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ASTATEMENT OF POLICY

The aerospace industry shall continually foster the
advancement of those aeronautical, astronautical and
related sciences, arts, technologies and industries
which shall be consistent with and contribute to the
public and private welfare of local communities, this
nation, and the international community of which this
nation is a part.

Specifically, the continuing goal of the industry shall
be: to fulfill its responsibility for the development and
improvement of those deterrent and defense capabil-
ities deemed by the government to be requisite for
our continued national security: to promote those
technological achievements necessary to assure the
peaceful conquest of space for the benefit of all man-
kind:; to foster the advancement of economic com-
mercial and private air transport; and to press for and
contribute to significant improvements in those sci-
entific. management and manufacturing skills and
techniques that will benefit the social, cultural and
economic well being of the nation. In pursuing this
goal, the industry shall maintain a commitment to
high standards of excelience, integrity and reliability.

Fulfilment of these responsibilities imposes require-
ments on this industry for far-ranging and innovative
contributions in science and technology. To this end,
the industry shall relentiessly explore those horizons
of science most likely to hold the key to future advances,
and shall vigorously and efficiently improve the foun-
dations of this nation's industrial creativity, productiv-
ity, technology and facilities.

Attainment of such goals requires the most effec-
tive possible use of all of the resources of a pioneering
and progressive industry. directed by experienced.,
flexible and imaginative management, and incor-
porating:

* The highest levels of scientific investigation

» Technological facilities adequate to provide conti-
nuity in advanced research, development and
production

« Coordinated teams of managers. scientists. techni-
cians and skilled labor

» Economic stability to assure the fullest contribu-
tions by each element to national security. prosper-
ity and progress

» Adherence to high guality and reliability in services
provided and products delivered

« Commitment to truth. accuracy. fairness and com-
phance with law in all matters and in all communi-
cations with the public. customers. suppliers and
employees

The aerospace industry pledges the fullest appli-
cation of its resources and abilities to the task of
accomplishing these goals
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INTRODUCTION

The Aerospace Industries Association of America,
Inc. (AlA) is the national trade association that repre-
sents U.S. companies engaged in research, develop-
ment and manufacture of such aerospace systems
as aircraft, missiles, spacecraft and space launch
vehicles; propulsion, guidance and control systems
for the flight vehicles; and a variety of airborne and
ground-based equipment essential to the operation
of the flight vehicles. A secondary area of industry
effort, grouped under the heading non-aerospace
products, consists of a broad range of systems and
equipment generally derived from the industry’s aero-
space technological expertise but intended for appli-
cations other than flight.

The industry AlA represents is one of the nation's
largest. Its sales in 1984 amounted to $83.1 billion,
including $71 billion in aerospace products and serv-
ices and $12.1 billion in non-aerospace sales. Export
sales totaled $15 billion and, although exports were
below the previous year's level, the industry nonethe-
less recorded an important positive contribution to
the U.S. trade balance of $10.2 billion.

The industry's backlog at year-end 1984 was $132.5
billion. Orders from the U.S. government—%$81.4
billion —accounted for more than 61 percent of the
total backlog; non-government orders amounted to
$51.1 billion. Industry employment atthe end of 1984
was 1,242,000, up more than 50,000 above the pre-
vious year's level; by year-end 1985 it was expected
to increase to 1,280,000.

Aerospace Industries Association functions on
national and international levels, representing its mem-
bership in a wide range of technological and other
relationships with governmentagencies and the pub-
lic. To facilitate its work at the national level, AlA is a
member of the Council of Defense and Space Indus-
try Associations (CODSIA), a coordination medium
of six industry associations with mutual interests related
to federal government procurement policies. In inter-
national activities, AIA cooperates as practical with
trade associations in other countries, individually and
through the International Coordinating Council of
Aerospace Industry Associations (ICCAIA), an infor-
mal body of the free world's national aerospace asso-
ciations. AlA also serves as secretariat for TC 20, the
aircraft/space group of the International Organiza-
tion for Standardization (ISO).

AlA's policies are determined by a Board of Gover-
nors composed of senior executives of member com-
panies plus the AIA president, who is the associa-
tion's senior professional employee and who also
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serves as its general manager. A key element is the
Executive Committee — made up of members elected
from the Board of Governors—which exercises the
powers of the Board between Board meetings.

AlA's primary services to its membership are
conducted by nine Councils, Services and Offices
whose heads report to the AlA president. Within this
structure, AlA's professional staff coordinates and
supports the work of an array of committees, sub-
committees, task groups, ad hoc groups and project
groups whose membership is made up of key spe-
cialists from AIA member companies. In 1984, the
association continued its increased emphasis on issues
specifically affecting commercial aviation —transport/
business aircraft and civil helicopters —and also con-
tinued its efforts to improve the competitive posture
of U.S. industry in international aerospace markets.
In the latter connection, the AIA Board of Governors
developed a proposal for revivifying American trade
through establishment of new national policies on
trade and R&D; the association initiated an extensive
program of briefings to Administration officials and
the Congress on the content of the AIA plan. The
1984 activities of the Councils, Services and Offices
and their associated working groups are summa-
rized in the following pages



AEROSPACE
OPERATIONS

SERVICE

The Aerospace Operations Service represents the
functional and management areas reflected in the
charters of the Manufacturing, Quality Assurance and
Product Support Committees, their working commit-
tees, subcommittees, liaison panels and Manufactur-
ing Technology Advisory Groups (MTAGS). Prime
areas of interest and activity include advanced manu-
facturing technology; improvement of production
processes and management toward greater guality
and productivity; advanced quality assurance tech-
nology and management systems; logistics planning
and technology; spare parts acquisition and man-
agement; post-delivery product support and serv-
ices: and technical publications and training.

During 1984, the committees and their working
elements were involved in numerous projects and
tasks of interest to the association membership and
its customers (the Department of Defense, the National
Aeronautics and Space Administration, the Federal
Aviation Administration and other government agen-
cies) and maintained active interface and liaison with
management officials in both government and indus-
try. Among the service's activities in 1984 were:
Quality Conferences

The Quality Assurance Committee, in conjunction
with NSIA's Quality and Reliability Assurance Com-
mittee. held its annual industry-government confer-
ence at Lancaster, Pennsylvania in early October. It
featured four panels addressing the theme "“In Search
of Design Excellence, Foundation for Quality and
Productivity. The Department of Defense, NASA and
FAA were strongly represented on the panels, in addi-
tion to representation from pertinent industry func-
tional areas.

The QAC also lent support and assistance to an
FAA Quality Assurance Conference at Dallas/Fort
Worth, Texas in September and to NASA's Productivity-
Quality Conference in Washington, D.C. held later
the same month. In October, six QAC members
attended the Fourth NATO Quality Assurance Sym-
posium in Paris, France as designated U.S. delegates.

Productivity Activities
Several productivity projects were initiated or con-
tinued under AIA Management Coordinating Board
(MCB) Project 83-8, to assure full coordination of
AlA council and committee productivity activities.
Productivity Workshop V, addressing “white col-
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lar," indirect productivity measurement, was conducted
by an element of the Manufacturing Committee in
Denver, Colorado in June. NASA, TRW, American
Productivity Center of Houston, Texas, Honeywell
Aerospace and Defense, and Price, Waterhouse and
Company speakers presented and discussed
approaches developed in their respective productiv-
ity improvement and tracking programs, particularly
those relating to white collar measurement.

In addition, a special Productivity Panel was estab-
lished by the Manufacturing Committee to follow up
on the recommendations made in the defense sec-
tor's report to the previous year's White House Con-
ference on Productivity. At year-end, this project was
being broadened to include studies relating to other
pertinent AIA councils and committees and the Aero-
space Research Center.

Quality Requirements

AlA's review and response to a number of pro-
posed military standards involving quality assurance
were invited during the year. They included Proposed
MIL-STD-XXX (Navy), Product Assurance Program
Requirement for Contractors and its companion, Pro-
posed MIL-HDBK-XXX (Navy), Guidelines for the
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Development of Contractor Product Assurance Pro-
gram Requirements, Proposed MIL-STD-2164 (EC),
Workmanship/Manufacturing Process Assurance Test
for Electronic Equipment; and revised draft Software
Quality Requirements for Software Systems and Devel-
opment and Production (Army). AIA comments on
these and other standards were provided to the DoD
elements concerned, either directly or through
CODSIA.

Member responses generally reflected that pro-
posed DoD standards and specifications provide too
much "how-to" direction rather than setting forth the
basic requirements to be met and not usurping con-
tractor management prerogatives. It was also pointed
out that there is obvious violation of DoD Directive
4120.3, Development of Cost Effective Contract
Requirements for Defense Materiel Acquisition and
other DoD guidance, such as DoD Initiative #14,
Streamlining Initiative, which was being stressed by
DoD in several December conferences attended and
supported by industry and the Deputy Secretary of
Defense.

Additionally, a major DoD initiative on improving
quality was awaiting the signature of the Deputy Sec-
retary of Defense at year-end. Its tentative provisions
were distributed to QAC membership.

Exchange Program (GIDEP)

Several Government-Industry Data Exchange Pro-
gram (GIDEP) alerts published during 1984 reflected
inadequate test procedures at microelectronic sup-
pliers' facilities that directly impacted and, in many
cases, delayed government acceptances of electronic
microcircuit components, subsystems and systems,

The military services and the Defense Logistic Agency
(DLA) apprised their respective contract administra-
tion activities and system program offices of the appar-
ent potential for nonconforming material, and directed
that government acceptances of products containing
them not be made until pertinent data confirmed that
product degradation had not occurred or would not
occur. However, the waiver process involved signifi-
cant administrative time and costs. Excessive war-
ranties against future failures were requested by some
government elements.

To reduce this impact. AIA—together with EIA and
NSIA —formed a tri-association/industry panel to expe-
dite processing of future cases. gather data and recom-
mend to DoD means of preventing non-acceptance
problems. The panel. comprised of representatives
of a number of directly-affected member companies.
reported its findings and recommendations to the
Defense Logistics Agency and other DoD elements
in November

At year-end, a report containing industry recom-
mendations was being coordinated within AlA and
the other associations prior to its delivery to govern-
ment agencies concerned. Meanwhile, several addi-
tional cases of microcircuit nonconformance with
nonstandard parts specifications were anticipated in
additional GIDEP alerts, and more extensive control
of vendors quality of product was being advocated
by the DoD. DLA and the military services.
Manufacturing Committee Reports

Among Manufacturing Committee project reports
completed. published and circulated to member com-
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panies during 1984 were: Impact of Major DoD Reg-
ulations and Standards (MC 82.10); Future Manu-
facturing in Aerospace (MC 83.2); Near Net Shape
Parts Survey (MC 83.13); Advanced Assembly Sys-
tems, Phase Il (MC 83.7): Joining and Assembly
Techniques (MC 83.12); Metal Removal Methods
(MC 83.16), and Export Packaging (MC 80.24).

New projects and surveys approved by the Manu-
facturing Executive Committee and initiated during
1984 for compiletion in 1985 included: Flexible Man-
ufacturing Systems (MC 84.2); Computer Assisted
Planning (MC 84.3); Robotics Applications Survey,
Phase Il (MC 84.4); Composites Survey (MC 84.5);
MANTECH Program Cost Effectiveness (MC 84.10);
Survey on Micro and Personal Computers Usage
(MC 84.13). Final reports will be distributed through
Manufacturing Committee members.
Manufacturing Technology

The value of the DoD manufacturing technology
program to the aerospace industry and national
defense was outlined in an AlA panel discussion at
the DoD Annual Tri-Services MANTECH Conference,
held at Seattle, Washington in November. Some 800
government and industry representatives attended.

The AIA panel, comprised of four member com-
pany representatives, addressed the DoD MANTECH
Program — Three Points of View, oftering data on pre-
vious projects from a prime contractor's viewpaoint,
from two subcontractors viewpoints and from a broad
national perspective. All firmly endorsed the princi-
ples and philoscphy of the program and agreed that
more action should be taken to make the Congress
and the public more aware of the paybacks already
received as well as those to be achieved in future
projects. Several other government/industry panels
at this conference addressed the-Industrial Moderni-
zation Incentives Program, the Factory of Today—In
Place and In Fact, and the Factory of Tomorrow —
Developing and Emerging. The Manufacturing Com-
mittee had earlier initiated a project, still active at
year-end, aimed at developing specific cost
effectiveness data to assist in support of MANTECH.
Non-Recurring Cost Recoupment

AlA members provided recommendations from a
logistics support sales viewpoint to the Department of
Defense for a proposed revision to its Directive 2140.2,
which pertains to recoupment of non-recurring costs
on sales of U.S. products and technology. The AIA
recommendations noted that the thrust of the direc-
tive could be accommodated by recoupment only on
major equipment or systems sales without applica-
tion to components, modification kits, technical data
packages, etc. It was also noted that implementation
of the current requirements in the revision would
have a detrimental impact by slowing down the pro-
posed cycle and increasing administrative time and
effort for both government and contractor. It would
also tend to create ill will in dealing with foreign gov-
ernment representatives because of the delays resulting
from increased requirements. Moreover, it would make
U.S. industry less competitive with those companies
that are owned or directly subsidized by foreign
governments.

Spare Parts Acquisition
Activity in the spare parts arena can best be described
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as hectic, as a result of an escalating barrage of new
attitudes, policies, draft legislation and directives from
the Department of Defense, the military services, the
Congress and elsewhere. Secretary of Defense
Weinberger's key edicts of August 1983 resulted in
diverse actions by DoD and the military services.
These actions included the establishment of Service
Competition Advocates, substantial augmentation of
Service Breakout Review Teams and a number of
implementing directives demanding much closer scru-
tiny of spare parts acquisition, from management
down to the lowest levels both in the services and in
industry.

In response to Secretary Weinberger's action, an
AlA ad hoc panel on competition in spares procure-
ment developed and coordinated recommendations
that would support the Secretary’s initiatives to improve
spares acquisition and maintain an optimal state of
weapon systems readiness. Panel members also
conducted a series of briefings on positive industry
actions being taken to alleviate future allegations of
improprieties in spares pricing and acquisition areas.
Command officers and their staffs in the Navy Avia-
tion Supply Offices, Army Headquarters Materie! Com-
mand and Logistics Management Center, and Air
Force Logistics Command were among the recipi-
ents of this briefing. Additional briefings are planned.

Logistics Requirements

Air Force concerns with existing difficulties in
expressing logistics requirements in quantifiable terms
in RFPs for source selection documents prompted
an AlA study to ensure that logistics requirements
can be accurately stated and measured against defini-
tive standards. The work of the AIA study panel resulted
in a number of recommendations for Air Force con-
sideration. Among the most significant were the estab-
lishment of a permanent Air Force organization
chartered to research, establish and maintain objective-
oriented, scientific measurement criteria for use in
the source selection process; the establishment and
maintenance of a glossary of standard logistics terms
and definitions, together with the development of a
compendium of logistics source selection criteria;
the implementation of improvements in current bidders
conferences and the establishment of a Post Contract-
Award Debriefing Conference. In addition, the RFP
must be standardized —to the degree possible —to
treat each major logistics element on a capsule basis,
while providing clear. concise reference to other RFP
sections or volumes upon which the element is depend-
ent. A number of these recommended actions lend
themselves to further AIA involvement and the study
group will be available to lend further assistance.

Spares Pricing

AlA members commented on a proposed Air Force
approach to a policy statement requiring mandatory
separate contract line item pricing of program man-
agemem and support/sustaining engineering efforts
On major weapon system contracts. This approach is
being considered as a means of eliminating the dis-
tortion being experienced in the prices of low value
spares and support equipment when compared with
the intrinsic value of the items. The AIA comments
noted that this Air Force approach would create more
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problems than it could resolve because the separate
line item requirement would, in effect, require the
allocation of such costs to contracts as direct costs. A
number of AIA companies allocate such costs to cost
objectives as indirect costs. therefore any changes in
their practices would cause them to be in non-
compliance with Cost Accounting Standards
requirements.

Since contractors must bid, segregate and price in
accordance with their approved accounting systems,
directing one means of allocation without consider-
ing the effect on other obligations could result in
increased administrative costs, and any major change
in current allocation guidelines could resuit in overbid/
underbid distortions. In view of this situation, it was
recommended that separate line item pricing for pro-
gram management, sustaining engineering or other
such costs not be implemented and that action be
taken to adapt present accounting systems to allo-
cate fair and reasonable costs to spare parts, thus
avoiding the appearance of substantial overpricing
on smalil dollar value orders. In response to this indus-
try reaction, the Air Force planned to test this concept
with two industry companies. AIA members will moni-
tor this activity during 1985.

Field Service Representatives

Concern by senior DoD officials about the depend-
ence of the military services on contractor technical
representatives overseas during periods of hostility
prompted preliminary development efforts on a DoD
directive to control this situation. An AlA report, based
on historical performance of these representatives,
was prepared in rebuttal. At the center of the problem
is the growing dependence on civilians to support
important military systems and concern about the
services' ability to retain civilians during times of
increaced tension and hostilities. Current law does
not aliow the services to require civilians to remain at
their jobs until war is formally declared by the Con-
gress. Although contractor and DoD civilian personnel
have historically been willing to go into a war zone to
work and have proven reliable in that circumstance,
there is concern that essential civilians hired and serv-
ing in peacetime will not be willing to remain in a
potential war zone if the likelihood of warincreases or
if a conflict actually starts.

The AlA report, which covers confiicts from World
War Il to the recent Grenada operation, cited the
thousands of man-months of service by member
company Contractor Technical Field Representatives.
It was noted that no one left before his assignment
rotation was due; in fact, a number of representatives
in Vietnam volunteered to remain after they had com-
pleted their assignment. Copies of the report were
submitted to DoD officials with the hope that it will
close the issue. Additionally, AlA requested an oppor-
tunity to comment on the proposed directive.

Automated Data Exchange

AlA and the Air Transport Association (ATA) have
established a common goal to develop specifications
and standards that will facilitate an automated tech-
nical data exchange between manufacturers and cus-
tomers. The reason for this approach is that the cur-



rent ATA Spec 100 specifications, which are used by
the airlines and airline-oriented manufacturers, call
for technical data and documents to be supplied on
paper, microfilm and/or microfiche. Often these meth-
ods do not take advantage of current computer tech-
nology, e.g.. magnetic tape handoff between sys-
tems. Planned new methods such as magnetic tape
transfer, video disc and optical disc are not currently
included in ATA specifications. Common digitized
media between users or between manufacturers would
reduce costs of future hardware/software systems. A
joint AIA/ATA working group completed a compre-
hensive survey of the members of both arganizations
which indicates that this data interface is technically
feasible and that significant economic benefits can
result from its use. During 1985, the working group
will be involved in a study and evaluation of data
classification and data use reguirements, and it expects
to have data interface standards available by 1987.



AEROSPACE
PROCUREMENT
SERVICE

The Aerospace Procurement Service supports the
business management activities of member compa-
nies in the fields of accounting and financial manage-
ment, contract administration, procurement law, indus-
trial relations, industrial security, materiel management,
patents, proprietary information and small minority
business. The Procurement and Finance Council and
the Industrial Relations, Industrial Security, Materiel
Management and Patent Committees, each com-
posed of senior executives of member companies,
provide experts to initiate actions seeking to improve
business relationships or to resolve problems of mutual
concern to government and industry. The Service
was engaged in these major 1984 activities:

Lump Sum Wage Payments

Starting in 1983, a number of AIA member compa-
nies included in their union wage agreements lump
sum wage payments (LSWP), made annually in lieu
of a general percentage wage increase. The Bureau
of Labor Statistics (BLS) refused to recognize such
LSWP in its published wage indexes, thereby creat-
INng a problem in instances where such indexes are
used as the basis for making economic price adjust-
ments in both government and commercial type con-
tracts. An AlA ad hoc group. established in early
1984 to resolve this issue with regard to current con-
tracts, continued to meet with the Commissioner and
the BLS staff looking to a satisfactory resolution of
this problem.

A second ad hoc group was chartered to look into
the development of a new and unique Employment
Cost Index, which would be specifically tailored for
use in aerospace industry government and commer-
cial contracts providing for economic price adjust-
ments. This group also met with BLS staff personnel
on several occasions. The BLS was asked to submit
to AlA its proposal for developing and maintaining
such an index series; it was to be submitted early in
1985. It was planned to invite airline representatives
and appropriate DoD staff representatives to participate
in this effort prior to making any formal commitments
to BLS. Industry funding for such an index series will
probably be required.

Cost Accounting Standards

The Department of Defense has begun the proc-
esstoestablish, under the DAR Council, an organiza-
tion to deal with the Cost Accounting Standards (CAS)
function. A CAS Policy Group was established to
provide the DAR Council with suggested coverage
regarding revisions to existing standards and lan-
guage for new standards. and to be responsible for
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waivers and exemptions to the standards. In response
to a DAR Council request for comments on the DoD
proposal to institute such an organization, AIA opposed
DoD takeover of the CAS function on the basis that
the entity performing the CAS function must be inde-
pendent of those government activities involved in
the procurement process. Further, constitutional ques-
tions clouded the assumption by DoD of the CAS
function. Notwithstanding the views of AIA and other
associations. DoD was proceeding at year-end to
establish the CAS organization under the DAR Council.
Congressman LaFalce (Subcommittee on Eco-
nomic Stabilization, Committee on Banking, Finance
and Urban Affairs) held hearings in 1984 on the
reactivation of the Cost Accounting Standards Board.
No legislation resulted from these hearings; how-
ever, additional hearings are likely to be held in 1985
on this subject and legislation may result from such
hearings. AIA member companies were unable to
agree on a CAS legislative position in time for the
1984 hearings. thus AlA did not participate. In view of
the likelihood of CAS hearings in 1985, an AlA posi-
tion on CAS legislation has been formulated and AlA
should be able to participate in such hearings.

Automated Security Clearances

In order to reduce the time and effort necessary for
DoD to grant security clearances. AlA, along with the
Defense Investigative Service Clearance Operation
(DISCO). will be conducting a pilot study seeking to
provide on-line security information access between
contractors and DISCO . Itis anticipated that ensuing
direct access programs will allow contractors to obtain
Secret clearances in a matter of days rather than
months

Computer Security

The AIA/DoD Joint Task Group's revision of the
Industrial Security Manual (ISM) Chapter Xl dealing
with computer security was held up pending Presi-
14



dential approval of National Security Division Direc-
tive No. 145. Approved in October, the directive assigns
overall computer security policy responsibility to the
National Security Agency. At year-end, AlAs Com-
puter Security Task Group was working with NSA to
get approval and early implementation of the AlA/
DoD revision.

Communication Security

AlA worked with the National Security Agency to
obtain NSA approval for contractors to encrypt clas-
sified communications. DoD will continue to require
that Data Encryption Standard be used only on cer-
tain “sensitive but unclassified” transmissions and
will make available to contractors some “off shelf”
Top Secret equipment to transmit COMSEC com-
mercial and classified. At year-end, NSA was in
process of developing new high grade COMSEC
encryption devices that will be licensed for manufac-
ture and approved for transmitting classified data.

Automated Access Controls

Technological advances in the field of positive iden-
tification systems provide major cost saving opportu-
nities for employers wishing to control access to their
premises, restricted facilities or other controlled areas.
Through its Security Technology Subcommittee, AIA
was instrumental in forming a CODSIA task group
that will be working with DoD’s National industrial
Security Advisory Committee to develop standards
for new access control equipment and systems.

Electronic Emanation Suppression

As a result of AlA efforts to call attention to the high
costs of indiscriminately applying TEMPEST to unclassi-
fied or Confidential contracts, DoD now requires that
a gualified threat assessment be conducted before
TEMPEST can be imposed and then only on con-
tracts classified Secret or above.

Hazardous Materials Information System

AlA continued to work with the Department of
Defense and its contractors on updating the Hazard-
ous Materials Information System (HMIS). Originally
designed to exchange only heaith and safety work
place and transportation information, the HMIS is
being modified to encompass environmental and dis-
posal information, including pertinent federal and state
laws and regulations. Additionally, system improve-
ments will include establishing an on-line capability
and developing a simplified user's guide.

Personal Compensation

Responding to DoD's request for industry com-
ments and suggestions on how to improve DAR
15-205.6, which concerns the allowability of personal
compensation, AIA proposed to the DAR Councit
revisions that would restore "Total Compensation”
as the reasonableness criterion: define an “Individual
Compensation Element™: preclude disallowance of a
compensation element; and recognize the propriety
of offsetting costs.

Dialogues were established with the Office of the
Deputy Under Secretary of Defense (AM) and Head-
guarters Defense Contract Audit Service (DCAS) to
explain industry's compensation practices, methods
and techniques of evaluation and the use of wage
and benefit cost surveys in determining proper and
competitive compensation programs. As part of this
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ongoing program, AlA planned to meet with staff
members of the House Subcommittee on Legislation
and National Security in order to correct some mis-
conceptions regarding contractors’ compensation
practices stemming from the October 1984 GAO
report Compensation by 12 Aerospace Contractors.

Competition in Subcontracting

Responding to Congressional direction, the Office
of Federal Procurement Policy (OFPP) prepared and
issued a report on Competition in Subcontracting.
AlA contributed informally to the study leading to the
report. In general, the report stated that present prac-
tices and procedures were adequate to provide appro-
priate competition. DoD also examined this subject
and AlA contributed to the DoD study, recommending
acceptance and adoption of the OFPP report.

Foreign Selling Costs

Under the Continuing Resolution for DoD, Fiscal
Year 1985, if the Secretary of Defense certifies that
the allocation of foreign selling costs to domestic
DoD contracts is cost effective, Congress will recon-
sider the law prohibiting such cost allocation at the
time the supplemental appropriations are considered.
AIA wrote to the Secretary of Defense setting forth
cogent reasons why the ailocation of foreign sales
costs to domestic defense contracts is cost effective
and has urged the Secretary to so advise Congress.

SBA/Industry Issues

The Small Business Administration (SBA) and indus-
try identified several key issues in the small business
field. including incentives, subcontracting plans, and
reporting requirements. AlA continued to work with
SBA in seeking to resolve these issues.

Property Accounting Standard

Regulations to implement DoD Property Account-
ing Standards were still in development at year-end.
In informal discussions with cognizant DoD personnel,
AlA indicated that regulations being developed are
not cost-effective. AlA planned to continue these dis-
cussions to seek more equitable regulations.

Federal Procurement Policy

The Competition in Contracting Act (P.L. 98-369),
part of the Deficit Reduction Act, became effective on
July 18,1984 The Actincorporates many provisions
from the Proposal for a Uniform Federal Procure-
ment System and substantially changes the basic
statutes underlying the federal procurement system.
The Armed Services Procurement Act (ASPA) is
amended by adding a statement of Congressional
policy that requires advance procurement planning,
simplifying and streamlining the procurement proc-
ess, promoting use of commercial products, and use
of functional specifications. To implement these broad
objectives, the ASPA was changed to require agen-
cies to achieve full and open competition unless a
statutory exception is met to use other than competi-
tive procedures. Among its major provisions, the Act
Imposes new justification. approval, and notice require-
ments for contracts employing other than full and
open competition: requires appointment of acompe-
tition advocate in each procuring activity: and codifies
the General Accounting Office bid protest process. It
also places sealed bids and competitive proposals on
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par. AlA commented on the proposed implementa-
tion of these requirements.

The Office of Federal Procurement Policy com-
pleted two reports required by Public Law 98-191.
One report, dealing with the DoD spares program,
recommends that Congress continue oversight of
DoD initiated reforms but refrain from immediate leg-
islative action. It further recommends that DoD con-
sider spare parts in acquisition strategies and source
selection procedures. As to industry. the report rec-
ommends warranted conformance to contractual
requirements, complete cost or pricing date, and
increased competition among vendors. The second
report deals with competition in award of subcon-
tracts by prime contractors. This report recommended
early subcontractor participation in the acquisition
process, improvements in contractor purchasing sys-
tems, component breakout. use of award fees where
appropriate, second sources, and emphasis on the
importance of subcontract competition.

The Federal Acquisition Regulation (FAR), which
governs procurement in all federal agencies, became
effective on April 1, 1984. The FAR replaced all other
federal procurement regulations, but may be
supplemented by those agencies having peculiar
needs. DoD. NASA, and GSA have elected to issue
supplements. AlA closely monitored development of
the FAR, particularly agency supplements, and the
effect on the government/industry contractual
relationship.

Air Travel Compensation Act _
AlA continued to press for legislation to provide
appropriate protection for the traveling public as well
as all those engaged in commercial air transporta-
tion. Introduced in the 98th Congress, H.R. 4497
would carry forward into legislation AlA's proposed
concept of providing prompt compensation for the
damaged public and assuring full recovery of dam-
ages. |t would also simplify the allocation of liability
among parties jointly contributing to any catastrophic
incident. AIA will continue to seek Air Travel Com-
pensation Act legislation in the 99th Congress.

Technical Data

The difficulties encountered by the Department of
Defense (DoD) in connection with spares acquisi-
tions led to several bills dealing with technical data
and the rights to technical data under government
contracts. After extensive hearings, two bills were
passed: P.L. 88-577, which governs all federal agen-
cies other than DoD and NASA. and P.L. 98-525,
which deals specifically with DoD and NASA. The
principal requirements of the bills are to define in the
implementing regulations the allocation ot rights to
data developed 100 percent with government funds.
100 percent at private expense. and data developed
with a mixture of government funds and private
expense. The laws require that the regulations define
what comprises “a legitimate proprietary interest”.
Also the laws require that. for items or processes sold
or to be offered for sale to the public. a contractor
need furnish only that data required to maintain and
operate the item or process

In December. through the Office of the Assistant
Secretary for Productivity. Technology and Innova-
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tion in the Department of Commerce, a draft policy
statement for the Administration was developed and
atyear-end was being processed through the various
concerned agencies. The draft appears to be a well
balanced approach to the aliocation of rights to data
under government contracts and, in addition to pro-
viding adequate protection, seeks to take maximum
advantage of the incentives inherentin the ownership
of technical data. At year-end, draft regulations
implementing the laws had not yet been received for
industry review and comment as required by law.

Patents

Legislation enacted by the 98th Congress to improve
the U.S. patent system included protecting semicon-
ductor chips. Defensive patents authorize arbitration
in patent cases and combine the Patent and Trade
Mark Office's Boards of Appeals and Patent Interfer-
ences. Although legislation was introduced that would
authorize retention by all contractors of the rights to
inventions made in the performance of research and
development contracts, it was not enacted; (at pres-
ent only small businesses, universities and non-for-
profit organizations have such authorization). AlIA
will continue to seek such legislation in the 99th
Congress.

Indemnification

The Fiscal Year 1985 Appropriations Act for the
Department of Energy contains provisions under which
actions for damages against government contrac-
tors engaged in nuclear weapons testing activities
must be brought against the government, thus, in
effect, indemnifying such contractors. AIA had sought
broader coverage of indemnification but the law is a
step in the right direction. AlA also continued to press
the DoD and the military services, especially the Air
Force, for broader application of P.L. 95-804 to grant
appropriate indemnification to contractors as to cata-
strophic losses resulting from the performance of
government contracts.

Tax Matters

At year-end, regulations implementing the Eco-
nomic Recovery Tax Actof 1981 (ERTA) and the Tax
Equity and Fiscal Responsibility Act of 1982 (TEFRA)
were in process within the Treasury Department. AIA
continued its close liaison with the Department pend-
ing issuance of the regulations.

In November the Treasury Department issued a
report to the President suggesting a Tax Reform For
Fairness, Simplicity and Economic Growth. The pro-
posal was under study by the Tax Matters Task Group.
Initial impressions caused concern that the Acceler-
ated Cost Recovery System (ACRS) and the invest-
ment Tax Credit (ITC) would be eliminated. There
was additional concern about continuation of the Com-
pleted Contract Method of Tax Accounting.



AEROSPACE
RESEARCH
CENTER

The Aerospace Research Center is engaged in
research, analyses and studies designed to bring
perspective to the issues, problems and policies that
affect the industry and the nation. Its studies contrib-
ute to a broader understanding of the complex eco-
nomic, social and political issues that bear on the
nation's technological and economic status.

During 1984, the Center published a major report
onthe U.S. private, business/corporate and light trans-
portindustry, and completed an internal AlA study of
the possibilities for technical collaboration in the aer-
ospace industry. Work continued on a study focusing
on space commercialization and the need to address
a variety of issues that could, if not satisfactorily resolved,
present barriers to space enterprise. A new project
was directed toward examining the movement of tech-
nology between aerospace and other industries.

The Center began automation of a number of its
continuing Economic Data Service functions. Related
to this was a study project undertaken in an effort to
improve AlA's employment forecasting processes.

Work began, in cooperation with the Office of Pub-
lic Affairs, to develop a helicopter data base.

Center staff assisted in revision of AlA's Trade and
R&D Policies paper for a Congressional audience. A
brochure complementary to the Trade and R&D paper,
U.S. International Trade and Aerospace Exports, was
developed and published.

Assistance was provided to a number of AIA data
gathering and analysis efforts in support of associa-
tion projects: among them a survey examining the
impact of Bureau of Labor Statistics hourly earnings
indexes on aerospace contract escalation clauses.

Private, Business, Light Transport Industry

A Center-published report on The U.S. Private,
Business and Light Transport Aircraft Industry — Its
Development, World Market and Foreign Competition
was developed with the cooperation of the General
Aviation Manufacturers Association; it was the third
ina series of studies looking atsegments of the indus-
try in terms of the impact of foreign competition.
General aviation, the study pointed out, did not share
in the business recovery underway in 1984 for the
rest of the U.S. economy. Sales peaked at 17,811
aircraftin 1978, dropped to 2,691 units in 1983, and
sales growth overall was slow. Despite some posi-
tives for the U.S. industry, including heavy investment
in new technology, a large domestic market and the
trend toward increasing corporate profits and capital
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spending, there are serious competitive threats from
foreign manutacturers.

Technical Collaboration

An internal AlA study, Technical Collaboration in
Industry: Opportunities and Constraints, originated
in the Technical Council and was conducted by the
Research Center. The study evaluated the need for
and potential benefits of R&D collaboration in the
aerospace industry. Itincluded reviews of the interna-
tional competitive position of the industry, the U.S.
antitrust environment for collaborative R&D, collabo-
rative R&D efforts conducted by other U.S. industry
groups and an assessment of industry attitudes toward
R&D collaboration.

Space Commercialization

The Commercialization of Space: Removing Barri-
ers to Opportunity was the subject of an Aerospace
Center study underway in 1984. The purpose of the
study is to summarize for industry some of the poten-
tial and the pitfalls of space commercialization, edu-
cate Congress and other decision makers on impor-
tant space-related issues, and provide AIA and others
with assistance in the development of consistent, timely
policy fostering space commercialization. The proj-
ect involves a look at the development and status of
the various commercial space sectors—communi-
cations satellites, expendable launch vehicles. mate-
rials processing and remote sensing —and at barriers
in these areas. It explores major national concerns,
including the public perception of space accomplish-
ments and space commercialization, lack of orga-
nized political support. and financial and insurance
issues. Major international issues examined included
the development of capabilities among foreign com-
petitors. international cooperation in space. and polit-
ical and legal issues
Technology Diffusion

In cooperation with the Civil Aviation Advisory Group
(CAAG). Aerospace Technical Council. the Aero-
space Research Center began a study. Technology
Diffusion - The Movement of Technology Between
Aerospace and Other Industries. The importance of

high precision. nigh performance. high strength and
low weight requirements in aerospace systems forces
the aerospace industry and its suppliers to develop
Improved technigues to meet those needs at an ear-
lier stage than in other industries where there is no
premium on these factors. After new techniques have
been proven and become common practice in aero-
space. their applicabllity and cost-effectiveness in non-
aerospace applications is often recognized and put
to use This characteristic of aerospace has attracted
many other countries 1o invest in indigenous aero-
space capabilites The ARC/CAAG study will explore
and document technology linkages between aero-
space and other industries. describe the mechanisms
of technology diffusion. and attempt in a number of
case studies to quantify benefits of aerospace tech-
nology diffusion
Employment Forecasts

A 1984 study project involved examination of AlAs
employment forecasting processes with an eye to
future automation of forecasts in the AIA Semi-Annual
Survey of Aerospace Employment The project
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included an analysis of the relationship of aerospace
employment to other key aerospace indicators such
as orders. defense budgets, sales backlog. profits
and investment, and the relationship of aerospace
employment to general economic indicators and to
trends in these indicators.

Economic Data Service

AlA's statistical research and publication activities
are centered in the Economic Data Service (EDS).
which collects and distributes data on various aspects
of the aerospace industry and its relationship to the
national economy.

Compiled by EDS and published in October of
1984 was the 32nd edition of Aerospace Facis and
Figures, the industry’s statistical yearbook. The book
presented data, charts and textin chapters on aircraft
production, missile and space programs. air trans-
portation, helicopter usage. research and develop-
ment, foreign trade, employment, and finance, as
well as a summary chapter profiling the industry in
total and relating it to the national economy and the
federal budget. Time series tables were updated
throughout the book with 1983, or latest available,
data. New in the 1984/85 edition is a series of tables
onindustry orders by product and customer. Another
major change involved replacement in industry sales
tables of the customarily-used Gross National Prod-
uct (GNP) deflator with a government-developed aer-
ospace deflator which better reflects the industry's
rate of inflation. Other additions included expansion
of air transportation data to include world airline traf-
fic and financial data, as well as world fleet data by
region and age of aircraft; R&D data comparing aero-
space expenditures with those of other industries;
and construction of a 35-year time series relating
aerospace industry sales to GNP, the federal budget,
and defense outlays.

Stocks of the 1983/84 edition of Facts and Figures
were depleted by the middle of 1984 and printing of
the latest edition was increased to the largest run
ever, in response to heavy demand from industry
analysts and planners, government staff, the press,
consultants and academic researchers.

Interim reports of data collected by EDS were
released throughout the year in more than two dozen
statistical series distributed to six separate mailing
lists, addressing general industry activity, employ-
ment, aircraft production, foreign trade, and DoD
and NASA contracts, obligations and outlays. Added
to the general economic grouping was a quarterly
financial series presenting aggregated income state-
ments and balance sheets for companies classified
by the U.S. Bureau of the Census as aerospace man-
ufacturers. EDS also distributed several reports from
other data sources which examined aerospace-related
subjects in depth beyond that available through its
regular statistical series

Selected DoD budget documents were publicized
and made available in limited quantities on a first-
come basis.

EDS became more involved in 1984 in industry/
government working groups seeking to construct or
improve aerospace-related data bases At the request
of the FAA. EDS was coordinating an industry effort.
with the Office of Public Affairs. to develop the AIA
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Directory of Helicopter Operators into a data base on
the size, composition, and distribution of the U.S. civil
helicopter fleet. Related to this project was EDS
participation in a data base subcommittee working
under the auspices of the Transportation Research
Board, which was working towards the sharing of
historical records, forecasts. and methodology in the
deveiopment of production and fleet data bases and
consensus forecasts for helicopters, business jets,
and turboprop aircratft.

Eleven AIA member companies complied with
annual federal reporting requirements on energy con-
sumption by submitting data and narrative to EDS,
which, acting as a registered sponsor for the Indus-
trial Reporting Program, filed an aggregated report
with the Department of Energy.

EDS continued to work with the Bureau of the
Census to improve federal statistics on the aerospace
industry through better coverage and more precise
survey definitions. A decision was made by Censusin
1984 to discontinue a quarterly series on orders,
sales. and backlog of aerospace manufacturers, in
view of the voluntary nature of the survey and the
poor participation rate. As a result of a positive response
to an EDS survey querying data users on the value of
the series. an arrangement was reached between
AJA and Census for association sponsorship of a
successor survey, with similar format providing con-
tinuity of data, and annual mandatory reporting require-

ments promising greater timeliness and reliability of
results.
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AEROSPACE
TECHNICAL

COUNCIL

The Aerospace Technical Council, the industry's
senior technical body, is chartered to focus on the
realities, complexities and uncertainties relating to
high technology systems development. It acts to detect
changesin afast-paced environmentand to commu-
nicate the industry perspective to key policy levels. Its
responsibilities cover the research, engineering, devel-
opment, test and safety aspects of aircraft, missiles
and space vehicles. The Council directs the activities
of two divisions, which manage 13 committees and
oversee a large number of working level technical
project groups. Major Technical Council activities of
1984 included:

Aerospace Technology for the 1990s

Early in the year, AlA released a major study
conducted by the Aerospace Technical Council entitled
Aerospace Technology for the 1990s. Fostered by
the decline in competitiveness of U.S. aerospace prod-
ucts in the international marketplace, the study con-
sidered how to reverse the trend. It focused on
advanced technology and the potential gains that can
be realized in the 1990s generation of aerospace
products through bolder national efforts. The study
was widely distributed throughout industry, to gov-
ernment policymakers and to universities. AIA pro-
duced and distributed a 22-minute color video tape in
which Aerospace Technical Council members dis-
cuss the issues and study recommendations.

The main thrust of the “Tech '90s" study was to
identify those emerging technologies that offer poten-
tial for large improvements in the cost and perform-
ance of future aerospace systems—in other words,
those that promise the highest payoff for national
defense and aerospace industry competitiveness. The
bottom line of the report is that a stronger focused
national effort on the key technologies for the 1990s
must be aggressively pursued now to insure that the
United States will maintain a position of product supe-
riority in the worldwide aerospace marketplace, and
that without such effort, the U.S. position will continue
to erode.

R&D Collaboration

A second thrust of the “Tech '90s” program was to
examine whether and how technical collaboration
among aerospace companies might be advantageous.
By mid-year, there seemed to be a consensus that
the time had come for R&D collaboration, particularly
at the basic "tools of the trade” level. By fall, a major
effort was underway to identify key candidates for
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collaboration and a basic concept for approaching
the subject was formulated. it was agreed that AlA
would act as a catalyst to identify opportunities and
needs and to serve as an information source. but
would not act in an operating role, and that the busi-
ness format and technical approach of particular proj-
ects would be determined outside of AlA. At year-
end, about a dozen potential projects were being
refined in the materials, aeromechanics and elec-
tronics disciplines.

Space Station Study

A team composed of members of the ATCouncil
Ad Hoc Space Group and the International Council
Space Committee was chartered to determine how
best to achieve international participation while meet-
ing U.S. objectives in the development and deploy-
ment of the space station. The group, through a study,
identified major issues needing resolution, including
the character of international participation in devel-
opment, operation and use of the space station; the
extent of international participation in space station
system definition studies; the protection of proprie-
tary information, processes and material; common
practices for design, development, quality and safety
requirements, and configuration controi. The impact
of technology transfer on international participation
was recognized as a potential problem.

The AlA study acknowledged the need for interna-
tional participation and established industry positions
and recommendations for subsequent discussion with
NASA. In particular, AIA urged the early resolution of
the character and specifics of international participation
and the establishment of mechanisms to address
such decisions. A primary objective must be the nego-
tiation of acceptable roles for foreign participants while
at the same time effectively augmenting a basic U.S.
program with minimum adverse impact on the tech-
nological and resource investments by NASA and
the supporting U.S. aerospace industries. The study
was approved by the AIA Executive Committee in
September 1984 and forwarded to NASA.

DoD Computer Standards

The Joint Logistics Commanders of the military
acquisition commands noted that numerous com-
puter standards and data item descriptions were
conflicting and initiated a joint effort to develop a
complete, consistent tri-service set of computer stand-
ards. The standards were issued for industry review,
resulting in an extraordinarily large number of com-
ments. The government plans to issue the standards
in early 1985 while industry will seek a commitment
by the government to address eight primary issues
which need resolution. These issues include require-
ments for a software development file. recognition of
tailorability in the standard. and the mismaich with
Ada, the DoD computer language program. Second-
ary issues also needing to be addressed in the revi-
sion include the interrelationship between the
embedded computer software standard and the soft-
ware quality assurance standard. and the need for
computer security measures. To assure proper imple-
mentation of the standards, industry suggested that
DoD establish an appropriate training program for
procurement officers located at contractor plants since
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they will be responsible for the review of embedded
computer programs.

Streamlining Acquisition Requirements

Through a series of briefings given between
mid-1983 and the end of 1984. industry convinced
the Office of the Secretary of Defense to institute
several contracting reforms. These reforms. which
centered around excessive and premature applica-
tion of specifications, were incorporated in a DepSecDef
memo dated January 11, 1984, The Revamped Acqui-
sition Improvement Program (AIP) initiative No. 14, a
streamiining measure. could prove to be the most
beneficial defense acquisition improvement in two
decades. since it eliminates unnecessary and
counterproductive requirements imposed on solici-
tations or contracts.

DepSecDet William H. Taft IV cailed AIP No. 14 a
“revolutionary initiative,” adding that in the past DoD
prematurely imposed thousands of detailed speciti-
cations, meaning that DoD either had to modify the
specifications or constrain the contractor's design
flexibility: both alternatives added to the cost and nei-
ther improved the quality. Taft said: “We pltanto . .. no
longer tell the contractor how to build a weapon sys-
tem: we tell him what the equipment mustdo ... while
the final decision on requirements will be made by the
DoD program manager. we have freed the contrac-
tor to draw on the full technical ingenuity and produc-
tivity of his company.”

The military services selected 12 major programs
to provide the leadership necessary to apply the initia-
tive to all new detense programs. DoD Directives,
DoD FAR Supplements and MIL-HDBK-248B have
been drafted in harmony. These documents will pro-
vide strengthened policy, regulations and guidelines.

Airport/Airways improvement Program

The National Airport System (NAS) Plan is a com-
prehensive plan for modernizing and improving air
traffic control and airway facilities services through
the year 2000. First published in 1981 and updated in
1983 and 1984, the plan is directly linked to the
funding authorizations in the Airport and Airway
Improvement Act of 1982 Fiscal Year 1985 authori-
zations are at the $2 billion level. The NAS plan will
provide gains in safety. capacity. productivity and
economy through higher levels of automation, con-
solidations of major facilities. and applications of new
and lower cost technologies in telecommunications.
Monitoring the NAS plan implementation is the respon-
sibility of the Civil Aviation Advisory Group (CAAG]) of
the ATC's Aviation Division

Transport Cabin Safety Legislation

The subject of passenger safety and survival in
transport airpiane cabins received considerable atten-
tion on the part of several Congressional commit-
tees. the National Transportation Safety Board. air-
crew union groups and consumer advocates
Congress was highly critical of the Federal Aviation
Admimistration s lack of progress mn implementing
what Congress considered to be necessary improve-
ments in cabin safely standards The FAA reported
monthly progress to the House Subcommittee on
Aviation. Committee on Pubhc Works and Transpor
tation onchild restraints flammabiiity for aircraft seat
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cushions, floor proximity emergency escape path
marking, airplane cabin fire protection. class D cargo
compartment/improved liners, protective breathing
equipment, cabin materials flammability standard.
upgraded medical kits. anti-misting kerosene. pas-
senger seat safety standards. improved flight cabin
crew emergency communication, fire protection sys-
tem with total flood concept. evacuation of smoke
from cabin and improved life vest. New rules were
published on aircraft seat cushions and emergency
escape path marking. AIA member companies and
specialist groups supported NASA and FAA research
programs in these areas, and provided industry posi-
tions on regulaiory changes as a result of these activities.

New Helicopter Engine Ratings

An AlA project group from the turbine engine and
helicopter industries developed more realistic power
ratings for use in multi-engine helicopters when oper-
ating under one-engine-inoperative conditions. The
new rating structure will better match the engine capa-
bilities with the helicopter short-field aerodynamic
needs. The current Federal Aviation Regulations rat-
ings severely limit the engine power available, and
hence the allowable gross weight of the helicopter.

The revised rating system recommended by AlA
will permit increased productivity in heHcopter_s and
will encourage their use at smaller heliports wnho_ut
degradation of overall safety or reliability. AIA su_bm{t—
ted a petition for rulemaking to the Federal Aviation
Administration and requested revisions _to the Fed-
eral Aviation Regulations to permit engine and air-
craft certification to these new ratings as an alterna-
tive to the current requirements.

Metal Parts Painting

California South Coast Air Quality Management
District (SCAQMD) for air pollution regulations man-
dated that manufacturers in California reduce organic
emissions during the painting of metal parts. whether
for general or aerospace hardware. Since no paints
exist that meet both DoD specifications for painting
military or aerospace hardware and SCAQMD rules,
no aerospace hardware can be primed or top-coated
in Southern California after January 1, 1985. At least
two companies worked to develop water-reduced
coatings, while other companies attempted 1o solve
the problem by using so-called “exempt” solvents.
The Department of Defense has not moved rapidly
enough to revise existing specifications or develop
new ones to meet the timetable. The Environmental
Protection Agency began enforcing federal air pollu-
tion regulations regarding painting of manufactured
parts in New York State; expected federal and state
enforcement in other areas of the country will affect
many AlA companies, their suppliers and subcon-
tractors.

AlA has worked to review the problems. develop
new or revised specifications and coordinate with
manufacturers and military services for release of
suitable specifications that meet DoD corrosion require-
ments and air pollution regulations. An AlA project
group tested candidate primer samples, but until a
technical solution can be found companies are exposed
to individual negotiations with regulatory bodies
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Microelectronics
AIA compiled a semi-annual Minimum List of
Microcircuits for Standardization. Prepared for the
Defense Electronics Supply Center, the list represented
AIA recommendations of microcircuits that should
be made standard for new military electronic equip-
ment designs. Such standardization was accomplished
by including the microcircuits in MIL-STD-1562.
Aircraft Structures
AlA structures specialists completed review of two
documents that will be combined into a MIL-PRIME
Specification for Aircraft Structures. The first, an Air
Force draft, addressed damage tolerance and dura-
bility requirements for metallic primary structures.
The second. a Boeing/Northrop draft report developed
under Air Force study contract. defined damage tol-
erance design requirements for composite structures.
In addition to a series of workshops held with the Air
Force. at which AIA offered advice and guidance.
extensive comments and recommendations were for-
mally submitted and they will be incorporated into the
specification. The resulting MIL-PRIME document will
replace a number of existing aircraft metallic struc-
ture specifications. include composites and define
requirements for design, performance, development.
quality assurance and verification necessary to achieve
needed structural integrity in one tailorable specifica-
tion. It will also bring structural integrity requirements
up to date. since many of the specifications being
replaced have not been revised in years.
Technology Export Controls
The Aerospace Technical Council and the Interna-
tional Council, working through the industry Coali-
tion on Technology Transter, continued to provide
aerospace industry comments and recommenda-
tions to the Congress and Departments of Commerce
and Defense regarding export control regulations
proposals and the proposed Export Administration
Act AlA participated in a classified joint government/
industry panel which discussed the spectrum of tech-
nology transfer issues as part of the Institute of Elec-
trical and Electronics Engineers Eascon 84
Conference.
AlA Standardization Initiatives
In response to the AIA Board of Governors stand-
ardization policy resotution. which called for improved
coordination nationally and enhanced U.S. leader-
ship internationally. AIA prepared a draft plan of objec-
tives and tasks to implement the Board's directive.
The thrust of the plan was to identity key standardiza-
tion areas of concern to industry and to establish
mechanisms for improved communications and coop-
eration toward achieving stated industry goals. In
addition to review by AIA management committees
and Corporate Standardization Interface (CSI) rep-
resentatives from AIA companies. the plan will be
coordinated with selected U S organizations involved
In aerospace standardization
A key element toward achieving improved com-
munications and coordination on industry standardi
zation 1ssues was a direclory, completed in 1984
contaming more than 2 000 dentified representa
fives from AIA member companies serving on more
than 250 committees All CSI representatives con
tributed to this effort
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AlAs standards development activities included pub-
lication of 71 new and revised National Aerospace
Standards on such products as numerically controlied
drilling machines, electric wire splices. aluminum coat-
ings and numerous types of aerospace fasteners.

A National Aerospace Standards Committee (NASC)
project identified and prioritized more than 100 met-
ric standards for typical parts that will be required to
support future metric aerospace systems. Develop-
ment of these parts standards has been backiogged
pending availability of NASC resources.

International Standardization

In the international standardization area, AIA con-
cluded an agreement with AECMA, the association
of European aerospace manufacturers, to harmo-
nize future standards. Benefits of this cooperation
included avoidance of potential technical barriers to
trade and enhanced influence in ISO and NATO.
Initially, the joint review of AIA and AECMA standards
focused on fastener standards. The NASC reviewed
nearly 20 AECMA standards under the reciprocal
agreement. The program will be reviewed for pos-
sible expansion into other areas of mutual interest.

As a further step towards international communi-
cation, AlA hosted a five person delegation of aero-
space standardization experts from the Peoples Repub-
lic of China. The group included the director and staft
members of the China Aviation Research and Stand-
ardization institute (CARIS) and a representative of
the Ministry of Aviation industry. During their visit with
AlA and subsequently with three member compa-
nies, the Chinese gained an understanding of the
U.S. aerospace standardization system and the role
played by AlA nationally and internationally.

The 27th plenary meeting of the international com-
mittee for aerospace standardization, Technical Com-
mittee 20 of the International Organization for Stand-
ardization (ISO/TC 20), was scheduled for April 1985
in Ottawa. Canada. Standardization managers and
technical experts from the major aerospace produc-
ing nations of the world are expected to participate.

U.S. Aerospace Metrication

An AlA survey assessed the aerospace industry's
readiness to design and produce metric aerospace
systems and the appropriateness of the industry’'s
non-advocacy “informed readiness” posture. Among
survey findings to be analyzed by AIA for possible
association action are: members generally supported
a non-advocacy position and favored voluntary met-
ric transition paced by product requirements: mem-
bers  experience in producing all-metric and hybrid
aerospace products continued to grow: members
anticipated relatively minor delays and cost increases
associated with metric systems production; and mem-
bers identified the insufficiency of metric standards to
support design and production as the most signifi-
cant aerospace metrication problem
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INTERNATIONAL
SERVICE

The International Service is the AlA staff arm that
functions with the International Council to provide
guidance, coordination and policy recommendations
on international issues affecting the commercial and
military interests of the industry.

The year 1984 was marked by disparate Congres-
sional and Administration actions on trade issues. Of
30 principal issues which the International Council
identified in 1984 as warranting prime attention, 13
showed significant progress to the advantage of the
aerospace industry while 17 will remain in 1985, in
addition to any new issues that develop. The issues
can be divided into four main categories: export pro-
motion, export controls, defense trade and export
financing.

Export Promotion

The area of greatest progress was clearly export
promotion, marked particularly by Congressional pas-
sage of the Foreign Sales Corporation (FSC) as a
substitute for the Domestic International Sales Cor-
poration. Late in the year, the Internal Revenue Serv-
ice formulated temporary regulations covering the
formation of FSC's. Endorsed by the U.S. Treasury
as a positive elementin U.S. export trade, the FSC bill
embodied provisions with positive financial implica-
tions for many companies.

The Council joined the Department of Commerce
in sponsoring. for the first time, seminars on market-
ing in India and the Peoples Republic of China. The
seminars were warmly received by the aerospace
industry. AIA and Commerce planned to stage a third
seminarin April 1985 on marketing in Indonesia and
the Pacific Basin.

AlA supported the trade reciprocity provisions initi-
ated by Senator Danforth and the Generalized Sys-
tem of Preferences. which facilitates trade for less
developed countries. AIA opposed proposals to leg-
islate percentage thresholds for the incorporation of
American-made parts in foreign-built automobiles sold
in the United States. since such a protectionist move
could lead to trade retaliation by foreign countries.
The provision failed in the 98th Congress.

The International Council undertook joint efforts
with the Aerospace Technical Council to map out
recommendations to the National Aeronautics and
Space Administration on international participation
in the development of a space station. It also expanded
communications between the Department of Com-
merce and industry by providing a channel for regu-
lar distribution to member companies of information
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from U.S. missions abroad that is of direct interest to
the industry.

Aforeign assistance bill and a foreign corrupt prac-
tices act must await action in 1985. Also expected in
1985 are increased efforts to reorganize the trade
functions of the government under the umbrelia of
the Department of Commerce. Additionally, there
are prospects of initiatives to launch a new round of
talks on the General Agreement on Tariffs and Trade
and to give substance to free trade arrangements
with Israel and Canada.

Export Controls

After seven years of work and debate. a revised
version of the International Traffic in Arms Regula-
tions (ITAR) was released to the public by the Depart-
ment of State late in 1984. Over the years, AlA has
submitted recommendations on ITAR to the State
Department and reviewed the proposed final docu-
ment line by line with a senior official of the Office of
Munitions Control. Many of AIA's proposals were
accepted and incorporated in the regulations, effec-
tive January 1, 1985,

Similarly, AlA reviewed the changes proposed by
the Department of Commerce in the regulations
governing distribution licenses. The first version of
the revised regulations, released in early 1984, caused
industry concern because of its expanded scope.
Subsequent efforts by AIA and other associations,
individually and jointly through the Industry Coalition
on Technaology Transfer, resulted in substantial
changes and a much improved document. AlA also
addressed proposed Department of Commerce
changes in regulations on the control of technical
data, again working through the Industry Coalition
on Technology Transfer.

Failure to renew the Export Administration Act was
a distinct disappointment. Despite efforts by AIA and
other industry elements to fashion an act acceptable
to industry, Congress was unable at the end of the
98th Congress to muster sufficient support to pass a
compromise. The version of the actdrafted at the end
of 18984 would have met industry's aims: it is likely to
be a model for renewed industry efforts to obtain a
replacement. Two disparate issues proved the most
troublesome in lastyear's Congressional debate over
the renewal: a proposal to legislate a larger role for
the Department of Defense in export license approv-
als and proposed constraints on transactions with
South Africa.

The matter of technology transfer again demon-
strated its complexity and scope. AIA worked with
other industry representatives to persuade the Depart-
ment of Defense that a special DoD ettort to secure
the reverse flow of technology from Europe was not
necessary since American companies carry on daily
efforts through commercial channels to obtain
technologies from Europe. DoD's interest in this sub-
ject appeared to be blunted at year-end.

AlA recognized the U.S. government's concerns
about technology flows, not only to the United States
but more importantly out of the country. but AIA
contended that such flows cannot be stopped. merely
slowed. AIA soughtto convince the government that,
in its efforts to control presumed critical technologies.
it should concentrate on controlling the emerging
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technologies and. in turn. release controis on prod-
ucts and older technologies. AlA sought to Impress
upon the government that sophisticated technologies
are available abroad and their availability should be
weighed in the processing of U.S. export licenses.

AlA continued its efforts to effect two structural
changes in the government: the establishment of a
Technical Advisory Committee (TAC) on Trade for
the transportation sector and the improvement of the
government's systems and staffing in order to accel-
erate the processing of export license applications.
The establishment of the TAC was stalled by the
absence of the necessary legal underpinning previously
found in the expired Export Administration Act.
Defense Tradée

The year ended without indication that Congres-
sional elements would again seek to reinstate "Buy
America provisions which in the past had caused so
much resentment among NATO allies. AlA opposed
such provisions with respect to specialty metals
because of the damage they could do to the U.S.
defense trade with allies In another arena of NATO
Cooperation. the NATO Industrial Advisory Group,
the U.S succeeded ininstalling a U.S. industry repre-
sentative as vice chairman for the first time.

The United States engaged in discussions with its
NATO allies to spur cooperation linked to 11 so-called
“emerging technologies around which the U.S. hoped
10 wrap additional cooperative efforts. The NATO
Committee of National Armaments Directors adopted
the 11 technologies. but the Independent European
Program Group developed an expanded list to which
the U.S offered countersuggestions. The discussions
continue and the U S. government is anxious to give
them a positive tone in order to encourage alliance
Cooperation.

Both defense and commercial trade became
entangled in the issues of offsets. barter and
Countertrade. An amendment to the Defense Pro-
duction Act by Congressman Bruce F. Vento requires
the President to submit to the Congress— within 18
months after April 17. 1984 —a report on the impact
of offsets on defense preparedness. industrial
competitiveness employment and trade. in a parallel
action. the International Trade Commission (ITC) pro-
posed a second study to assess the effects of barter
and countertrade transactions on U.S. industry. The
thrust of the Vento amendment is military. but the ITC
proposal covers both military and civil transactions.

The Defense Policy Advisory Committee on Trade
ook a leading role in reviewing these two surveys.
presenting to the government industry's concerns
over the scope. the overlap and the nature of the
questions asked AlA recommended to the Office of
Management and Budget (OMB) that the govern-
ment effort focus on the statutory requirement of the
Vento Amendment. after which a determination could
be made whether a second survey would be needed
AlA pointed out not only the administrative burdens
INherent in a double reporting requirement but the
amount of time that would be necessary to assemble
the information desired OMB finally decided to com-
bhine the two proposals in an ITC model. which was
published in the Federal Register in December 1984
Ultimately. such surveys can stimulate addihional hear-
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ings and debate in Congress on the issues of offsets,
barter and countertrade.

AlA sought better arrangements for consultation
between industry and government on the formula-
tion of memoranda of understanding with foreign
governments and the easement of a government
requirement for mandatory advisory opinions before
companies undertake arms sales discussions with
foreign governments or industry representatives. In
neither case did 1984 produce substantive changes.

Export Financing

There was little progress during the year toward an
international agreement to regulate the financing of
export sales in commercial transport aircraft. The
U.S. supports an agreement that will embrace mar-
ket rate and market term as the bases for arranging
financing and remove export subsidies as an element
in the determination of a sale. On the European side,
the negotiating participants were expanded to include
the European community rather than just the princi-
pal manufacturing countries. The outlook for an agree-
ment remained clouded -at year-end.

For the first time, the Export-lmport Bank guaran-
teed the lease of transport aircraft to a foreign nation.

AlA conducted explorations during the year on the
possibilities of arranging financing for the export of
aerospace defense products, but the results were
inconclusive.
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OFFICE OF
CIVIL AVIATION

The Office of Civil Aviation coordinates AlA efforts
related to problems that have significant effect on the
civil aviation community. It works closely with domes-
tic and international agencies and other elements of
the aviation community on common interest issues,
and serves as a focal point for matters pertaining to
manufacture of civil aircraft, including commercial
transports, business jets and helicopters.

In early 1984, AlA outlined a full program for revi-
talization of U.S. market competitiveness in a paper
entitled Trade and R&D Policies: An Aerospace Indus-
tries Association Proposal. This paper recognizes the
problems facing the United States in international
competition with foreign government-supported man-
ufacturers, eschews approaches to the problem that
mimic those of other nations or are protectionist and
proposes long-term policies encouraging exports and
investment in R&D. The Office of Civil Aviation
spearheaded the effort to communicate this position
to the Executive Branch of the government including
the Departments of Commerce, Defense, Treasury,
State and Transportation as well as the Office of the
U.S. Trade Representative.

Late in 1984, the Office of Civil Aviation updated
the trade and R&D policies studies to acknowledge
actions taken on specific recommendations during
the year. With the help of the AlA Office of Legislative
Counsel and member companies, it initiated a pro-
gram to communicate AlA's position to the 99th
Congress.

The Office of Civil Aviation coordinated AlA activi-
ties in many other areas affecting civil aviation, includ-
ing the transfer of certain CAB functions to the Depart-
ment of Transporation after sunset: continued
negotiations on the GATT Aircraft Agreement and
the OECD Standstill and Commonline agreements,
and matters related to FAA assistance of industry
abroad.
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OFFICE OF
LEGISLATIVE
COUNSEL

The Office of Legislative Counsel is responsible for
communicating to AIA members the status of legisla-
tive matters directly affecting the industry, while at the
same time transmitting industry’s views to members
of Congress.

In 1984, AIA worked with several industry coali-
tions addressing such issues as Department of Defense
procurement reforms, amendments to the False Claims
Act, contracting-out of government commercial activi-
ties to the private sector, and re-authorizing and
amending the Export Administration Act. On behalf
of the association, the Legislative Office worked with
AlA staff and member companies to prepare testi-
mony on DoD contractor warranties, indemnification
of government contractors, reform in DoD'’s acquisi-
tion of spare parts, and NASA's Fiscal Year 1985
aeronautical research and technology budget.

In addition, letters or position papers were submit-
ted for the record of Congressional hearings on increas-
ing competition in government procurement, enact-
ment of the Foreign Sales Corporation (as a
replacement for the Domestic International Sales Cor-
poration), the reauthorization of the Defense Produc-
tion Act, extension of the 25 percent incremental
research and development tax credit, continuation of
aviation statistic collection after sunset of the Civil
Aeronautics Board, and the FY 1985 security assist-
ance budget.
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OFFICE OF
PUBLIC AFFAIRS

The Office of Public Affairs is responsible for
informing the public of the goals and accomplish-
ments of the aerospace industry in support of national
security, space research, technological leadership,
civilaviation, commerce. international trade and other
matters. In fulfilling these responsibilities, the Office
maintains liaison with and provides support for the
Public Affairs Council. composed of public affairs
executives of AIA member companies, and provides
support as required for the public affairs activities of
member companies Washington offices. The Office
also maintains liaison with public affairs offices of
government agencies and trade associations that have
responsibilities in aviation and space matters.

Publications

AlA's principal public affairs outlet, the quarterly
publication Aerospace. continued to cover diverse
subjects concerning industry activity and the activi-
ties of government agencies involved in aerospace
matters. Among major articles published in 1984
were the annual aerospace industry review and fore-
cast: a special report on the readiness of the U.S.
armed forces: a summary of AlA's proposal on trade/

research and development policies and the associated
Aerospace Technology for the 1990s plan: and a
definitive report on the outlook for commercialization
of space. Aerospace also featured signed articles by
General James P. Mullins, then commander of the
Air Force Logistics Command, on the need for greater
public support of the military-defense industry com-
plex: by Mallinckrodt Professor of Economics Dr.
Murray P. Weidenbaum. who offered a strategy for
reasserting American leadership in free trade: by Dr.
Roland W. Schmitt. senior vice president for corpo-
rate research and development, General Electric Com-
pany, on technology transfer and national security:
and by Malcolm T. Stamper, president, The Boeing
Company. on productivity initiatives essential to
renewed U S competitiveness in the international
trade arena.

Continued as public affairs projects were the publi-
cations A/A Quarterly Digest. the AIA Annual Report
and Key Speeches. a reprint service calling attention
to speeches of particular importance or special inter-
est made by government officials and industry execu-
tives. Key Speeches published in 1984 included one
on Fast West Relations, by Max M. Kampelman.
Ambassador and Chairman of the U S Delegation to
the Madrid Conference on Security and Cooperation
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in Europe, and A Partnership for Defense, a discus-
sion of the military/industry relationship in defense
production, by General James P. Mullins.

The Office of Public Affairs also published and dis-
tributed the 71984 AIA Directory of Heliports and
Helistops, which details the types, numbers and loca-
tions of rotary wing facilities available in the United
States, Canada and Puerto Rico. and the 1984 Direc-
tory of VTOL Aircraft, which lists specifications and
status of helicopters and other VTOL aircraft in oper-
ation, in production or in research and development.

Editorial assistance was provided to the Aerospace
Research Center for the 1984/85 edition of Aero-
space Facts and Figures, the economic reference
book of the aerospace industry. It was published
under along-standing agreement with Aviation Week
and Space Technology, which handles promotion
and commercial distribution.

The Office also provided editorial assistance to the
Aerospace Technical Council and the Aerospace
Research Center in dissemination and promotion of
the Aerospace Industries Association position paper
on Trade and R&D Policy and the companion publi-
cation, Aerospace Technology for the 1990s.

Special Projects

The Office arranged and coordinated two meet.
ings of the AIA Public Affairs Council, the spring
meeting in Washingten, D.C. and the fall meeting in
Los Angeles, California.

The Office also hosted on a regular basis a series of
meetings with Washington representatives of AIA mem-
ber companies to discuss industry public affairs activi-
ties and problems and. at some of the meetings, to
introduce key government public affairs officials ang
media executives.

Additionally, the Office arranged a num ber of back-
ground interviews with senior AlA officials for report.
ers from major publications to broaden their under-
standing of industry’'s concerns and its positive efforts
in the area of government procurement. The Offigg
also initiated a program of informal discussiong on
'ssues of mutual concern between members of thg
Public Affairs Council and the staff of the Assistant
Secretary of Defense for Public Affairs.

A December luncheon sponsored by the Mid-East
Region of the Aviation Space Writers Association fea.
tured AIA President Harr and his annual Industry
review and forecast. The luncheon drew some 250
attendees, including more than 100 Washingtop, edi-
tors and correspondents, and resulted in Substantig
media coverage.
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TRAFFIC AND
TRANSPORTATION
SERVICE

The Traffic and Transportation Service is a guid-
ance and coordinating point for the transportation
management segment of the aerospace industry. As
such, it serves as a medium for exchange of views on
government regulation of military and commercial
transportation. The service provides staff representa-
tion before government agencies and carrier organi-
zations concerned with both domestic and interna-
tional transportation issues. Providing specific direction
for these representations is the responsibility of the
Traffic and Transportation Committee, aided by the
Rate and Classification Subcommittee and select task
groups concerned with exportand import regulation,
the transportation of hazardous material and toxic
waste. business travel, Department of Defense trans-
portation regulations and carrier liability issues.

Of principal concern during 1984 were new U.S.
Customs procedures related to the export of critical
technology and the harmonization of U.S. tariff sched-
ules with the provisions of the Civil Aircraft Agree-
ment The Committee maintained an active dialogue
with Customs and the International Trade Commis-
sion concerning these issues.

Legislation to extend antitrust immunity o the travel
industry was actively opposed by the Service working
in conjunction with the National Industrial Transpor-
tation League and the National Passenger Traffic Asso-
ciation. The legislation. if enacted, would have contin-
ued the practice of barring business travel interests
from receiving compensation for providing services
to airlines to offset administrative expenses.

Working through the task group structure, the Com-
mittee continued surveillance of regulatory propos-
als and changes related to transportation of hazard-
ous materials.

The Rates and Classification Subcommittee. the
permanent subcommittee of the Traffic and Trans-
portation Committee. continued its surveillance of
carrier rate and rule changes considered detrimental
to aerospace interests. The subcommittee is prima-
rily concerned with Interstate Commerce Commis-
sion rulemaking proceedings involving surface trans-
portation. When AlIA action was warranted, this
subcommittee assembled the necessary facts and
data to permit appropriate representation. During 1984,
the Interstate Commerce Commission conducted a
series of rulemaking proceedings concerning oper-
ating authority and performance. carrier liability and
freight classification. These proceedings were con-
tinually under review by the Traffic and Transporta-
tion Committee
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AIA KEY TELEPHONE NUMBERS
(Area Code 202)

President 429-4611
Vice President/Secretary 429-4620
Treasurer 429-4631
Aerospace Operations Service 429-4621
Aerospace Procurement Service 429-4625
Aerospace Research Center 429-4683
Aerospace Technical Council 429-4685
Civil Aviation 429-4626
International Service 429-4644
Office of Legislative Counsel 429-4669
Office of Public Affairs 429-4656
Traffic and Transportation Service 429-4652
General Counsel 861-7810
Information 429-4600

AEROSPACE INDUSTRIES ASSOCIATION
OF AMERICA. INC.

1725 De Sales Street. N W . Washington. D C. 20036
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MEMBERS

Abex Corporation
Aerojet-General Corporation
Aeronca, Inc.
Allied Corporation
Atuminum Company of America
Avco Corporation
The Boeing Company
Colt Industries Inc.
Chandler Evans Inc.
Menasco Inc.
Delevan Corporation
Criton Technologies
E-Systems, Inc.
Ex-Celi-Q Corporation
FMC Corporation
The Garrett Corporation
Gates Learjet Corporation
General Dynamics Corporation
General Electric Company
General Motors Corporation
Allison Gas Turbine Division
The BF Goodrich Company
Goodyear Aerospace Corporation
Grumman Corporation
Hercules incorporated
Honeywell inc.
Hughes Aircraft Company
IBM Corporation
Federal Systems Division
ITT Defense Space Group
ITT Aerospace/Optical Division
ITT Avionics Division
ITT Defense Communications Division
ITT Federal Electric Corporation
ITT Gilfillan
Kaman Aerospace Corporation
Lear Siegler. Inc.
Lockheed Corporation
LTV Aerospace and Defense Company
The Marquardt Company
Martin Marietta Aerospace
McDonnell Douglas Corporation
Morton Thiokol, Inc.
Northrop Corporation
Parker Hannifin Corporation
Pneumo Corporation
Cleveland Pneumatic Company
National Water Lift Company
Precision Castparts Corporation
Raytheon Company
RCA Corporation
Rockwell international Corporation
Rohr industries. inc.
The Singer Company
Sperry Corporation
Sundstrand Corporation
Teledyne CAE
Textron inc.
Bell Aerospace Textron
Bell Helicopter Textron
HR Textron Inc
TRW Inc
United Technologies Corporation
Western Gear Corporation
Westinghouse Electric Corporation
Energy & Advanced Technology Group
Wyman-Gordon Company

AFFILIATES

Associated Aerospace Activities. Inc
British Aerospace Inc

Commerce Overseas Corporation
Eastern Aircraft Corporation
National Credit Office. Inc

U S Aviation Underwriters inc
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