‘ ] ’7 :=v".~f“-,1'! e RegisnY

Approved Ffr Release 2003/03/06 : CIA-RDPSOBO1676R00310019%::()&2’&-_‘4.‘_,; 7;{

Jooe )

MEMORANIXM POR: Bxecutive Director
SURYECT :+  FRunding of RFIC

1. Atammmungefthewmqammt
mm,mwumefmmofmmu-m. The
Mtteemmrmuammmm.mlmmmam
siderable de mmmuunnwcmmmaamm,
of which was the Chairmen. MNr. Iundahl's emmelusions
mmmuwmmeﬁuttmt:ewumummm
mmmmmntfmaywemmwmmmm
of personnel or in the funds which the Defense Department now contributes
to the support of HPIC. m-wtm,dlefﬂwmlwmmm
NPIC, with the exception of FI techricians, are supplied by GIA and the
Agency pays substantially all of the dollar cosis of tha institution.

2. muauplitmthecmntteeutomtherurm&e

tof-wmmmamwmem-wammwnm

and contribute up to ene-half of the support 1. This would
ImngMIontrihmion of approﬁntelyi and spyroximately

3. Imnwmmmmmmmwxmaen. Cartey snd he
hes regquested that it be schatuled for discussion vith the Exscutive
Comsittee,

JGHN A. BROES
Comptrollier
ec: Mr. Sheldon
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NPIC/D-130-62
30 July 1962

MEMORANDUM FOR: Assistant Deputy Director (Intelligence)

SUBJECT: Comments on Proposal for Joint Funding of
‘ Netional Photographic Interpretation
Center Budget

1. The subject of joint budgeting or joint funding of NPIC by
CIA on the one hand and DOD as represented by DIA on the other has
been under continuous and constant discussion since January of this
year when the questilon was raised by the Bureau of the Budget. The
pertinent facts concerning this matter were explored in depth, in
March, by & committee consisting of | } representing CIA,

|representing DIA and | | representing

NPIC and these facts, along with appropriate discussion, conclusions
end recommendastions, were set forth in writing during the latter

part of March. The staff study was considered by the senior levels

of this Agency and DIA and, to the best of my knowledge, its principal
conclusions and reqpmmendations were accepted.

2, TFrankly, there is little or nc new information to be added
to the facts which were gathered at that time. It has been and
continues to be my view that the Director of Central Intelligence
can best be assured of highest quality, timely, continuous, and
uninterrupted production from this activity by retaining the maximum
menagement control under the aegls of the Central Intelligence Agency.
A diffusion of funding and personnel assignment responsibilities can
only serve to magnify our management, control and production
problems at a time when we are forced to exert continuously our
meximun effort to process the volume and maintain the gquallty standards
required to properly service the intelligence community.

3. We are willing and indeed anxious to have DOD supply the
Center with trained photo interpreters and technical personnel..
For Fiscal Years 1963 and 1964 we have asked the military services
to mateh the CIA contribution of trained PIs to be assigned to the
national production effort and we are always delighted to bring in
skilled technical personnel for our development programs. These
people, however, are difficult to find and hard to retain. The

“notlen that the Services have carloads of them ready to pour into

NPIC is & false one. Many of the best qualified PIs the Services

. possess”are already at work in the Center.
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SUBJECT: Comments on Proposal for Joint Funding of
National Photographic Interpretation
Center Budget

4. In terms of staffing the support services, i.e., mensuration,
plotting, editorial, graphics, photographic leboratory, printing,
_reproduction, etc., we have not encouraged heavy DOD participation.
Our success to date, measured both qualitatively and quantitatively,
has been due in large measure to the corps of tralned, seasoned,
highly dedicated support personnel. who have worked impossible hours
over long periods in order to get the work out and keep the quality
up. They feel themselves a very important and permanent part of
this vital business and will do whatever 1s necessary to ensure
that its product is the finest. To intersperse among them at all
levels rotating military personnel who cannot possibly have the long
term interest or dedication to the work that these people have 18
to invite e general weakening and softening of our capablility.
Furthermore, as in the case of the PIs, these people are not easy
to locate in the military services.

5. Through the staff study, which I mentioned in my first
paragraph, and subsequent discusslons, we have evolved with DIA an
understanding of the type of support I feel we need from them. This
pattern of CIA and DIA providing equal numbers of photo interpreters
for nationsl work and CIA providing the support services on & common
concern basis is the one, which in my judgement, will nmaximize our
efficiency and ability to dellver over the long run and I urge that
you and the Financial Policy and Budget Committee support this position.

6. I am aware, of course, of the problems you and the Committee
face in trying to fit the many Agency programs into a levelled off
or reduced funding package but I must point out that by the same
token it becomes increasingly aifficult for us in the Center to engage
in realistic forward planning and negotlating with DIA when we can
get no firm idea of what the CIA commitment and role is to be. While
the costs of the Center are rising they are still small in comparison
with funds expended for collection or the funds expended by the
military in such exploitation operations as FID, ACIC, AMS, and SAC.
The “paper saving" of several millions of dollars on the Agency's
budget which could be brought ebout by adopting a joint funding and
gtaffing concept could prove to be a false economy over the long haul.

— ARTHUR C. LUNUAHL
‘ Director ,
National Photographic Interpretation Center
Enclosures:
Staff Study

Wk& @Mz&&%&é%lA-RDPSQBm676Roo31oo190024-4
| CLMRET

25X1



Approved Eg; Release 2&&851 CIA-RDP80B01g#6R003100190024-4

DIA
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SUBJECT Study Group noox'ﬁ on Joint CIA/DIA
"mmwmm
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suthority of CIA and DIA, and that the recomnendations oonuin.::
therein be ecceptod as the joint CIA/DOD position on the sub}
mmtwmnthwmormw.
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Problem;

What basis exists for s greater sharing by the DOD of financial
responsibllity for the National Photograsphic Interpretation Centert

Background:

1. The Deputy Director, Bureau of the Budget, in a lstter dated
9 January 1962 to the Director, Central Intelligence, stated,
"Although FY 1963 requirements for NPIC are fully funded in your
budget, discussions with the Department of Defense should be

initiasted soon with & viev to achieving & greater sharing of
financial responsibility in the futwre.”

"It is reported that the Bureau of the Budget feels a direct
DOD financis) contribution to NPIC costs would have the effect of
underlining in the Department of Defense and CIA the "Naticaml"
character of NPIC snd thus act as a deterrent to any possible
duplication of NPFIC ectivity by other Department of Defense
agencies.

2. Ina b March 1962 meeting of DOD/CIA officials, it was agreed

. that a study should be prepared as & basis for further discussions
- of the problem with BOB officials. This is that study.

Facts Bearing on the Problem:

1. KSCID 8 (TAB A) states that "A Netional Photographic Interpretation

‘Canter (KPIC) shall be provided as & service of common concern by

the Director of Central Intelligence in consultation with the
interested members of the USIB" and that 'The Intelligence Board
despartments and agencies engaged in photographic intelligence
production shall Jointly provids appropriate personnel and other
support for the Center, as sgreed by them with the Director of
Central Intelligence. 8uch supporting personnel shall de
fHunctiondlly under the direction of the Director, NPIC, for
Joint activities, but shall remain administratively responsibls
to their parent organisations.”

2. Consistent with paregraph C.l., the SBervioes are each comxitted
to provide and pay for 25 persomnel assigned to FPIC. (Bee letter
from Qenersl EBrakine to the Director, CIA (USIB-D-69.2/3) and '
subsequent amendwent thereof, TAB B.) This force presently 1s
made up of about [ | photo interpreters and a small cadre of
suervisory and support personnel. Assuaing no changs in nusbers

of DOD persounsl, estima in fumishing these
personnel for FY 1963 -

# Schedule of Military Reimbursement used in preparation of CIA FY 1963
Estinate officers or civilians
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Facts Bearing on the Problem: (Cant'd)

T. Bupport activities of the Center, e.g., publications, graphics,

rhotc laboratory, printing, logistics, etc. are staffed and funded
by CIA as "a service of common concern” in agreemsnt vith the
Bervices.,

8. The RAD activities of the Center are Jointly staffed with the

‘Bervices presently providing [ £ the techaiecal m:l. in

these activities.

9. The Center's substantive production as reflsctea in photo
interpretation reports is crganizad for joint participetiom.

(a) All requirements are reviewed by and priorities for
exploitation are estadlished by sn Advisory Cocmittee
with senior representation from all "Intelligence Board
departments and agsncies engaged in photogrsphic
intelligence production....” *

(b) The photo interpretchion work of the Center is
undertaken on a team basis for each project (CIA snd
Service photo interpreters), and the complsted studies
are published under the four seals of the contributing

departments.

10. From 1 August 1961 to the present, the photo interpretation effort
of the Center as expressed in photo interpreter wor time on
Joint projects is: Army 36%, CIA 29%, AF 20%, Navy 156. (Kote: This
treakdovn dces not reflect the essential and related suppoxt
activities provided by CIA, e.g., technical mensuration, ocollateral
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Facts Bearing an the Problem: (Comt'd)

mtoll;.gehco, etc. without vhich the PI sctivity could not take
piace.

1. Looking to the future considsrable augmentatiomn of CIA
photo interpretation personnel is planned, but thers 1s
cwrrently no corresponding plan for additional DOD photo
interpretation persounel.

Diacussion:

l. The foregoing facts point up the jJoint operating posture that
NPFIC has esoumed since its inception. They fwrther highlight that
DOD is a fully active participant in the Center. However, there

is rot nov in operation any system for puoportionate distribution
of NPIC costs between CIA and DOD, On the other hand, there is

no indication in RSCID #8 that a division of costs was contemplated
or expected except those resulting from the suply of; personnsl

by DOD to NPIC and such other "suypport for the Center as agreed....”

2. Several approaches have been considered by the study grouwp in
seeking a rational cost distribution in vwhich DOD could assums a
greater share of finu_:ch.l responsibility for NPIC.

(a) An exsaination of costs bf MPIC by cbject was made in

an effort to deteraine whether there existed any allocation
of responsidility to contributors which would logically
pernit an assignoent of budget responsibility by object
class cost., It was deternmined that object class per se

did not lend itself to a formula for determining distribution
shares of NPIC cost.

(b) A reviev of the requirements levied an the Center by
consuners vas considered as a possible yardstick for
division of costse. This approach was rejected on several
grounds, the principal éne being that requiremonts vary
across time as to numbers and quantity and quality of work
involved. .Also, the alement of mutual interest in a given
‘requiremant 1s not divisible'

(c) A review of departmental support (a secondary function
of the Center) was made to ascertain whother such support
would provide some meaningful basis for allocating the
expenses of the Canter, CIA vis-a~vis DOD. Ths lack of

a sophisticated cost analysis system alone makes it
impossible Lo adopt this aepproech without delving into

the other problems inhsrent in such an attempt.

3. Under present concopts (C.l. above) a greater sharing by IOD of
financial responsibilities for the HPIC could b accozplfihed

o
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D. Discussion: (Cont'd)

indirectly by increasing the percentage of personnel from DOD payrolls.
It 13 wmssumed that DOD will contimue to provide a substuntial number
of phot> interpretation eand a few key technical personnel to the
Centexr and thay the actual number may be adjusted upvard if require-
ments so dictate.

. 3ince the more significant portion of the NPIC Ol cost is

involved in support personnel rather than photo interpreters, an
examination vas made of the possibility of an increase in DOD
contribution in the staffing of support activities. It vas

determined that in a few support activities DOD paid personnsl

could be sbsorded in swuall mumbers by NPIC, e.g., key ouperviasory
positions, or Graphics Section of the Publicaetions Division, etc.

However, &8s & general matter, the mixing of DOD payroll personnel

with CI;\ poyroll personnel in support areas of FIIC would create

gserious mansgewent problems and ispair the efficiency of

operation that results where support personnel are provided from

s single payroll gource. On reviev of the factors involved in this
approach, the study group concluded that the current organjizational
concopts (paragraph C.7. above) calling for support personnel to

ve provided primarily from CIA payrolls should be contimued. The
mensgenent of NPIC believes that CIA can provide the necessary support pere
sonnel. However, the door should be left open for sugmentation by

DOD, not a8 & method of splitting the funding but as a method of obtaining
gualified personnal should CIA sources not be able to provide them,

L. The study group revieved the feasibility of applying an across-
the-board percentage approach to the division of NPIC costs. Several
related considerations bearing on this approach presented themselves
as luportant items for comment in subsequent discussions with the BOB.

L A e 3 1 e & B i

(a) The nature of the photographic intelligence materisl
being received in the Intelligence Community dictetes
miltiple exploitation for a voriety of purposes. These
{nvolve mumerous apprcaches by such organizations as
ACIC, AM3, SAC, FID, and KPIC. Considerable direct
benefits accrue to all members of USIB from each of these
efforts. Likeuise, there’are also rany indirect benefits
derived from the over-all and varied approaches to the
source, specifically in R&D, equipment davelopment, sto.
It 13 suggested that the totality of exploitation by

all organizations tends to offset and balance sny
contribution by one single orgmnization. Looking at the
problems posed in this paper, fyom this over-all context,
KPIC represents but a small part of the Intelligence
Community total investment in organizations exploiting
the source datas. (/his does not take into account
collection costs.) The greater portion of over-all
exploitation cost is provided by the Departmant of Defenss.
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D. Discussion: (Cont'a)

(b) The ITA charter assigns clear responsibility to DIA
to plan, coordinate, snd Eanage Department of Defense
intelligence activities so as to achieve efficiency and
economy. The Purean of the Budget proposal for Joint
budgeting for :ZIC neither aids nor restricts the fulfill-
nmmt of the aforemsntionsd DIA responsibility.

) (c) There exists precedent in the Intelligence Commmity
. - for joint Center cperations without budgetary divisiom,
25X1. e.8., | —_} National Indications Center,
‘ . Coordination 3taff of tha DCI, etc. While it is recognized
: these functions are not in the size ar the magnitude of
. NPIC, the principle governing this commmity relationship
paintains a precedent for the currvent practices at NFIC.
Also, there exists precedence for a single Agency pro-
" viding the total funding for a "service of common
' concern” (1.e., NBCID 2 panfr\ph- T, 8, and 9 governing
- CIA/DET/Office of Operatioms).

8. Assuming a decisions 1s made, nevertheless, to apportion costs
between CIA-DOD on some arbitrary basis such as a 50-50 split, the
study group found no serious administrative problems in joint
budgeting or in security thereof. It 1s felt that a budget can

- be developed within NPIC satisfactory to doth CIA and IOD.
However, ground rules for the administration of the funds would
noed to be defined and wvorked out jointly. Undexr present
organizationaarrangements, the Deputy Director of KFIC is also
ths principal IIA representative tq the Center and as such
could be fully involved in both the formulation and execution

! of the NPIC programs and budgets. It is noted that in meetings

referenced B.2. above, it was agreed by CIA/LIA representatives’
that under whatever arrangement evolved NPIC would continus to

" be administered by CIA through the Director, NPIC, with DOD
providing its share as a reimbursement snd/or sdvance to CIA.

e

e e 2

7. As regards hearings before the Appropriastions Committes, that
portion of NPIC costs coutained in the DOD budget would be handled
on & classified bdasis, and any required elaboration and/or further
Justification for the NFIC item can be handled, as sppropriate, by
the Comptroller, DIA, with members of the Appropriations Committee
vho nov revievw the CIA budget.

' B. Conclusions:

1. That NPIC is substantively operating as a "National” Center
. }‘ ‘ with full DOD perticipation in complisnce with the intent and
, method prescribed in RSCID #9.

.

' v . 5 - e
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E. Conclusions: (Cont'd)

2. That no saccurate method exiots for determining a falr division
of costs for NPIC between or among the participents at the Center.

3. That thers appear to be no advantages vhich accrue to the sub-
stantive joint operations of NPIC by increasing the DOD share
of cost responsibility for HPIC. '

4. That limited increases in the DOD contribution can be made

by the assigment of additional DOD paid personncl in the FI

and technical flelds. Substantial increases can only be achieved -
by adopting & tctal Joint staffing concept for all activities of

the Center and this approach has significant offsctting dis-

sdvantages.

S. That an arbitrery division of total cost on & 50-50 basis can
be underteken without any hampering administrative, budgetary,
or sccurity factors.

P. Recomendations:

1. Tobat there be no change in current budgeting policy for the
NPIC.

5. That CIA contime to provide the bulk of the persomnel for
the support activities. ‘

3. That additional sharing by DD of NPIC costs be provided
{ndirectly as regquired primarily in the form of additional
personnel for substantive activities.:

“Tate | I I 25X1
. Centrsl Intelligence Agency

Date _ 25X1
. . National Pbotographic Interpretation Center

ot

| | '
Date Colonel, Corps of Engineers 25X1

(representing DIA)
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