program and the Aviation Standardization and Interoperability
Studies and the procurement of British smoke grenades. Lessons from
these programs were integrated into the study.

D. Definition of Terms.

A discussion of NATO cooperation today usually brings to the fore
the terms rationalization, standardization and interoperability (RSI).
In fact, RSI is the accepted description of the collective defense
activities of the NATO nations. The-purpose of this paragraph is to
define the components of RSI. It appears that, in spite of the recent

attention given the subject, the. three terms are still misunderstood.



1. .Rationalization. Of the three words comprising RSI, rationaliza-

tion is the most difficult to define. DOD Directive 2010.6, Standardiza-
tion and Interoperability of Weapon Systems and Equipment Within the North
Atlantic Treaty Organization (NATO), 11 Mar 77, states that rationaliza-
tion is: "Any action that increases the effectiveness of alliance

forces through more efficient and effective use of defense resources
committed to the alliance."

The DOD definition further says that rationalization applies to both
weapons/materiel resources and nonweapons military matters. It includes
consolidation, reassignments of national priorities to higher alliance
needs, standardization, specialization, mutual support, improved inter-
operability or greater cooperation. As a Congressional Report (NATO
Standardization: Political, Economic, and Military Issues for Congress,
Mar 77) stated, rationalization is the "umbrella term used to describe
any action which makes more rational use of our Defense resources both
as individual nations and collectively." It is a broad term which has
as its objective any organizational improvement which provides for more
efficiency and effectiveness within NATO. Political and economic issues
are within its domain. Note that rationalization encompasses standardiza-
tion and interoperability, the primary areas of emphasis in this report.

2. Standardization. DODD 2010.6 defines standardization as follows:

"The process by which member nations achieve the closest practicable

cooperation among forces; the most efficient use of research, development,



and production resources; and agree to adopt on the broadest possible
hasis the use of: (1) common or compatible operational, administrative,
and logistics procedures; (2) common or compatible technical procedures
and criteria; (3) common, compatible, or interchangeable supplies, com-
ponents, weapons or equipment; and (4) common or compatible tactical
doctrine with corresponding organizational compatibility."

In the context of this report part (3) of the definition is the most
relevant. Hardware commonality is the major theme. The "two-way street"
philosophy has resulted in an emphasis on agreements with European countries
which provide for a licensing agreement and transfer of technology. This
emphasis shows that the US is committed to a policy of greater standardi-
zation of equipment with its NATO allies.

3. Interoperability. Interoperability, the third term in the triad, is

defined in DODD 2010.6 as: "the ability of systems, units, or forces to
provide services to and accept services from other systems, units, or
forces and to use the services so exchanged to enable them to operate ef-
fectively together." Fuels and ammunition usually come to mind when inter-
operability is discussed, because the same fuels and ammunition are
generally used by all members of the NATO alliance. But interoperability
goes further. It may result in common transmissions, engines or other
major components for two systems even though the systems themselves may

be quite different. 0f course, interoperability falls somewhat short

of standard NATO equipment. However, achievement of interoperability



may be a more practical and achievable goal.

E. Alternative Means of Accomplishing NATO Standardization and Interoperabiiit

Discussed below are the various ways of enhancing commonality of equipment
in NATO. The current initiative described in paragraph A places greatest
emphasis on seeking out NATO candidates for either purchase or coopera
tive research and development. Licensed production is defined separately
even though, in most instances, it will be associated with other alterna-
tives.

1. Cooperative Research and Development (CRD). CRD occurs when the

US and one or more NATO countries collaborate in basic military research
or the development of military hardware. It normally includes a sharing
of technology and costs by the countries and companies involved. Army
Regulation 70-41, Cooperation with Allies and Other Nations in Research
and Development of Defense Equipment, 3 Jan 74, includes the following
types of activities under cooperative research and development.

a. Data exchange. The United States and participating countries
exchange technical and scientific information of mutual interest.

b. Allocated development. The US and other participants define
an R&D problem in terms of tasks, allocate responsibility for task accom-
plishment among participants, complete tasks using national resources,
and finally share the outcome.

c. Adaptive development. The US obtains for evaluation and

possible adoption existing materiel which has been or is being developed



by one or more other participants. It may culminate in a decision to
accept the foreign-developed materiel as meeting US requirements.

d. Interdependent development. Under this type the US and one
or more other participants agree upon a materiel requirement. One par-
ticipant is assigned all development responsibility, including funding,
and other participants forego development. The outcome or product is
evaluated for possible adoption. The final culmination may be a de-
cision to accept foreign-developed materiel as meeting US requirements.

e. Joint development. The US and one or more participants agree
upon a materiel requirement. They share responsibility for funding and
managerial or operational aspects of development. Finally, the partici-
pants evaluate for possible adoption the outcome of the development. The
US may accept jointly developed materiel as meeting its requirements.

f. Competitive R&D. Although not covered in AR 70-41, compet-
itive R&D has become another alternative in the Tist of NATO cooperative
R&D options. Competitive R&D envisions independent development of systems
by two or more countries. Competition is then conducted between systems.
Based on evaluations of test results, one system is selected with licensed
production of the winning system offered the losing country. Of course,
competitive R&D does not eliminate duplication and redundancy in the R&D
effort. If successful, however, it should result in the production of
standard systems. A recent attempt at competitive R&D was the competition

between the US XM-1 tank and the German LEOPARD tank.



2. Direct Purchase. Direct purchase is another NATO Standardization

and Interoperability alternative that is not precisely defined. But it is
a rather straightforward option. The US purchases a NATO system to
satisfy a US military need. Whether there is competition between US and
NATO systems is determined by the status of US systems. The term direct
purchase implies either that the foreign system is the only one which will
meet the established need or that the foreign system is clearly superior
to the US competitor. Licensed production in the US by a US commercial
firm or the US Government is anticipated to be a feature of the direct
purchase.

3. Coproduction. Coproduction is discussed in DOD Directive 2000.9,

International Coproduction Projects and Agreements Between the United
States and Other Countries or International Organization, 23 Jan 74.
Coproduction encompasses any program wherein the US Government, under the
aegis of an international agreement, either directly through the Arms Ex-
port Control program or indirectly through specific licensing arrange-
ments by designated commercial firms, enables an eligible foreign govern-
ment, international organization, or designated commercial producer to
acquire substantial "know-how" to manufacture or assemble, repair, main-
tain, and operate, in whole or in part, a specific weapon, communication
or support system, or an individual military item. The directive further
states that coproduction may be limited to the assembly of a few end

items with a small input of local country parts, or it may extend to



a major manufacturing effort requiring the buildup of capital industries.
Army implementation of DOD Directive 2000.9 is found in Army Regulation
795-6, Army International Coproduction Projects, 16 Jan 73. Note that
under a coproduction program the US Government or a US commercial firm

is the Tlicensor. The US cannot be a licensee under the current definition
of coproduction.

4. _Licensed Production. Licensed production is the term which usually

describes the case in which the NATO country or industrial firm is the
Ticensor and the US Government or firm is the licensee. It is sometimes
called "reverse coproduction.” Present policy generally provides for the

US to obtain licensing rights for any system purchased from a NATO country.

F. Organization and Presentation.

1. Organization. The report is organized into three chapters. Chapter

I, Introduction, provides background, statements of the purpose and objec-
tives of the study, and defines terms applicable to the research. Chapter
II, Lessons Learned, is the heart of the report and constitutes, for all
practical purposes, the Handbook of Lessons Learned. This chapter is dis-
cussed in more detail below. Chapter ITI, Recommendations, suggests ways
for insuring the currency and utility of the lessons learned.

2. Presentation. In the past, lessons learned have generally been

compiled and presented in the standard report format and have been most
often identified by program. In the opinion of the study team, this

method of presentation does not result in maximum usefulness of lessons

10



learned. There are two reasons for this opinion. One is that the reader
often feels that the lessons learned from one program do not apply to his
program because his program is different. Secondly, it is difficult to trace
the lessons to a particular functional area of interest, such as configura-
tion management, engineering, or contracts.

An alternate way of presenting lessons learned is used in this report.
Lessons learned have been categorized into major areas, primarily with a
functional orientation. A general lesson Tearned is described which is
designed to attract the reader's attention. Included under the lesson
learned are related statements which clarify or reinforce the major point.

In some instances, other lessons learned of less magnitude will appear.
Lessons learned are not identified to any particular weapon system with one
exception. The coproduction lessons learned were totally derived from an
analysis of the Basic HAWK and Improved HAWK programs. Hence, no attempt

has been made to disguise this program. The HAWK was the only system

studied which did not involve a US purchase of foreign hardware or tech-
nology. The HAWK coproduction lessons are included in one section of Chapter

II, regardless of functional area.

11



CHAPTER 11
LESSONS LEARNED

A. Orientation. This chapter presents the results of study team analysis
of specific RSI projects involving the US military services and one or more
of the European NATO nations. The study results are formulated as lessons
learned and encapsulate both objective information and subjective judgments.

B. Categorization of Lessons Learned. The lessons learned have been classi-

fied into 13 major subject categories so that readers with a particular
interest only in certain areas can readily locate the lessons of interest
to them. The ordering of the subject categories attempts to follow the Tife
cycle of a project, starting with overall RSI policy, then progressing through
program initiation, project management, the legal agreements, the tech-
nological and engineering considerations and the logistic support. A1l but
the last category concern projects where the United States has purchased
foreign technology and/or hardware. The last category, Coproduction, covers
the lessons learned in transferring US technology to European members of
NATO. The 13 categories are as follows:

Public Policy Related to RSI

Program Initiation

Program Management

Memoranda of Understanding (MOUs)

Licensing

Contracts

Technical Considerations

12



Technology Transfer
Configuration Management
Quality Assurance

Test and Evaluation
Logistics

Coproduction

C. Format of Presentation of Lessons Learned. Within each of the major

subject categories, a number of Tessons learned have been developed. These
have been ordered within each category according to importance and degree
of generalization or specialization. The catalog of lessons learned by
category is presented in paragraph D below. Detailed narrative expanding
on each lesson learned follows the last catalog entry. The catalog
references the page where the detailed narrative of the particular lesson
learned may be found. The abbreviation "LL" has been selected for "Lessons
Learned" and is used in identifying the narrative descriptions.

D. Catalog of Lessons Learned and Detailed Narratives.

' See
Category Lessons Learned Page
Public Policy 1 - The President and the Congress Have 17
Related to Strongly Indorsed NATO RSI
RSI 2 - Current Legislation Still Must Be 19
Interpreted as Impeding NATO RSI
3 - Proposed Legislation Will Enhance 21
NATO RSI
4 - Congressional Resistance to US Pur- 23
chases of Foreign Systems Can Be
Expected on a Case-By-Case Basis

13



! See
Category ' Lessons Learned Page
Program Cons1derat1on of NATO Systems to Meet US 24
Initiation Needs Must Begin Early
An RSI Plan Is Required on Cooperative R&D 26
Programs
Tne RSI Pian Should Be a Comprehensive 27
Assessment of the Potential for Cooperation
Cost Estimation on Cooperative R&D Programs 30
Does Not Fit the Wormal US Pattern
Program The US Organization for an RSI Program Depends 32
Management on Program Type and Size
A Strong and Effective Program Management 33
Office Is Needed for a Cooperative R&D Program
Personnel Skills within a Project Office 36
Should Be Tailored to Meet the Need.
Project Managers Should Become Familiar with 38
the DOD and Army Staff Elements Which Deal
Directly with RSI Management
An Understanding of the NATO Organizations with 42
Primary Responsibilities for RSI Should Prove
Useful to Program Management Personnel
Memoranda of A Memorandum of Understanding (MOU) Is 44
Understanding Usually Negotiated for Every RSI Program
The Format for an MOU Covering a Cooperative 47
Research and Development Program Is Well-
Established
The Content of a Direct Purchase MOU Depends 60
on the Foreign Government Role
Licensing The Project Manager Should Insure that 66
Licensing Agreements Are Consistent with RSI
Objectives of the Program
Certain Terms and Conditions Are Common to 73
A1T Licensing Agreements
Certain NATO Publications May Be Useful in 83
Drafting Licensing Agreements
A Well-Negotiated Licensing Agreement Is a Key 85
Feature of an RSI Program
Licensing Agreements Must Be Approved by 90
Higher Authority
Contracts Procurement Planning Is Essential to Program 93
Success
A Government to Government Contract Is Accom- 99
plished by a Letter of Offer and Acceptance (LOA)
Contract and RFP Procedures for an RSI Program 100

Differ from Those of a Normal US Program

14




Category

Lessons Learned

See
Page

Contracts
(Cont'd)

The Uniform Contract -Format Provides an
Excellent Structure for the RFP and the

<Lontract

US Contract Provisions May Either Be Inappro-
priate or Require Tailoring on Foreign Contracts

110

115

Technical
Considerations

Furopean Design and Production Philosophies
Differ from Those of the US

Engineering Practices in Europe Vary Widely
From Those in the US

NATO Standardization Agreements (STANAGS),
Allied Publications (APs) and Data Exchange
Agreements (DEAs) Support NATO Standardization
and Interoperability

122
123
126

Technology
Transfer

Successful Technology Transfer Requires a
Formal Process for Data Conversion

Parts Selection for the US-Produced System Is
a Key Factor in Technology Transfer

128
130

Configuration
Management

Configuration Management Is a Prerequisite
for Achievement of NATO Standardization

and Interoperability

Configuration Control s Required on Coopera-
tive R&D Programs at Both International and
National Levels

A Tailored CM Plan Is Required for a Direct
Purchase Program on Which US Production ls
Anticipated

132

134

138

Quality
Assurance

Procedures for Procurement Quality Assurance
are Covered by NATO Agreements

Quality Assurance Plans for Foreign Purchases
Must be Developed and Implemented

{41
143

Test and
Evaluation

Competitive Testing Has Been Upheld by the
Comptroller General as a Legitimate Method of
Selecting a System

Fair and Objective Testing Is Essential When
Systems of Several Countries Are Competing

15

{45

146



See

Category Lessons Learned Page
Test and 3 - Duplicate and Redundant Testing Must Be Avoided 147
Evaluation 4 - A Joint Test Program Is Recommended for 148
(Cont'd) Cooperative R&D with Technology Transfer
Logistics 1 - There Must Be Common Understanding of Terms 151

2 - The Achievement of RSI May Increase US Logistics| 154
Support Requirements

3 - Weapon System Standardization Leading to a 155
Joint Logistic Support System Is Unlikely

4 - Logistic Interchangeability of Components 156
May Be Difficult to Achieve 2

5 - International Interchangeability (I°) of 157
Components Would Make Feasible a Cooperative
Logistic Support System (CLSS)

6 - Deterrents Exist to US Army Participation in 159
a Cooperative Logistic Support System

/ - The NATO Maintenance and Supply Agency (NAMSA) 161
Is the Most Likely Route for Implementing
a Cooperative Logistic Support System

8 - The HWeapon System Development Process Differs 163
between the US and the Other NATO Nations

9 - Logistic Support Concepts Differ between the 164
US and the Other NATO Nations

10- Availability/Applicability of Logistic Support 165
Information of Foreign Systems Is Questionable

11~ Integrated Logistic Support (ILS) Planning for 167
a Foreign System May be More Difficult than for
a US-Developed System

12- US Purchase of an "Off-the-Shel]f" Foreign 169
System Raises Special Logistic Support Con-
siderations

13- NATO Stock Numbers Will Facilitate Supply 172
Support

Coproduction |1 - Prerequisites for Successful Coproduction Are 173

System Maturity, Strong Program Management and
Multinational Empathy

2 - The Consortium Method of Management Has 174
Inefficiencies

3 - Extended Negotjations Must Be Expected 1in 177
Reaching Coproduction Agreements

4 - Coproduction Requires Workload Apportionment 181
and Careful Scheduling to European Industrial
Plants

5 - Configuration Management and Technology Transfer| 183
Responsibitlities Must Be Defined for Each
Participant

6 - A Configuration Management Plan Is Essential to 184

Maintain the Integrity of the Technical Data
Package
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PUBLIC POLICY RELATED TO RSI
LL 1

THE PRESIDENT AND THE CONGRESS HAVE STRONGLY INDORSED NATQ RSI

0 The President in his NATO Ministerial Meeting speech of May 1977 said the
following:

"We must make a major effort to eliminate waste and
duplication between national programs to provide each

of our countries an opportunity to develop, produce

and sell competitive defense equipment; and to maintain
technological excellence in all allijed combat forces.

To reach these goals our countries will need to do three
things:

First, the United States must be willing to promote a
genuinely two-way trans-Atlantic trade in defense
equipment. I have instructed the Secretary of Defense
to seek increased opportunities to buy European defense
equipment where this would mean more efficient use of
allied resources. I will work with the Congress of the
United States to this end. . ."

0 At the same May 1977 NATO meeting, the President took the initiative in
revitalizing the NATO planning process. US proposals focused on the need
to adopt and implement the NATO Long Term Defense Program (LTDP) in ten
critical areas: readiness, reinforcements; reserve mobilization; maritime
posture; air defense; communications, command, and control; electronic
warfare; Togistics; rationalization and theater nuclear forces. The LTDP
was unanimously accepted by the participating Heads of State and Govern-

ment at the NATO summit meeting of May 1978.

The Culver Nunn Amendment (PL 94-106, 7 October 1975, amended by PL 94-361,
dated 14 July 1976) states:

— \,
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PUBLIC POLICY RELATED TO RSI
LL 1 (Continued)

"It is the policy of the United States that equipment
procured for the use of personnel of the Armed Forces

of the United States stationed in Europe under the terms
of the North Atlantic Treaty should be standardized or

at least interoperable with equipment of other members

of the North Atlantic Treaty Organization. In carrying
out such policy the Secretary of Defense shall, to the
maximum feasible extent, initiate and carry out procure-
ment procedures that provide for the acquisition of equip-
ment which is standardized or interoperable with equipment
of other members of the North Atlantic Treaty Organization
whenever such equipment is to be used by personnel of the
Armed Forces of the United States stationed in Europe under
the terms of the North Atlantic Treaty . . . . Whenever
the Secretary of Defense determines that it is necessary,
in order to carry out the policy expressed in paragraph (1)
of this subsection, to procure equipment manufactured
outside the United States, he is authorized to determine,
for the purposes of section 2 of title 111 of the Act of
March 3, 1973 (47 Stat. 1520; 41 U.S.C. 10a), that the
acquisition of such equipment manufactured in the United
States is inconsistent with the public interest.” (M
U.S.C. 10a is the Buy American Act.)

o In the Appropriations Act of 1978 an exception was made to the preference
for domestic specialty metals on defense contracts. Now incorporated
into Section 6-303xi of the Defense Acquisition Regulation (DAR), formerly
called the Armed Services Procurement Regulation (ASPR), an exception to
buy specialty metals is allowed when:
"Such purchases are necessary to comply with agreements with
foreign governments requiring the United States to purchase
supplies from foreign sources for the purposes of offsetting
sales made by the USG or US firms under approved programs
serving defense requirements, or where such procurement is

necessary in furtherance of the standardization and inter-
operability of equipment requirements with NATO."
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PUBLIC POLICY RELATED TO RSI
LL 2

CURRENT LEGISLATION STILL MUST BE INTERPRETED AS IMPEDING NATO RSI

o Although waivers to the legislation discussed below may be granted in
support of RSI, the statutes still exist and must be considered a hindrance

to international cooperation.

- The Buy American Act (41 U.S.C. 10a and b) gives preference to domestic end
products in government procurement. The following excerpts from the
Appropriations Act of 1975 reiterate the Congressional stance on the Buy
American Act.

"Sec. 707.(a) No funds authorized to be appropriated by
this or any other Act may be obligated under a contract
entered into by the Department of Defense after the date

of the enactment of this Act for procurement of goods which
are other than American goods unless, under regulations of
the Secretary of Defense and subject to the determinations
and exceptions contained in title III of the Act of

March 3, 1933, as amended (47 Stat. 1520; 41 U.S.C. 10a,
10b), popularly known as the Buy American Act, there is
adequate consideration given to -

(1) the bids or proposals of firms located in Tabor
surplus areas in the United States as designated by the
Department of Labor which have offered to furnish American
goods;

(2) the bids or proposals of small business firms in
the United States which have offered to furnish
American goods;

(3) the bids or ﬁroposa1s of all other firms in the
United States which have offered to furnish American
goods;

(4) the United States balance of payments;

(5) the cost of shipping goods which are other than
American goods; and

(6) any duty, tariff, or surcharge which may enter
into the cost of using goods which are other than
American goods.
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PUBLIC POLICY RELATED TO RSI
LL 2 (Continued)

- The Bayh Amendment to the Appropriations Act of 1973, PL 92-570, places
Buy American Provisions on R&D Procurement. Excerpts from the amendment
read as follows:

“No funds appropriated for the Department of Defense are
available for entering into any contract or agreement

with any foreign corporation, organization, person, or
other entity for the performance of research and develop-
ment in connection with any weapon system or other military
equipment for the Department of Defense when there is

a United States corporation, organization, person or other
entity equally competent to carry out such research and
development and willing to do so at a lower cost."
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PUBLIC POLICY RELATED TO RSI
LL 3

PROPOSED LEGISLATION WILL ENHANCE NATO RSI

o H.R. 12837 was introduced in the House of Representatives on May 23, 1978.
The bill would give the Secretary of Defense broad authority to waive the
application of laws in order to support NATO RSI. Specific excerpts from

the bill state:

"(b) The Secretary of Defense, or his delegate, may for
any purchase of or contract (including any subcontract
thereunder), or classes of purchases or contracts, for
property or services to be made from a foreign govern-
ment (or agency thereof) or international organization
(or subsidiary bodies thereof) waive the application of
any provisions of law specifically prescribing procedures
to be followed in the formation of contracts, terms and
conditions to be included in contracts, requirements

or preferences to be given to goods grown, produced

or manufactured in the United States or in United
States Government-owned facilities or for services to
be performed in the United States, or regulating the
performance of contracts. if he has determined that--

"(1) The purchase or contract to which the waiver
relates will be in the furtherance of one or more of
the policies stated in subsection (a) (1) of this section.”

"(2) Consonant with subsection (a) (2) of this
section, such waiver is desirable under principles of
comity and reciprocity applicable to purchases and
contracts among governments and international
organizations."”

"(3) The waiver will facilitate the accomplishment

of the policies stated in subsection (a) (1) of this
section and is otherwise in the public interest."
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PUBLIC POLICY RELATED TO RSI
LL 3 (Continued)

o H. R. 11607 was introduced in the House of Representatives on March 16,
1978, The bill was introduced to give the Secretary of Defense the
authority to implement NATO Standardization Agreement (STANAG) 2135,
Procedures for Requesting and Providing Logistics Assistance, 15 November
1972 (see Logistics LL 6 and LL 7). Currently, the DOD cannot implement
because the purchase of Togistics support from NATO and the sale to NATO
on an exchange or reimbursable basis would violate US laws. The bill
reads, in part, as follows:

"(d) (1) 1In order to carry out the policy expressed in
subsection (a) of this section, the Secretary of Defense
is authorized, notwithstanding any other provision of

Taw and with the foreign policy guidance of the Secretary
of State to enter into and carry out standardization
agreements on a bilateral or multilateral basis with
appropriate authorities of North Atlantic Treaty Organi-
zation countries and North Atlantic Treaty Organization
subsidiary bodies for operational cooperation and cross-
servicing among the land, air, and naval forces of the
North Atlantic Treaty countries deployed in Europe and

its adjacent waters and North Atlantic Treaty Organiza-
tion subsidiary bodies through the interchange of equip-
ment, materials, goods, and other supplies (excluding
aircraft, missiles, naval vessels, tracked combat vehicles,
other weapons, or naval torpedoes) and services (including
use of facilities)."

0 Neither H. R. 12837 nor H. R. 11607 were enacted into law by the 95th
Congress. The original text of H. R. 11607, in part quoted above, was
redrafted by DOD at the request of The Congress, which objected to its
broad Tanguage. Despite these objections to the original H. R. 11607,
the necessity for the proposed legislation was recognized by the Congress.
DOD will seek to have similar proposed legislation introduced when the

96th Congress convenes.
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PUBLIC POLICY RELATED TO RSI
LL 4

CONGRESSIONAL RESISTANCE TO US PURCHASES OF FOREIGN SYSTEMS
CAN BE EXPECTED ON A CASE-BY-CASE BASIS
0 The Congress has taken collective action in support of NATO standardization
and interoperability. However, they still may resist individual purchases
for a variety of reasons. The primary reasons usually relate to protection
of US industry and to whether the purchase is in the best interests of the

US militarily. The two examples below illustrate the problem.

-A Congressional bloc attempted to overturn the Army decision to buy the
MAG-58 machine gun from Belgium.

-In the spring of 1978 the House Armed Services Investigations Subcommittee
was very critical of the decision to use the German 120mm gun in Tieu of

the US 105mm gun on the XM-1 tank.
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PROGRAM INITIATION
LL 1

CONSIDERATION OF NATO SYSTEMS TO MEET US NEEDS MUST BEGIN EARLY

Department of Defense (DOD) policy as stated in DODD 2010.6 is that the Army ,
Navy and Air Force must include NATO standardization and interoperability
goals in their development and procurement programs for both major and minor
equipment items. The Decision Coordinating Paper (DCP) must address NATO
standardization. The analysis will include the contribution of the US pro-
gram to NATO standardization and interoperability, information on the avail-
ability of NATO systems, and the potential for cooperation. Cost and Opera-
tional Effectiveness Analysis (COEA's) and Life Cycle cost studies must
include the costs of NATO candidate systems. Further, the COEA must include

an analysis of NATO System Operational Capabilities.

It is advisable to become familiar with NATO documents describing threat
perceptions; for example, Military Committee (MC) 161-78. Threat documents
are revised annually and may be obtained through the appropriate Army NATO

sub-registry.

The Army should establish close and parallel relationships with the NATO
Organization and the NATO countries for the definition of proposed new

requirements. Army development commands should contact parallel develop-
ment activities of the NATO countries to discuss reciprocal and mutually
beneficial exchanges of technology, cooperative R&D programs and possible

licensing arrangements.
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PROGRAM INITIATION
LL 1 (Continued)

The Army will examine NATO systems, system derivatives, subsystems, and
components early in the development cycle, weighing the advantage of
standardization with regard to alliance combat effectiveness as well as the
impact on US forces. Identification of NATO candidate systems requires

investigating a variety of sources, to include:

- US Standardization Representatives

- Military Assistance Groups

- Foreign Science and Technology Center (FSTC)
- Foreign periodicals

- International Defense Review

- Private industry

- NATO Working Groups

Coordination of RSI issues with foreign governments in the conceptual phase
cannot be overemphasized. If discussions take place after each country is
well into development, costs of redesigning and reprogramming can seriously
impair chances for cooperation. Also, a compromise system could conceivably

fall short of meeting the technical needs of any of the participants.
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PROGRAM INITIATION
I 2

AN RSI PLAN IS REQUIRED ON COOPERATIVE R&D PROGRAMS

/

v

o DODD 2010.6 and AR 1000-1, Basic Policies for Systems Acquisition,

= AR S

1 Apr 78, state that NATO standardization and interoperability must be
considered throughout the materiel system development process. Stand-
ardization and interoperability must be addressed at formal decision

reviews, especially at Army Systems Acquisition Review Council (ASARC)

and Defense Systems Acquisition Review Council (DSARC) reviews.

o The RSI plan for a system must be submitted for Office of the Secretary
of Defense (0SD) approval within 60 days after Mission Element Need

Statement (MENS) approval.

o The RSI Plan must be flexible and dynamic. Proposals, approvals, and
negotiations with NATO countries may necessitate changes. Each plan
must be tailored to meet the specific circumstances of the program. The
plan should be an objective and realistic assessment of the potential
for cooperation. Parochialism, or support of biases, may Tead higher

authority to believe that RSI is receiving only 1ip service.

o Sharing of advanced technology is a prerequisite to total success in
NATO standardization and interoperability. Achievement of RSI agree-
ment will undoubtedly require a willingness on the part of the US to
accept compromises on schedules and costs. There must also be a willing-
ness to accept the NATO countries as full technological and economic

partners.
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PROGRAM INITIATION
LL 3

THE RSI PLAN SHOULD BE A COMPREHENSIVE
ASSESSMENT OF THE POTENTIAL FOR COOPERATION

The objective of the RSI plan should be defined as precisely as possible.
For example, the objective may be an assessment of NATO standardization

possibilities in the development of anti-armor systems.

The plan should assess the perceived threat to be met by systems of the
next generation. Included should be both US and NATO perceptions of the
threat. As an example, the anti-armor system may be expected to defeat
improvements in armor, sophisticated electronic countermeasures and battle-

field obscurants.

A comparison of US and NATO doctrine pertaining to the systems under study
should be included. 1In helicopters, it may be related to concepts of
tactical employment envisioned for the aircraft; e.g., the attack, scout

and utility roles.

Desired operational characteristics for US and NATO systems should be
contrasted. Include the timeframes for which the desired characteristics
have been postulated. If there are noticeable differences in the charac-
teristics between the US and other NATO countries, predict whether or not the

differences may be reconciled.
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PROGRAM INITIATION
LL 3 (Continued)

o An analysis of current and future systems is extremely useful. Identify
current systems deployed by US and NATO countries. Discuss in some detail
the characteristics of the systems such as age and capabilities. A dis-
cussion of current equipment deficiencies is necessary. Deficiencies of
US equipment appear in the MENS. Address deficiencies in the fielded
systems of the NATO countries. These may include such shortcomings as lack
of crew protection, slow rate of engagement or susceptibility to counter-
measures. Describe the status of systems under development in NATO and US.
Include fielding dates for the various systems and plans for cooperation
among the NATO nations. An investigation of subsystems may be required.
Address such factors as integration problems, critical technologies, and
system growth potential,

o Address a prospective strategy for standardization among the NATO countries.
Suggest ways to improve standardization and propose means of accomplishment.

Prepare a set of detailed alternative acquisition strategies.

o If the analysis shows that the potential for a cooperative R&D program
exists, a plan for achieving cooperation should be described. Suggest
possible teaming arrangements among participating countries, including number
of countries to be involved. Delineate management alternatives; such as
joint development, single country responsibility for development with
coproduction opportunities for other participants, or independent development

with a winner being determined through testing. Include the extent of
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PROGRAM INITIATION
LL 3 (Continued)

cooperation envisioned; that is, a recommendation related to the best
teaming arrangement and management strategy. Isolate issues which must be
resolved, for example, data rights, technology transfer and data exchange.

Schedule actions to be accomplished.

If the analysis does not support a cooperative program, justification will
be required. In this case, indicate what actions might facilitate future

attempts at standardization.
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PROGRAM INITIATION
LL 4

COST ESTIMATION ON COOPERATIVE R&D PROGRAMS DOES
NOT FIT THE NORMAL US PATTERN

Cost estimation is inherently more difficult on a cooperative program.
Unusual requirements are dictated by international considerations. These
include licensing and data rights ; European parts, materials and processes ;
technical data package conversion; and international versus US standardization
Costs associated with unique international features must be accounted for
when estimating the cost of a development program and the ensuing production
and deployment.
Normal parametric Cost Estimating Relationships (CER's) cannot be used with
accuracy on an international development program. A CER is usually
developed from data accumulated during R&D of a number of similar systems.
The dissimilarity between the normal US R&D methodology and cooperative R&D
corrupts the process, The use of CERs from similar US programs generally
tends to project unrealistic cost estimates, Parametric estimates and CER's
derived from subsystems and components at a lower level within the Work
Breakdown Structure (WBS) may give a more realistic projection of costs,
But even these have to be tempered to reflect the special costs of an

international program.

Extensive cost risk analysis must be performed at the time of the initial
cost estimate. In this risk analysis, identify the many areas of uncertainty

associated with the program. On the ROLAND, for example, the analyst was
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PROGRAM INITIATION
LL 4 (Continued)

required to know a number of things in order to doia comprehensive analysis.
He had to fathom the maturity of the European system, the status of the
Technical Data Package (TDP), unique manufacturing processes required, and

unique material and parts requirements.

Thorough analysis should be performed of the maintenance and support con-
cept and requirements of the foreign system. If possible, an operating and
support (0&S) cost model that incorporates system peculiar characteristics
such as failure rates and mean-time-to-repair should be used for 0&S cost

estimating.
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PROGRAM MANAGEMENT
LL 1

THE US ORGANIZATION FOR AN RSI PROGRAM
DEPENDS ON PROGRAM TYPE AND SIZE

o 1In all likelihood, the management structure for a particular cooperative
R&D program will be determined in accordance with AR 70-17, System/Pro-
gram/Project/Product Management, 11 Nov 76.. A Project Manager will

normally be chartered for cooperative R&D programs.

o The management structure for a direct purchase program may also be the
formal type if the criteria prescribed in AR 70-17 are met. Otherwise, a
less formal management organization in accordance with the criteria of
DARCOM Reg 614-13, Developmental/Readiness Project Officers, 12 Aug 76,
may be appropriate. If the program is not to be intensively managed, the
acquisition will fall within the functional management system of the materiel
readiness command. In any case, a manager should be designated as the

focal point for program management.

o A manager of a foreign program who does not have a clearly defined staff
must have the authority to call upon functional organizations to provide
assistance as needed. Expertise will be required in legal matters, en-

gineering, contracting, logistics support, and a variety of other fields
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PROGRAM MANAGEMENT
LL 2

A STRONG AND EFFECTIVE PROGRAM MANAGEMENT OFFICE
IS NEEDED FOR A COOPERATIVE R&D PROGRAM

A clearly designated Project Manager (PM) should head the project. He must be
of sufficient grade to obtain recognition and response from all national

and international organizations and agencies with which he has contact.

This is of special importance in dealing with foreign governments and

industries.

The Project Manager must be diplomatic but firm in exercising his authority.
He must familiarize himself with the mores and social customs of the NATO
countries. Mational holidays, for example, are more prevalent in Europe

and can exert a strong influence on European work schedules.

The basic organization of the office will be similar to that of the PM office
for a US system. But the office must be adapted to meet the special require-
ments of the program. Additional organization elements will be needed to
perform the added functions of an international program. A typical

organization chart for a RSI Project Office is shown in Figure 1

- An Office of International Programs is needed to prepare or assist in
the preparation and coordination of memoranda of understanding (MOUs) and
licensing considerations. The office is the focal point for international

matters, particularly at the working Tevel.
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PROGRAM MANAGEMENT
LL 2 (Continued)

- A Technical Management Division may be needed to be responsible for
maintaining a common US and European design.

- A Rationalization, Standardization and Interoperability Management Office
will be needed to perform configuration management functions and manage the
technology transfer effort.

- The Product Assurance and Test Division is of special significance,
especially in the administration of joint test programs.

- A European Field Office is recommended to facilitate data exchange and to
serve as a communication channel.

- A Legal Advisor is invaluable in providing advice related to the various

legal agreements and proprietary considerations.

- The Program Management Division, while not unique to an RSI program,
should be organized early so that project planning, programing and
budgeting can begin. The Division should also develop a responsive

management information system.
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PROGRAM MANAGEMENT
LL 3

PERSONNEL SKILLS WITHIN A PROJECT OFFICE SHOULD BE TAILORED
TO MEET THE NEED

An expanded staff must be expected for any project office handling an
international program. A 50 to 60 percent increase in manning over the
normal level is not unusual. Attempts should be made to recruit personnel
who have worked on other international projects as their experience will be

invaluable in expediting the project.

The project office should be staffed with or have access to linguists,
translators and/or interpreters, as required.

- A full-time linguist, if available, can be a special asset because of
his knowledge of language nuances. This is particularly valuable in high
level discussions related to formal agreements between the countries.

- Translators will be needed for conversion of all documents written in a
foreign language. The number of translators required will depend upon the
volume of material received. A "rule of thumb" is that a translator can
handle 5 to 10 pages of text per day.

- Interpreters are required for the many conferences and meetings conducted
on international programs. It is unlikely that the project office can
justify permanent staff interpreters for this function. Hence, it must

depend on outside assistance. Although US interpreters capable of

36



PROGRAM MANAGEMENT
LL 3 (Continued)

simultaneous or consecutive translation are in short supply, a limited
number are available through the State Department. It becomes imperative
for the project office to plan its meetings well in advance and submit its
request for interpreters to the State Department as early as possible.

- Should a PM elect to have a member of his staff qualified as an inter-
preter, he must submit a request to the State Department which conducts the
training. The applicant must pass a prescreening by the State Department.
The training takes several months at an estimated cost of $1,000 to $1,500

per week.

Project personnel must have NATO security clearances to handle classified
NATO material. The clearances are obtained in accordance with the procedures
of AR 380-15, Safeguarding Classified NATO information, 2 Dec 74. The Regu-
latiion requires that NATO classified material be stored separately from US

classified information.
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PROGRAM MANAGEMENT
LL4

PROJECT MANAGERS SHOULD BECOME FAMILIAR WITH
THE DOD AND ARMY STAFF ELEMENTS WHICH DEAL
DIRECTLY WITH RSI MANAGEMENT
0 A number of DOD and DA offices have primary responsibilities pertaining
to NATO RSI. The missions of several major organizational elements are
described under this lesson. It is not intended that the 1list be inclu-

sive of all the DOD and DA offices with an RSI interest. Rather, high-

Tighted are major offices with which project personnel might be involved.

0 Department of Defense
-The Advisor for NATO Affairs to the Secretary and Deputy Secretary of
Defense is responsible for coordination of the NATO Long Term Defense
Program and the Short Term Initiatives.
-The Assistant Secretary of Defense for International Security Affairs
(ASD (ISA)) is responsible for overall NATO RSI policy.
-The Under Secretary for Research and Engineering is responsible for re-

search, development and acquisition policy pertaining to RSI.

0 Department of the Army
-The Deputy Chief of Staff for Operations and Plans (DCSOPS) responds
directly to the Under Secretary of the Army and the Vice Chief of Staff
who represent the Secretary and Chief of Staff on RSI issues. He is

responsible for Army implementation of RSI policy and overall coordina-

tion and monitorship.
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PROGRAM MANAGEMENT
LL4 (Con't)

e The Department of the Army International Rationalization Office
(DAIRO) is the focal point at the DA level for RSI matters and provides
a single authoritative interface in Headquarters, Department of the Army
regarding NATO and international standardization activities.
-The Deputy Chief of Staff for Research, Development and Acquisition
(DCSRDA), in coordination with the Office of the Assistant Secretary of
the Army for RDA, develops and supervises RDA aspects of Army NATO RSI
programs.

e The Assistant DCSRDA for International Programs is the point of
responsibility for RSI matters.

o The International Office (I0) under Assistant DCSRDA is the point
of contact on NATO R& and exchange programs.

® The Primary Standardization Office (PSO) is the point of contact
for the American, British, Canadian, Australian (ABCA) Armies Standardiza-
tion Program.

® The Department of the Army System Coordinator (DASC) is the indivi-
dual designated by the DCSRDA to function as the HQDA point of contact for
all aspects of a system development and acquisition. The role of the DASC
is vital. He is the extension in Washington and at the Pentagon of the
Project Office, and he acts as the eyes and ears of the project. His
intelligence concerning the mood of Congress, current funding projections,

and lobbying activities is invaluable to the project manager.
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PROGRAM MANAGEMENT
LL4 (Con't)

-The Deputy Chief of Staff for Logistics (DCSLOG) is responsible for

Togistics matters related to RSI.

e The Special Assistant for NATO Logistics in Directorate of Plans,

Readiness and Systems is the point of contact.

In Figure 2 are shown the principal DOD/DA elements with responsibilities

in regard to NATO RSI.
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PROGRAM MANAGEMENT
LL 5

AN UNDERSTANDING OF THE NATO ORGANIZATIONS WITH PRIMARY RESPONSIBILITIES
FOR RSI SHOULD PROVE USEFUL TO PROGRAM MANAGEMENT PERSONNEL

The principal NATO agencies with RSI responsibilities are the Conference
of National Armament Directors (CNAD) and the Military Agency for Standardi-
zation (MAS), a subordinate element of the Military Committee. The organi-

zational relationships are shown in figure 3.

The CNAD primarily directs its efforts toward the promotion of cooperation
in research, development and production of military equipment within NATO.
Specific tasks are accomplished by 32 panels and working groups of the

conference.

The MAS is concerned with the interoperability of existing equipment and

with procedural and doctrinal standardization.
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MEMORANDA OF UNDERSTANDING
LL 1

A MEMORANDUM OF UNDERSTANDING (MOU) IS USUALLY NEGOTIATED FOR EVERY RSI PROGRAM

An MOU 1is an international agreement between governments or between a
government and an international organization. It is the primary means of
promoting RSI through cooperative research and development and production
programs. Although international agreements are in existence with most NATO
countries, a specific MOU is usually required to cover each unique RSI
program. The International R&D Office, HQ DARCOM, is normally responsible
for negotiating the MOU for Army activities. However, higher authority may
direct the Project Manager or some other person of authority to prepare

and negotiate the agreement.

The content of an MOU may vary widely from program to program. Some MOUs
are umbrella type agreements which give only general guidelines regarding
program objectives. Other MOUs are detailed, giving specific criteria to
be followed during program implementation. Areas that should be covered in
an MOU include objectives of the program, responsibilities and obligations
of the parties, and legal doctrine governing agreements resulting from

the program.

Negotiations on the MOU should begin as soon as possible. A 12 to 18 month
period to negotiate an MOU is not unusual. For MOUs originating within
DARCOM the review cycle from initiation te final negotiation is presented

in Figure 4.
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MEMORANDA OF UNDERSTANDING
LL 1 (Continued)

Agreement should be reached prior to receipt of firm offers from for-
eign firms. The MOU can then provide a basis for equal evaluation of

all firms. Subsequent assignment of members of the MOU negotiating

team to the US project office for the RSI program is desirable. Foreign
governments frequently follow this practice which gives their personnel
an advantage over US counterparts who have not had the negotiation exper-
jence on the project. When problems arise under the project contract,
foreign personnel are frequently able to recall interpretations and in-
tent expressed by the parties during MOU negotiations. Without such in-
formation, US project personnel may find it difficult to defend the US

point of view.

Copies of MOUs and other international agreements are filed with the
United States European Command (APO 09128, New York). Many agreements

are included in the State Department publication “United States Treaties
and Other International Agreements." This publication is normally avail-
able in overseas legal offices and US diplomatic missions. Additionally,
Military Assistance Advisory Groups, Naval Missions, and Joint US Military
Aid Groups normally have copies of agreements for countries they deal
with. Finally, the Office of the General Counsel, DOD, maintains a
central repository of international agreements in accordance with the pro-

visions of DODD 5530.3, International Agreements, 3 November 1976.
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MEMORANDA OF UNDERSTANDING
I

THE FORMAT FOR AN MOU COVERING A COOPERATIVE RESEARCH AND
DEVELOPMENT PROGRAM IS WELL ESTABLISHED

The topics discussed below are normally covered in an MOU for a cooperative
R&D program, with the amount of detail varying with the circumstances of

the specific program.

Reference to pertinent and existing agreements. Any existing agreements

pertinent to the program or the MOU should be referenced. Examples of such

agreements may include:

Patent interchange agreements

Security agreements

Previous research and development agreements covering the program area

Data exchange agreements

NATO agreements and their implementing agreements

Reference to controlling laws and regulations of participating countries.

Any Taws and regulations of the participating countries which are mutually
agreeable should be referenced as binding on the agreement. Examples include

those relating to:

- Inventions of importance to national defense
- Employee inventions

- Import and export of equipment, machinery, and technical information
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LL 2 (Continued)

- Inspection

Standardization

Personnel agreements

Exchange of scientific personnel

o Definition of Terms. A1l terms which may be misunderstood should be

defined. Normally, the necessity of defining such terms will become
apparent during negotiations or will be based on past experience with
similar programs. The negotiating team is responsible for defining
the terms to be included in the agreement. Since glossaries have
been developed on previous programs, the team should review these for
applicability. Also, NATO glossaries exist for military terms and
terms commonly used in the areas of quality control and industrial

property.

o Objectives. The program objectives and scope should be identified.
Because of the different kinds of international programs, a variety of

objectives are possible.

- For conceptual R&D studies, a typical objective might be joint R&D

of a system with emphasis on:

® Achieving optimum level of standardization and interoperability

o Maximizing level of commonality of training and logistics
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e Most rational use of the respective countries' industrial,
economic and technical resources.
o Maximizing fulfillment of operational characteristics desired

by participating countries.

- For systems under advanced or engineering development, an objective
may be the development and fabrication of prototypes with total NATO
system standardization and interoperability. As the program progresses
it may become apparent that the original standardization and interopera-
bility objective cannot be achieved. The MOU may then need to be mod-
ified to concentrate on a revised objective of standardization and
interoperability at the subsystem or component level. The modifica-
tion should identify specific items which will be common, such as the
engine or gun for a tank. The MOU may require one of the parties to
develop a subsystem designed to meet the technical requirements of
all parties. A1l parties would also agree to incorporate the sub-

system if testing verified that minimum national needs were met.

e An MOU or the program covered by an MOU may be modified only
to the extent specified by original MOU terms. Substantive changes
to an MOU or its program must be made by formal amendment to the MOU

executed at the same level as the original MOU.
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- If a foreign-developed system is to be considered for adoption by
the US, a producibility objective may be necessary. The objective
would state that the US must be given sufficient information and
data to determine that the system can be produced economically by
US manufacturers. Data furnished should allow the US manufacturer
to address in his analysis legal problems, production costs, ad-
ditional development costs and operational and maintenance costs.
The MOU coverage should also specify the cost/work sharing arrange-

ments among the parties.

Organization and mission. The agreements normally will establish a

management organization and define its authority to implement the pro-
gram objectives. For example, the agreement might require establish-

ment of an organization to approve system modifications and improvements
which affect baseline configuration, to achieve and maintain a level of
system commonality and interchangeability and to identify problems affect-
ing the program and develop solutions. The agreement should specify the
authority of the organization established. Countries may seek to pro-
tect themselves from what they consider to be suboptimal decisions by
insisting on unanimous approval of decisions made bv these management
organizations. Failure to obtain unanimous agreement may result in

deadlock which will eventually doom the program. Therefore, agreements
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must specify a method to resolve disputes or deadlocks. This will re-
quire submittal of the issue for consideration to higher approval
level, perhaps to the negotiators of the MOU. Procedures should be
established to insure the prompt exchange of all technical, economic
and military information. Finally, the lines of communication between
project offices of the participating countries should be set forth. A
single focal point such as the chairman of the management organization
should receive all formal communications. Interrelationships between

major participants in one cooperative R&D program are shown in Figure 5.

Work and cost sharing. To the maximum extent possible, the responsibilities

and obligations of the participating parties should be delineated, to include:

- Work tasks expressed in terms of manpower, development of specific items,

conduct of specific research

Cost contributions, including total and annual financial contributions

Liability in the event of termination of a participant

O0ffset purchasing agreements

Currency utilized plus method of determining exchange rates

Transfer of funds arrangement
The US may be unable to commit funds for the entire program period because
of legislative funding constraints (e.g., the anti-deficiency act). Thus,

a provision should specify that the agreement is contingent upon availability
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MEMORANDA OF UNDERSTANDING
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of funds. Similarly, foreign countries have funding limitations.

For instance, the Germans are required to put committed procurement
funds into an interest bearing account; advance payment of a contrac-
tor prior to performance of actual work is prohibited unless there is
an appropriate reduction in contractor payment commensurate with the
interest lost. Accordingly, the Germans are not able to make funds
available to the US on a US-awarded cost contract prior to actual con-
tractor performance. Since US law prohibits the award of a contract
without sufficient funds being available, the MOU with Germany would
have to specify a method and time of payment that would satisfy the

laws of both countries.

Administrative and other support. Frequently, parties to the MOU plan

to furnish administrative and other support to each other. The basis
and terms, such as cost determination, for furnishing the support should

be spelled out. Such support may consist of:

Government furnished equipment, facilities

Support personnel

Access to establishments

Accounting, auditing, inspection assistance

Translators
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Reports. Quarterly and annual reports may be required. These may in-
clude summary reports, progress reports on completed work, detailed
reports on specific areas, test and evaluation data, final reports,
and reports on background proprietary rights. The MOU should specify

for each such report:

The language of the report

Time of submittal

Number of copies desired

Submittal instructions

Restrictive markings

Rights to inventions, technical information and other intellectual property.

The MOU should specify the rights of the parties to use the information

generated during the R&D effort for defense and other purposes.

- Any data disclosure restrictions, such as disclosures to countries

not party to the agreement should be included. Unless the owners of the
proprietary data are convinced that their technical information will be
protected from unauthorized use and disclosure, their reluctance to
participate could jeopardize an RSI program.

- Each party may desire an initial report to disclose work accomplished

and progress made in the program area prior to the initiation of
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the cooperative effort. This will aid in differentiating background
rights from foreground rights. Background rights are those generated
at private expense prior to the contract award which commences the
joint effort, while foreground rights are those which are generated
subsequent to contract award. Under US regulations, the US Government
acquires foreground rights to accomplishments generated under US-funded
contracts. Contrarily, background rights must be purchased by the
government at fair and reasonable prices. Therefore, background rights
must be distinguished from foreground rights. However, foreign countries
frequently do not distinguish between background and foreground rights.
Furthermore, foreign law may require payment to the inventor for an in-
vention relatable to company rights, which would include both foreground
and background rights. Thus, an MOU provision which assigns different
values for royalty payments dependent upon whether background or fore-
ground rights are involved is virtually impossible to enforce if the
foreign country does not distinguish between these rights. Any re-
strictions on the usage, disclosure or availability of information
generated prior to the project and/or covered by proprietary data
should be specified. Procedures for acquiring access to such informa-
tion should be noted. To preclude future data acquisition problems,
the MOU may specify that inventions and information will not be in-

corporated into a program unless all participants may obtain a license
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or right to use the data. Related independent research and develop-

ment effort which may impact the program should be covered.

- The terms and conditions under which the rights to data are acquired
should be set forth. These may include sublicensing authority, terri-
torial and grant aid sale rights, whether data-is to be furnished on

a royalty fee basis or reasonable term basis, and any minimum produc-
tion commitments. Frequently, foreign contractors are paid a relative-
1y Tow profit for R&D effort based on the fact that they are virtually
assured of any resultant production contracts. If a second source is
selected to produce the item prior to the a<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>