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Chapter 1
INTRODUCTICN

Considering its broad scope and bearing on the
economic well being and security of the U.S. [United
States], its friends, and allies, it is especially
important at this time in our histcry that the ZMS
tForeign Military Sales] program be alliowed to find
its constituency equilibrium level while being
effectively controlled by *the Departmens of *State
and efficiently managed by the Department of Defense
{DOD]. For if we lose such a program through the
inability to adjust politically, apply effective
policy, or manage operations, we would surely abro-
gate an important world leadership responsibility
(11:64-65].

Arms transfers1 have become big business iIn every
sense of the word. Rising in exponential fashion from the
inception of grant aid following Wworld war I, sales from
1950-1976 amounted %o $56.9 villion. Yet even that figure

pales when compared %o the $11.3 and $13.2 billion that was

sold during 1977 and 1978, respecsively (34). With this

1Reference to "arms Yransfers’", unless otherwise
specified, inciude the following:

——governmerntal transfers, whether by grant or sale,
of goods and services %o the armed forces of foreign coun-
tries;

—~—international commercial transfers of articles
designed, modified or adapted for military use (including
components) and related technical data; and

—international transfers, either through govern- [ |
mental or commexrcial channels, of data, know-how and
Sechnical assistance for the production of military equip-
ment _4C:7).




increased dollar value has come a concomitant rise in the
complexity of the individual ™S cases. From the simple
} modus operandl syubolized by the executive agreement
between President Roosevelt and Prime Minister Chuxrchill in
< 1940 which Sramsferred 50 aging destroyers to Great Britain
in exchange for 99 year leases on certain British terri-
| tories (35:2), we have evolved to a more intricate metho-
dology involving practically all levels of the Federal
1 government in sales of our most sophisticated and expensive
weaponry. The advent of coproduction, codevelopment and
accompanying offset arrangements has only added to the

intricacy.

This escalation of activity has not gone unno+ticed.

The sheer dollar volume of the program, as well as its

recent expansion into some sensitive centers of power——
Iran, Israel, Saudi Arabia, ZEgypt-——have brought arms
transfers heightened International visibility. In the U.S.,
the frequent utilization of FMS as an instrument of forei
policy has increased the atiention of Congress and the
Pregident. Congress, for i%s part, culminated =2 long line
of legislative enactments in this area with the Inter-

. national Security Assistance Arms Export Control Act of

; 1976. This legislation, designed to give Congress better

control of the FMS process, required that sales of articles




and services totaling %25 million or more, or defense equip-
ment of $7 million or more, must be submitted to Congress
for approval (48). The practical effects of this ict were
to involve Congress in the very minutiae of the IMS process
as hundreds of individual transactions each year would be
presented to Congress before contracts could ve signed ox
export licenses issued.”

Meanwhile, Fresident Jimmy Carter announced his own
philosophy on arms vransfers. In a major address on 19 May
1977, President Carter declared that in the future "the
burden of persuasion will ve on those who favor a particular
arms sale rather than those who oppose it [7.." Henceforth,
the President continued, the U.3. would regard aXmus trans-
fers as

. . an exceptional forei poiicy implement

to be used only in instances wkhere it can be clearly

demonstrated that %he transier contridbutes <o our

national security interests ([36:1].
Paredoxically, in the four months subsequent wo his state-
ment, the Carter administration transmitted 45 arms sale
notifications Yo Congress involving 18 separate countries,

\

and goods and services worth over #4.1 billion (&4:iii). It

might well be argued that this flurry of action represented

‘Thls system, as one study has claimed, buries Con-
gress in the nuts and bolts of administration rashexr +han
permitting it %o focus on broad policy choices (40:25).

3
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transactions that were well along vefore his administration
and could not De halted without severe diplomatic revercus-—
sions. TYet the confusion over U.3. arms sales corntirnues as
evidenced by the 13978 Camp David Middle Zast peace initia-

| tive which was sealed with a reccrd $4.8 billion arms pack-

age, all this by a President who insisted that <he world's
largest arms seller could not e the ileading champion of
peace (1%:60). What 3ll this implies, in the final analys:is,
is that arms sales will continue to play a substantial role
in supporting U.S. foreign policy and national security

objectives.

; tatement of the Prodblenm

Within this increasingly critical environment, it is
mandatory that the DOD acquisition community understand the
importance of proverly administered MMS. And, as Tthe docu-

ment which actually defines the terms and conditions for

these sales, the U.S5. Department of Defense Letter of Offer
and Acceptance (LOA) demands much of the atsen“ion. There
is a need, vherefore, Yo document and analyze “he dynamics
0f customer-contractor-U.3. govermment iInteractions in ¢th

oreparation and presentation of the LCA., This resesrch

proposes %o examine that interplay with regaxd %o the 7976

sale of 160 F-16s %S¢ Iran, code named ZPEACE ZZBRA.




-

1 —

Unfortunately, the perspective on this sale has been
distorted by the recent chain of events in Iran which led %o
the overthrow of Shah Mohammed Rija Pahlevi and the subse-
quent cancellation of the ¥F-16 sale by the new government.
Although Iran was suffering from intermal unrest during the
time of thesis topic selection and initial research, the
severity of what transpired was a surprise, not ornly to the
authors, but also to many others more informed than us, For
example, as late as August 1978, a Central Irtelligence
Agency (CIA) estimate flatly stated that "Iran is not in a
revolutionary, or even a 'prerevolutionary' situation
[23:97.."

Nevertheless, %the sales cancellation in no way
detracts from the utility of +the %opic. The sale occurred
in the 1975-77 timeframe when Iran was, in President Carter's
Wwords, "one of our most important vases on which our entire
foreign policy depends [47:36.." It is within that context
vhat the reader is asked to consider the pages that Iollow.
If in creating the historical momen®t as it existed, we can
see tne events as they were seen and dealt with by others,

“hen *“his study will be all the more meaningful.

Justification

The attraction of this area znd Justification for

regsearch were provided by “he “imely confluence of three

5
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factors. First, given this increased profile of IMS, it
might be expected that considerable attention would focus
on the LOA, as the "operations order” of every IS sale,
serving as the basis for agreement on what types of items
t are included, when and where tasks are to be performed, and
how much money is involved, the LOA is a uniquely powerful
document. Yet surprisingly, the first—-—and only—-analysis
and synthesis of LOA methodology encountered was done by
F Captain Robert Materma in 1975 (24). In this study, he
i cited several recurring problem factors that existed in
| implementing and suprorting United 3tates Air Force (USAF)
F major weapon system package sales. IBut ais effort was
necessarily a conceptual one, and there exists a need to
examine these factors in a specific case environment.
The second factor was the involvemernt of the F-15,

,1 The extraordinary magnitude of the F-16 program, particu-

h

! larly its ambitious FMS dimension, poses tremendous manage-

ment chzallenges. Chief among those challenges is logis-

; tical support, with problems certain %o arise as the UBAX

‘ attempts to meet several different delivery schedules (20).
Hence %he negotiations of the PERACE ZEBRA LOA are of
interest as a case study of how USAF program managers
attempted to balance the competing operational requirements

of individual sovereign air forces %o achieve maximum, col-

lective mission readiness.




The final factor which lent interest %o fthis study
was the country of Iran. 3lessed with rich oil resources
and situated as both a strategic bhuffer aguinst Soviet
ambitions in the Mideast/South Asia and as an impediment *c
the Soviet Union's historic desire for a warm water port,
Iran had become an increasingly important actor on +the
international stage. Because of that heightened stature,
Irar also enjoyed a special status with the U.S. that
proved very influential during the sales negotiations.
Thus, one cannot fully understand the PEACE ZEBRA story
without comprehending the significance of Iran in America's

national security at the time of the sale.

The letter of offer and accevtance. One of the mest complex

end unique »processes in the alr Force Is that of planning

and implementing an FIMS. When foreign couniriss buy a major

weapon system from the U.3. Government (USG), an ILOA must be
prepared. The preparation of the LOA is wvery Important as
it is +the instrument which ties the entire S cycle
together.

‘ The sequence for *he LOA preparation follows {Z&4:
Ch.3). TFirst, a customer's request must have the approval
of %“he State Department. Once received by the apprropriate
20D agency, the request is ther evaluated %o ensure That
the proper Information is inciluded (i.e., quantity,

7
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configuration, delivery schedule, operational maintenance/
supply concevpt, etc.) prior to processing (52:p.4-3). Nex:,
a case designavor is assigned and a request is sent to the
appropriate agencies for a Price and Availabilisy [P%A)
study. 2&A data are an estimate of costs and delivery times
that are incorporated into the LCA (52:p.4—2). Continuing
this sequence of the LOA process, the appropriate Major
Commands {MiJCOM) and implementing agencies prepare the P%A
data and send them to Feadquarters United Stabes Air Force
(Z5 USAZF). The Air Staff then draws up the actual LOA sub-
nisving it for Corgressional review as required by the
In*ernational 3ecurity Assistance Arms Zxport Control Act of

1976 (34; 48). C(nce zpproved, i% is signed and becomes a

+3
(82
[¢]
(@
1)
33
ot
443
H
O

£ Cffer is now sent %o the purchasing

cecuntry for revisw and signa‘:ure.5 HQ USAY then issues the

i case znd Yramsmiss 1t and The obligational authorivy

[

! recelved Irom “he 3ecurity Assistance Accounting Center %o
the Izplementing LSAT agency so work cazn begin on the actual
Sammishing 27 ecuipment and services. This compleves the

‘ basic LCA preparation sequence.

'J
ct
’J.
0]

R
“Af5er “he customer signs the document
(S y
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The importance of the LOA as an integrating mecha-

nism in the FMS cycle cannot be overemphasized. I% is %the

-
_n

contract that ovligates both the USG and the purchasing
foreign government znd serves as the basis for agreement
between The two on exactly whai materials and services zare
ided, when and where they will be delivered znd for how
’ much. But fthe complex preparation process for She LOA,
coupled with “he short preparation time {maximum processing
time is sixty (60) days (5C:D-1) have ceaused numerous manage-
ment problems (24:87,147).
The first synthesis of LOA methodology into one
document was accompliished in a fthesis done by Captain
Robexrt D, Materma, USAF (24). In this exploratory study,

-

several selected factors were reviewed axd analyzed

5

provide some insigh?t into the complex issues associaved with

oreparing an LA, Twelve factors were iderntified, and of

e ——

these, four were singled ou’t as causes ol the most recurring

problems {Z4:144). The first, initial planning during the
rrevaration of the Offer and Acceptance, caused a greaser
‘ aumber of recurring prodblems %Shan any of the other factors
reviewed [24:7871).
. . }t can de stated with confidence Zhat 1°

thorough planring is not conduczted 2% the Tery
beginning of %he program all subsequcn, acvivities

- -

related %o the sale Wwill he affect T24 7457

nextc most Important




determination of accurase T%4 data which iInvolved 2 trade

0If between Timeliness and accuracy. wkile high coss esti-
mate »eliability is usually insisted upon, “he dsmand Is

often mitigated by 2 concurrent reguest for z mini
sing vime (14). The *hird factor was the lack of eaxl

AJCCM involvement curing +he plarnring and coordination of

f

-

sale, The iInclusion of The MAJCCM program menagers during

o

the initial planning of the LCA is crucizl %o success in The

implementation and support stages of the sale (19:745), T

1>

=%
<

finzl Tactor identifisd was that of coordinstiocn durin

09
ot
=Y
4

actual prevaration of the O0ffer and Accertance, subsequens
to the initial plarning of a sale. This stage involives the

identificavion, coordination, znd performsnce of responsi-

112

ili%ies zmong the Implereniing agencies during Skhe drawin
up of the DD Form 573 {LOA) [24:445-1453).

The xnowledge adbou® the complex process Irnvolved in

3

sales i1s s%ill in the building stz
dafiniie need for furtker study vn ores o the most mportant

varts of ‘that process, the LCA, Therefore, oxze ovjective of

this research Is vo fuxther develop and refire %the Ideas and
Trotlem factors Identillied by Materma znd trhus add o *the

mow_edge about the zMS process. Tzis will Te done

(9

b7 further exsmining and attempting Lo walldase lMaterma's

factors In a case study, “he sals of F="33 S0 Iranm,




7~16 considerations. The F~16 program offers z useful

example of the expansive rnature ard growing complexity o

by

the U.S. IMS program, Selected %o complement the alir
superiority features of the F-15 and 7o ensure U.3. air
supremacy in any conflict, the F-16 program was sxpanded

-
i

inclusion of 2 348 z2ir-

[11]

rapidly and dramatically by th

v

\

craft sale to the Zuropean Participating Govermments
consortium and the subseguent desal with Iran.
It was this {tremendous program concurrency <kat

worried 4ir Force plarnnirg officials, particularly those

charged with logis%tical zuprport (20). Specificslliy, Wit

established in TUSAZF planning documents and the T-16 Meme-
randum of Understanding with the ZFG, the F-1& Systen
Srogran Office (82C) faced a rapid buildup shat include
vasing a% eight different locations in six countries in Z4

months (37).

A vortion of the initial In-country FEACE ZERRL
oriefing presented To the Iraniasns in September 1972
smpnasized the unprecedented navure o F-"5 IMS sales by
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the ¥4 was in the Air Force inventory for four years defore
any aircraft was part of a Security Assistance Prograx.
Since that time, eight countries have purchased 789 zircraft
with much of the USAF's success in supporting these planes
due to the ability to draw on the experience gained and the
established buffer stock available in the USAPF inventory
(37). Compare that to the F-16 program. Two years af%er
activation, six different countries were scheduled tTo have
F—’16s4 with no buffer stock, no support base, and very
little operational experience.

It has been said that ro modern fighter progranm
faces the potential early support vroblems posed 7 the -2
deployment schedule (20) and this potential over-sxtensiocn
adds further interest and importance to zn examination of

the Iranisn sale,

Iran's vosition of strength. The £inal factor which lent

-~

impact to this study was the country of Iran itself.” Iren

4 . “ . . - . -

"Bven with the cancellaiion of the Iranian sale,
recent commitments to Isrzel will maintain this level of
concurrency.

5Again, the reader is urged to exercise a form of
historical displacement and —ecall that the operating
assumptions under which this sale was negotiated are dras-
tizally different from those existing todzy. What follows
recreates the situation as it existed then.

13




>

had always been an Important geo-polist
astride the great land bridge vetween
Africa, ancient Iran was consistently
istory. Zvern in 1976-1977, although
less territory than during its Persian

was an important world power.

Iran's importance to the T.S.

ical entity. 3ituated

Zurope, aAsia, and
in the mainstream of
occuprying considerably

days of power, Iran

was based on poliitical,

military, and economic factors, all of which contributed to

the strong bvargaining vosition Iran enjoyed throughout the

15 discussions. An examinat

vetter define the genesis of +this

ion of those factors will

"negotiating imperative.”

It is significant that eight consecutive adminis-

trations, from Truman to Ca~ter, have

-~

ox

This support first manifested itselfl In

helped the Shah return to the Iranian
Tlight abroad because of a confrontat

enemy (33:95). Tk

e American commitmenty

concluded that surport

Iran's security was in America's national interest (3).

1953 when the JL.
throne after a brief
lon with a political

increased sutsTan-

tially in 1968 when Brifain decided *o withdraw i%s forces

from the Persian Gulf

{19:8).

But the most dramatic display

solidarity occurred during the Nixon administration.

of U.8.-Iranian

Jpon

reviewing a study on the effects of the British wilhdrawal

frem the Gulf, President Nixon opvted for "regional cooper-

ation" based on the twin pillars of Iran and Saudi irsbia

14
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© e ——

(3%2:94). In implementing this policy, Mr. Nixon made
several personal assurances %o the Shah that he could rave
"rixtually any military or intelligence support he asked
for [23:28]." This decision to sell Iran practically =zny
weapon system it wanted was unprecedented for 2 nonindus-
trial country and, to one observer "effectively exempted
those sales [to Iran’ from “he normal arms sales decision-
making processes in the State znd Defense Deparsuments
(35:187."
Militarily and strategically, Iran also loomed

arge during this period for several reascns., ZIirst,
because of its 11250 mile borxder with the Soviet Union, Iran
served as a critical check and balarnce against the spread

of Communist influence in%o the Near Zast and Indizarn QOcean

(2%:26). This "buffer!" role should not be underestimated.

Subseguent to the 1978 upheavals in Iran, when many obser-
vers were concerned about possible oil shorfages, Inergy
Secretary James Schlesinger observed that the geo-political
consequences of the Iranian events—--sharing a common border
and feeling tThe pressure of Soviet encroachment in other
nations—~"undoubtedly exceeded in importance” the impact cn

America's energy needs (33:95). 3Second, Iran's willingness

to utilize its military resources Yo support the status quo

throughout the Persian Gulf was in consonance with the

Nixon doctrine which asked T,.S. allies %o shoulder more of

15
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the burden for their defense, 1In this way, American policy
n the vital Gulf area was extended without any need for
direct U.S. intervention (8:336).

At least as important as the political and military
considerations was the economic factor. Irszn's inter-
national leverage in this area came primarily, of course,
Ifrom its o0il., As a freguent observer of Iranian dipiomacy
has noved:

The groning significance of the Guif in Iran's
foreign policy is d*“ec*‘y relafted %0 several salient
features of ooll**~aL, econcmic, strategic interest
which foreign vpolicy seeks to oromo*e and protect.
Undoubtedly at the reart of this complex ol interests
lies oil [53:346].

And it is a potent instrument of foreign policy., The Guif
area coatains approximately 70 percent of the xmown oil
reserves of the Free World ané currently produces adbout 20

vercent of the Free World's amnual oil supply. Moreover,

Japan depends upon the Gulf oil for about 85 percernt of its
internal consumption, Italy for 85 percent, wes: Germany for
60 percent, France for over 50 percsnt, and ke U.S, for
over 11 percent (19:2).

Iran has been particularliy dexterous in %he use of
it¥s o0il policy. Ior example, she consistently opposed the

-

use of oil as a political weapon in the Arab-Israeii con-

text and refused to curtail *he ficw of oil to the U.S.

and West Germeny during the Arab oll boycott in the 19732

el
I

[6)}




S

Arab-Israelil wWar, Conversely, Iran sometimes supportad

es ir the price of oil over U.S. protestations

Other economic interests 4ied the U.S. and Ir

fs

The $14 vpillion paid by Iran to the U.S. since 1972 fo
nilitary gecods was a significant offset o this country's
balance-of-payments deficit. Additionelly, hundreds of
American banks and businesses were involved in Iran (8:337),
Thus, it is agzainst this historical backdrop that
the PRACE ZZBRA sale must be considered. Trhe U.S. held
significant interests in Iran at that time, and the resul-
ting leverage this provided Iran during the F-16 negotiations

was a kxey element in this story.

Coiectives of the Study

1. Qo contribute an analysis of =2 major weapon
system arms sale to She intermational logistics body of
xnowledge.

2. To examine “he actual meckanics of the LOA
procedure by Initiallz using the selected Zactors outliined
by Materna (24):

a. iInivial plsnaning during the preparation
of the Cffer arnd Acceptance.

b. early MAJCCM involvement during the Dian-
ning and coordirasion of a sale.

¢. coorxdinaticn during *the prepa
Cffer and Acceptance subsequernt Yo the initi
a sale.

d. 1lead time for the determination of zccurate
Price and Availabilit y data.

3. To documert successes and failures of She FRACE
ZZBRA LCA methcdology for future arms sales.

17




Research Questions

The following gquestions were directed at accom—
piishing the objectives of the research:

1. What was the historical background of ZFEACE

ZEmBRA?

2. How did ZEACE ZZERA 71t into the M3 »nrocess?

2. Were the four major problem facitors Identified
by Materma present during the implementation of the FEACHE
ZZBRA LOA? Were zny others presens? |

4, Ixtrapolating from the FZIACE ZEBRA sxperisnce,

can any recommendztions ve made that will assist future VS
vractitioners?

Researcn Methodologw

Given *the objectives of this study, <he methkod of
collecting and =znalyzing dzta used %o achieve The research
objectives and znswer She research guestions will Te out-
lined. ©First %o be presented is the data collecTion pian
which describes the information gathered 2nd -“he sources of
that information. XNext is The research desigrn which was

L tkhe aporoach used To collect =nd analyze the informaticn
‘ ‘dentified in she data collectiosn plar. TFinally, an over-

7iew of The rest of %4his research report is Included.

Data collectilon plan. There were several Sypes of quali-

tative nformation readily zvailable which were pertinent
<0 answering the research questions and objectives.

18
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Firgt was the Congressional Suarwerly ilmsznac, Thi

vublication provided =z concise summary of Congressional
hearings dealing with the FEACE ZXZBrA sale,

Next, the unigqueness of 2PEACE ZZBRA was 2 resuli of
two particular factors. First was IZran and our relationship
with nher at the %time of the sale. 3Sources of Irforma*ion on
Zran were found in govermment publications, ampublished
research papers, the Area Handbook for Iran and wvarious
books. Numerous magazine and newspaper articles also
chronicled recent developments there, The second facTtor was
the ¥-16 prograxz with its mul%i-nasional zomplaxities. The
mzin source documents Jor the .7
the Z-15 Sr0. 4Also used were unpublished research tzrners
and Interviews with 3ZC persornel.

In addition, the LCA end its convtenss and role iz
the IMS cycle were a vital part of fhe Information reeded
to answer The research quessions. The principls sources
for data on the LOA process were tre varicus Milizary

manuais and reguiaticns, Including the Milisarr issistarnce

and 3ales Manuzl (MASM) and ATV 400-3 en%islaed FToreizm
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Finally, data on the actual LCA preparation and

sale of ¥-16s %o Iran had to be collected. The sources of

this informatior iInclude 7arious F-15 program documents such

as the F-76 IS Master Zlan, team trip reports for both the

Presentation and Wweapon System Flanning Teams, early 2EACE

ZEBRA correspondence and contractor documents., Cther

important information on the actual sale was collected

from the individuals involved. Their experience and xnow-

ledge were invaluable In completing the data collection. Most
+

of the Interviewees were members of Three organizations:

-

the 716 SPO, and Air Force Logistics Command (AFLC), both
located at wright-Fajtterson Air Force 3ase, OE; and the
~

Directora®te of Inermational Frograms®, part of the USAF

Headquarters 3tafs

[

% the Fentagon.

Research design. Much of %the data pertaining to the sale of

ature and located

U.
I3

the F-15 %o Iran was qualitaiive
gither in govermment documents oX with Alr Force members
who were persorally iryolved In zhe ITIZACE ZE3RA project.
This information was amerable o 2 hisiorical synthesis.
research guestion <7pe of analysis. The data gatiering and

anal7ysis went through several stages., First, <here was 2

) - . FRE :
Tormerly Directorzate of Villtary Assistance and
Sales I TSAF L3F), currently I TUSAX TAIL.




search for pertinent documentat

phases of =

reviewed for

other potential prodlem areas.

information collected durin

came from the F-16 32C, Intermational Logistics Clenter [IILT),
AFLC, znd the Air 3tatf, This review estatvlished tThe Toun-
dation upon which the nexs stage of the research was Tulls

that of the

The
Several of
proplen

“a o
-

surfaced durin

Zour factors for study. These zdditicnal protlem =reas were
contractor involvemens, program concurrency, snd tolliitical
constrainis,
Initial analysis complete, Lhe inserview ssage Tezan.
Ley parsicipants were selactad as potentizl Inferriawees
while guestions were formulatad Ior the Intervisw ltsell.
A partially structured interriew Iormat was chosen. This
2etrod used standardized jquesiticns, contained In appendix i
A‘
questions “allcred o each §
regspondens's particular experisnce and imowledge of ZZACT

I=3E4,

relevancy wno

———d A
initizl ans

's

Se N
ing Shis

ion concerming the ear

Cnce located, each docurent was =zen
Yaterna's provlem fzcsors and &ny

:/:OSJ: Of the :._LA.V—-J - Tl
this documern%tation review suage

_73ls wnich

were

_ -,,,___—v,'_{




nterviews were conducted on 2 non—-aturritution basis

from April through May of 1979. Those intervieswed, along
;ith Sheir positions neld 2t She Time of whe FPZACE ZE3EA
, are lissed below:

1. General 3ryce Zoe II, Commander Aixr Force
Acquisition Legistics Division.

2. DLieutenant Generzl Gsorge Rhedes, Tice lcm-
mander, Air Force Logistics Command,

jo ne
¢f Military Assistance =nd 3a

. Colonel Del H. Jszcobs, Jeputy IDirecior of the
em *rogram (CIfice.

5. Colornel Thomas irmold, Deputy Directcer of
Military Assistance and 3alss.

~ N N & e e AP :
7. Colonel Jhester Tavell, 3taff OIficer, Direc-
S S S I A 2 e . 3 AT -
Sorate of Milltary Assistance and Sales,
- e A < i o s o -
3 nieutensrt Jolonel Mikes Clark, Chlel, Ser-

™S e = -
rograng Division, -

T4 - ol D - = 3 = e N oL aa]

9. Lisubtenant Colonel Rugs Sanders, 3%afl Cflicer,
—™a — -— £ Ma ™ 2= \ 2 A Jn”
Directorastes of Milisary Assistance and 3Sales.

ey A= £ - -~ - - -— -— gy - >
‘ presation of The Information already gathersed, Tus zls0 foo
i . - < A -— ot A - - N
~he new Insignhts and data woich were Tevealed.
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HEE M5 ZRCCESS

3

How does 3 weapon £ystem such as the F-16 get fron
“he manufacturer %o another country? There are basically
vwo methods., The first is & direct sale tewween the foreign
goverrmen®t snd 2 J.S. coentractor. Contrcl over Commercial
Sales is exercissc by She Issuance of zn expors llicense L7
The lepartument of 3State. However, the Arms Zxport Control
Act of 197€ states shat Commercial Sales are prokibited for
meior defense sguirment ¢

Noxrtz Atlantic Treaty Crgenization (NATC) couxn<riss) (48).

negotiate and sign an agreement

pliszed in The same marnsr with The USSE belng ax inter-
medizary betwesn the ZFZ and contractor (24,
The cycle of 2 govermment-So-government saie can e

brozen down into several seguential thases

Dy

AlShough thess phases zave never teen o7
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2 chart drawn up by the Directorate of Inftermasional
Logistics, Aix Force Acquisition Logistics Division (ATAID)

25) was used as ths source for she discussicr which I

Zach prase will new oe described axnd defined as 1=

g

¢ ot n . - . - 4~
sxisted during the time of The PEAC

ZZ3RA szle [1G75-mid-

Y (=) e hl EAR N e ~ S~ -7 Y - oy —— =~
The M3 Pre-Planninzg phas2 dzals with weapern systams
———1 " s o~ -~ LR I I mrpn L. - PR,
35111 in early acquisition ox devslopment. If a weapon

Fstem Yeing acguired by the USATF hes a reasonable chaxnce of

being beught By a foreign govermment, severzl lxzporiant
questions must be asked: wWhat guantisy I1s expected To De
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= - e dma ' 3 < = ‘A ~oo N e R =

ot Impacting fufture USAF readiness (Tip.it-2). IThis pizn

“raining and spares, =zxnd other supporT. Jalled sn
Master Tlan, it explalns how each major wearon 37svem's
future M5 sales are o e zandled =nd zTTempts o

c8
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anticipate future provlem areas in production, =2xpancsiorn,

The IMS Pre~-Planning tericd 1s desizmed <o provide

o =

a foundation upon which fuitur
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o%hi7 Imple-
mented. It is important bvecause, done properly, is causes

the differernt Implementers such zs Air Torce Systems Jommand

(AFSC), Air Force Logistics Jommand (AFLC), Tactical Air

Command (TAC), Air Training Command (ATC), and she contractor

o

To consider the effects of ezrly TMS involvement on the

progTam.

-

Yet despite “his importance, ore of the most troubdble-

some problem factors delined in Materma's *thesis was the
lack of adeguate Ini%tial planning during the preparztion of

“he Offer and Acceptance (24:744),

Jhe IS Pre-lanning vhase should start at the
veginning of a weapon systvem's develorment and continue
wuntil a country expresses z sincere desire to buy the sys-
tem. Iurther, this Interest may e shown at any tinme
Througrout the development and acguisition cycle. Thus, the

Planning phase and the FPre-L0A phase may khave some overlap

as planning continues to be updated and revised as more

facts about the buy become Inown.

Pre—LCA Activisy

il V4

Pre~LCA Activity is defined as the %“ime Ifrom when

- - -

nmameii, = - h e
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2 wWeapon system to the time the actual sals reguest is
approved by %he Stazte Department and transmittsd %o the
sppropriate mi

such event
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data and corresponding replies; visits by representatives

of the potential customer to the USAF or contractor;

LRI T )

determination of commercial zvailabilisy; developmens of

Memorandums of Understanding (M07J), if any; and the asctual
approval or disapproval of the reguest by the Sztate Deparst-
tilons between The tTwo govern-—

what to tuy, how much is

involvred, and if the govermmeni-to-govaermment sgreement

o}

- -~

oest fits the particular situation.

Cnce a2 country's Interest has progressed So a

satisfactory point, it submits a Letter of Request %o “:ze

Q

ol

S3G. The channels for sending requests a2nd receiving

approval differ devending upon the category of the country.

I7 3 category A country, the reguesyv is forwarded direcily

counsry muss forward the request <harough dirlomatic channels

artment approval .37 :ip.3-2). In either case
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nce the request is finally received at HQ USAF--<The
irectoratve of International Programs-——an acinowledgemen
is sent %o the country within five days and 2 case identifier
is issued (50:D-2; 51:p.5-1).

During this phase of activity a Weapon System Zlz

ning Team (WSPT) may de organized and sent So the country *o

H

gather more data on the reguirements for the particular
sale. These teams may also be formed during any progranm
hase as will be demonstrated duxinrg the FEACE ZZBRA nego-
tlations.
As noted earlier, the problem factor of initisl
planning sometimes spills cover iInto thls thase, dut the

vroviem of early MAJCCM Involvement during The planning and

o
s
(O]
H
@
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B2}
LS
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&0

coordination of 2 sale must also be iavestigate
early involvement is necessary to eifectively Implement and
support the sale, and it was Materma's contention that the

TUSAF was deficisnt nere (24:144),

issued, the Air S5taff requests &%l data Irom The Imple-
zenting commands., Jdccoapanying the rsguest for FRA data

-

snould %e ground —uls2

n

and accurate countIry requirensnts
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develoved oy She customer counsry and the wW3PT., The Air

. o . 2 -
Staf? wmay appoint 2 lead ccmmend™ such as AFLC or AFSC

collect the TR%A data and draw up

the ZOA (38:1).

Once Tasked, the Commands appoint a program manager

who collects %he F&\ data, and vased on *“he sale require—

ments, - 1bmits estimates of pricing and svailability for

items or services for which he has maragsmen®t responsibili-

ties. Tfo

H
U]

xample, developmental systems are usually

AFSC's responsibility, spare parts belong So AFLC; ground

3

rew and maindtenance Training is done by ATC andé a2ir crew

-

“raining is TAC's responsibili

-

task usually filters down to the

with the needed davta, e.g., Tthe

ty. TFrom MAJCOM level, the

level which actually works

S0 in AFSC and the Air

Logistics Center (ALC) in AFLC (52:Ch.2).

In older systems

the &4 data are compiled from

recent contracts and past records., However, it is much more

difficulst %o determine accurate
With no 2stablished data base,

requirenents, arnd many of The 1

2&A data for newer systems.

-~

no Tirm xnow.=2dge of support

tems often still in research

or development, T2l estimates are extraordinaxily "softh.

Y

addisio There 1s always the possibility of updating

and revising the system z2s more

“This menagemen“ conceps

e
chapter.

\N
n

testing is completed,

is discussed lzter in <he
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wish delivery schedules and advsnced flight Tralining

n
0]

reguired, One other actor »nlays an important »ole., The

manages M8 funds for trhe Alr Force, would send Ddills, col-

+

tmust funds and adminigtrativ

o
[e]
ct
[¢)
3
o2
)
4
B
i
W
(0]
[§)]
¢t
3
@®
4
n

fees (12:x-30.1,31.1).
The Zrogram ‘mplementatlion prass can also be Zurther
subdivided In%o Two paxris: %the initial procurement of end

items and support, and any other Iollow-on supvort naces-— ‘

-

sary o keep the system operational over I1ts projected 1ife,

Any follow-on support usually requires o new IOA.

Sl osure

Cpon Sermination of all the separate cases I1navolved

K . = + ~ Ao s al " K

in a weapon system pacxkage l.e., all services rendered and
K - - 3. - - -3 o N\ ) — o an :

articles delivered and pald Jor), The accouns for thail

. particular sale 15 reviewed, audited ard then closed ouv.

MASCR MANTAGEMENT TOCLS

‘ Now that tzne IMS process with 1%s severn gemersl
vnases 2as veen descrited, some ol The managemsnt L00L1S
previously menbticred will be explaired In more devall,

- R : ~

These %o0o0ls were availadle Yo USAF IMS officizales irx their

efforts %o encourage eifective management oI %iois sale.




Master Zlan

The Initial plannin
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weapon system sale should Include such Things as estimases
of IS sales, corresponding produciion schednles, Sraining
and supvport. IThese parameters am2 ouslized in an IMS

Master Zlan and czn Ye used So forecass and dezl wiith

customers. with Tais

2]
m
(L
3
i kN
ct
|
O
I3
)
}

proolems wnlich arise o
documens, ths viming for new cusiomars over “re next five
S0 seven 7Fears can De planrned, takzing into considerziion
produciion znd spare lead times, retooling, and potensial
delivery sczedules, The Implemerting command mzXkes up She

—

M8 MasTer Flaxn In consultation with the prime contraciors.

S00L for I3 1s %the team

3 Y 3 = - m SRR
[poroach., ~Aere can fe a IIeSelTATILONn Jezm walcl CzEn

- N / Eo) 2 s he b ~ AT < - I e ]
vage =i7Ther Trohe nitvial Drcad out.ines ol she M5 »rosran

~ a - S TS S N Ea, -— — - g
or a zrevared znd avprov2d LIA Yo The Torelgov rassomers sndé
K o . 4+ ] -~ B S -~ - .- < >
oriel Them on Y:re procgram's scorpe. Incliiings Tooioprice axné
-y T A A e )/ -— — -1 < - 2 -~ -5, -
‘ aval_.asllity., The Team gaould Izolule I The Tar-

o = 4 Fad g} - -— —y - - P =~
Sllu.aX weapon sysvtem Irom The JLrectoraTte I nTernmational

- B b < - s < < .- ~

otha> major particirtanss. 3incs zno 2ne ndi-ridusl is

- R Y .op = -— e hada WY +“ . i -7
Jami_Zax enough with any vartlicular 0L to answer all she
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guestions =z coumnSry might pose, This Team 3pproach zas
become more desivable [71:p,27-"4).

Another ool i1s She WSIZ. This %eam may go in=

tre country to gather data needed So plan each sale more

specifically. They gather facts on: aircra?t configura-

tiony operational snd basing concevts; training, Supr.7,

zaintensnce, facilitlies and mappower regulirements; and
financing, These Teams, likxe The Presgentation Tezm, 2re
usually composed of expercs Trom I3 U3AT, AFLC, AFATD,

. St — ’, ~a ~o
IS activisy (Mip.27-2; Z25).

The Lebtter of Intent [L0I) is 2 special management
Tool that precseds the LCA and Is used <o Iinamce procure-

2:0.4-9), This documen*
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~

“ne LOA would be Zoo late o allow the procurement of long
lead Time ISems In time Zfor requesied delivery dates. Zow-
erer, i1 Congressional review and approval 1s zecessary, *hs
L3I canmot be Implemented until %he longressional review is
successiuily compleved unless a special exemption Is granted
o7 the Director of The Defense Securiiy Assisiance Aigency

12:I7-185

[Reayas

- ~ 3 0~ oy e
~eald CTommand Concspt

The Lead Command maragament conc2ds Is a ool whic:

may e used within the Alr Zorce %o designa®te 2 rrimary

would provably Decome th2 _ead comrand for = wearon systenm

.2 under development, while AZLC might te assigned weapon

} .
(o

B

systems which are no longer in production or suvsystems s5ill

vpeing produced.

ne

Zetter o0f Cff2» and Accevnstarce

; - AZAT 2 4 £ a” - el

The DD Form 11577 is Ttre contracztual =zgreemany
N " o A A <+ s - - <
cetween Yhe USG and customer counitry. Fricr fTo sShe Alr

FJorce Za2Xking action So provide reguested materizl ard
serrizes, an LOA {or LOI) muss De signed oy She Zorei

govermment, The 04 uses F%A dasa and

o)

A -~ e
- ZelDTS TO aclu-

J0%h the prices %2e customer country will pay
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ne vimes Shat delivery will %Sake place. Addisional

arzpropriate (51:41-5). B3Signed »y both gorermments

-
)

]

5

should contain 21l items involved in the sale [unless
e

certain items are broken ouf and identified In separate

LOAs). Yevertheless, *the vrices and delivery schedule zare

gstimates only and this must be xent in mind. On the back

of every DD Form 1513 this imporsant corndition is svaited:

The price ol ifems o be procure
their *toval cost to the USG. Unless otherwise
specified, the cost estimates of iiems <o e pro-
cured, availabilisy determizasion, and delivery
orojections quoted are sstimaltes Dased crn current
availavle data [24:767,

SUMMARY

o~ o~ -

In conclusion, the geven prhases 57 the M3 progran
have deen reviewed along with many of the malor managerent
Sools available during these phases. Several Important
Jacts must bDe emphasized, First, alithough the ZMS process

nas been divided Into seven thases, svery NS sale Joes not

necessarily follow these phases iz order. In fact, meany cf
) D) D - ) —_— . - - N
She pnasges can nappen concurrently.” For Instaxnce, Fre-Lla

relaslonshins 4¢
sional review tkhase,
am—ne

=
“Severzal strict cau ar Tec
however. Zor examnle, “he Zongre
-~ (=)
ko) moLle




Lappened during PEACE ZE3RA. Thus,

every sal

ig the flaxibility of <he NS mara
does no%t have to ve £

Moreover, several teams gy o€ sens

vl valT

[E I QA Qs hl JEERPES RIS
definiticn, Similarly, with The a2xc

an 3MS sale cou.d conceivably De zo

<

any of these tools.,

- e P
Finally, She corganizaticnal
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DPIOC2SS mMust noT ve Torgouitrten., The
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rmed in the 0ffer Development

nsummated withous

2 -— -— - -~ —=T\D -~
Imporsant 22ar.y In the ZEACE IZZRA s

Activisy and Offer Development can merge into one phase &S

the pkhases char%t Is

e or mcdel wish which %o Tegin =2xn znalysis or

d
understanding of FMS, Tariations cccur In praciically

The nex*t aspec: of the IMS process To keep In mind

gement <ools. The WSIT
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as more areas need
eption o the 104 i1tsell
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This chapter provides z brief narrative of the key
events which transpired during the PEACE ZEBRA negotiz<ions.

To remain consistent with Chapter 2, it is organized azround

ct

he framework of *the previously discussed key IMS phases.
Additionally, unless otherwise referenced, the details
recounted were gleaned prizarily from the formal interviews
conducted. 3ut due to the non-atitribution nature of shose

T

interviews, specific references will not be made,

Iran Zxoresses zan Interest

In an effort vo upgrade his 7F-5 fleet and comple-
ment Iran's newly acguired r-14s, as well as a furtiaer step
in his oft-proclaimed drive o restore Iran to its glory
days of Persian stature (2:44), the Shah began expressizg
interest in the 16 early in 1975, In luguss, of that
year, representatives from General Dyremics {*he airframe
nanufacturer) and United Technologies {(*he engine company)
net with the Vice Minisver of War for Armamenis of Iran,
General Hassan Toulfanian, to discuss F-"6 purchases znd %o

o~ Lo
orler

w

proposal for F-15 coproduction. Althougr CGenerzl

e e e = L e e s eme e o————t e --q




~ -~
6., o

Iran's intentions were formalized in earxly 191

15 February 1976, General Toufanian sert 2 Zetter %o Mr.
David Lewis, General Zynamics' Chairman of the 3oaxrd, axncocun-
2ing Iran's desire
] . « « Lo enter ;n+o negotiation with you either

directly or through “he Jovermment of the United

States, for the procurement of 200 eack F-15 aircrafs

with all required spares and support _&45..
General Toufanian's Zetter mentioned the prospect of pos-
sidle coproduciion arrangements, but this opilon was later
dismissed dus %o certain Iranian iIndustrial shortcomings.

Iran amplified iss "firm intention™ for 200 aircrall

tary Assistance Advisory Sroup (MAAG)

this letter, General Toufanian outlined the specifics of
Zran's request:

——the ":“i:‘s+ purchase™ will ve 160 aircrall
(135 7-16As and 24 7763s) with a logistic support pack-
age and services.

—deliveries So start mid-calendzr 7ear 1970
with a maximum delivery rate of eight alrcralt per monzz,

—a Z6-month initial spares package would ve
‘ required.

——eight souadrons are planned: seven crerational

squadrons with 18 F-78As and 2 F-163s 22ca, and one Combal ;
Crew Training Squadron with 70 F-16As 2nd 70 F-"£3s.

——three main operating btases /MOB) are planned
with three squadrons 2t each of two bases and twoe squad-
at a third bvase.

ons




MS Pre-Planning

Although the Air Force had begun to develop =2
detailed IMS Master Plan early In 1975 to address possivle
taird country 7-16 sales, attention really began fo focus
on this document affer Iran's formal announcement In Mare
"976.

The reason for this attention was a stark incon-
sistency between the existing Master Plan [approved orly by
“he Air Force at that point In time) and “he Iranian »reques?
Sor mid-1979 aircra’t deliveries ‘43%), Because of the
relative immaturity of the ¥-16 and the concommitant risks
involved in bringing third-country participants into the
program Soo early, the Alr Force had recommended July 1G8”
as the earliest dave for IMS In-country deliveries. Thls
date was a dy-product of an AFLC position prediciing =z 42
; month lead time for acquisition of fthe necessary 2ssets o

support the program Through activatiorn at the first in-
country base, It was the Air Force's contention tThas 2
1 nid-"198" date would minimize any possidlie competision Jor
spares, as well as reduce rigks to USATF readiness.
Nevertheless, Iran was Insistent about early

deliveries and lines were quickly c&rzwn on the issue., 4An

Air Force Cffice of <he 3ecresary of Defenge, ns*talla%tions




and Logistics (OSD I&L) meeting on 24 March 975 and a subse-

i3

uent 11 May 1976 CSD,Z&%L memo discussed a plan calling for

#

£

accelerated schedule that would provide <en training 2ir-
crafs to a Jontinental Tnited States [CONUS) wrairning base
veginning in March “979 and Irsnian in-country deliveries
beginning July 71980 (717). 3ut *his program was not Tecom-—
merded oy the Air Force., AFLS argued that early deliveries
raiged real support provlems znd suggested “provadle adverse
impacts on the US/EPG program ~28.." The TAC, while acknow-
ledging <khat the advarced <raining sczeduls was feasible,

was nonetheless nervous abous She surpors issues raised by

> v

AFLC. Moreover, TAC was extremely dusy with I%s own force
modernization program Invclving the introduction of the A-10,
3-15 ané *he F-706.

The debate was not confined to <he MAJCCM level, In

2 memo So the Alr Force's Leputy lhiel of S5%aff, Research
and Development (AF RD) and the Deputy Chief of Staff,

Systems and Logistics (AF LG) on 25 May 1975, Mr. Goxden
Znapp, OSD,Z&L, observed “ha%t <he Iranian program "could
compete with voth USAF arnd Z2G programs for scarce _oglis-
Sical resources" and asked for 2 briefing explzaining "the
rationale That neither the USAF nor =G programs will De

adversely zifected _27.." Indeed, as late as 8 June 975,

shere was no Air Force consensus on <iae Impact of She Shah's

- A gy N
“o tuy I-"8s (44
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Not unexpectedly, Generzl Zynamics was eager o

consummate the sale,

-~

ale o the Century," <he company's marketing sxecutives

[9)]

redicted upwards of 4000 z2ddisionszl aincrz’Y salzs (427,

ke

Zran was important to maintaining thelr sales morentum axnd

tre company's advocacy driefing on this sale s*tressed a

»om ecoromic

Hy

proad spectrum of veneliss rarging {improved

Balance of Payments, Jobs Zor U.S. workers, tax revenues

B

to individuals =znd corporations) to the political ‘no sale
would Jecpardize U.S. influence and leadership Ia the
Persian Gulf) Yo *the strategic {our need to protect oil
regources znd access routes to Zurore, gapan, 228 the TU.S.

Zran's sel’-defense efforis help reduce tThe U.3.'s Irédian

Ocean defanse dburden) 18).
Jeneral Dynzamics sough®t S0 assuesge She concermns of
Secrezary Fnaup In a "5 June leiier which revealed the

company's success—oriented pallcsophy despite The extna-

We recognize crat in the F-16 vprogram, wish the
addition of PZATE ZZBRA, there would be seven basses
activated In six countriss within 2 period of 8
mon hs . . . . We velieve, nowever, tha’ Shis schedule

base acsivation which ;rov;ies a minirum of four
months s0 a maximum of six tetween tase activations
will vdrovide a mere efficlens and cost effective
use oI persornnel and rescurces., Moreover we would
expecs Taas The E2Cs _Zuropean Parsicipating 30un~
e gy s _.,S‘ = :_

trie will develop an early proliciency whict

-

h,

ne
=

—_

Flush with Sheir victory in <She "Amms




k snould ensure success of the four bases In Zurove.
‘ne studiad The probiems whlizh have occurred Iz “he
«—15 orogram and oe"eve thas the esarly recogpition
0F she nz2d for interim consrzcter s“pp :T, ea:-y
1 spares acau;s;d‘o“ aznd zaddisicnal ors equirzment
= -, a

loping in <he

closed wish 2 warming thet
. . anyshirng less %han whe schedu
L“ reh 79, July 8C. will endanger She

ZZBRA, which in Suwn will make much more
:he further sales %o other %hind countriss [4°

Y oz - : o CRNE h ) S <
The final Air Feorce ooslTien, CorT.e S8 WITOL sulDer

r o ) ~

from the Secretary of the ilr Force, was Transmitteld So the

29).

o

JSAF presertation Team., I response O Teguest T7 Tze

Jovermmens 22 ~rzn

_ines of She proposed sale. IZezaded by Lieutenaxt General

-

3r7ce Toe I, Commander of the Alr Force Acguisition

- VT =~ bt = . S ~ T SR N m — .o
Srem ~IFSC, AZLC, the Alr 3taff, and C8D . 37,. Tke Zeam was




given a Terms of Reference by DSAA o gulde their zegosi-

ations. The most Ilmportant of vhese zuldelires Included:
——use of an zpproved briefing scrict,
—1imit quantity offered Lo "cC aircraf:t,
—sale is on a government--o-govermTernt IME basis,
—no0 coproduction.

3., Sovermmernt ursil fthe

e, =
een Zcmop-evTel.

—no program approval by U
Jongressioral Zeview process Zas T

The team journmeyed %S¢ IZran with Two rurposes In mind,
The first was Lo Impress upon “he Iranisrns that their request

& v -1 R 3 “ TTogT Maqym 2 2 ML mm md et
for early delivery made the program "arzique zxnd higkh -isx,

For example, the Team reiterated That The rossidbiliity of lorg
lead Items veing purchased =zxnd Shen vecoming ous-dased Telfore

- ol . - - d oo LT — T2 . & A
She first aircraft came oIf the ““Ouh“ ion line was qur.e

The second in%tention was Lo outline the specifics
0f the program bveing offered. ZIZven *this was Zlavored with
the first concerm. 3efore any particulars were broached, 1%
was again stressed fThat pecause of Iran's early entry iIn%o
the program, many of the ccst Tigures guoted were only
egtimates. Indeed, In meny areas Iirm prices were 1ot even
available Zor The USAY 7F-16 program! With this foundatvion

laid, She team proceeded with The devalls of the offer,




The program propesed Included PEACE ZEERA I arnd

FEACE ZEZRA IZ. 2ZACE ZEBRA T ensured early Iranian Air

in Marca 71979, These aircra’t would ve used initizally To

-

srain TUSAR instructor pilots IF) who in turm would %Srain

the IZTAF and USAF I2s %hat would evertual.ly Zorm *tke
} Iranizn ingtructor pllot cadre Seam. ITZACE IZZBRA I calle
{ ~g

50 aircraft In Iran veginning In July

, 1Q8C at the rate of four alrcralt per month, witkh aporo-
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ZZBRA IIs prices were "egsimzzted". IZlanning % Budgeiary
. data on ZZACE ZZE3RA I were also ineludzd., Tre sozal cost

o LR - ~ T Moy - e NI B
figure brisfed to General Toufsnian was $3.3 billicn.

Zranian displz2asure. This 8$3.8 pillion <osal did not sit

- i < A -5 - A - — e -— - - -
‘ AL, N.T2 JAe T3antang IQ0IN TWO Teascns, FLsT, Toe LIlgare

inivially quoted in U.3. news media had been $3.4+ villion,

but this had been vased on an estimate used in +the advance

2ol o] + ~ L V-] - -a 1 R
no%sification %o Congress. Unfortuna%telyr, the $2.4 Hillion
TIlce za2d Teern TIcLed 1D ey Zhe Iranian TIesSs znG TUoLIl-
. 2 i o\ PPN TR T § = - - = ~ -
cized wilaly, 3ut %he ezl :zauge Jor sh=2 Iraziaxr snger was
o
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a 13 August 1976 letter from CGeneral Dynamics %o General

Toufanian zuoting a 32.7 billion price tag for 3CC 715
aircralt "plus appropriate training, initial spares, and
suppert 5.." The magnitude of the differential was not
lost on Iraz, and General Toufanian was ready with a sharp
mebuttal So the Presentation Team's $3.8 billion figure (6).
Interrupting General Poe's oriefing, General
Toufanian announced that the Shah was not Interested In the
F-16 at the higher oprice, and he launched iIn%to 2 denunci-
sion of several recent U.S. TS programs. Ze deplored *he
support of the F-"4, Spruance and Zawk programs, snd was
generz_ly critical of the USG zttitude “owards consraciors
Sekxing advantage of Iran. He criticized *ke USG for not
tetter controlling con®tractors and for not challenging IS
costs unless a U.S. requirement was involved. General
Toufanian went on %0 say that Iran was tired of being taken
advantage of despite The fact Shas the Shah had a letter
Zrom Fresident Nixor promising Iran military hardware a2t the

same price paid by the U.3., [3).

"

authorized by “he TSG to present F-"3 program axnd sest data,

and Shat he was =2 miliftary professicral and not =zn a2rms

merchant, Then, re painstaxingly outlined the differe

I3
()
U)




cetween The USAT and General Dynamics offers, noting %the
following key differences (37):

——General Dynamics estimates were 2t Sarget costs,
while 20D estimaces were ceiling cosis.

—Gereral Dynamics used Fiscal Tear 1975 dollars,
while DOD quoted "then year" dollars with an average eight
percent Inflation rate.

—D0D estimates included the following which were
absent from the General ITynamics estimates: 26 months of
spares {General Dynamics included initial speres), engi-
neering changes, In-count-y consrachor suppors, provisioning
costs, sustaining sngineering, engine component Zmprovement
crogram, and developmental depot supporT esquipment,

seneral Poe's candor and Zirmness on this issue were crediis
oy team members as defusing the smotionalism and reversing
the G0I's original intentions of turming down the sale.

The team left Iran with 2 "conditional acceptance®
£ the program as triefed. General Toufanian, however, took
a hard lire on costs stipulating that G0I par She same price
as “the UBAX wita no added trofit or agents! fees. Further,

( 2 Shough Iran still maintained they were interested In Z=CC -

aircraft, Shey agreed to defsr that Issue and woul.d present
2 gigned LOI for FEAJE ZZE Z in Cctober., Finally, Genmeral
Joufanian traised The Team for their total syster paczage

approach as well as Thelr forthright and candid orielizgs

on the risks and prices (37).

£
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program as »eing %oo costly for the number of imstrucior
pilots being trained (9), and insvead forwarded a2 modifie
LOI in Qctober 1976 {ippendix B) to provide $47 million in
funding obligation (with a $20 million expenditure limit)
for long lead items in a revamped program. Under this
arrangement, 160 F-16s would be delivered To Iran beginning
In July 198C. These aircraft would be less expensive “han
the earlier aircraft and would be acquired in conjunction
with a revis<d training program to support tTraining two IPs
(one USAF/one IIAF) and six conversion-trained pilots {(two

USAF/four IIAF) by July 198C in preparation for a follow-on

b

training program in Iran. rive IIAF F-196 aircrafs scheduled
for delivery early in 1980 would zugment the CONUS trainirg

base.

congressionz2l Revisw

The Department of State rad informally advised
Congress of the U.3.'s inftertion to offer the F-76 for sa’le
S0 Iran on 27 August 1976 during an appearance telore the
Senate Toreign Relations Committee by Secretary of 3Staie
Henry Xissinger, This nctification was busTtressed with 2
Zetter, dated 27 August, which wen®t to Mr. Ricrhaxd M, Moose
Staff Associate S0 %he Commi:ttee on Foreign Relations [15).

Formal notification of *the Corngress pursuant %o the repor-

~

5ing requirements of Section 757%) ol “he Armws Zxpor®
Control Act TAZCA) Soox vplaze »n  Jecghtamber 7975 (220,
57
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This reporting requirement, the first time it had

been a factor in a major weapon sale since ‘the passage of

The AZCA, was taken guite seriously oy the presentatior and
planning teams. Legal copinions extracted before subsequent
in-country visits reasoned fthat because of these notifica-
tions, the teams could brief tke GCI and present unsigned
LOIs, but under no circumstances could the U.3. governmen®
act upon them until the end of the Congressional Review
i veriod. It was addisionally argued that LCAs could be used
in the presentation briefings, but they must be clearly
marked "DRAFT'™ and could not ve offered for sigrature prior
to the end of the review period, assuming a favorable
Congressional disposition (37). Finally, once in-counsry,

the megtrictions irnherent in the Congressional Xeview period

were thoroughly briefed Lo the Iranians so they understood
the groundrules,
The %thirty-day review period expired on 1 Cchtover

1975 withou®t Congressional oblecsion (70).

Offer and Accevpntance

- 4

Weapons sysvem planning Yeam visit., To assist the IZAT in

1

planning “heir F-16 program, the USAF formed 2 Weapors
3ystems Planning Team in Novemoer 7976, headed by 3Brigadier
General George W. Rutver, Vice Commander of the Air Force

Acgquigition Logistics Bivisicn. IThe Team Included 773

5‘)_4_
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expertise from the Air Staff, AXLC, AFSC, TAC, the MAAG, and
ATC as well as unofficial conftractor participation Zrom
Gereral Dynamics and Pra%tt-Whitney.

Their overall goal was +to Jjointly establish the
necessary planning factors for prevaration of the LOAs. To
do this, the team reviewed lessons learmed from the ZF-14,
-4, F-5 and other Iranian programs as weil as known IIAF
planning factors furnished by the MAAG., With this btasic
understanding, the team spent 4-11 Decembexr 1976 in Iran
cultivating direct counterpart relationships through face-
to-face USAF/IIAF discussions.

The

«t

rip, as descrived later by The MAAG, "was very

fruitful in giving the GOI,ITAF an in-depth review of the

0Q

PEACE ZEBRA program at both the executive and working
levels “30.." Specific planning factors were defined in
the areas of logistical support, develorvment 'acquisition,
training, manpower, arnd program management, IZquipped with
a common vaseline understanding, the wSZT returned home and
the USAF vegan to structure “he ZZACT ZZBRA L0As accoxding

to %She zgreed upon planning factors.

-

Forma® letter of offer and acceptance tresentation. 3y

March 71977, the USAF had constructed z FZACE ZEBRA I0A
round *the planning factors provided by General Ruiter's

v e

A3TT and on 14 Maxrch the new ICAs were presented to General

25




Toufanian by 3rigadier General James Abrazhamson, =15 SPC
Director and nis deputy, Colonel Del Jacobs. 4 *otal of six
I0As were presented based on a GOI regquess <0 serarate alr-
craft and support costs and to identify Tosal oprogram
requirements., While General Toufanian toox “he opportunisy
%0 again Impress that Iran was inverested n a 200 z2ircrafs
purchase plus an acceleratad cdelivery rate of eigat ver
month, he did not reject the LOAs as submitted.

Yet pricing was once again a sore point. when
oriefing the cests in then-year dollars, General
Abrahamson was reminded of the Shan's desire to buy the 776

at the U3A

laf

‘g
3
ct

ogram cost to avoid possible adverse press
coverage about the sale, i.e.,, U.S. gouging Zran on I-16
sale. Iran was also concerned adbout possidblie cost compari-
sons with the Zuropean's "aot to exceed price” of $6.091
million. <Consequently, it was requested that She LOAs dve
rewritien iIn 1975 vase year target dollars using USAF type
factors for spares and support egquipmens. art of IZran's
effors to more closely align witha USAF program cosis was
treir decision Yo reduce spares surport from Z4 So 77
ponths., Ceneral Toufanian also requested Two case dele-
tiong——airgcraft delivery and training fligh%t simulzfors—-—
and further definitions of some of The explianasoIy notes.

The recomputations wers made oy AFSC 737) and on
27 May €77, Major General James I, McIrzermey, 7.,

56
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k- Director of Intermational Programs,’ signed “he revised LOAs
] [ aund

by

or aireraft and support and forwarded “them by courier %o
Iran, The ILOA for 160 aircraft was wvalued at §1,116.7 mnil~
lion in ¥ 75 doilars {$1,688.Q million in %Shen-year

while the suppor LOA--for only 12 months, vice the "7

mentiored above—-was valued at $280C.9 million in IY¥ 75 dol~ t

lars {$392.2 million %Shen-year) (26). i

Given the readaches pricing had caused throughout '
Tae negotiations, General McInermey's transmittal letter was
careful to once again explain the U.3.'s policy in thi
sengitive area:

The USG will use i%ts best efforts Lo stay with-
in the then year prlces 1isted within the aitached
notes %o the ZOAs buf I must —emind Tou the escala-
tion rates used are quite orvtimistic and zeflect
desires of the USG to atiempt to control inflazfion.
Actual experience indicates cont u_ng inflavion as
2 rate more zligned with that depicted on The FEACE
ZEBRA LOAs presented %o you in March of %his year.

Ne 211 hope for She lower rates predicted oy the
0ffice of the 3ecretary of Defanse, nowever the TISAZF
must vay, and In turm charge you, fo" actual costs

On 8 dune 1977, General Toufanian signed *he first Two LQAs
; !See Appendices O and D).
conc usion

This PEACE ZZBRA overview revealed that many cof the

MS management Tools descrived In Chapter 4 were employed

/1
, Formerly Directorate of Military Assistance and
| 3ales,




during these negotiations, Additionally, severzl of the
problem factors selected for study seemed %o maniest
“hemselves amid the complex and sensi%ive negotiasions that
transpired. Jor example, difficulties with iInitial plannin
(the Master Plan debate), Price and Availability da<a
{Iran's concern with pricing), *he consracior (Gereral
Dynamics' August pricing letser), concurrency (the tremen~
dous planning uncertainty), and politics (z2n implicit
central theme throughout) were 211 discussed. The naxt

chapter will pursue these areas by evaluaiing toth %the

utility of the employed marnagement tcools zxd the pervasive-

ness of the selected provlem factors.

z8
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Chapter 4

ANATYSIS AND ASSESSMENT

INTRODUCTION

Thus far this thesis has described in Chapter Z *the
broad phases of the IMS process and some of <he managemernt
tools available to the IMS manager. Then, in Chapter 3, it
recounted the details of the actual PEACE ZEBRA sale a2long
with some of the key problem areas. JAgainst that backdrop,
the emphasis for this chapter shifts to an analysis of the
seven selected problem factors outlined in Chapter 1 as they
impacted the sales negotiations.

The digcussion is divided into two sections. First,
the four factors Materma noted "still warrant cconsideradle
management attention [24:744." will ve addressed. These
include initial planning, early MAJCOM involvement, coordi-
nation subsequent to initial pianning, arnd P&\ data. Then

v

“he three new problem factors added by the authors afler
their initial analysis of the sale will be sxamined. These
addivional provlem factors were: contractor involvement,
weapon system concurrency, and political constraints,

Each factor will bve discussed in the contexs of the

various 3MS phases with the analysis based on the stricture
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interviews with nine xey parftiicipants in %he sa’le as well as

the authors' assessment zzined during *he resezrch effors.

THE MATERNA FACTCRS

“hase; TS Pre-Clanning
sroplem ractor: Initial Zlanning

causing "the most recurring problems”" during the Implemen-—

P

t

tation of a FMS program, he acxnowledged that the Serm was
"somewhat all encompassing [24:745..," This research dis-
covered a similar ambivalence about the Herm which coniribu-

ted %o a divided opinion as to whether or not Initial plan-

(3]
=
o
n
§0

problem in TEACE ZEBRA (See Figure Z). Two
aspects ¢l this stage of development did stand out, however:
the Master Zlan and the quesvion of adeguate IM5 manning in
The Master FPlan as a managemen®t tool drew universal
praise. Al*though meny of the interviewees cautioned against
a verdency to view the Plen as Iimmutable law rather $hen
simply a useful guide, the document was lauded Ifor its
utility as 2 vehicle for Dringing the necessary personnel
into the planning stages eaxly as well as i%ts usefulness as
a common bvaseline and reference point. IFor example, when
rawing up the F-16 Masiter ZPlan, the USAF lookxed at the pro-
duction capadilities of the major ¥-16 contractors, the

80
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§
i contractor vendors, and the suppliers o5l warisus govermmens

furmished items. The availabilisty and scheduling o zon-

-
4

H

ACTOr NG mMI_1TaIy LEnDOWEer, 2IICIeW ZXIC NALNTEenzICe

o

training, spares, and munitions were =1s50 sxaminel 7T,
Given this strong consensus, 3 MasTer >lan aroesrs

nandatory for all new systems naving a JorT

O
)
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I
)
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ial., While such a suggestion seems self-=vijent givan
soday's tremendous IS azctivity, the 183, for examrpl=z,
was withou? such a Flan at the time ol this writing.
Jurthermore, <he Master Plan needs %o exzand its
definitional framework. In %he case of she -5
was justified on the vasis of production capanilizy,

logistical support, and other technical reasons. Zowever,

o

1% was suggested Dy severzl Individuals that tThe criteris

ve expanded vo Incliude "aysTem waturiiy," 2 parsmeser which

addresses the stability and predictabilis

4
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“heoretical criterion and Therelore lessz cuarniifiadble, I35
was stressed that any VS undertzxing corsummated bHefore

some sors of performance Alstory hzad Deen compiled orn tha

= bl

57s5em risxked expensive and often “imes =2mbarrassing errors ?

in subsequent support and Sraining rearrangements.

performance alisSory. I such csses, 17T 1s criticzal “ha%t *he
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: = Lot e wdvised of this so tast ther ZJully
omprelenl Cre uncerTalnty inherens 1n The planning process.
w

zs MasTer Tlan needs To be considered as
2 Iz -2 zcguisiticn process, It must be
iz ozmuicipaslon ol rzvmher “han "in reaction To" possible

zales I 1t Is <o be recoszmized zs 2z useful planning Zcool

zrgued T2t tae lMasver Plan's Importance Is negligible axry-
Zow wihen 1%ts message c3n 2e seemingly Ignored as happened
In TEACE ZEERA. % even 1f overturmed, two significant

venefits accrue to ZThe fact that a Master Zlan was even

drawn up. Iirst, The presentaticn of a coordinated service

Srat will be veneficial during %he latter impl=mentation
stages. Second, the collective effort to identify poten-
5lal problems that Is innerent in She formulation of a
llaster Flan, gives everyone invoived an eaxrly staxs onr the
Inportant tasx of problem resolusion.

This suggestion of early IS planning ralses ke
second issue of manpower., A& concerm voiced by she

and seconded by many o*hers was the 4ifficulsy She EFC zad

In getting ZMS manpower assigned, particularly early on when

("

H
tJ
'g.l
‘g
&

<he Iimportant work was Deing done on the Maste

H

equests, esc. ot until FMS funds are approrrizated can

zenpower authorizations even be justified, and <zen zactual
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personnel %o Fill +the slots are still lead time away.

o ——

Further compounding the problem 2re Jongressionally-imposed

f marpower cellings for ICD perscrnel +thas Include veople wh
| work on securifty assisitance programs

SFO IMS menning needs %o be increased. NS are nos
an averration, but razther a consisternt tkeme In ocur

policy and trhe Air Force should plan accordingly. The Z-"2

It is recogrized that only lipiteld mennower exists
S0 deal with all of *the Alr Force's xnission ~esponsidilities

and that IS xmanpower reguirements must compete with these

other neseds. Some reiief nas been forthcoming, dut these
2dditional. manpower spaces nave generally Desan at the expense
of other U.3. programs (&7).

A long-term solution Is So continue »ressing for
legislati7e relisf Zrom established stasutory marpower
ceilings for marpower dedicated So FMS. 2Zut skhort-mxn
options must 21350 te explored. Cme suggestion was %o pulld
2 specific lead %ime into every sale which allows for ikl
personnal acquisition delay vefore work on a sale could

actually begin., It is doubtful, however, that the customer

Arno~zer possiblility mizh dYe %o vTosiftion sufficient XS

4
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“he Fresentvation Team. Yo one perceived

snce as all-inclusive guidelines, dut

ct

ney did see such a2

document 2s 2 means for reguiring SThe policymakers Lo sut-

Zine 3 Zormal position on the sale. A Zommal Terms of

Relsrence, 1T was argued, would fix some

ili%7 a3t fthe level where such decisiors

of <hat responsi-

. I e
N2ITS 2ACTUIR LY

—— o - .
Thase:r CIZ2x Sevrelovpmerns
= 4 — i = 4 o - - T AT T
TO0_.2WM -JACTOT:  LOO0DQAIMNAaTLOn Sutsequent So nisizl
slannirz

sZatus 2f “his predlem Sacsor as Jollows:

. . . Tollowing %kZe initlal planning of a sale,
ccoxdinasion tetwesn and within commands ztpears %o
T2 a relzsively lzvoriant Drodlem. Zue o The com-
D_exXity ol major weapon s7sTexm vackage sales, 1T Is
2s3ertia’ Shas she resgpectiTe IMS responsidilisies
De clearly identified Zuring “She inisial planning
cf =2 salz, and properiy verlormed arnd shoroughly
coordinatad during the prevparasion of she CIifer
ard Acceplance 4745427,

—_— - =TT
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utilization of the Weapon System

1y

(=

anning Team concevt.
Zstablished subsequent to General Zce's Zresentation Teanm
visit In 3September 1G75, The WSFPT was charged with arriviag
at agreed-upon planning factors with the Iranian Air Force,
General Rutter's team had representatives Zrocm all the

major TEACE ZEBRA participants (Air Staff, AF¥SC, AFLC, TAC)

including She contractor (Gensral Dymamics). Thus, Just as

e

with General Zoe's Fresentation Team, the structure of Tre

group fostered the proper cross-Iersilization.
TAC was able to stay on top of the different trainin
schemes because its representative vo She W3ZD was Involved
first-hand in the negotviations. ASLC was z2tle Zo better
clarify +the supportability iIssue for the same reason.

The centralization versus decentrzliizatior Issue was
oroached in the context of The wS2T. Again, wizhout rassing
Judgement on the veracity of the percepuion, 1t 1s argued

WSPD Tisis

follow-on questions which arose after each team —visi-=,
Yorecver, b7y anticipating prodvlems, The Miii was able SO

- et e = ) - ~ 2 2t
CETUEer preypare Toe VISLULIE Teams IoI W2 13sues nlgnT o€
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2ised, as was ‘the case with the Genera: Dynamics' pricing
letter.
Tet tThe trend, tegur with %he Arms Zxport Conftrol

1676, is away Irom the MAAGs and toward a much smaller
Office of Defense Cooperation (ODC). It is decubtful an ODC
could carry the weight of a major arms sale snd the demise

of ©che MAAGs must De viewed with a certain amount of concern

in the context of major system foreign milifary sales.

“hases: OF

er Develonmment and Off2» gxnd Accevsance
-Too. 20 Tor: EW Lat

-Tice and av

This correlates with Materma's Jindings, although re found
“he lezd %iIme Issue 0 dbe the Intraciatle cne while This was
not the case in *re Iranian sale [Z4:745), During TEACE
ZEBRA, the recommended thirty days lead Time seemed

prevail and hence caused no significant prodlems accoxding
50 Those inserviewed. JNonetheless, two otaer faceis of
%) process——pricing and data avalladility and religpili

WeIe major concerms.

Sricing., The most dominant charzacteristic of $he FEACE

2Z3RA nego%iztions was difficulty in pricing. TFrom She
AGm

zenera’ Dynamics' l2tTer In August 276 “hrough the

50

-




rejection by Iran of the final WSZT presentation of %he IOAs
in March 1977, the planning for Iran's 7“0 F-16s was mired
down in confliicting and often politically-motivated pricing
proposals. In defense of the participants, some of the
confusion was directly attributable to the tremendous built-
in complexity of the F-15 program. TFor example, %the U.3.

program was priced in 1975 dollars. This was also True for

vhe ZZG countries, but with the added twist of a $£.091

T

pillion nov~to-exceed price. Meanwhile, General Dyramics

was gquoting 1975 dollars, at farget costs, while the IOD

couched i1ts prices in *hen-year dollars with estimates of

ceilirg costs.

Overlaying this entire picture, according %o these
involved in the negotiations, was the Stah's insistence %tkhas
he notv pay anymore than the EFG countries, Ee was partic—

ularly concerned that 1t not apypear to others That ke wes

being "gouged™ by the Americans. But this psrception was

ficuly o avoid given the various ard confliciing meszns
»f pricing. So the Shah constanily sought new pricing
profiles So reflect the lowest per unis cost for kis zublic
relations purposes. This was the primary reason Irsxn
rejected the proposed LJOAs in March which led So a dowawand

revision in the support pacxzage %o "2 months (originally was

26 months), theredy lowering *he all-imporsant per unis

L R Ry - . P -

e o ——————




Iran was not the only nazty

motivations. RBoth the U.S. and the

vear dollars Yo keep The figures as
not to alarm their respect

The not-to-exceed

the F-16 program through the morse

Iuropean countries. The contraciox!
year dollars and target prices, acco

ice was an additional plo7y

guilty of polisical

19

75

low as possible so =s

Z2G had priced in

ive Congresses and Zarlisments.

-

"0 nelp ease

s motivraticn for 1975
~ding To several in%ter-

viewees, was a salesman's approaci o mexe the program as

attractive as possidle Lo pos

DOD's philosophy was to deal in then-jear,

give the Iranians az Teister id

She aircrafs

a7 Wwaen

Against this bvackground

consistent DOllcy sSesms necessary.

recomnendad *zait policy De esvablish

system, or country-o7-country oasis.

-

or

| X

N i
Slexivilis

4

ne many 4iff

T e
rezlllies.

custcmer country domeszic

Y

{3

ot

oun

O

vhat compounded % coniusion.

were delivered in

erences

Ty arrangements, and the inevis

1QsT.
omp4~Ting motivations, a
Cr.e school of thougks
€€ on 2 system-0F-
This would allow
in 2rms mexchandise =nd

Zowever, as was

xperienced In PEACE ZZBRA, 13 1z exactly Shese different

able comparisons mace,

The moss plausible solution appears %o be a stan-

daxd policy for all customers with prices gsased in currernt
7ear dollars. The pricing figures would Te providsed in 2
=4

71
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vacxage format, Including separate statemenvts for the fly-
away aircraft, as well as '"probable" escalation rates and
supportability costs. ZIhrased in current Fyear dollars, the
T%A data would be more understandadble during the negotia-
tions and, critically, would be auditaple. On *he debit
side, such an arrangement could foster that {mis) percertion
of price gouging when payment decame due at a cost well
above The stated ILOA prices Decause of escalation, etc.

lend itself *o facile solutiors =znd, =s

with zhe IMS manning issue, warrants Jurther study.

-1 -2 - -~ —~y= e fu = <
Availadilits weliabilis—, Accompanyizg “he question of
oricing pariiculars are The Twin problems oI zvallatility

and relizabilify of Z%A dava, arsticularlzy on new sysieas.
Procurement, oroduction, sxnd sSupzort C0sSTs orn suisting
sysvems can usually Se determined Irom zlissoriczsl recoxds,
_t-ough the actual avallabilisy of she i-ewms mary Te =2

has beer noted elsewhere In 3his thesis, during she eaxly
svages the configuration is still unstable and Z&y data may
be provided for equipment that will never even appear on The
opexatlonal 37sten.

There is no way around Shals when “he decision has




in its operatiomal life, Yet the risk and uncertainiy
inherent in such a sale must be continually reirnforced %o
the prospective buyer.. That appears o have been done well
‘ during the 2EACD ZE3RA negotiations, but it Is a point
future Seams must bear in mind.

Intertwined with both She pricing and availability
issues is the tasic gquestion of data reliabilisy. I%f was
noted iz the discussion on Z&A zvailability +that it is
! often questionable whether ox notv the data even exist, yet
Tigures are somehow always derived. Thus the gquestion
becomes how best To do this wery difficult and sudbjective

tasx.

Juring the TEACE ZzBRA negotiations, the T&d

gathering effort was orchestrated by the Direciorate of

nternational rrograms at the Air Staff and involved AFLC

-

primarily Ogden ALC and the AFAID), AFSC (i.e., the 776

N

SP0), TAC, and General Dymemics. Through a series of
meetings neld av either the Pentagon, the 5I0C, or The ALC—-
chaired by Air Staff representatives—-the data were sifted
‘ and consolidated and finally submitted to the Directorate
of Intermational Programs Ior Inciusion irn The droposed
Lester of Cifer. Not everyone appears %o have dbeen satis-
f£ied with Shat arrangement, however, andé positions once

again hardensd around the centralization versus decentra-

~

lization Issue., 3pecifically, she 2PC and AZLC




representatives argued for the lead commend approacz wihere

the independent P&A efforts of the varticipating commards
d

mens, the field coordinzation necessary <o prepare She Letter
of Offer would De accomplished at MAJICM level where
ata were actually collected and prevared. This, trhey
argued, was consistent with Tthe principle of placing
authority where the ultimate Implementing responsidilisy la7.
it was alleged, for instance, that data submiitted from the
SP0 %o the Directorate of International Zrograms wsre revised
before they went into %he Letter of Cffer withou®t consuliing
back with The SO on the ckhangss.

The Air Staff held a different viewpoint., Their
caief objection was that the MASCCMs lacked “he proper
"nacro™ perspectilve necessary for this task., ITurthermore,
Saney feared that disagreements between She lezd ard partici-

. vating commands would cause cocrdination prodlems and other

: $ o M 3 = - & M N K
inefficiercies. as to the sanctity of “he zumbers, Alx

Staff representatives countered trhat changes were mainly <o
it the ICA format and any revisions were alwars upward.
whether for philosopnical, Jurisdiciional, or {
Machiavelliean reascns, shese differing systems' perspec-
Sires of the wvarious organizasioral eslements are Troubling.
The authors suggess 2 compromise position., There is cone-

sideratle qmexit In the observation thadt only the Air Stalf

wa
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.

s the appropriate "macro" perspective Zor 2n z2rms sale.

-~ s -

colocated in Washington D.C. with the major ZMS policymakin

3
o

organizZations, the Air 3tefr Iis more atiuned ¢ *tLe polizi-
cal realities of rarticular sale, Yet, Shis "macro
perspective on the total arms sale does rotv necessarily

correlate Yo the more specific problem oF &\ data. Iz

oricing, availability, and reliabilisy tracdeoifs. 2Ry decen-

0

Sralizing The process to *this level, I3 i1s anticipated Shat
The preparation of P&\ data would improve.
Finally, even if the lead command approach is
Instituted, more astention needs to be given Toward assurizg
Detter communications among the principa’s., The allegation
of revising &4 inputs is a case In point. Despite denlials
oy several Air Svafl represeniatives, 1t was learmed shat

some Ifigures were changed without zoordiraiion with “he
originators., That they were revised 1s znot variticularly
“roublesome since L0A format reguiremenss sometimes neces-

sitated differing aggregations or separaiions of the

A

'Cthers apparsently share this feel;ng. Or 29 Novem—
ber 7973 a Program Management D;rectlve (2D, was issued
calling for 2 ome—year *est of %he lead commexné concept (38)

75
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submitved figures. IZven "upward" revisions might te

expected given the Itremendous uncertainty of the »rogram

3ut doing so wizhoubt ccordinasion or sxplarnatiocn o th

criginajors seems inconsistent witkh The need For teamwork

and, iIn hiwndsight, probably contrivbused %

[0}

surrounding the centralization,decentralization issue.

ADDITICNAL FRO3L=M FACTCRS

As was noted in Crhapter 1, initisl research of

ty

LACE ZZBRA story led $o the inclusion of contracior

involwvemens, concurrency, and political corstraints =s
problem Zactors regquiring addifticnal study. is these
factors are typically prevalent throughout the EFMS pre

shey will Ye examined without regard to the IMS phases

the opinions

vhe reader s urged to remember that they can impact ezch

prase in some fashion,

2 <.
I vae It

“ndeed, IOl nolicy svates thas
Jo the exsent practica®vle, the Departmens of
Defense will assgisw J.5. industry In mazing sales
directly %o foreign govermmenss. Ielasionshivs
with industzy will be forthrighit, factuzl, ard
will avoid all conmno*ation of favoritism _5Z2:327.

-

2ut She probadbilities of indussry-so-Loreism govrermzment

ousiness as an advocate, Ttut as an implsmentor.
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She Arms Zxpors Jontrol AcT of 1976 reguired that sales of

V)
d
I J
O
}7 4
[
n
V]
B
o]
0]
(2]

mrices Sotaling 525 million or more, or

by

defernse ecuinmen® of $§7 million ox more, be submisted %o
Congress Zor apoproval {(48). These dollar ceilings effsc—

tiveiy removed most major wezpon S

3
)]
of
]
2
§
®
10)]

.
13
Q
=]
3

o
0]
1

try's grasp.

The second reason iInvolwves an Important distincsion
peiween DOD sponsored sales and Industry sales——support.
When the DCD managss =2 sale, 1% delivers a2 fully supporsable
systTem whereas The coniracior is primarily concermed wiith
She airframe 2lone. There Is a parallel situation with
rices zuoted b7 she U.3. govermment Iin an ILCA

cover a complete weapon system vackxage Including supnors.

Sontractors, on The ovher nand, conservatively estimate

P . PR b . - _ A o N SN R
~he Swo quoted Zaselines, grow sxzepsical of the Inbegriso

and good intenilons ol Ths U3G.
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varticipation, but more responsible involvement. Once
contractors appreciate the importance of realistic and
comprehensive estimates as well as the counterproductiveness
of premature prices and availabilities, then they can ful-

£ill their necessary role in FMS negotiations.3

Problem Factor: Weavon System Concurrency

Acknowledged by every one of our interviewees as a
problem factor (Figure 3 ), the concurrency issue permeated
this entire sale. TFrom the very outset, the Air Force
position reflected a concern that the repid initial intro-
duction of the F-16 at eight bases in six countries in 24
months carried with it high levels of risk and uncertainty.
The concurrency problem was especlally acute in the logis-
ties area since the program was to be carried out with no
ouffer stock, no support base and preciously iittle opera-
tional experience., The comparison drawn in Chapter 1 between
the F-4 and ¥-16 demonstrated the point wvividly.

The implications of concurrency were constantly put
before the Iranians by the MALG and every visiting team.
Spares, support equipment, and training were all highlighted

as especially sensitive to the early nature of the progranm.

3It should ve pointed out that all interviewees had
high praise for the constructive role of the contractor
after the lessons learned from the General Dynamics' letter.
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Ironically, it appears it was members in the U.S.
community who did not fully appreciate the difficulties,

The Master Plan was an example. The Air Force's conserv-
ative stance on early aircraft deliveries was based on a
42-month leadtime for spares as well as an intuitive concern
for the concurrency of the F-15 program. And while the Plan
may have been overturned for essentially political reasons,
an interesting consensus among the people interviewed was
discovered: no one outside the logistvics community believed
the #42-month figure. They all felt it was unduly pessi-~
mistic., Tet the AVLC representatives interviewed acknow-
ledged that even with the management efforts undertaken,

the 42-month figure would have proven too short and the USG
could have been embarrassed vy the shortfall.

In President Carter's 19 May 1977 statement on
Conventional Arms Transfer Policy, he stated that " . . .
any commitment for sale or coproduction of [advanced weapon
systems] 1s prohibited until they are operationally deployed
with U.S. forces . . . [7.." Although the President was
trying to remove the incentive To promote foreign sales in
order to lower DOD unit costs, ais policy is also =pplicabie
to the concurrency problem. System maturity needs to de
attained if we are to reduce the uncertainty innerent in FMS
negotiations. Only then will the data record be sufficiently
comprehensive to allow realistic P&\ computations znd support

planning,
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Still, the political realities of FMS which often

override planning guidance cannot be ignored. For example,
sales of advanced new systems to Saudi Arabia would violate
this need for system maturity, yet few would argue the
wisdom of such a sale, especially after Iran's recent
upheavals. So while counseling against the sale of newly-
developed weapon systems, the DOD must recognize the high
provability that such sales will still occur and put
special emphasis in the initial plamning stages of a weapon
system on the reguirement for better planning and pricing

techniques for IMS.

Problem Factor: Political Constraints

That politics are inherent in an H3 was strongly
reenforced by PEACE ZEBRA and by those interviewed (Figure
3). Literally every major aspect of this sale was, in some
part, driven by a political factor. At the macro level,
the U.S. willingness %o sell F-16s to Iran was a political
decision postulated on the U.S.'s strategic security
interests in the Persian Gulf as well as ‘he importance of
Iranian oil supplies and given further impetus by ZPresidert
Nixon's 1972 decision %o sell Iran virtually any conven-
tional weapon it wented (23:28).

These political mandates also drove more mundane
problems. The Air Force's request for later aircraft
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deliveries fell prey to the politics of the case. 3Simi-
larly, the Iranisns exerted tremendous leverage throughout
the negotiations—-changing groundrules, demanding different
pricing schemes——because of their politically strong
bargaining position.

The existence of the political factor is not
startling; it has been consistently pointed out %that the
bOD only responds to the policy outlined by the leadership
in Congress, State Department, and the White House. 3But
the performance of the DOD in dealing with this factor was
instructive. Rather than submitting quietly to the pres-
sures for early aircraft deliveries, the Air Force defended
its concerns in a professional and forthright manner, That
is how it should be, The DOD must not shy away from the
obligation to provide a factual and comprenensive analysis
of each potential arms sale to those who decide the merits

of a sale. The IS decision process requires that input.
SUMMARY

In review, this chapter has used the results of the
nine structured interviews as the basis for an examination
of the provlem factors selected for study by the authors.
Figure 4 summarizes the complete results of the interviews

on a histogram. AdAs depicted, the PEACE ZEBRA sale con-

tained all of the problem factors selected for study, dut
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only the areas of initial planning, pricing, contractor
involvement, concurrency, and political constraints were
cited by a majority of those interviewed as problems.

It is recognized that one must be careful in atiemp-
ting to generalize from one particular FMS case to another,
Fach has its own subtleties, especially in the political
context, that sess it apart. Still, some key items mani-
fested themselves during the Iranian sale negotiatiors which
should interest future researchers as well as DOD personnel
involved in subsequent IMS. Am.ng those items of interest
are the Master Plan, S manning, pricing arrangements,
Terms of Heference, the Fresentation Team approach, and the
lead command concept. Zach of these merits special atten-
tion in future FMS planning and it is the conclusions and
recommendations on these matters that form the twin focil

of Chapter 5.
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Chapter 5

SUMMARY , CONCLUSICNS, RECOMMENDATIONS

SUMMARY

This final chapter begins with = summary of the
impetus behind the research effort, the methodology
employed, and the three variables—-IS phases, management
tools, and problem factors——upon which the study was tased.
Nex:, the conclusions of the thesis are discussed by an
examination of the four research questions. The final
section of the chapter outlines the recommendations of the
study, provides suggestions for Zurther study, snd

reinforces the accompliskment of the research objectives.

Impetus for Study

The goal of this thesis was to add to the RIS body
of xnowledge by studying a specific arms sale, analyzing it
through the use of seiected problem factors associated with
the preparation of the LOA, and finally, extrapolating any
recommendations that might prove useful for future arms
sale practitioners., The sale was the 1977 arms transfer
of 160 F-16s to Iran, code named PEACE ZEBRA. Although

since cancelled by the post-Shah revolutionary government,
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the validity of this purchase as a topic for study has not
diminished since the Zocus of the research centered on the
operating assumptions of the LOA negotiations znd rot on the
merits/demerits of the sale itself.

The combination of three factors made PEACE ZERRA
an attractive area for study. First, it was the next major
weapons sale to follow an exploratory thesis done by Materra
in 1976 in which four specific problem factors associated
with the LOA process were highlighted., The Iranian sale
offered an opporturity to wvalidate these factors in a
specific case environment. Second, the inclusion of the
F-15 added an interesting slant to tThe study. 4As America's
newest fighter system and already possessed of an ambitious
MS dimension through the EXG consortium agreement, the F-15

offered a tremendous managemen® challenge to the Air IForce!

)]

acquisition community even pefore the Iranian developments.
With Iran's purchase, the F-16 program posed what one senior

3

official called "unprecedented" challenges (37:71). Finally

“-v 9

the involvement of Iran, with its major geo-political impor-

tance and its economic status as the largest buyer of FMS
rom the USG, injected an element of national security

significance into the sale.

Research Methodnlogy

This researcn was conducied in two phases. Tre
inisial stage consisted of 2 documentary searsh and
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review which laid the essential foundation for the study.
This was basically a literature survey of the gualitative
information available in the F-16 SPO, AFLC's Intermational
Logistics Center, and the Air Staff's Directorate of Inter-
national Programs. The second stage consisted of a series
of interviews with nir. key individuals representing the

: primary U.S. organizational elements involived in The sale
(Air Staff, F~-16 SPO, and Air Force Logistics Command ).
Conducted on a non-attrivution basis, the opinions gained
here were evaluated and synthesized with the documentary
evidence initially collected to form this study's analysis,

conclusions, and recommendations.

MMS Zhases, Management Tools, and Problem Factors

What resulted from this research was a study cf the

DPEACE ZEBRA sale built around three relzited variables.
Chapter 2 establishes the context of the sale by introducinrg

the first wvariable--the seven vhases of an FMS. As depicte

in Figure 1, page 27, these phases began with IMS ZPre-
Planning and ran through sale Closure. This study, because
it was concerned only with the negotiations leading ur To

the signing of the first two LCAs, dealt with the following

phases: IMS Pre-Flanning, Pre~LOA Activity, Offer Devel-

opment, Congressional Review, and Oflfer and Acceptance.
Chapter 2 also discussed The second wariadble, a

series of managemens “ools availadble To IS officials.
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These included the IMS Master Plan, the team concept, %he
Letter of Intent, the lead command concept, and the LOA
itself, As described in Chapter 3, each of these %tools was
employed during the IPEACE ZEBRA negotiations.

The final variable was a series of voroblem factors

around which the analysis in Chepter 4 was developed. A%
the outset of the research effort, only the four factors
outlined by Maverna were chosen for study. These were

initial planning, early MAJCOM involvement, coordination

]
3

ce

[

subsequent To initial plamning, and lead Ttime for »r
availability data. 3But during the initial documentary seaxrca
and review, three additional factors were discovered and
added for study: contractor involvement, program concur-—

rency, and political constraints.

CONCLUSIONS

Research suession F

o

What was %the historical backxground c¢f ZEACE ZEBRA?
This g ol wa wered T xamiration of i
This guesvion S answere 7 an examixzation ol The

dual importance o the 776 and Iran to this arms *transfer,

taf

or the F-16, the critical point was She tremendous concur-
rency of the program, a concern compounded by the relative
immaturity of the airecraft design. Not onlyr were Air Force
planners concerned with the rapid drogram buildup that
included basing a5 eight differens lcocations in six

G0




countries in 24 months (37), bub they z2lso zad %o conterd
with the problems of early configuration instadility and
She resulting Implications for logisticsl suppors.

Iran was discussed In tTerms of tThe three importans
aspects of any MIS sale: political, military, and economic,
Politically, America's close relationship %o Iran was
sxamined, bheginning with the initial support suppliszd Tre

o

Shah that allowed him to gain power through Presice

3
ot

Nixon's unilaterzl zssurance that Iran could buy whatever

j0)

conventional weapons it needed,

Militarily, the policy of supplying zrms %Yo Iran

was deemed important for several reasons. Iran had 2
critical strategic location as buffer tween th let
it 1 strateg locatio s buffer between the Sov

Union and wvaluable Mideast oil. Also, b7 strengthening

Iran, it was possidble to employ tae Nixorn Doctrine %o

-

maintain a friendly, stabilizing force in the Mideast.

e

Economically, oil was the zll-imporvant factor,

-

U.s.

out 2lso included in The arguments for sale were Tthe

B

balance of paymenis deficit, aand a2 sizeabl

[

economic
investment by the U.3. private secsox.

All three of these characieristics comtined to give
Iran substantial negotiating leverage, a leverage they were

quicx to use.
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o

with a certain amount of overlsp detween “he
C

-

was highlighted by The

the Air Force's position on mid-1987 zircrals deliveries weas

oversummed fc¢c» a more accelsrated scheduls [July “C8D;.

=
a3
)
[

ext phases, Zre-L0A Activity =2nd 0ffer Deve

ically low pricirzg figures sudbmitted o <ze IZranian goverm—

ment ty Gereral Dyramics. Subssquent fo “he Tezm's wisizT,

witaout Jorngressional c¢opjection and Tthe Cifer and iccepvance




two LOAs to te returned to Iran for approval in May 1977

and signed the following month.

Research Question #3

Were the four major problem factors identified b7
Materna present during the implementation of the PEACE ZZBRA
LCA? Were any others present?

From the sftructured interviews, it became apparent
that FEACE ZEBRA contained all seven of the provlem factors
selected for study--the four Materna factors z2s well as the
three added by the authors--to some extent, dbut only *the

reas of initial piann;no, pricing, contractor involvement,
concurrency, and ool tical constraints were cited by a
majority of those int e“v*ewed as problems (See Figure &4
vage 85,. The resul%s of those interviews are discussed

below o7 dprobliem factor.

2. olanning during The nrevaration of the LCA. Although

some Iwl=ial planmning was done for the FEACE ZZBRA s with
~“he drawing up o an M8 Master Plan, most interviewses
agreed <hat initial planning during the IMS Pre-Flanning
phase remained a problem for several reasons. ZIFirst, the
Flan was not initiated until after the Iranians had expres-

sed an interest in the sale, a reactive posture unconducive

to proper initial plamning. Further, the 5370 was not manned

for planning third-country ZMS sales. Next, the Tlan was
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based on lead times and slighted the consideration of system
maturity. And, as was roted, the 42-month lead time sug-
gested by AZLC to ensure proper logistical support lacked
acceptability among the PRACE ZZBRA plamners who felt it was
unduly pessimistic. Finally, veginning with this area of
initial plamning and persisting throughout the sale was the
sensitive issue of centralization versus decentralization,

- with the Air Staff and operational units (AFSC, AFLC) dif-
fering on the approvriate allocation of decision-makXing

authority.

Zarly MAJCOM involvement during the vlanning and

coordination of a sale. While the interviewees split

evenly on this factor, in the authors' assessment most of

the data collected pointed toward this not being 2 problem

in eivher the IS Pre-rFlanning or Pre-LOA Activity phases.
Minor coordination problems existed, but the Presentavion
Team and Weapon System Planning Teams were useful vehnicles

in involving the pertinen®t MAJCCMs in the sale.

Coordination during the prevaration of the offer and

acceptance subseguent to the initial planning of a sale.

Both the documentary evidence and the experts interviewed
strongly agree that this area was not a problem. Again the
team approach smployed during the Offer Development phase
helped solve most of the coordination prodlsums.

o4

ittt seadiibiibtssinm. .




Lead time for the determination of accurate P&A data., There

was general agreement that the lead time was not a problem

in the PEACE ZEBRA sale. EHowever, the accuracy and
reliability/availability of the P&A data during both the
Offer Development and Offer and Acceptance phases was seen
as a significant problem by seven of the nine interviewed.

The reasons cited included confusion over pricing resulting

from a maze of target, ceiling, and not to exceed (NTE)
prices couched in base year, current year, and “hen-year
dolliars. 4Also, many times system immaturity made estimates
very "soft" since the dz*a needed %o make accurate estimates
were not available. Finally, Air Staff changes to P&4 data
without coordination with the MAJCOM originators contributed
to the emotionalism of the centralization/decentralization

issue.

Contractor involvement during the FMS »rocess. 3By a 7-2

margin, contracvor involvement was selected as a problem

factor during the Pre-~L0A Activity and Offer Development

phases, In fact, the documents and most interviewees
agreed that the unilateral pricing actions by General
Dynamics almost aborted the sale of F-16s to Iran. Cpinions

varied on the motivations for these actions, however. Some

rgued trat a2 lack of S sales experience oy General
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Dynamics, including a failure to understand the role of
adequate logistical support in MMS govermment-to-govermment
sales, led to their pricing letter. Others claimed the
contractor's actions stemmed directly from a profit-motivated
desire to maximize sales however possible., Whatever the
reasons, the unfortunate pricing contradictions between %he

contractor and USG estimates were extremely embarrassing.

Weapon system concurrency. All interviewees confirmed that

this was a definite problem factor which permeated each
vhase of the PEACE ZEBRA sale. Because of the exception

to the S Master Plan allowing accelerated aircraft
deliveries, extraordinary management attention was necessary
to keep the entire Iranian program on schedule., As a result
of this concurrency, pricing was not as accurate as possible
since many items were still in development. The »isks of
price increases, production delays and parts obsolescence
were also greatly increased. Concurrency similarly meant
problems with training and support of the weapon system.

FJor example, gqualified technicians could not be trained
early enough because some repalr facilities and equipment

were not available until late in the program.

Political constraints. This was another factor which

pervaded each phase of PEACE ZEBRA and the interviewees
again agreed ssrongly that this was a problem. The marny
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groundrule changes initiated by Iran, the change *o the

Master Plan and the negotiation disadvantage induced vy

Presiden’t Nixon's arms transfer promise all impacted aeavily

on managerial planning,

Research Guestion #t

Extrapolating from the PEACE ZEBRA experience, can
any recommendations be made that will assist future IS
practitioners?

Since this thesis only investigated one arms trans-
fer, any extrapolations %o future sales must be approached
cautiously. 7Yet it is the authors' contention that there
were some lessons learned from PEACE ZEBRA that can be
applied to future sales. That every IS sale is different
with its own unique problems and management responses does
not necessarily invalidate observations and recommendations
that are tied to the standard FMS phases and management
tools. Xor whatever the unigueness of a particular sale,
the regquirements of the U.3. IMS process susure that the
general outline of the IMS phases will be followed. IV is
with this belief that the recommendations in +the next
section, drawn from the FEATE ZEBRA experience, are offered

to future IS managers.
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RECOMMENDATIONS

As stated at the outset of Chapter 5, this section
offers two types of recommendations. The initial set of
recommendations are those that grew out of the examination
of the seven problem factors as they appiied o TEACE ZEBRA,
They are presented according to the FMS phase(s) to which
they pertain, with the last three applicable to all phases,
This discussion will be followed by suggestions for addi-
tional research. The chapter concludes with a look at the

overall research objectives and an epilogue.

IMS Pre-Planning

To help initial planning of IMS cases, two recom—

mendations are offered. ZFirst, the early drawing up of an
S Master Flan should be made mandatory for any new system
having a foreign sale potential. This Master Plan szould be
vaged on system maturity as well as support lead times, but
also must include enough flexibility to cope with sales
early in “he weapon system's acguisition c¢ycle. The second
suggestion is to improve manning at both the 3P0s and the
MAJCOMs to better handle the important requirements for
initial planning and coordination., It is recognized that

final resolution of this issue will probat.iy reguire

Congressional manpower ceiling relief, but skort of that,
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the iInvolved organizations should be prepared to divert

authorizations from existing resources if necessary.

IMS Pre-Planning and Pre-I0OA Activity

Although early MAJCOM involvement was not much of

a problem in this sale, MAJCOMs should be encouraged to get
involved earlier in the planning of IMS, particularly with
the Master Plan. Xarlier irvolvement would promote earlier

problem identification and, hopefully, problem resclution.

Additionally, the Presentation Teams and the WSPT should
continue to be employed. Their contributions to the reso-
lution of coordination problems would be hard to overesti-
mate. It is also important that these teams be made up of
knowledgeable individuals from the IMS participating
agencies, including the contractor. Finally, given the
current consolidation of decision-making authority at the
Alr Staff, these teams need more policy guidance for “heir
in-country briefings ard Terms of References should te

provided.

‘ Cffer Develooment

Coordination subsegquent %o initial planning was not

a problem dvue mainly %o the successes of the WSPI. Again

it is recommended that these teams be used whenever possible.




Qffer Develovment and Offer and Accenteounce

The collection and presentaiion of Z&i data were a
perplexing issue in PRACE ZEBRA, and are areas ripe for
improvement. A consistent, universal policy on pricing is
urged to avoid the confusing oproblems of base year, now
year, and then year pricing proposals. 4 standard policy
requiring current year dollars would make this process more
comprerensible and auditable for all parties. Data avail-
ability will always be a problem when dealing with new
systems and it is iIncumbent on negotiating teams to clearly
and honestly reinforce the risk and uncertainty inherent in
any P&A figures provided. The various PEACE ZEBRA teams
were particularly effective here. Finally, given the prob-
lems with pricing and data availability, steps must be

taken to maximize data reliability. The lead command con-

cept is recommended as a vehicle for meking these improve-
ments., 3y decentralizing the data gathering process To the
MAJCCM level, the agencies with the ultimate program respon-
sibility and the better familliarity with the data will be
the ones making the necessary pricing, availability, and

reliability tradeoffs.

rRecommendations Invoiving All Phases

To alleviate future problems with <he contractor,

.

“here must be 2 closer cooperation established with hin
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during the entire S cycle to smphasize the importance of
responsible contractor participation. Further, even Though
he does not become legally ovligated to supply the items
and services at the time and price specified in the LOA,
the contractor must bve urged to adhere to those schedules
and prices, Quoting less than realistic prices hoping to
make a sale, and *hen charging the customer later for the
cost overruns will only de counter-productive in the long
mn,

The concurrency problem 1s a complex one. While

President Carter's 19 May 1977 policy statement recommended
selling only mature weapon systems, The recent negotiations
with Israel on the sale of F-16s indicates such a2 policy
night not always be practical, Thus, SPOs must be prepared
<0 support sales early in the development of their weapon
system by increasing the emphasis on the ¥MS dimension.

The constraints imposed by voiitical decisions

must ve understood, even thougr they can never be removed.
Proper planning might defuse many serious management proo-
lems. In addition, even though the implementor and not
the policy-maker in ZMS sales, the USAF can influence
decisions wish professional and candid inputs %o the
decision process. 3By ensuring that the USAZF position is
presenced witn full justification, valuable Time and

resources needed to get the job done may be gained. AL a
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minimum, such a position will provide a clearer picture to

the customer of the risks involved. The experience with the
vroposed delivery schedule to Iran revealed that although
overturned on the recommended mid-81 delivery date, the
USAF did succeed in moving back the delivery date from
early-79 to mid-8C, thus gaining an additional 18 months

for implementation.

Recommerded Areas for Further Study

Out of both the documentary review and the inter-
view process came two areas that still require additional
attention and study.

1. The entire guestion of IMS manning needs careful
review. Many inserviewees suggested that FMS manning arrives
too late %to participate in the all-important initial plan-
ning for sales due to long manning lead Times. Congres-
sional relief from manpower ceilings has been sought for
some time, yet remains elusive (41). Therefore, the study
should highliIght short-term solutions. An AFSC mabtrix
orgarnization of resicdent M8 sxperts mignt be considered as
one potential answer to the problem.

2. An in-depth study is also needed %to determine
what policies, if any, should “e implemented with regard to
IOA pricing. This should include such considerations as:

a) type of policy: a standaxd policy, a2 policy for each

1c2
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weapon system, or one for each country; b) tyve of pricing:
target, ceiling, not to exceed; and c¢) dollars to be used:
base year, current year, or then-year. While the authors
have recommended a standard vpolicy of current year dollars,
i¥ is recognized that a defensible argument can also he made
for a country-by-country policy using either base year or
i then-year dollars in order to satisfy various political

pressures. This is 2 very difficult question, but one that

needs prompt resolution.
RESEARCH OBJSZCTIVES

Having answered the research questions associated
with PEACE ZEBRA through an in-depth examination of the
phases, management tools, and problem factors involved in
the sale, the authors have achieved ‘the research objectives.

, The first objective was to contribute an analysis
. | of a maJor weapon system arms sale to the interma‘tional
| ' logisties body of knowledge. Zach chapter of the thesis
contributed %o that goal's realization. Chapter 7 set the
‘ stage by establishing the reasons for the research. OCf
particular note was the fact that what began as a valida-
tion of four previously identified problem factors was soon

expanded to include three additional factors developed by

the authors. Chapter 2 provided an insight into the
rarious phases of an IMS sale as well as a description of
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various :MS management tools available to the practisioner.
Chapter 3 described the details of the ZEACE ZERBRA sale
structured arourd *he IS phases presenteé in Chapter 2,
thereby offering a synthesis of theory and reality in one
chapter. In Chapter 4 the specifics of the PEACE ZZERA
negotiations were analyzed by FMS phase and specific prob-
lem factor to provide the reader an insight into the poten-
tial problems of an VS sale. Finally, Chapter 5 has

vpresented a series of recommendations, zagain laid out by TS

T e remr———

dhase, intended to help future sales managers avold some of
the potential probdlems in FMS negotiations.

The second objective was %o examine the actual
mechanics of the LOA procedure initially using the four
major problem factors outlined by Materma. These four
factors, along wilth three additional factors, were examined
in Chapter 4 and while all existed to some degree in the

negotiations surrounding the LOA, only the areas of initizal

vlanning, pricing, contractor involvement, concurrency, and
political constraints wexre cited by a majority of those .
interviswed.

The final objective of this study was to document
successes and failures of the ZEACE ZEERA LOA methodology
for future arms sales. This began in Chapter 4 with an
in-depth examination of the customer-coniractor-USG inser-~

actions during the ZFEACE ZZERRA negotiations z2nd concluded
b
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in Chapter 5 with a2 series of recommendations pertinent <o
future arms sales. These recommencdations were presented iIn
chronological order according to %he various IS phases and

centered on the proper utilization of several FIS meanagement

tools vpreviously discussed.

In closing, the reader is remindsd that the 3MS role
of the Air Force is confined to implementation, and as such,

its task is not vo debate tThe mexrits of a case but o effec-

—_—

tively manage “he sale. From this case study of TEACL ZEERA,

“

it is clear tha’i continued emphasis is necessary In This
area, parvicularly since our nation's leaders zre continuing
to use FMS as zn importart instrumers of roreign poiic
Whatever the principled intentions of Iresident larter in
reducing amms “transfers, the pressures of Infermavticnal

o

al

~ e

fairs do not allow muckh flexibility. One nesd only examine
the requirements Ior the recent aras deals with Saudi Arabis
Israel, Egypt, and North Yemen %o urnderstand this. More-
over, even 1f new sales were to cease Immediately, the USAF
would st¥ill have %o support previously sold weapon systems
for the next 20 years (32). Thus, i% is +the authors' kcpe
tha*t this research will contribute %o more effactive

management of this valuable foreign policy Sool.
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STANDARDIZED INTERVIZW QUI3STIONS




APPENDIX A

1. The possibility of Toreign Milivary Sales mus<
e considered eaxly in the 1life of a weapon system, usuzally
. in the form of a IMS Master Flan. Were jou satisfied with
, the ixitial planning process for the 157

2., Did all the necessary partsicipants [AFSC, AFLC,

520, ZAC, Air Staff) get involved sufficiensly early in *the
planning and coordination of the sale? In that regard, did
the Weapon System Planning Team concept employed in the

PFACE ZEBRA negotiations help opromote MAJCOM participasion?

3. Once the initial IL0A planning was complese and
General Poe's Weapon System Flanning Team trip was over,
were there any problems getsing coordination among the
principals on subseguent gquestions and decisions?

4, Could you comment on the availability of infor—
mation and time alloted for tre preparation of accurate
price and availabilidty da®ta? Are jou saitisfied with <h
2ead command” concept whereby the prervarastion znd intsgra—
tion of PZY data invo a package 1s accomplished at MASCOM
level?

5. The »ole of the consractor in JTorel nilitary
sale is always a sensitive issue znd PZACE ZIERA appears o

o have been no sxcepsion. IKow would Fjou descridbe General

] Dynamics' involvement during “hese negotiations? Do Fou have

any recommeéndations Jor Improving that Interface”?

6. Several authors ave alluded “o a3 7971 xneeting
vetween President Nixcn and the Skah at which the Shah was
given the President's personal assurance e could zavse

; 7irtually any military ox intelligence support he wanted.
, ‘ igainsgt this bvacxzdirop, was there =z "political imperatiwve’
So TEACE ZZBRA? In otkher words, desyife some Initial Air

Force reservations, wasn't it really a guestion not "1Z we
T

sell?”, but rather "under what corditions?”

7. How did we handle the provlems posed Ty the
extreme "concurrency® of the F-1¢6 prograa?
‘What lessons learmed would Fyou ci®te as evolving
out of PEACE ZZBRA program that could assist 20D
nanagers in fufure sales of %tris kind®

M

8
-~
oad
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9., TFlease indicate which of *the following Fou
consider %o have veen "problem areas' in the PEACE ZEZRA

negotiztlions:

1

-

planning for the F-15,

§)
d
ct
1
[
[
[Z5
%

early MAJCOM iInvoivement,

leadtime for “he determination of accurate
2&A data.

coordination subsequent %o the inisial
planning of the sale.

contractor involvement.
political constrai=nts.
high degree of program concurrency.

additional problems (please specify).
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UNITED STATES DEPARTMENT OF Purcheser:
DEFENSE Government of Iran

~m Vice Minig¥ter of war
LETTER OF INTENT - st diie =
Tehran, Iran

Reference: Govermment of Iran, VMOW lfr 401-01-51-12,
1o Marcn 9776

The Govermment of Iran (30I) acting through it
Vice Minisgter of War (hereinafter referred to as the
"Durchaser") hereby declares its firm intent to procure
160 F-16 aircraft, under United States Foreign Military
Sales Act (FMS) procedures, Lrom the Govermmen:t of the
United States. The Government of Iran authorizes obli-
gations and expendifures of funds for the following defense
articles and defense services prior to the execution of
Letters of Offer and Acceptance:

Expansion of tooling and rate capaciity %o
increase production and to meet GOI deliveries
of 4 ajircraft per month; long lead items of
equipment, including spare parts, engines,

and organiza’ional and depot level support
equipmens; and administrative expenses Incurred
in definitizing, implementing and sxecuiing

the ¥-16 progran.

1. It is understood that the United States Depart-
ment of tke Air Force plans to present to the Purchaser a
Letter of Offer and Accevtance (DD Form 1513) within 120
days after signature of this Letter of Intent. Except %o
the extent directly inconsistens with the provisions hereor,
the terms and conditions set forth on the neverse side of
DD Form 1513 will apply to all activities undertaken pur-
suant to this Letiter of Inteni, and the estimated costs of
such activities will be included in the Letter of Cffer and
Acceptance. In particular, Conditions B.7, B.8, and C on
the reverse side of TD Form 15712 are hereby incorporated Ly
reference and made an integral part of this Letter of Intent.
This Letter of Intent shall be superceded upon Purchaser's
signature of the Letter of Offer and Acceptance.

2. In anticipation of the Purchaser's signature of
the required Letter of Offer and Acceptance, the Furchaser
commits his Govermment to the following:
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(a) In order to permit “he United States Goverm-
nent to meet procurement objectives and Lo consolidate 30T
requirements with USAF contractors and to cover associated
admirnistrative expenses, the Urnited States Zovermment is
hereby authorized So incur obligation up to the sum of %44
million 7which includes 21l es%imated “ermination costs) on
an S dependabls undertaking basis, to be exceeled only in
the event of a decision by either a court or board whick
increases the contractor's entitlement. The United States
Government agrees that not more than $20 million will be
collected from the GOI and expended prior %o 1 April 1977,
without the prior approval of the Vice Minister of War.
However, i1f any amount is expended in excess of $20 million
orior to 1 April 1977 and prior to receipt of approval, it
shall be within the 341 million obligational authority and
be reimbursed subsequent to 1 April 1977.

(b) the Purchaser agrees %o pay the full amount
of such authorized obligations, and to make funds available
in such amounts, and at such Simes, as may be requested by
the United States Govermment for expenditures agzainst such
obligations.

(e) It is estimated that the cost of the long
lead time items, associated administrative expenses and
estimated termination costs will not exceed the amount set
fortkh in the first sentence of paragraph 2(a). However,
if at anytime prior to Purchaser's signature of the above-
mentiorned Letter of Offer and Acceptance, the United States
Department of the Air Force has reason to believe that the
costs which it expects to Iincur in the performance of this
Letter of Intent will exceed The amount set forth in sub-
paragraph (a) of this paragraph, it shall promptly notify
the Purchaser in writing to that effect. The notice shall
state the estimated amount of the date by which the =24d4i-
Sional obligational authority {(by a new or modified Letter
of Intent) will be required from the Purchaser in order %o
continue perfermance under this Letter of Intent., If, after
such notification, the addifional obligational authority is
not granted by the date set Zorth In the notification, the
United States Govermment is authorized, in its discretion,
to terminate any and all activities under +This Letter of
Intent at Purchaser's expense, in accordance with subpara-
graph (b) above, in an amount not *o exceed the amount set
forth in subparagraph (a) of this paragrapnh.

3. This Letter of Intent does not prejudice %he
Purchaser's decision on the acceptance of the Letter of
Cfler., Moreover, the Purchaser may cancel 2ll o> any part

11




_ of this Letter of Intent at anyitime o7 rotiliying the United
f States Govermmert. Jpon receipt of such notification the
United States Govermment is authorized o terminate any and
) all activities initiated hereunder, szt Turchaser's expense,
| in accordance with paragraph 2(b), in an amount nos %o excee
the amount set Zorth in the first senbtence of paragrarh 2(2)

—-—— e

c

, 4, In the event of such cancellation or termination,
; the United States Government will use its best efforts to
ninimize any termination costs.

two prime coniracters, General Dynamics and 2rats & whitney
Aircraft, will not receive the special profit consideration
as provided for in paragraph 3-808.56(v) of She ASFR for

! effort similar o vthat being purckhased under USAF contract.

' 5. The Urnited States Govermment agrees *hat the

6. The United Stavtes Govermment agrees Shat funds
will rnot e obligated for training programs without obLain-

~ ing the specific prior approval of the Vice Minister of war

' 7. Certain items for which procuremen® may te
initiated hereunder are normally the subject of definiti-
zation or provisioning conferences, a% which specific Ifems
and guantities are agreed upon. If it is necessary %o dlace
any such items on oxder prior t: any such conference, %The
United States Department of the .ir Force is authorized %o

do so, using i%ts vest Judgment, and will Zurxisgh a list of
k] ol b}

| the items so oxdered at the conference.

|

24 Cct 19756
(Date)

GaNmRAL o, JCUANAN
Accepted this 27 day of VICE MINISTER OF WAR
P UL vl = -—
Octooer, 1975

JAMZS =, Mcinermey, or.
Major Gezeral, UGAX
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UMITEO LTATCS OCPARTUENT QF OCF (NS

OFFER ANO ACCEPTANCE
1) PuBCmas e’y agrEag~ce {3) Ga%e Qe biCmaTOM

VMCY 1ltr 301-01- PEACE ZZBRA #1

1 1] #LAGuatCn (Name,
Governnent of Iran

7ice Minister of War
Tenran, Iran

Vddreaagiine heve Lii° Code)

°i-1Z, I5 Far /6 Al GFFER

(4} TH(s OFF LN ERPIALY

Trhe Govermment of the Uniled States heredy sifers to acil to the sdbave purchaver the defense ortici(e) and de{enae service(s)
listed below, sudject te the terme conleined herean and condilions cited on the reverse.

Major General James . McInernmey, Jr., Director, J3aA

15 Jun ., 72.

(3] MERATURE, TYPEO WaAME AND TITLEL OF Us ACPREIEnTATIVE

(136 A's/24% 3's)

b. Progran Maragement
Contingency

NOTS: Amounts shown in Columns 12 anﬁ 13 and Ly
are 7< base year Pollars.| Actdal oblizetiion will be
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(2) [4)] (19 [£21] [12}] (13) c1¢4)
i
1. § I2-D-STA
| a. P-16A/3 Aircraft 150 6,153,750 |98%,5600,004

110,200,009 See

hes 15 throy

Zxplanator
Jdotes

hzh 20
tased

tcns 3 and &4

(15) a3TwmavEO COAY

of FMS transactions from our billing office at
Denver, Colorado will show amounts and dates

*1,094,300,000
(16) CATMATEOD PACHING, CAATING, AMO HANDLING COSTS
(17) ABTIMATED ATWIMISTRATIVE CHARGE Zdo 21‘;96 00‘6
(38) CSTINATLED CHARGEE FOM SUSSLY IYPPAAT AARANGEMENTS 2 -
(19) OTmEn TITInATRD
C 00T (Speasty)
ESTIMATE
(29) ATED TOTAL COSTS 51) 116 ,696 ’000
(21) YCRmS
DEFENDASLE UMDEITAXING. Payments against this 5 Atch
order #ill be requested as needed. Statements l., Notes

2. Additional Terms
a. Additional Terms
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ZXPLANATCRY NOTES

AIRCRAFT CASE IR-D-STAD

This case Iincludes costs associated with the production

of 136 7-16A single place and 24 F-163 two place aircraft,
Included in cthe aircraft flyaway cost are (a) certain aiscel-
laneous loose equiprment items (DD 780 equipment) delivered
with each aircraft as listed below, (b) technical orders

for the aircrafr,

a. The aircraft configuration will be the export base-
line configurartion as defined for Iran in the Weapon Systenm
Planning Team briefing given in Iran December 19756. The
aircraft Group "A" configuration will include standard USAF
provisions for the PAVE PENNY and AN/ALQ-131 EZCH pods, as
those systems are configured at the zime of Jirst aircraft
i delivery. Inclusion of the Group "A'" provisicns for nonre-
leasable systems in the Iranian F-16 (i.e., PAVE PENNY,
and AN/ALQ-13! pods) does not constitute Telease of the
systems themselves nor intent to release at a future date,
Release of subsystems/weapons not expressly defined in the
} export baseline configuration will be reviewed by HQ USAF
on a case-by-case basis.

b. Loose equipment items (DD 780 equipment) are divided
! into two categories:

(1) Items required for parking and storing the
aircraft in zhe normal ground position. Additional quan-
tities may be purchased wnder this case if required by the
Government of Iran.

Item Quantitv/Aircrafs

Instrument Probe Cover

External Caropy Jettison Initiator
Safety Pin

Thruster Initiator Safety Pin

Internal Canopy Jettison Handle
-Safety ?in

Seat Iniriator Safety Pin

Seat Safety Pin

Ground Locks (MLG)

Ground Locks (NLG)

HUD Cover

Ground Lock (Tail Hook)

Gun Ground Safety Pin

Launcher Ground Safety Pin

Covers, Downlocks, Safing Devices, <4
Plugs, Streamers, etc, As Required

RN HNE N

‘ (2) External stores items to be provided with each
aircraft are:

Item Quantityv/Aircraft

AERO - 3B Launcher (MOD)
AERO - 3B Underwing Adapter
Wing Weapon Pylon
Wing Fuel Pylen
Centerline Weapon Pylon
Centerline Fuel Pylon
Centerline ICM Adapter
300 Gallon Fuel Tank
370 Gallon Fuel Tank
BRU-31A (TER)

! MAU-12Z (RACK)
LAU-83 (MAVERICKX Launcher)

HWRNNRHEHEONN &

Atch 1
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c. Airecraft production schedule is listed below. In-Iran
delivery schedule is an estimate since delivery mode has
not been determined. A separate Letter of Offer and Accep~
tance will be structured for the yet to be determined services

required,
d. Technical Orders for the aircraft are provided with

the aircraft (one copy each) and will be updated through six
months after delivery of last F-l6 aircraft.

1F-16A-1 Flight Manual
1F-16A-1-CL-1 Flight Crew Checklist
1F-164A-5 Basic Weight Checklist and Loading

Additional technical orders are provided for in case IR-D-STK3.

e, The prices on this Letter of Offer and Acceptance
have been compured as target prices at the request of the
Government of Iran (GOI), Since the contracts Zor the GOI
F-16 aircralt program have not been cocnsurmated, the prices
are essentially contraczual objectives that the USG will
strive to negotiate with the prime vendors. The program
management contingency line is, therefore, required in the
event that the contractual negotiation objectives or gzoals
are not achieved. Tund contingencies may also be neces-
sary in the event that, under che contracted fixed price
incentive arrangement, the contractor exceeds target price
during the actual contract performance. Requirements
for contingency money may occur any time after program
directive izplementation,

f. The PEACE ZIBRA aircraft delivery schedule is listed
on the following page.
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IRANIAN F-16

CONFIGURATION
ENGINE F100-PW-100 (3)
RADAR F-16 MULTIMCDE
TACAN AN/ARN-118
UHF RADIO AN/ARC-164
VHF/AM RADIO AN/ARC-115
IFF AN/APX-101
RADAR WARNING RECEIVER AN/RALR-46 (V) -1
INS SKN 2416
CHAFF/FLARE DISPENSER ALE-40
ILS AN/ARN-108

1 INTERFERENCE BLANKER MX-6770 A/A

f GUN M61Al 20 MM
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ADDITICNAL TZRMS AND CONDITIONS
(GENERAL)

1. Transvorzation and or delivery of aircralt is not priced
in this Letter of CIifer and Acceptance (LOA).

2, Facilities counstruction (including a
tectural and engineering sewvices) wil

bility of the Governmen:t of Iran (GO'
structed according to Imperial Irani
approved contractor specifiications an
to accommodcate aircraft and assoclare:

ciated archi-
the respunsi-
ney Tust be con-
ir Force (I1ATF)
b2 completed in tizTe
eguipment deliveries.

3. This case includes only the aircraft, accompanving
loose equipment, and technical pudblications listed in ch
Explanatory Notes (Atch 1).

4, Transfer of funds between PFACE ZIZI32PA cases is author-
ized to preciude unnecessary administration and/or transfer
of funds between USG/GCI.

ed and will be

5. Production installed equipment z
servicezble assets

is
provided cn the basis of using avails
where economical and responsive to de v Tequirerents.
Both USAF/IIAF aircrafs will share pro tionacely in the
use of serviceable assars, ?:ovisioﬂ-“g scielv on che basis
of production line new and tnused aquipment would result
in considerable price increase and 7*3039‘3 production delays.
Therefore, the solely new and vmused reguirement does not
apply to this LOA, All efforts will, however, be made to
use new and unused assets where practicable/available.

7

(Sl ¥
'd e 2y
Q
H D

Atch 2
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ADDITIONAL TERMS AND CONDITIONS
(FINANCIAL)

1. At the request of the Iranian Govermnment the estimaced
dollar amounzs on this Letrer of Offer and Acceptance (LCA)
are in FY 75 constant dollars. The eszimated total program
cost as shown on line 15 of the LJA does no% account Zor
any progzam cost grewth due to inflacion inm the U.S5. and
Europe. These FY 75 dollars will be converted to then vear
dollar forecasts Zor purposes of USG obligaticn/coniractual
authority. Payments reguired will be Sased on aczual

USAF costs incurred on behalf of the Iranian Government.

2. At the request of the Iranian Governmment the indices
provided belcw are the USAF F-16 progran indices wnich
incorporate the QOfiice of the Secretary of Delfense (0SD)
published indices Zor ¥Y 8l and bevend. The 0SD indices
reflect an approximate escalation rate of four percent
per year and mav understate the escalation rate Ior this
program. The USAF F-16 program indices do not incorporate
escalation for the 153% of the program coproduction by the
European Participating Govermments (I2G).

USAF Prugran Indices

FY 17 1.190
78 1.288
79 1.403
30 1.514
81 1.582
82 1.645
83 1.711

3. The case value for the aircraft case
on the zbove USAF program indices. 7For obligaticn/cont
authority purposes, :this case wvalue is:

Case Then Year (§ million)
IR-D-STAD 1,653.3
4. The payment schedule in attachment &4 reilects a cumu-
lative then year LOA value based on the USAF F-186 progran
escalation. Any increasec case wvalues cdue to escalaticn
beyond that depictzad 5y the program rate escalation or

increases for PG coproduction will result in revision of

the payment schedule. In addition, the pavment schedule
will be reviewed annually and revised as necessary to reflec:
any changes in forecasted pavment requirements.

Atch 3
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PAYMENT DUE

Oct

Jan
Apr
Jul
Oct
Jan
Apr
Jul
Oct
Jan
Apr
' Jul
Oct

Jan

‘ Apr
Jul

Oct

Jan

Apr

77
78
78
78
78
79
79
79
79
80
80
80

80

81
81l
81
82
82

PAYMENT SCEEDULE
160 F-16 Aircraft
PEACE ZEBRA

(DOLLARS IN MILLIONS)

QUARTERLY PAYMENT CUMULATIVE
12.7 12.7
17.3 30.0
30.7 60.7
43.3 104.0
54.5 158.5
67.2 225.7
81.3 307.0
95.6 402.6

106.4 509.0
107.8 616.8
108.5 725.3
108.0 833.3
106.5 939.8
103.9 1043.7
100.0 1243.7
95.1 1238.8
89.1 1327.9
82.0 1409.9
73.7 1483.6




PAYMENT DUE QUARTERLY PAYMENT CUMULATIVE
Jul 82 64.3 1547.9
Oct 82 53.8 1601.7
Jan 83 42.2 1643.9
Apr 83 29.4 1673.3
Jul 83 15.6 1688.9

NOTE: This payment schedule reflects estimated cash re-
quired in the PEACE ZEBRA F-16 aircraft Letter of Offer and
Acceptance (LOA). Any payments made to the Air Force Ac-
counting and Finance Center/Security Assistance Accounting
Center (AFAFC/SAAC) based on the PEACE ZEBRA Letter of In-
tent will be applied as credits to subsequent billings.
This schedule will be reviewed annually during the life of
this LOA. Requests for payment (DD Form 645) will be based
on actual USAF costs and contractor reguests for progress
payments.
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SPECIAL COUWIRY REQUESTS WITH RESPECT TO
SALES CCMMISSIONS AND *rEZd

1. All U.s. Goverﬂmen~ contracts resulting from this Cffer
and Accep:ance shall conzain one of the ?o;low-ng provisions,
unless the sales conmxssxon and fee have been identified

and payment thereof approved in writing by the Govermment

of Iran before contract award.

a. For firm fixed price contracts or fixed price contracts
with economic price adjustrment. ''The contractor certifies
that the contract price (including any subcontracts awarded
hereunder) coes rot include any direct or indirect costs
of sales commissions or fees for contractor sales repre- :
sentatives involved in Foreign Military Sales to the Govermment :
of Iran.

b, All other types of contracts:

"Notwithstanding any other provision of this contract
any direct or indirect costs of sales cormissions or fees
for contractor (o* subcontractor) sales representatives
involved in Toreign Military Sales to the Government of
Iran shall be considered as an unallowable item of cost under
this contract."

2. The appropriate clause as indicated zbove will be included

in all ™S contracts awarded on behall of any governcent
qualifying under this provision.

Atch 5
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COMBINED PAYMENT SCHEDULE
PEACE ZZIBRA
160 F-16 AIRCRAFT and SUPPORT CASES

($§ in millions)

PAYMENT DUE CUMULATIVE

* With Acceptance 2.3
Jul 77 10.7

Cct 77 4.0

Jan 78 77.3

Apr 78 139.0

Jul 78 220.9

Oct 78 306.6

Jan 79 400.3

Apr 79 509.3

Jul 79 631.6

QOct 79 764.0

Jan 80 895.8

Apr 80 1025.3

Jul 80 1151.8

Oct &0 1274.3

Jan 81 1392.2

Apr 81 1503.9

. Jul 81 1608.8
N Oct 81 1705.9
‘ Jan 82 1794.4
Apr 82 1872.6

Jul 82 1936.8

Oct 82 1992.1

‘ Jan 83 2035.5
Apr 83 2065.5

Jul 83 2081.1

NOTE: This payment schedule reflects estimazed cash required
for the combined PEACE ZEBRA F-1l6 support and aircraft |
Letters of Offer and Acceptance (LOAs). Any payments made

to the Air Force Accounting and Firnance Center/Security
Assistance Accounting Center (AFAFC/SAAC) based on the

PEACE ZEERA Letter of Intent will be applied as credirts

to subsequenc billings. This schedule will be reviewed
annually during the life of these LOAs. Requests for payments
(DD Form 645) will be based on actual USAF costs and contractor
requests for progress payments.
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APDENDIX D
PRACE ZEBRA LOA #2
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UNITED L1TATCS DEPaATUINT OF DEFENIT

OF FER AND ACCEPTANCE

n¢ az
(1) PuECeat L) mgrgae~Cl ()} Cadt OLMIGCHaTOA
WVICW ler 401-¢l- PEACE ZEBFA 22
31-12, 1o Yar 73 QFFER

Tr.e Covermment of the Uniled Steten hereby offcrs to aeil to the sbove gurchaver the defenss srucie(d) and delenan service(s)
listed Below, subject to the (erms contsined heresn and conditions cited on the reverse,

(4) Tows oFFEm cammes JANES E, MeInEZdyEy, Jr.
vz - 77 (3 MERATURE, TYPED WaAME AnG TITLE OF U NEPAEILNTATIVE
addmile L. .
286 M 1 “he 2ir Force
g Mav 1377 (7) US DEPAATHINT OF e
(4) oavg A QAT /Y OT AT~ o033
1T L 1T imargO
o ITCM OCICAIBTION usest £
:f,' (Aneding stact ~mdee, |} appliconiny SuanTiry .u°5- UnlY cOsT Yora, CosY ::;':::u:.-:v
8 1)) (19) [£1]] un tn Gt
1. {I2-D-§72 (ASE) 1,788,202 570,200,36-}
a. Spare Ingines 4Q
t. Shipoing Containers 10
2. JIR=D-87TCT (A72) 22,39¢,€C00
Developmental Zudovore
Ecuicrment, Orcanizaticnal
¢ Intermediate (0&I)
3. [ZR=D-S7Tnd (aTA) 6,200,000

tandard Support Equis-
ment (C&I)

4. JI2-D-STTZ (A9C) 39,000,009
Initial Scares

a. Srgares
b. 2rovisioning

Pq 1 of
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UNiTEO ITATES CEFARTUENT OF SEFENLL

OFFER AND ACCEPTANCE

(3) PueCHAIEN'S ALsLARNSE T

3) Cadl DUnanatrga

PEACE ZEBRA

(1) PUNCHASI~ (Na

it Addrecsj(incives 2P Cadey

CFFER

{4} Tris QPP ER CaP NS

Tre Covernment of the United States hereby offcrs to sell to the sbove purchater ‘he defense article(s) end defenae service(s)
listed delow, subject to the terma Conleined hercin and conditions cited on Lhe reverse.

(3 HENATURT, TYPLO wamt 4m0 TITLL OF US ALPRESL~NTATIVE

(1) UG DEPLATMENTY OF

the Air Torca

b. Sustaining Engi-
neering

c. Provisioning
IR-D-STG3 (J5A)
Training Equipment

a. Maintenance
Training Set QITS)

b. Avionic Inter-
mediate Shop (AIS)

e¢. Peripheral Trainir
Equipment

13,200,000

(4) dave

1TC
on ITCM OCICR I TION sy KITIMATED
:‘o’ (Including v1eck numbor, if mplicadie) auenTiry au°:( UMIT CORT TOraL COsY ‘ ::;':::"‘:::
(83 [82) (1) [£11) [£2)] (15 {14y
5. | IR-D-STF3 (M1X) $24,700,04d0

Engineering and Provi-

sioning Services

a, Engineering Changds

Pg 2 of 6§
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(1) PUNCHAICR (Narvweod Addrecaj(incinde JI* Cousy
MMITCO STATES DEPARTMLAT OF DCF ENIL

OFFER AND ACCEPTANCE

H 03) PURCRas NS HeTLALNGCE [u Latd OaMENaTOR

PEACZ Z2EBRA

QFFER

The Goverament of the Uniled States hereby aff=re te sell to the shove dDurchuter the defepse srttcle(?) wnd delende service(s)
listed below, sudject 1o the terna com(amed herein end condit.one cited an the ceverse,

(<) Tmis QPFCA Camngs

3 TCRATUAL, TVFEO HAME ARG TITLR OF Us ACPRCICHTATIVE

. .

(1) us okPamvuent or _theE Air_Torce

(4) Sare

usr €avInaATiO

7O BLIciation AVanTITY ar vt aerLiTY
otoel i ] g UmY CosT vovaL cosY anO ACwanas
(1¢)

() (9 (10) (18) (123 an

d. Cockpit Procedures
Trainer 1

e. EGRESS ?rocedures 1
Trainer

7. { IR-D-STH® (M41X) $ 50,000

Weapon Systen Drawing
Set and Update Services

“ 8. [ IR-D-STJ® (J5V) 33,000,000

! Technical Publications/
Data

a. Commoen Technical
Orders

: b. Peculiar Technical]
‘ Orders

c. Contractor Prepared
Data

Pg 3 of 6
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J1) PunCmartn (Name, Aedeoacifine vn L]} Cudel
UNITCL $TATES OCPARTME  JF OEFTNIC
OF FER AND ACCEPTANCE
(1) PUSCRALCR'S ALILNENCE [{]) Cask BENIGmaton
PEACE ZE3RA
OFFER
The Gosemment of the United States heredy.oliers 10 aeit te (the sbave purchaner the deflense articiels) and delenae rervice(s)
listed below, subject 1o he terme contained herein and conditions cited on the reverse,
(4) Tris QFPCA Cxriany
{3} CEmATURE, TYTPiD mamk amD TITLL GF us ACraaL~TaTtive
- (1) us BCPsmTMCHT OF the Air Force
(4) oave
'oer ITCM OCICH P TIon uxr Lavmste
A (Meaiuddng atoch Amber, n:-u«-u., QUanTITY | ree Umir cosT ToraL cosy ::;':::‘:_'::
it (82 (16) (i [£L)) 19 t14)
9. | IR-D-STKY (M1IX) $ 1,000,000
AFLC Management/Travel
10. | IR-D-STL® (M1X) 1,100,000
AFSC Management/Travel
11, | IR-D-ST™3 (MIX) 400,0up
Weapon System Logistics
Advisors 2 2 yrd
12. | IR-D-STNg (41X) 175,000
Resident Integrated
Logistics Sugport
Activity (RILSA)
13. | IR-D-STPE (MIX) 5,500,000
‘ Contractor Integration
Services 30 mos
Pg & of §
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(1) PumEmargm (Fene

, dadieaaying s 211 Codo)

Unt1CO STATLS DCPanTHE 2F OCFCneL
OF FER AND ACCEPTANCE
13) PURTRAI AR S RLFLAERCL [(J) CAML DEmcNatga

PEACE ZEBRA

OFFER

The Covermment of the Uniled Stetes hereby olfers 1o scll (o the ebave nurchaser the delense erticles) snd delense service(e)
listed below, subject to e terme contained herern and conditions cited on the reverse,

(4) Tois QPP LA Cxpmge

(3] S naTURE, TYPCO mawk 4n0O T T, C OF ud BCPRLICNMT ATIVE

(1) us CEPARTUENT OF the Air Force

{6) oav<
ITCw CATIMATYCD
no:-. YT DLIC AL TION QUanTIYY u:." AvalLaoILITY
MY {Incivaling stech manbwr, I -’lk.ld, LTIV 4§ YMIT COsT TATA, COSY AMD AQMARwS
(#8) (i) [27)] (421} 12y r3) [t]
. 14, jIR-D-STRA (M1X) $ 5,300,00(
Contractor Engineexing
: Technical Services (CETS 2 |yrs
; 15, |IR-D-STS9 (MI1X) 6,900, 004
Quality Assurance
J 16. |IR-D-STT3  (41X) 3,300,004
| Component Improvement
! ! Program (CIP
17.{IR-D~-STU8 (MIX) 1,300,004
' Aircraft Structural In-
tegrity Program (ASIP)
‘ 18.{IR-D-STVJ (RA0) 18,004
Maintenance Data Collec-
tion. System ‘




(1) eumCmarEn (Ao, tedranoyine tuan 214 Cuoey
VMITEO LTAYCS QEPanTulNT OF OLF LN\

OFFER AND ACCEPTANCE

(1) swaCmoatin t ags tua~ch

(1) CatC OLACmatOn

_ ZEACZ IFERA

CFFEN

Tr.@ Sovermment of the Unled States Rorehy of{r1s 10 setl tn (he sBove putchater (he deienee or(icle(e) end delcnsr servicn s)
Jisted Belaw, subject to the terme containrd Aerein and conditione cited an the reverse,

§4) Twis Q¥vEm carings

(3) s16maTual, TYPKO waul an0 TITLL OF us AKPUEICNTATIVE
o the Alr Porce
{7} VS CKPaRYmEnT g
(4) pave
(AR T Uiy (3T /mwa¥CO
."“'. 1180 QCICR IS TION SuamtiTY or
~o. (Inciudag ¢iacs aunsor, il applicesie) sue usiT CosT YorayL cosy
i) ) (19) (£21) [£2i] [£2})
19.f I2-D=3TY (RC0Q) 3 40,000
!
| Alreraft Delivery
20. l IR-D-STX  (A9X) 24,000
| Cartridee Actuated
! Devices/Propellanc
i Actuated Devices (CAD/FAD)
21.} I3-D=STY  (M1X) 33,000,000

Progranm Manz2zement
Contingency

NOTE: Amoun*ts snown in Cplumms 13 and {13 and Lirngs 15 through 20 are

base yedr doldloars. Actual oblization will
be tased on Then Ykar (T¥}{dolldrs as reflbcted in A%gh S % 5.
(1) ¢ovimaruD COLY

¥ 266,707,000

“XI" ‘2'-‘"° PACHING, SNAYING, ANMO

wuwsmmm i

TH1S PAGE IS BEST QUALITY PRACTLCABLE

' MAMDLING COSTS .
| L &7 of acvroxinately 307 of ltems 3.4, and 6 513,000
l (17§ CETIMATCD a0mimIITAATIVE Camar e} J,JJG,UUO
ﬂ {18) CHTIMATEO CMARGKS FCA SUBBLY TUPSCHT an®AnNGCwmENTS
” (19) etmea caTimatey AZZIRgATION 55 O items I-S (Js i14r

cosvsiSpeain CONUS transportation, 3% USAR storage) 8,262,000

(20) ESTIMATED TOTAL COSTS 1 280,916,000
(11} TeAnus A WSl
‘ Cash with Acceptance 32.3 M.LCEPENDAZLE UNDERTAXKING 1. Notes
Fayments against this order will be requested 2., Additional Terms
as needed, 3tatements of PMS transactions Z
5

Additional Terms
from ocur billing office at Denver, Colorado

Additional Terns
will show amsunt3 2and dates payments are lue, « Additional Terms

ACCEPTANCE 6. Pzynent—Schedule
€37) 1 em o duiy e v of the & o L2AW

I3AN

(34) oFFER/AagLLARL CDOC

(29) reticny ram.
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EXPLANATCRY NGCTES

1. SPARE EUGINES, CASE IR-D-ST3?

This case provides for 40 spare enzinres and 40 engine snipping

contalin Crne of the engines freom rhis case will se
Lsed zo s~aolv the spare enzine raguirerens for the Maintenance
311‘ng SeF (MIS). Zngine price does not include cest of

ransportation of the 4) spare engines to Iran.
2. DEVELCPMENTAL SUPPORT ZIQUIPMENT (DSZ), CASE IR-D-STC)I

‘ a. This case provides Two seis of organizational level
! DSE and one se: of intermediate DSE, including one

Avionics Intermediate Shop (AL S) AIS test ’evel is yet to
be defined. Cost of O*v=n;:at onal and Intermedi aze (S&I)
DSZ Zfor the depot requi:emenc is not included in this case.

b. This case does not identify total initial program
requirements, Support z2quipment estimates are based upon
requirerenzs for the Zirst vear's delivery of 48 aircraft
at the first activated operating base, DJSE require-~
ments for remaining locatioms, Including forward operatin

[ bases, will be identified and priced in a subsequenh LoA.

3. STANDARD SUPPORT :EIQUIPMENT (C&I), CASE IR-2-857T9

a. This case provides for the proccurement of coomon
&I level Support Zquipment (SE) for which AFLC is cthe zcgnizant

procuring agency. Dervot level SSE will be procured umder
case IR-D- SRCD The esticmates herein are based ugon USAT
type plamning factors avplied to the first base activation.
Remaining reguirements Ior additional base activations,
including Iorward cperating bases, will be identified and
priced in a subsequent LOA. This estimate could be reduced
through utilization of assets available in-countxy.

b. SSE estimates are based upon a review of require-
wents of ex;s:::a -nd171’"al base shop eguigment In support
J 4., INITIAL SPARES -- (EZXCLUDING DEPOT REQUIRDMENTS),
‘ CASE IR-D-STZ?
a. SPARES

(1) This case does not identify total initial
progran requirements but ptovides Zor initial spares (excludin
insurance type items and depot level 'efu‘*cren:s) necessary
to support the IIAT requirements (aircrafs, engine, avionics,

} imately

SE, and training ecu;::en*) for a period of approxi

12 months at the first activated cpe*a ing base eq:
l with the first year's delivery o 43 airerafz. Add

initial spares reguired for the suprort of all 180 azircralc
j for 26 conths will be iden:ified and priced in a subsequent
LOA,

(2) The USAF will ilentifv, aggregate, and shi
via dedicated Iranian airlift, selec'ed irems and cuantities
for base level usage during the first six monzhs of base
operation, The balance of irems and quantities will be
aggregated for shipment di*ectly to the IIAF desL;.a ed depot

4 or base. Phased delivery may also be macde to preclude depot
: saturation.
(3) A saecial %it of Sulk items and consumables
will be p’OC“'ed Ior che fi:s: acziwvatad opevazisnal hase.
The iters in these kizs will satisf» &I bench stocks ot
approximately 3ix —onths and thereafter will bde requisiticned

or locally purchased by the IIAF.
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b. CONT2ACTOR PROVISIGLING EFFCRT

. SPARE/RLPAIR PARTS

(1) This porzion of case I2-2-STE provides for
the procurement of ceniracicr spare/repair parts provision-
ing processes and produccs.

(2) Spare/repair parts provisioning data and services
costs ars2 incurred, as necessary, 10 suppPorz the source coding
and selection of items to bYe procured and stocked as spares
iaventory, as deiined by the spares contract, and the Provisioning
fequirement Statemenct, "\Lse charges are sepavately priced
and are not included as part of cthe end item price.

(3) Provisioning data, compatible with IIAF cata-
loging syscem, shculd be provided to the IIAF in nime to
permit research against existing stocks and to allow for
I1AF approval.

5. ZEINGINEZRING AND PROVISICNING SERVICE CASE IR-D-STT

a. ENGINEERING CHANGES. The engineering c'anges line
is for the initial funding oi cotmon IIAF/USAT c"anges
A Configuration Management Plan for the IIAF r-16 will be
subnitted for Iranian approval aiter LOA ixplementartion.
It is desired, as in other F¥S prograzs, that the IIaF will
authoriz 'He USAT to act as aoo*oval/disaporoval authority
for all engineering changes which apply to both USAF and IIAF
airecraft.

b. SUSTAIMNING ENGINEZRING. The sustaining engineering
line provides for engineering elforts in support of Iranian
requirements either prorated or COCaLlf Iranian funded.
Costs will depend upon scope and eflecctivity of the affore.

¢. PROVISIONING. This line provides the funding for
the initial contractor provisioning oreparation eiforss
associated with all asrtects of the PEACE CE3RA ’*o**am.
These etfforts are separate Irom the spares provisionin
described in paragraph 4b sbove.

d. TFunding for the above line itens a, b, and ¢ cover
initial svscem acquisiticn requirements only. Additional
funding chat will be requivﬂd for ceazinuing efforcs has
not been cecmputed in this LOA and will be Lcentlz;ed and
priced in a subsequent LCA. The additional efforts vequired
for total program support include, Hut are not necessarily
limited to: engineering changes not cocmon with USAF and
continuing ccntractor provisioning documentation updates
as a result of the changing coniiguracion and support equip-
ments lists.

unm

6. TRAINING EQUIPMENT, CASE IR-D-STG

a. Equipment will be aggregated for airlift arranged
by IIAF.

b. MIS does not include an engine (to be supplied from
spare engine case).

¢. One additional set of crew chief (course no. 431X1C)
and weapons (course no. 452X0) training equipment should bde
provided for training in Iran. All training ecuip:enc will be
certified and checked out by the COnC’aCLOr in Iran., MTS delivery
schedule to General Dynamics is October 1979, Price of MT
preparation for shipmenc to Iran is included in this case.

d. One AIS will be provided for training (test level
to be defined).

e, Peripheral Maintenance Training equipment.
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Peripheral Aircrew Training Zquipment consists of:

S5 each 3Sem Slide projectors

S each Yu-Graph projectors

5 each Projeczion screens

5 each Portable blackboards

4 each l6mm sound movie prolectors

5 each Student study carrells wizh 25m=m

slide projector, cassette :zape
racorder, video playback cassetce
decks, and color video monitols

5 each Video tape recorder playtack unic
or K-23 Gun cazera {ila projector

7. TF-16A/B WEAPON SYSTEM DRAWING SET PLUS UPDATE SERVICES,
CASE IR-D-STH.

This case provides Zor one complete set of the F-16A/3 weapon
system drawings in aperture card format (excluding proprietarzy
data) plus cne vear ol update services, Drawings will

provide suificient detail for local manufacture of assembly
when so coded at source.

8. TECHNICAL PUBLICATION/DATA, CASE IR-2-STJ

a. Initial lay-in of approved technical orders for the

IIAF 7-16 aircraft, including interim TICTCs and aircrew
training 2ublicactions and software, will be srovided and
updated through six months after production line delivexry
of the last aircrafs. Prorated, nonrecurring costs Ior
technical orders are Included. Technical publicaticns
delivered urncer this case are anticipaced Io include the
following:
1F-16A-1 Flight Manual Aerial Refueling Checklist 250 copies
1F-16A~1CL-1 Flight Crew Checklisc 250 copies
1F-laA-$S Basic Weight Checklist and Lcading Data 50 copies
1F-16A-8CF-1 Acceptance and Tuncticrnal Check Flight

Manual 50 copies
1F-16A-6CL-1 Acceprance and Functicnal Flight

Checklist 50 copies
1F-16A-2 Organizaticnal Maintenance Manuals 50 copies
1F-16A-2CL-X Crganizational Maintenance Checklists 400 copies
1F-16A~4 Illustrated Parts Breakdewn 30 copies
1F-16A-06 work Unit Code 250 copies
1F-16A-3 Structural Repair 25 copies
1F-16A-6 Inspection Manual 25 copies
1F-16A-6WC-X Inspeczion work Cards 25 copies
1F-16A-6-X inspection Requirements Sequence Charts 25 copies
1F-16A-36 Non-destructive Inspection Manual 25 copies
1F-16A-X Tape Manual 25 copies
1F-16A-01 List of Applicable Publizations (LCAP) 25 copies
1F-16A-23 Corresion Ceontrol Manual 25 copies
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1F-158A-21 Alrcrafs Mascer Inventory Guide 25 copies

F-16-34 Aircrew Weapens Delivery Manual 25 copies
In addition, aircrew rrain ning publications and software

are provicded in the Zollowing quantities:

Flying Trzining Syllabus 50 copies
Student Study Guides 250 copies
Academic Instructor Guides 20 copies
Student Study Carxell Programs 3 copies
2Srm Academic Slice Prograrcs 2 copies

These listings may be revised as necessary as the program

is more clearly definitized. The iistings will also e
separated into common and peculiar publications and assigned
to AFALD and AFSC :espectz"e’] Zor management. Tollow-on
wanagement of peculiar pubs will be zcceomplished under

IIAF nonstancdaxd support cases.

b. Contractor Prepared Data: Mznagement, 2ngineering,
and logistics data required “or PEACZ ZEBRA is funded using
this case. Data *eauire~ents for the aircrai:c, engine,
simulator, and GFAE for use by the IIAF and USAF will de
furnished by cthe contraczors. A PZACI ZI3RA Data Management
Plan will be submitted for IIAF approval aiter i:plerer:a:;on

of the LOAs.
9. AFLC MANAGEMENT/TRAVEL, CASE IR-D-STXQ.

This case provides for travel expenditures and dedicated
managesent by all 2CD agenc~es in the support of those
portions of the Iranizn F-16 pregram under cognizance of
AFLC. Duration of zhis case is Zor a three year period

(1 May 1977 through 30 April 1980). An amendment to the
case will be appropriately su:m;t:ed for the remainder

of the PEACE ZE2RA ?rogram during early 1380, zrmples

of services to be p*ovxce‘ are: (1) planning, coordinating
and implementing actions required o integrate PEACE ZID3RA
requirements into the total F-16 pregram, (2) mornitcring
case status and insuring any proolems are identilied in

a timely manner and resolved, (3) :rov‘c-ug status of progran
and problem areas o appropriate agencies Zor information
and necessary action, (4) preparing and implementing unigue
procedures required to prosecute the PZACE ZEBRA Pregran

in areas such as coordinated inspection of aggregated lots
of spares and support equiprent, al*’*’t o: spares and
support equipzment, assist in conducting and dectermining
frequency of prcgram *ev1=ws, integration of PEACE Z-‘QA
subport with the IZ&F logistics svstem, phase iIn/phase cut
of contractor supperz eZZorss in iran, and integrate the
engine management data collection svstem into IIAF legistics
systen. The nmumbers of dedicated personnel are estizates
and subject to aod;:;cation. Tre sexrvices identified are
not all inclusive and may be expanded or reduced depending
on program developments, Numbers of personnel, by location,
and services are estimated as follows:

Location Title Quanticy
AFAIN/MI Logistics/Suoply Manager 2

AFALD F-16 Deputy
Program Manager for
Logistics (DPML) Program Manager 1
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Ogden ALC System Logistics Specialisc 2

Ogden ALC Item Manager/Supply 1
Specialisc

Ogden ALC Transportation/Logistics 2
Specialist

Other ALCs Logistics Specialisc 2

NOTE: The IIAF will be charged only for actual services
rencered.

10. AFSC MANAGEMENT/TRAVEL, CASE IR-D-STL

This case provides for “ravel expenditures and dedicated
management by all DOD agencies in the support of those
portions of the Iranian r-16 program uncder cecgnizance of
AFSC. Duration of this case Is Zor a =three vear period

(1 May 1977 through 30 April 1980). An amendzent o the
case wWill te appropriately submitted for the remainder

of the PEACIZ ZZI3RA Progranm during early 1980, The AFSC
System Program Office (SP0) will manaze the overall svstenm
acquisiticn by insuring adegquate comrmunications and coor-
dination among all responsible agencies and orgarnizaticns.
The primary objective of the Progrem Office in supportc

of PEACZ ZZBRA is the management of resources to insure
specified performance characteristics and scheduled avail-
ability at cptizum purchase price of the follewing izems:

a. Aireraft
b. Develcpmental support equipment
c. AFSC associated technical data and publications

Funding will cover the follcocwing zositions and accompanying
descriptions:

Quantity icle Descxrintion

2 Program Manager Coordinates overall PEACE
2EBRA activities within the
AFSC/SP0O areas of respensidility.

1 Logistics Manager Manages logistics related
aspects of FTACZ ZI3PA
within the SFC and inter-
faces with AFLC.

2 Logistics Responsible for PTACE ZE3R4A
Technicians peculiaxr support requirazents.

1 Centracting Officer Responsible for contracting
for aircraft and contraccor
furnished equipment,

1 Buyer Responsible f{or implemencting
contracting actions directed
by the contracting ofiicer.

2 Financial Manager Responsible for case status
accounting of AFSC assigned
cases,

1 Cost Analyst Responsible £ r costc esti-
marting AFSC/PEACE ZEZR
program reguirement

1 Program Analysc Responsible for cost schedule
contract system criferia
(CSCSC) tracking Ior PEACE ZE3RA.
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1 Plans snd Documenta- Responsible for maintaining
ticn Manager PEACE ZEZRA reguiremencs
within T-16 planning documents,

1 Chief Engineer Respoasible for overall en-
gineering efforts associlated
with PEACE ZEZRA.

cks and controls PEZACE ZE3RA
figurations chrough the
ineering Change ?roposal

P) process.

1 Configuration Manager

Jon
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1 Data Manager Defines and updates PEACI ZEZ3RA
data and publications reguire-
ments.

1 Test Manager Plans specific PEACE ZZI3RA
test reguiremencs and inte-
grates these with total F-16
requirements.

1 Ingine Manager Responsible for overall F-100
engine integraticn eifort in
the PEACE ZE3RA Progran,

NOTE: The IIAF will e charged only for actual services
renderead.

11, WEAPOW SYSTEM LCGISTICS ADVISOR (WSLA), CASE IR-D-STM

a. This case provides for WSLAs (two), who are direct
representatives of the Air Force Logistics Cormand (&FLC)
located at the lIAF Headguarters, and who will sexrve as a
direct link with AFLC agencies in the resclution of logis-
tical support inregraticn problems within the IIAF. Thre
WSLAs are the point of contact for ArLC assigned respensi-
bilities relating to wezzon and support systems. It is the
responsibility of each WSLA to assist in accomplishing
functions which include but are not limited to:

(1) Responses to all F-16 logistics problems en-
countered by the country.

(2) Recommend preoblem solutions that are within
the parameters of USAF regulations and AFLC procedures.

(3) Assist in review of Stock levels %o assure
that sufficient stock is available to support the assigned
weapon and support systems to tie degree required.

(4) Assist the organization to which assigned
in the correct interpretation of the weapon system concept
and operating procedures.

(5) Accomplish fpllow-up action to resolwve any
pending or existing prcblems which involve logistics support
of the assigned weapon system.

(6) Provide logistics support assessment reports
to the host organization to which assigned,

(7) Provide logistics support analysis of cthe host
organization to which assigned based on =onthly reports
from in-country CETS personnel.

(8) Assist in the definition of prcposed ECPs and
certificaticn of kit receipt and verificaticn of contents,

(9) Coordinate with the
a ALC logistics assistance

and/or direct, as appropriate,
teams as required,

host country and assist
11
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(10) Review znd/or assist in preparation of crash
damaged condition reports as required by in-countyy persennel,

(11) Periodically review NORS procedures with
in- countty (base) ne*sornel to assure the tiwmely submissicn
of prioricy requisitions and to expedite precessing, rceceipe,
and handling of priority materiel.

12. RESIDENT INTEGRATED LCGISTICS SUPFORT ACTIVITY (RILSA),
CASE IR-)-ST202

a. This case provides for the full rime assiznment
of two AFLC logisticians (1-1630-GS-11, 1-2010-GS-11) and
two AFLC clerks (301 GS-4, local hire) at General ,vnau-ca/
Fort Worth, Texas Jor a ,e lod of 24 =eonths Leginning ap-
proxlmatel/ the fourth gquarter of Fiscal Year ;077. The
basic function of the RILSA are separated into two =-imary
operations oI RPT and MIT (Resident Provisicning Team and
Maintenance Imzprovement Team)., The dasic operations of
these two fumctions are iterated belcw:

(1) The RPT will:

{(a) Participate with the contractor in develop-
ament of tirmmum Repalir I evel Analysis (ORLA) to insure
adequacy and validity.

(b) Review Supplementary Provisioning Technical
Data DI-V-700 submitted by the centraczZor for accuracy
and validizy. Insure that technical data are adequate for
initial logistics support <o satisiy cthe regquiremencs for
o
a

catalog*ng/s andardization, zand interchangeabilicy funczions.,
Insure technical data are adequate to develop Sull descrip-
tive item icdentificaticns, including the iren(s) physical,
electrical, mechanical, and dimensional characcteristics.

{(c) Approve/assign Source, Maintenance Racovera-
bility Codes, and quantities on all items with zhe assistance
of the Recoverable Iten Inventory Manmager (RIIM) ALC when
applicable.

(d) Accozplish reguired cataloging tasks.
Review the quantity of spare/repair parts reguired ia ac-
cordance with ATLCR $7-72, Deterzination of Requirements
and AFLC? 37-13 Mod-Yetric. Approve and/or adjust contra-
metor computed quantities cn items coded 'P" when AFLCR
57-27 and/or AFLCP? 57-.3 do not establish a computed quantity,
(e) Cormpute the guantity for all spare/repair
parts required for support of the F-16 aircraft excluding
governzent Iurnished repair parcs.

(£) assist the ATPR O to negotiate delivery
schedules on items for which the tentative delivery schedule
has been changed.

(g) Schedule provisioning meetings with RIIM
ALC as required,

(2) The MIT has responsibility similar to that
of a Technical Services 3ranch in a System Manager environ-
ment. The maintenance technician's responsibilities include
the following:

(a) Maintain awareness o all warranty actions
pertaining to RIW/RIW MI3F First Line Units (FLUs) at
contractor or ve"dor faciliziaes in :Hc event RIW is offercd

and accepted alzer being made availadle for I!S.
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{b) Parti Dace with the Cor osion Prevention
Advisory 3oard on-site review of system preduction corrosion
control practices. The RILSA will also review Lngiweor;“b
Change Proposals (3CPs) Zor impacz on Integrated Logiscics
Support (ILS) tasks and insure that the contractor nas
considered all areas. This team will accomplish all aspects
of spares provisioning as well as place oxders with the
contractor and input requirements to DCD agencies for supply
acticm,

13. CONTRACTOR INTEGRATION SERVICZ, CASE IR-D-STP

a. The objectives of the Contractor Integration Services
(CIS) activity is zo provide the following types of support
for the PEACE ZEBPA Program:

(1) TFacilities Requirements Definition and Coox-
dination.

(2) Manpowe* Requirements Development,

(3) Support Zquipment Docurtentation and Analysis.

(4) In-country Liaison for the PEACE ZI2RA Pregranm
in general and the atove tasks in partlcular.

The CIS case 1s priced te include activities from 1 July

1977 cthrough 31 Jecember 1979. The Zacilities and in-country
liaison activities will continue bevond that, but are zssumed
to be picked up in the Contractor Maintenance and Suno‘]
Services LOA. The manpower and support equipment actiwvities
end in lats 1978,

CIS results in an early zamnning by General 3Synamics du*‘rg
the program planning and iniciation phase so that surprises
and unknowns are minimized during introduction of the T-16
in-country. The estinated 32 man-vears of U.S. based ac-
rivity is justified on the basis of savings during the
initial operacicn of the --lo, as well as che an-eased

level of supportability of the aircraft due zo the earl:

CIS involvement. The cost of this case includes establishing
and maintaining offices in-country and administrative suppor:s
in the U.S. in addition to the manning costs.

0

b. TFacilities. A major problem of pravious weapcn
L iy S S > . - . >
system introcductions in-country has been the timely availa-
bility of adequate base facilities. Serious deficlencies

related to fzcilities, power, air conditioning, heating,
plumbing, ezec., have been noted. It is clear that all
parties -- the IIAF, USAF, and General Dynamics -- must

approach this problem early and with adequace effort.

The realization of adequate base facilities is the product

of planning, design, and implemencation. General Dvnanics
plans 2 cadre of engineers who are active participants in

all cthree phases., The cadre will comsist of six people

expert in different technical areas related to facilizies.

Five of these will fora a permanent cadre in-country and one
engineer will be located in the U.S, for coordination purposes.

e¢. Manpower., A critical issue in che °~ACE ZI3RA F-18
Progran is the availability of ranpower to szaff the in-countTy
operations. There are Iwo types cf trained manpcower required,
PEACE ZEZRA personnel and contractor pe:sonnel. A detailed
plan is necessary to:

(1) Identify PZACE IE3RA manpower requirements,

(2) Identify contractor manpcwer reguirements
(in-country),
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(3) Detail PEACE ZEBRA <training pipeline, courses,
and schedules,

(4) Detail contractor personnel acquisiticn, courses,
and schedules.

(5) Phase con:tractor and PZACE ZI3RA ¢
programs to accommodate in-country aircrafc del
base activations.

A task team of three persons will be assigned to develop
manpower requirements. This team will be active up until
the time of initiation of the actual contractor and PZACE
ZEBRA training programs in late 1978, They will be bDased
in the U.S. with extensive temporary duty In-countIy.

d. In-countx> Lizison. A cadre of General Dynamics
c

personnel wiil Le estadliished in-country beginning in June
1877. The CIS will establish two offices, one In cthe city
of the IIAF Headquarters in Juue 1977, and che other in

the city located near the first operating tase In early
1978, During the CI3 tizme period, mos: General Jymeazics
personnel will be permanent s located in the city cf the
IIAF Headquarters, and the oifice at the first operating
base will be used primarily as a base of cperations during
teoporary aquty.

The in-country liaison oZfice will consist of five relocated
General Dynamics erployees. Local hires will be proviced
in a supporting role as required. The relocated people
will be concerned with general program activities, base
activation, logistics support, and the advance planning

for introduction of General Dvnamics maintenance and stoply

technicians into the country for support of the aircraft.

14. CONTRACTOR ENGIVEERING TECHNICAL SERVICES (CZTS),
CASE IR-D-STR?

a. This case provides for contractor technical assis-
tance requirement as defined in accordance with ATM 400-3.

b. CETS can be provided for any system/subsvstenm rela-
i tive to the F-16 weapcn system. Recormended CEITS for each

] of the three operaticnal locations are listed by general

! category and quantity. Price includes manning for all three
locations,

Engine 2 each

. Engine Accessories 1 each
Avioniecs/Tire Contwrol 2 each

Comm/Wavigation 2 each

‘ Airframe General 1 each
‘ Penetration Aids 1 each
Armament 1 each

Automatic Pilot 1 each

Inertial Navigation 1 each

Electronic Support Zquip 1 each

CETS personnel should arrive three months prior to activation
of each location. Period of coverage will be two years

from time of arrival. Follow-on coverage will be through

the open-end CETS case.

} 15, QUALITY ASSURANCEZ, CASE IR-D-STS2

d This case provides funding for the PEACI ZIBRA pro rata
share of che total F-16 quality assurcnce costs. Approxi-
mately 500,000 man hours are estimatec o be required Jor
the quality assurance of 150 aircraft plus related concractior
and goverrrent furnished equipment (CFZ, GFI).
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3 16. COYPONENT IMPROVEMENT PRCGRAM (CIP?), CASE IR-D-STT?

L : a. This case provides for the GOI pro rata share par-
ticipation in the 7100 engine CIP.

1 b. The CIP is a JSAF managed continuing engineering
progran funded as part of the F-100 engineering eifort,

This progran provides for the irprovement in design of any
component cf zhe engine to correct Ilight safery items,
reduce cosC, increase reliability, durability, and main-
tainability of the engine, correction of service reported
problems, extension oI engine maturitv, and improvement

of repair and overhazul procedures. The CIP2 does not provide
for increased performance (e.g., increazsed thrust, reduced
specific fuel consumprion), or Zor the development of growth
wodels of the engine, or for hardware associated with correc-
tion of deficiencies. The effectiveness of che CI? is ce-
pendent upon active country pariticipartion o include iden-
tification and reporting of in-service problems, acceptance
and implementation of zesulting Improvements, and atten-
dance at periodic reviews both in-country and in the CONUS.

e¢. The cost of the F-1C0 CIP is >orne by users of the

] F-100 engine. ndividual usex cost is based cn a ratio

of the user’'s engine inventory (inszalled and spares) to

the total F-100 engines procuced. The country enzine in-
ventory is defined as those engines which have been accepted
from the manufacturer by cthe U.S. Governmeat on dbehalf of
that counctry as of the beginning of the U.S. fiscal year
being funcded. In-country delivery is not a criteria for
deternining engine Iaventory. The annual program dollax
requirerents will be established by the U.S. Governmment

g after review of service reported problems and progress made
towards achieving engine maturity goals. Financial and
technical participation by the GOI will begin in the U.S,
fiscal year in which the first F~100 engine for Irani
aircraft is accepted at the engine contractor's plant.
The countzy will be billed on a quarterly basis 1 é
of its share of the CIP.

17. AIRCRAFT STRUCTURAL INTEGRITY PRCGRAM (ASI?), CASE IR-2-STUD

The USAF is developing an ASIP for the F-16, the scepe of
which is not fully defined. This case will fund tle ini-
tial inclusion of Iranian F-16s in the overall F-16 ASI?.
When F~16 ASI? is defined and the total funding require-
ments for Iran are known, this case will be amended to
provide ASIP for PEACZ ZZ3RA through the acquisition phase.

18, MAINTENANCE DATA COLLECTION SYSTEM, CASE IR-D-STV9

This case is to provide for the initial exploration of
i alternatives and information gathering necessary %o prepare
‘ 2n opticum syscem description, including its interfaces
with the standard USAF base/depot level systems. £ para-~
mount consideration in this evaluation will be the recogni-
tion of the IIAF's present Investment in computer hardware.
The conclusion of this effort will be a definirized case
to accomplish the overall objective of a MDCS cormpatible
with the USAF's system. This effort will include:

a. Evaluation of the two most obviocus altermatives:

(1) Conversion of the standard USATF base level
automated systems, the Maintenance Data Collection Svsten
and the Maincenance Management Informaticn and Control System
(which are presently =mechani:zed on 3urroughs 33509 computers)
to the Mcneywell 6000 series computer presently used by
i the IIAF,
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ADDITIONAL TZRMS AND CONDITIONS
(GENERAL)

1. To xeet t“e Required Avax.abx‘icv Date (PAD) (RAD is

six monzhs prior zo first aircrafz dalivery to each sguadron),
the Government of Iran (GOIL) aut orizes the USAF to enter
into sole scurce procurement concracts when it is decter-
mined necessary.

2. The CQI recognices thaz, due to early procurement com-
mitments to aircralt spares, sohe obsolescence _3ay occur
for these sparas crdered as a result of aircrait changes

made during the latter stages of aircraft Full Scale Development

(FSD).

3. Any USG/USAF support and/or comnitzents to this procgram
will be provided on a noninterference basis with on-going
USAF F-16 programs

4. Overseas transportation for aggregated aircraft spares
and support equiprment is not driced in this program. Arrange-
ments are the :esponsibili:y of the purchaser.

5. Facilities construction (including associated archi-
tectural and engireering services) will be the responsi-
bility of the GOI., Tacilities cust bYe constructed according
to IIAF approved contractor specifications and te completed
in tize to accommodate aircraft and associaced equipment
deliveries.

6. The following items have not been included in this LOA
and if required will be addressed in follow-on LJAs or
appropriate acendments.

a., Software Maintenance Management and Mcdifications:
Costs of modifying or updating avionics and asscciated
Avionics Intermediate Shop software.

b. ASIP? and MECS: Cases IR-D-STU and IR-D-STV include
initial program costs only and way require amending or
follow-on LOAs for complete program funding.

c. Reliabilicy Improvement wWarranty (RIW): RIW will
provide incentives to the contractor to design production
installed items to preclude high failure rates and insure
the custocer against high failure repair costs. As the
program requires further definitization it can not be ofiered
at this Zige,

d. Trainer Flight Sizulator (ITS): Definitization
of the TFS has not been completed “v “*e USAF. GOI wmay
review their requirements after deiinitization and if desirzed,
forward a request Zor the TFS to be processed under a
separate LOA.

e. Aireraft Delivery: ransportation of aircraft to
Iran is not covered in this LOA and mus=® be arranged sep-
arately through S, cormercial, or organic means alter
the purchaser selects the desired method of delivery.

7. Transfer of funds between PEACE ZEBPA cases is author-
ized to preclude unnecessary administrarion and/or transier
of funds between USG/GOI.

8. Provisions for GFZ/CFE, SSZ, and initial spares are
priced and will bYe provided on zhe basis of using availlable
serviceabie assets {(new or used). 3ozh the USAF ard che
LIAF «will share ;ropor:icnacc’y in ‘these assets (the IIAF
way inspect these assets at the point of aggregati on prior

Atch 2
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to shipment to Iran). Provisioni.g solely cn the basis of
new and unused equipment could resulz in significant price
increases and probable production delays. Therefore, the
new and unused requirement does not apply to this LCA,
however, new and unused assets will be provided where avail-
able and practical.

9. A two percent administrative charge has been added

to the estimate to cover an appropriate portion of USG

costs of managing and administering the program. This
includes costs for other than direct support civilian and
military personnel, data processing, printing of ™S reports,
audits, financial management, administration of logistics

and training support, communications, utilities, office

space and oifice supplies, CONUS contract administraticen,

and other administrative efforts. Excluded are salaries

and travel expenses charged directly to IMS cases such

as PEACZ JEZ3RA dedicated AFSC/AFLC System Acguisition
Management. Contracter £agineering Technical Services,

Weapon System Logistics Advisor, EZngineering and 2rovisioning
Services, RILSA, Quality Assurance, CIP, ASIP, MDCS, Travel
Qutside the CONUS, contract administration in Iran, and
trxaining.

10. Successful program management will also depend on

the timely establisnhment of the Program Management Oflice

in Iran as outlined in Annex D of the Weapon System ?lanning
Team Visit Reporet.

11. Cases IR-D~STC, STD, STE, and STF have been structured
according to planning factors approximating those for the

USAF F-16 program. Support has oeen considered Zor a period
of one vear at the initial PEACE ZE3RA base activation site.
Total inicial program support will be contingent upcn the
GOI's acceptance of a subsequent LOA by 1 September 1977

which will identify total initial PEACE ZZI3RA Program requirae-
ments.
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ADDITIONAL TERMS AND CONDITIONS
TRANSPORTATION SERVICES

1. USG agrees to provide transportation services for the
items identified on the face of this Letter of Offer to the
Point of Delivery. Purchaser property will be transported
at Purchaser's risk.

2. Purchaser will accept USAF delivery listings as the
basis for billing and proof of shipment.

3. Purchaser will accept responsibility for clearance of

material through its customs at the point of debarkation,

and for movement of the material from its port of debarka-
tion to the ultimate in-country destination.

4, pPurchaser will appoint a duly authorized official to
accept and sign for material at the port of debarkation, and
submit outrun message and report.

5. Purchaser will absorb losses of material the USAF does
not in fact recover from an independent carrier or handler,
including where the USAF is self-insured.

6. Purchaser will self-insure such shipments, or obtain
commercial insurance without any right of subrogation of
any claim against the United States.

7. The USG will assist the purchaser in processing any
claims that may arise for lost or damaged shipments, in the
same manner it processes claims for U.S. Government-owned
material. Collection of revenue, if any, resulting from
approved claims will be credited to the purchaser's account.
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ADDITIONAL CONDITIONS FOR MATERIEL

1. Packing, Handling, and Crating (PHsC) will be charged
only for those items shipped frcm Department of Defease
facilities. ~For items having a unit cost of $10,009 or
over, only the actual cost of PH4C will be chargad. 1In
no event will PHSC ke charged on items shippzd from con-
tractor's facilities. When the source of supply changes,
the purchaser agrees to an automatic adjustment of acces-
sorial charges.

2. When parcel post shipments ara made, the purchaser
agrees that the charge, specified in the latest Departaent
of Defense directive, will be additive.

3. %hen the point of delivery changes and/or the trans-
portation responsibilisy changes, the gurchaser agrees to
an automatic adjustment of charges and a change of place
to title passage, if approgriate.

4. When staging is astablished fot the benefit of tha
purchaser (not already included in the offer), the pur-
chaser agrees to autoratic aprlication of a staging charge,
specified in the latest Department of Defense directive.

Atch 4
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ADDITIONAL TEXMS AND CONDITIONS
(FINANCIAL)

1. At the request of the Iranian Covermment the estimated
dollar amounts on this Letter of Offer and Acceptance (LCA)
are in FY 75 constant dollars. The estimated total pregram
cost as shcwn on line 15 of “he LOA does not account Zor
any progran cost growth due to :inflation in the U.S. and
Europe. These FY 75 dollars will be converted ro then year
dollar Zorecasts for purzcses of USG obligation/contractual
authority. Payments required will be basaed on actual

USAF costs incurred on Senalf of the Iranian Government.

2. At the reguest of the Iranian Government, the indices
provided are che USAF F-16 program indices which incorporates
the Office of the Secretary of Defense (0SD) published
indices for TY 31 and beyvond. The OSD indices reflect an
approximate escalation rate of four percent per year and

may umderstate the escalation rate for this program. The
USAF F-16 program indices do not incorporate escalaticn
for the 157 of the program copreduction by the Zuropean
Participating Goverrmments (EPG),

-

USAF Program Indices

@d S1 $OVd STHE

FY 77 1.190
78 1.288
79 1.403
80 1.514
81 1.582
a2 1.645
83 1.711

3. The case values below are then year values based on
USAF program indices listed in paragraph 2 above. Asterisked
cases are in target prices, all others are bes:t estimates.

Cbliga<ion/contractual authoricy wiil be based on those
values:

o 0L EEHSTIEI A0 Teoud

Case Desigrator

Then Year (S millions)

IR-D-ST39 *

TavOIOTEd LIV T

$111.4
‘ IR-D-STCPY * 29.4
S IR-D-STDY 8.8
| IR-D-STED * 50.2
o IR-D-STFP * 38.9
IR-D-STG3 * 17.5
‘ IR-D-STHD .060
IR-D-STJQ * 36.7
IR-D-STX? 1.3
IR-D-STLD 1.6
IR-D-STD .5
IR-D-STND .2
IR-D-STP? * 7.1
IR-D-STX? 6.8
IR~D-STS? 10.9
IR-D=-STT? 5.3
! IR-D-STUP 2.0
IR-D-5TVQ .023
. IR-D-STWO .050
! IR-D-5TX? .030
, IR-D-STYP 44,1
' TOTAL $372.063

' 4. The payment schedule in attachment 6 reflects a cumula-
tive then year LCA value based on the USAF T-16 prcgram

' escalation. Anv increased case wvalues due to ascalation
beyond that depicted by the program rate escalation or
increases for ZPG coproducticn will result in revision of
the payment schedule. In addition, the payment schedule
will be reviewed annually and revised as necessary <o
reflect any changes in forecasted payment requiTcmencs,

i 146 Ateh §




i

Fao,

PAYVENT SCHZDULE
F-16 SUPPCRT CASES

PEAC

£

JE3PA

‘[:1

(CCLLARS INM MILLICNS)

PAVMENT DUT QUARTERLY pavmeuT CUMULATIVE
With Acceptance 2.2 2.3
Jul 77 3.4 .7
Cect 77 21.6 32.3
Jan 78 15.0 7.3
Apr 73 1.0 T2.3
Jul 78 33.56 L15.2
Cct 73 31.2 143,11
Jan 79 26.5 174.5
Apr 79 27.7 an2.3
Jul 79 26.7 229.0
Oct 7 26.3 255.0
Jan 80 24.0 279.0
2pr 30 21.0 300.0 '
sul 80 13.5 318.5
Cct 99 16.0 334.5
Jan 31 4.0 343.53
Apr 81 11.7 360.2
Jul 31 9.3 370.9
Oct 31 7.9 377.0
San 32 5.5 332.%
Ap 92 3.5 386.9

o S T e i DT
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PAYMENT DUE QUARTERLY PAYMENT CUMULATIVE

Jul 82 2.9 388.9
oct 82 1.5 390.4
Jan 83 1.2 391.6
Apr 83 .6 392.2

NOTE: This payment schedule reflects estimated cash
required in the PEACE ZEBRA F-16 support cases air-
craft Letter of Offer and Acceptance (LOA). Any pay-
ments made to the Air Force Accounting and Finance
Center/Security Assistance 2Accounting Center (AFAFC/
SAAC) based on the PEACE ZEBRA Letter of Intent will
be applied as credits to subsequent billings. This
schedule will ke reviewed annuallyv during the life of
this LOA. PRequests for payment (DD Form 645) will ke
based on actual USAF costs and conitractcr reguests
for progress payments.
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