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R e a r  A d m i r a l  R a l p h  J.  A r n o l d ,  SC, USN, Chief  of the B u r e a u  of 
Suppl ies  and Accounts ,  D e p a r t m e n t  of the Navy ,  was b o r n  in Garden  
Grove,  Iow a, 6 Ju ly  1902. He was g radua ted  f r o m  ~ the U.  S. N a v a l  
A c a d e m y  in June 1923. Fo l lowing  gradua t ion ,  he s e r v e d  in v a r i o u s  
a s s i g n m e n t s  a t  s ea  u n t i l  June 1925 when he  was o r d e r e d  to Nava l  A i r  
S t a t i o n ,  P e n s a c o l a ,  for  f l ight  t r a i n i n g .  He then  had duty in the U . S . S .  
BRAZOS and U . S . S .  LEXINGTON unt i l  1930, when he r e t u r n e d  to NAS, 
P e n s a c o l a  fo r  f u r t h e r  f l igh t  i n s t r u c t i o n  and duty.  F r o m  1932-35 he h a d  
c o m m a n d  of the s eap l ane  t ender  U . S . S .  LAPWING. In 1935 he t r a n s -  
f e r r e d  to the Supply Corps ,  USN, fo l lowing which he a t tended the Navy 
F i n a n c e  and Supply School,  P h i l a d e l p h i a .  F r o m  May 1936 to Ju ly  1942 
he s e r v e d  in v a r i o u s  s u p p l y  o f f i ce r  •ass ignments  a f loa t  and a s h o r e ,  
inc lud ing  the c a r r i e r  U , S . S .  YORKTOWN. F r o m  Ju ly  1942 to N o v e m b e r  
1944 he s e r v e d  as s ta f f  supply  o f f i ce r  in  s e v e r a l  c o m m a n d s  in the P a c i f i c .  
In 1945 he was a s s igned  to: the Office of the S e c r e t a r y  Of the Navy ,  and in 
J a n u a r y  1946 b e c a m e  the Navy m e m b e r  of the Muni t ions  Board ;  f r o m  
D e c e m b e r  1946 to J a n u a r y  1948 s e r v e d  as o f f i ce r  in cha rge  of the Stock 
O f f i c e ,  Naval  Gun Fac to ry ,  in  Oc tobe r  1948 b e c a m e  a s s i s t a n t  chief  of the 
Bureau  of Supplies and Accounts  fo r  M a t e r i a l  and Supply. In Apr i l  1951 
he r e p o r t e d  fo r  du ty ' a s  av ia t ion  supply  of f ice r  and c o m m a n d i n g  of f ice r ,  
Naval  Avia t ion  Supply Depot ,  P h i l a d e l p h i a .  In M a r c h  1954 he a s s u m e d  
duty as v ice  chief  of Naval  M a t e r i a l  and in  May 1954 was des igna t ed  as  
deputy a s s i s t a n t  ch ief  of the B u r e a u  of Supplies  and Accoun t s .  On 4 
October  1954 he a s s u m e d  his  p r e s e n t  pos i t ion .  
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THE COMPUTATION OF REQUIREMENTS AT BUREAU LEVEL 

22 N o v e m b e r  1954 
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CAPTAIN BOUN DY':~AdmiralHague; General Niblo, ~ae~l{ 
dents, and our many guests today: Welcome aboard the Industrial College 

of the Armed Forces . We are glad to have you with us. 

Right now we are well into our study of the materiel requirements 
for the military services. We know that you are already cognizant of 
the important place that is filled in this field by the Air Materiel Com- 
mand of the Air Force, by the technical services of the Army, and by 

the Navy Bureaus. 

Welare most fortunate today to have with us a speaker who will talk 
on the subject, "The Computation of Requirements at Bureau Level." 
It gives me a great deal of pleasure to introduce our speaker, who is 
the paymaster General of the Navy and the Chief of the Bureau of Sup- 
plies and Accounts, Rear Admiral Ralph J. Arnold. Admiral, welcome 

aboard. The platform is yours, sir. 

ADMIRAL ARNOI,D: Admiral Hague, gentlemen: Speaking to you 
on this subject of the determination of requirements I consider a very 
grave responsibility, for the primary reason that the determination or 
the estimate of future requirements is the very backbone of material 
logistic support. If we could estimate accuratelywhat we were going 
to need and when we were going to need it, nine-tenths of our problems 
in the whole field of material logistic would, in my opinion, be solved. 

I th ink  an e l e m e n t  to s t a r t  wi th  tha t  i s  some%i r - e s  l o s t  s i g h t  of  in  t h e  
d e t e r m i n a t i o n  of r e q u i r e m e n t s  is  the d e c i s i o n  of e x a c t l y  wha t  i s  r e q u i r e d - -  
the d e s i g n ,  the s p e c i f i c a t i o n s ,  and the  e n g i n e e r i n g ,  l i e  b e h i n d  i t .  

Bu t  c l o s e l y  t i ed  in  wi th  tha t  and  the th ing  tha t  we ,  in  our  s u p p l y  
b u s i n e s s  a t  any  r a t e ,  pay  m o r e  a t t e n t i o n  to  i s  the " h o w  m u c h ,  " a n d  th is  
is b a s e d  on an  e s t i m a t e  of f u t u r e  c o n s u m p t i o n  as  r e l a t e d  to t i m e .  W h e r e  
somet l~ ing  is  go ing  to be  r e q u i r e d  is  a l s o  i m p o r t a n t  and  is a l s o  r e q u i r e d  

to be s t a t e d  in  t e r m s  of how m u c h  and w h e r e .  

C h a r t  1, p a g e  2 .  - - I  would  l i ke  to s t a r t  out  wi th  the Navy  o r g a n i z a t i o n  
f o r  r e q u i r e m e n t s  d e t e r m i n a t i o n .  Th i s  is  a r a t h e r  s i m p l i f i e d  c h a r t ,  but 

f o r  th is  p u r p o s e ,  I th ink  i t  i s  s a t i s f a c t o r y .  
1 
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You w i l l  n o t i c e  tha t  the C h i e f  of N a v a l  O p e r a t i o n s  (CNO) ha s  a u t h o r i t y  
o v e r  the B u r e a u s  Of :the Navy~ D e p a r t m e n t ,  o v e r  t h e  o p e r a t i o n s  f o r c e ,  and 
the who le  e s t a b l i s h m e n t .  ~ : 

T h o s e  o f  you in the A r m y  and  the  A i r  F o r c e  wou ld  be  i n t e r e s t e d  to 
k n o w - - i f  you d o n ' t  a l r e a d y  a n d  i t  i s n ' t  s h o w n  on this~ c h a r t - - t h e  e s s e n t i a l  
d i f f e r e n c e  b e t w e e n  our  Navy  o r g a n i z a t i o n  and  y o u r s ;  that  i s ,  the  CNO 
d o e s  n o t  h a v e  a d i r e c t  l i ne  of a u t h o r i t y  o v e r  m o s t  of the s t a f f  o r g a n i z a -  
t i ons  in the N a v y  E s t a b l i s h m e n t .  

The initial or governing decis ions  in the determination of Navy 
requirements=-as  they are,  I .think, in all  s e r v i c e s - - a r e  made by the 
operators  or those who .are respons ib le  for operations.  They are  the 
o n e s  w h o  s e t  the  p a c e ;  t hey  a r e  the ones  who  t e l l  us  wha t  the  v i e w  of 
the  Navy  i s ,  wha t  i t  is  go ing  to do .  In ou r  c a s e ,  i t  i s  the  CNO. 

I t  m i g h t  be  s a i d  b r o a d l y  the th ings  tha t  he  l ays  down  to us  and  g i v e s  
g u i d e l i n e s  on a r e  c o n s i d e r a t i o n  of the  s i z e  of the n a v a l  f o r c e s  and  the 
N a v y  E s t a b L i s h m e n t  in  t e r m s  of how m a n y  s h i p s  w i l l  be  o p e r a t i n g  by  
t i t l e ;  how m a n y  a i r c r a f t  w i l l  we o p e r a t e ,  a l s o  by t i t l e ;  how m a n y  m i l i t a r y  
p e r s o n n e l  w i l l  we  have ;  how m a n y  b a s e s  w i l l  we  h a v e ;  wha t  a r e  the f u n c -  
t ions ,  the c a p a b i l i t i e s ,  and  the l o c a t i o n s  of t hose  b a s e s .  

Nex t  c o m e s  wha t  you m i g h t  c a l l  the t e m p o  of n a v a l  o p e r a t i o n s .  W h a t  
w i l l  be  done  ? Wha t  is  the  e x t e n t  and c h a r a c t e r  of the o p e r a t i o n s  of the  
f o r c e s  w h i c h  he  h a s  l a id  d o w n ?  How m a n y  h o u r s  w i l l  o u r  s h i p s  s t e a m  ? 
How m a n y  h o u r s  w i l l  ou r  a i r c r a f t  f ly  ? T h o s e  a r e  e x a m p l e s  of the  k ind  
of t h ings  that  the  o p e r a t o r - - i n  th is  c a s e  the  C N O - - m u s t  s p e c i f y  to  us  
b e f o r e  we can  b e g i n  t o  d e t e r m i n e  wha t  ou r  f o r c e s  a r e  go ing  to  be ,  w h e r e  
they  a r e  go ing  to  o p e r a t e .  

I wan t  to po in t  out  now tha t  i t  i s  no t  on ly  i m p o r t a n t  to  m a k e  t h e s e  
d e c i s i o n s  but  i t  i s  i m p o r t a n t  to p a s s  the i n f o r m a t i o n  down,  no t  on ly  on 
a f o r m a l  b a s i s  bu t  on a n  i n f o r m a l  b a s i s .  You can  w r i t e  'all the d i r e c -  
t i ves  you wan t  f r o m  the  CNO or  any o t h e r  o p e r a t i n g  s ta f f ,  bu t  in  the  
end  t h e r e  a r e  no s u b s t i t u t e s  f o r  s i t t i n g  down and t a l k i n g  i t  o v e r .  

We c o m e  now to the N a v y  B u r e a u s .  It i s  the p u r p o s e  of the Navy  
B u r e a u s  to t r a n s l a t e  t h o s e  b r o a d  r e q u i r e m e n t s  as  l a id  down by  the  CNO 
in to  s p e c i f i c  i t e m s  and q u a n t i t i e s  of end  e q u i p m e n t s .  It  i s  a l s o  the  
b u s i n e s s  of t h e s e  m a t e r i a l  B u r e a u s  to  d e s i g n ,  to  p r o c u r e ,  and  to s u p p o r t  
t h e s e  e q u i p m e n t s  in  u s e .  
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N o w  b e t w e e n  !~e B u r e a u s  a n d  the  CNO the re  is  not an a b s o l u t e l y  
c l e a r  l ine  o v e r  which one 0 r t h e  o ther  n e v e r  s t e p s .  Obvious ly ,  t he re  
m u s t  a lways  be c o m p r o m i s e s  b e c a u s e  B u r e a u s  m a y  not be able to 
p rov ide  what  the CNO needs  for  b u d g e t a r y  or o ther  r e a s o n s .  M o r e o v e r ,  
the CNO is  r e s p o n s i b l e  fo r  the o v e r a l l  r e a d i n e s s  of the nava l  e s t a b l i s h -  
m e n t  and t h e r e f o r e i s  w i d e l y  i n t e r e s t e d  in  the d e s i g n  c a p a b i l i t y  of the 
things be ing  p roduced .  T h e s e  a r e  d i s c u s s e d  by t h e  CNO r e p r e s e n t a t i v e  
and B u r e a u  of r e p r e s e n t a t i v e  at  a l l  s t a g e s  of des ign  and  p r o c u r e m e n t .  

The Navy B u r e a u s  a r e  a l so ,  f o r  some  m a t e r i a l ,  a c t u a l l y  the de t a i l ed  
i n v e n t o r y  m a n a g e r s .  :Let  me give you e x a m p l e s  of what  we m e a n .  In ca se  
of s h i p s ,  fo r  example ,  the B u r e a u  of Ships is  the d i r e c t  i n v e n t o r y  m a n a g e r  
and a c t u a l l y  d e t e r m i n e s  the de ta i l ed  r e q u i r e m e n t s  fo r  such  i t e m s  as  
b o i l e r s ~  m a i n  p r o p u t s i o n e q u i p m e n t ,  and comple te  e l e c t r o n i c  sh ipboa rd  
equ ipment .  The B u r e a u  of A e r o n a u t i c s  m a k e s  d e c i s i o n s  a s  to how m a n y  
a i r c r a f t  and a i r c r a f t  eng ines  they wi l l  r e q u i r e  and w h e r e .  Ordnance  
m a k e s  d e t e r m i n a t i o n s  f o r  s u c h : i t e m s  as guns,  to rpedoes ,  and o ther  such  
i t e m s  of equ ipmen t .  

T h e s e  i t e m s  which a r e  d i r e c t l y  con t ro l l ed  by the m a t e r i a l  B u r e a u s  
and fo r  wh ich  the m a t e r i a l  B u r e a u s  t h e r e f o r e  make  d i r e c t  d e t e r m i n a t i o n s  
as to what wi l l  be bought  and how m a n y  tota l  about  70, 000 i t e m s .  

: S o  much  for  t h e  end  equ ipmen t s  fo r  the t ime be ing .  

N o w  t h e s e  end equ ipmen t s  of 70, 000 i t e m s  in use  throughout  the Navy 
r e q u i r e  h u n d r e d s o f  t housands  of s p a r e  p a r t s ;  a l so  s tocks  of b a s i c  c o m m o n  
i t e m s .  Our  r e q u i r e m e n t s  for  th is  v e r y  l a r g e  n u m b e r  of i t e m s ,  which tota l  
ove r  1, 3 m i l l i on ,  i s  0bv ious ly  too l a r g e  a t a sk  and too de t a i l ed  a t a sk  fo r  
the B u r e a u s  t h e m s e l v e s .  How is the Navy  se t  up to handle  th i s  ? 

I would like to begin by going back into history for a few years. 
About 20 years ago when I served on a small mine sweeper in the Gulf of 
Panama, a Navy man came up to me with something in his fist and said, 
"The transmitter is out of commission. " Upon inquiry as to what the 
matter was, he showed me a jumble of wire and said, "This coil has been 
burned out and we have r~o spare." I said, "What are you going to do?" 
He said, " Leave me alone for a while and I will see what I can do. 

In about an hour he came backwith something resembling the original 
coil inhis hand, I said, "How did you do that? You told me you had no 
spare on board." He said, "I went down to the yeoman and got some 
sealing wax and to the assistant engineer and got some wire and made a 
new coil." 

4 



About s ix  months  ago I w a s  going th rough  one of the l a r g e r  e lec  ~ 
t ronic  p l an t s  which p r o d u c e s  c o m p l i c a t e d  e q u i p m e n t .  The head  of the 
p lan t  showed me  a s m a l l  thing abou t  the s i z e  of a package  of c i g a r e t t e s  
and i t  was  s e a l e d  in .  He sa id ,  " T h i s  i t em is so  c o m p l i c a t e d  that  i t  prob~- 
ab ly  could not  be r e p a i r e d  in  any m i l i t a r y  e s t a b l i s h m e n t . "  In o ther  words ,  
to get  i t  r e p a i r e d  you would have  to send  it  back  to the m a n u f a c t u r e r .  
Tha t  i s  the d i f f e r e n c e  be tween  those  two t h i n g s .  The old r a d i o  coi l  could 
be made  up f r o m  a l m o s t  any th ing  on board ,  but  the c o m p l i c a t e d  a p p a r a t u s  
we have  today  c a n ' t  be r e p a i r e d  a n y w h e r e  in  the m i l i t a r y  e s t a b l i s h m e n t .  
Th i s  i nd i ca t e s  the d i f f e rence  be tween  the job of r e q u i r e m e n t s  d e t e r m i n a -  
t ion  we have  to do t oday  as c o m p a r e d  with 20 y e a r s  ago.  

The Navy through the t h i r t i e s  had only one r e a l l y  b a s i c  supp ly  s y s t e m  
which was  conf ined to c o m m o n  i t e m s  of m a t e r i a l - - t h a t  is  food and c lo th ing ,  
what  we ca l l  g e n e r a l  s t o r e s - - s u c h  i t e m s  as a r e  s t a n d a r d  th roughout  the 
N a v a l  E s t a b l i s h r n e n t .  T e c h n i c a l  s p a r e  p a r t s  supp ly  was on a h a p h a z a r d  
b a s i s .  The r e q u i r e m e n t s  w e r e  l a r g e l y  d e t e r m i n e d  by the people  who de-  
s i gned  the equ ipmen t  and bu i l t  i t  at  i t s  ou t se t .  Those  people  a r e  qua l i f i ed  
no doubt to p a r t i c i p a t e  in the d e t e r m i n a t i o n  of i n i t i a l  r e q u i r e m e n t s ,  but  I 
don' t be l i eve  they  a r e  qua l i f i ed  to m a k e  the f i na l  d e t e r m i n a t i o n .  I wi l l  
ge t  in to  tha t  a l i t t l e  l a t e r .  

J u s t  b e f o r e  Wor ld  W a r  II nava l  av i a t i on  began  to grow v e r y  f a s t ,  as  
did the r e s t  of the Navy.  With this  g rowth  had come s o m e  g rowing  p a i n s .  
One of those g rowing  pa ins  was  s p a r e  p a r t s  supp ly  b e c a u s e - - i n  m y  opin-  
ion the r e a s o n  w a s - - t h e r e  was  not a de f in i t e ly  l a id -ou t ,  w e l l - p a t t e r n e d  
d e t e r m i n a t i o n - o f - r e q u i r e m e n t s  s y s t e m .  

So the Navy e s t a b l i s h e d  jus t  b e f o r e  the war  at  P h i l a d e l p h i a  an off ice,  
one of whose  p u r p o s e s  was  the d e t e r m i n a t i o n  of r e q u i r e m e n t s  fo r  av i a t i on  
s p a r e  p a r t s  and the s p e e d i n g  up of b a s i c  m a t e r i a l s .  This  P h i l a d e l p h i a  
office had r e s p o n s i b i l i t y  for  i n v e n t o r y  con t ro l ,  not  only loca l  but  Navy-  
wide .  It  was known as  the Supply Demand  C o n t r o l P 0 i n t  (SDCP) b e c a u s e  
i t  e s s e n t i a l l y  had the job of b a l a n c i n g  supp ly  with demand .  That  n a m e  
has  been  used  eve r  s i n c e  fo r  that  k ind of off ice .  

As the war  went  a long,  we e s t a b l i s h e d  m o r e  of those  o f f i ce s .  
The SDCP fo r  sh ips  p a r t s  was s e t  up at  M e c h a n i c s b u r g .  That  p a t t e r n  
was  cont inued  t h roughou t  the w a r  and today  a l m o s t  our  e n t i r e  r a n g e  of 
t e c h n i c a l  s p a r e  p a r t s  and standar¢l  m a t e r i a l s  is  c o v e r e d  by one of those 
i n v e n t o r y  c o n t r o l  o f f i ces .  

I think i t  is  p a r t i c u l a r l y  i m p o r t a n t  to out l ine at  th i s  t ime  what  the  
o r g a n i z a t i o n a l  r e l a t i o n s h i p  of i t s  a c t i v i t i e s  i s .  



C h a r t  2, page 7 . - - I  would l ike to take  the one on the r i g h t  f i r s t ,  
which  is  the Avia t ion  Supply Off ice  (ASO) the one I d e s c r i b e d  to you 
a m o m e n t  ago as hav ing  been  se t  up at  P h i l a d e l p h i a  j u s t  about  at  t h e  
beg inn ing  of the w a r .  

You wi l l  note tha t  i t  has  r e s p o n s i b i l i t y  t'o two of the N a v y ' s  B u r e a u s .  
The one on the lef t  is  the B u r e a u  of A e r o n a u t i c s .  It  is  r e s p o n s i b l e  to the 
B u r e a u  of A e r o n a u t i c s  for  such  i t ems  as de s ign  d e c i s i o n s  as  to what  p a r t s  
m a y  be used  and where ,  inc lud ing  the i n t e r c h a n g e a b i l i t y  of p a r t s ,  and v e r y  
i m p o r t a n t ,  i t  p rov ide s  the d o l l a r s  fo r  the p r o c u r e m e n t  of those  s p a r e  p a r t s  
and m a t e r i a l s .  

On the r igh t ,  i t  is r e s p o n s i b l e  to the B u r e a u  of Suppl ies  and Accounts  
(BUSANDA) fo r  what  you migh t  ca l l  p u r e l y  p r o c e d u r e  o r  po l i cy  m a t t e r s  
wi~h r e g a r d  to the d e t e r m i n a t i o n  of r e q u i r e m e n t s  and o ther  a s p e c t s  of 
i n v e n t o r y  con t ro l ,  such  as s t o c k  po l icy ,  t r a n s p o r t a t i o n  po l icy ,  s t o r a g e  
po l icy ,  i n v e n t o r y  c o n t r o l s  po l i cy .  The B u r e a u  p r o v i d e s  the d o l l a r s  and 
p e r s o n n e l  fo r  the ope ra t i on  of the office i t s e l f .  

Now, going below the ac t i v i t y  i t se l f ,  you wi l l  no t ice  that  it has  com-  
p le te  a u t h o r i t y  and r e s p o n s i b i l i t y  de t a i l ed  by the B u r e a u s  over  the m a t e r i a l  
that  i t  c o n t r o l s .  My r e a s o n  for  b r i n g i n g  i t  out at  this  t i m e  is  to m a k e  i t  
c l e a r  that  the B u r e a u s  have  de t a i l ed  to tha t  office t h e i r  r e s p o n s i b i l i t y  fo r  
r e q u i r e m e n t s  d e t e r m i n a t i o n .  

Shif t ing now to the l e f t - h a n d  s ide  of the c h a r t  to a s i m i l a r  off ice,  
ca l l ed  E l e c t r o n i c s  Supply Off ice  ( E S O ) w i t h  i t s  r e s p o n s i b i l i t i e s  e x a c t l y  

t h e  s a m e ,  excep t  in  th is  c a se  i t  is r e s p o n s i b l e  to the B u r e a u  of Ships .  

Be fo re  we l eave  th i s  cha r t ,  I want  to be s u r e  tha t  i t  i s  c l e a r  tha t  
in those  func t ions  j u s t  below the B u r e a u s  t he r e  is  inc luded  not only the 
f low of a u t h o r i t y  but a l so  a flow of r e s p o n s i b i l i t y .  A v e r y  i m p o r t a n t  
f a c t o r  of the l e f t - h a n d  s ide  of th i s  c h a r t  is  f low o f  p lann ing  i n f o r m a t i o n  
down to the con t ro l  point  as  we l l  as the f low of i n f o r m a t i o n  to the B u r e a u  
in o r d e r  that  t hey  can  do the job they  have  to do. 

In o r d e r  to c l a r i f y  the job of those  S D C P ' s ,  the one that  is  of m o s t  
i n t e r e s t  today is  the d e t e r m i n a t i o n  of r e q u i r e m e n t s  b e c a u s e ,  as I s a id  
at  the outse t ,  tha t  i s  to m y  mind  the  m o s t  i m p o r t a n t  phase  of t h e i r  job.  
But  l inked  with  the  r e s p o n s i b i l i t y  fo r  the d e t e r m i n a t i o n  of r e q u i r e m e n t s  
a r e  a l so  those  o ther  func t ions  which a r e  e s s e n t i a l l y  inc luded  in any  
a c t i v i t y  or any o r g a n i z a t i o n  that  has  r e s p o n s i b i l i t y  fo r  the computa t ion  
of de ta i l ed  r e q u i r e m e n t s .  
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Char t  3, page  9 , - - T h i s  is  a l i s t  of the SDCP!s and the c a t e g o r i e s  
of m a t e r i a l s  they  c o v e r .  I have  shown this  to ind ica te  to you that  we have  
inc luded  a l m o s t  the en t i r e  r a n g e  of s p a r e  p a r t s  and bas i c  m a t e r i a l s  which 
a r e  r e q u i r e d  fo r  the suppo r t  t'of the  N a v a l  E s t a b l i s h m e n t , !  I th ink  tha t  in  
a l a t e r  l e c t u r e ,  which  you wi l l  have  h e r e ,  the func t ions  of these  off ices  
wi l l  be d e s c r i b e d  in m o r e  de ta i l .  

f a r  we have  been  ta lk ing  about  o r g a n i z a t i o n  and t h e o r y '  I 
th ink you m i g h t  l ike  to ~o__w-in p r a c t i c e  how one d e t e r m i n a t i o n  of r e q u i r e -  
men t s  works ,  and fo r  d e s c r i b i n g  that to you I have  s e l e c t e d  a p a r t i c u l a r  
i t em,  which wi l l  be the G r u m m a n  a i r c r a f t ,  fo r  two r e a s o n s :  F i r s t ,  i t  
is  the moAst f a m l l l a r ;  second,  in  the c a t e g o r y  of a i r p l a n e s ,  we 'have been 
able to c a r r y  it  to a m o r e  ref ined degree  than for  a lmost  any other s y s t e m  
we have .  

To b e g i n  with, I should  s a y  that  the ASO a l r e a d y  knows In the ca se  of 
about  i470L000 i t e m s  of av ia t ion  m a t e r i a l  how much  it  has  N a v y - w i d e ,  
where  It i s  loca ted ,  how fa s t  it  i s  be ing  i s sued ,  and how m u c h  is due in 
a l r e a d y  f r o m  c o n t r a c t o r s .  I b r i n g  that  out b e c a u s e  the i n v e n t o r y  of 

m a t e r i a l  that  we have  on hand b e c o m e s  a v e r y  i m p o r t a n t  f a c t o r  in  dec id -  
ing how much  we u l t i m a t e l y  buy.  

Beginn ing  with the des ign  and the c o n t r a c t  f o r  the G r u m m a n  a i r c r a f t ,  
p l ann ing  wi l l  beg in  fo r  s p a r e  p a r t s  suppor t .  I should  say  at  t h e  outse t  
tha t  t h e r e  is  a unique f e a t u r e  of the suppo r t  of a i r c r a f t  which I th ink  the 
A i r  F o r c e  a l so  does  to a : c o n s i d e r a b l e  ex ten t  and that  is  the buying of 
s p a r e s  on what  we ca l l  the " p r o g r a m  l i f e  b a s i s . "  In p la in  language,  at  
the t ime  we buy the a i r p l a n e  we a l so  buy enough s p a r e  p a r t s  p e c u l i a r  
to tha t  a i r p l a n e  to l a s t  th rough  i ts  l i fe .  

Why do we do that  ? T h e r e  a r e  m a n y  r e a s o n s .  F r o m  the m o b i l i z a -  
t ion  r e a d i n e s s  viewpoint ,  we can  be r e a s o n a b l y  s u r e  tha t  Douglas  or  
G r u m m a n  A i r c r a f t  would not  have  the ~capac!_ty--either manpower ,  c o m -  
ponent ,  o r  p lan t  c a p a c i t y - - t o  p roduce  s p a r e  p a r t s  to suppo r t  a i r c r a f t  

• a l r e a d y  in u se .  G r u m m a n ,  if  he has  to p roduce  s p a r e  wings fo r  the 
a i r c r a f t ,  can  put t h e m  th rough  his  p roduc t ion  l ine  or  the s u b c o n t r a c t o r ' s  
p roduc t ion  l ine  at  the s a m e  t ime  he is  p r o d u c i n g  wings fo r  the a i r c r a f t  
t h e m s e l v e s  and t h e r e f o r e  can  do i t  much  c h e a p e r .  A d m i t t e d l y - - I  wi l l  
get  to t h i s  l a t e r - - t h e y  m u s t  e s t i m a t e  th is  demand  fo r  a c o n s i d e r a b l e  
p e r i o d  of t ime  in advance .  

Since we m u s t  e s t i m a t e  this  demand  fo r  s e v e r a l  y e a r s  in advance ,  
i t  c e r t a i n l y  is  i ncumben t  on us to use  e v e r y  dev ice  and p iece  of i n f o r m a -  
t ion we c a n  to do the b e s t  job How do we do i t ?  

8 
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About eight months after the contract is made, a group of people 

known as the "provisioning team" gather at the contractor's plant. 
• Don' t let the word "provisioning" fool you. It has nothing to do with 
food. It should be called a "providing" conference. The team is com- 
prised of the following kinds of people: 

F i r s t ,  f r o m  the B u r e a u  of A e r o n a u t i c s  a m a n  who can  te l l  us i n  
the c a s e  of each  one  of those  p a r t s  whe the r  they  can  be s a t i s f a c t o r i l y  
m a d  e by an afloat, ac t iv i ty ,  a n  a i r c r a f t  squadron~ Ur  an a i r c r a f t  over= 
haul  ac t ivi ty.  

Why?  If those p a r t s w e  e s U m a t e d  a r e  going {o  be U s e d  a t  a, 
relatively slow rate and can be easily made by our afloat activities, 
why buy them from the contractors and spend the money, overburden- 
ing the supply system that we need to'carry it ? 

• Another consideration that may go into this is the decision as to 
whether we will put a smiall part which we expect to use at a slow rate 
or is itbetter to buy a larger assembly which we expect to use at a 
faster rate, If it is to be used at a slow rate, there is no use overburden- 
ing the system with it. 

• Next we come to the decision on those parts we are going to buy as 
to what is going to be the estimated usage rate. The people we have 
there to do that job are essentially three in number: 

First, the man from the fleet aviation activity which is going to 
operate and which will have to carry it. 

Next, is the man who is engaged in me maintenance of that aircraft. 
He is there because we think nobody is as well quaiffied as he is to make 
the decision at that time as to what is likely to be used in the mainte- 
vance of that aircraft on the line. We also have there a representative 
from the overhaul establishment which is going to put that plane through 
the major overhaul process. Why? For thesame reason, because the 
man who knows the capability for his plant and his people is the best man 
to make that decision. 

Also  t h e r e  to help  in both dec i s ions  a r e  the a i r c r a f t  de s ign  p e o p l e - -  
r e p r e s e n t a t i v e s  of the m a n u f a c t u r e r  h i m s e l f .  De ta i l ed  b luep r in t s  on 
tha t  a i r p l a n e  • a r e  p r e s e n t e d  and each  p a r t  i s  examined  s e p a r a t e l y  in 
de t a i l .  That  dec i s ion  is m a d e  at  tha t  t i m e .  

i0 • 
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S o f a r  we h a v e  b e e n  ~ a l ~  o n l y a b o u t  es%!mated  c o n s u m p t i o n  r a t e s .  
T h e r e  a r e  s o m e  o the r  d e c i s i o n s  tha t  have  to be  m a d e .  Now we  get  into 
the f low of i n f o r m a t i o n  f r o m  the o p e r a t o r s .  B e f o r e  the p r o v i s i o n i n g  t e a m  
m e e t s i n  the  c o n t r a c t o r , s  p lant ,  a d i r e c t i v e  i s  ob ta ined  f r o m  the CNO 
glying the most accurate estimate he can gett as to how~e~r~~S_~at 
p lane  wi l l  f ly  in u se  f o r  m e  e ~ e l  P r o g r a m l l f f e  of the: . a t rc r  %t We can  
a s s u m e  tha t  g e n e r a l l y  p a r t s  iusage wil l  depend on the fly~rtg h o u r s  of: the  
a i r c r a f t .  T h e  p e r i o d s  of o v e r h a u l  a r e  a l s o  r e l a t e d  to f ly ing  h o u r s .  So 
we: want  to know tha~t. 

We wil l  a l s o  f ind  out  f r o m  t h e  CNO h o w  he  in tends  :to f l y  t h e s e  a i r -  
c r a f t  in d e p l o y m e n t .  Wi l l  they~be- Ln-~ g roups  of 3 o r  in  g roups  c~ 24 ? 
Why  do we want  to  know t h a t ?  B e c a u s e  i f  we a r e  g ~ g  to f l y  in  g roups  
of 3 each ,  o p e r a t i n g  uni t  w~l] have  to be  supp l i ed  with  a f a i r  s u p p l y  of 
s p a r e s .  If ,  on the  o t h e r  hand,  "they a r e  to be  dep loyed  in  g roups  of 24, 
we don ' t  have  to have  a l a r g e  r a n g e  .of. S p a r e s  in  each  o p e r a t i n g  un i t ,  

i~erhap s I haven i t  m ~ e  tha t  c lear , I  i f  you a r e  going to o p e r a t e  one 
a i r c r a f t ,  you fm~us~t f/a~;e~eno~gh S p a r e s  t o  keep  it going.  But  i f  you a r e  
o p e r a t i n g  24 a i r c r a f t ,  you don ' t  have  to have  24 ~Imes tha t  m a z ~  s p a r e s .  
Aline we can  get  f r o m  the CNO at  tha t  t i m e  iv . format ion  as  to  the a r e a  in  
wh ich  he expec t s  to deploy  t h e s e  a i r c r a f t .  Tha t  is  p r i m a r i l y  a d i s t r i b u t i o n  
d e c i s i o n .  

Now we take  this  I n f o r m a t i o n  we have  on the e s t i m a t e d  consumpt ion  
r a t e s  f o r  t h e s e  p a r t s  and the  i n f o r m a t i o n  :that we have  a s  to what  the 
i n i t i a l  a l l o w a n c e s  of p a r t s  wi l l  have  to be ,  combine  t h e m  a n d  get  t he  to ta i  
r e q u i r e m e n t .  

I neg l ec t ed  one v e r y  i m p o r t a n t  dec i s ion ,  the d e c i s i o n  a s  to w h e t h e r  
a s p a r e  p a r t  is  going to  be  o v e r h a u l e d  a s  an  exchange  i t e m  or  t h r o w n  
a w a y  as  c o n s u m e d .  Obvious ly ,  ff you in tend to put  th i s  p a r t  t h rough  a 
r e p a i r  p r o c e s s  and  o v e r h a u l  it  a f t e r  i t  i s  u s e d ,  you w-Z'll not  have  to buy  
a s  m a n y  as  ff you w e r e  not  going to o v e r h a u l .  

You m a y  s a ~ _ ~ W h y  don ' t  you o v e r h a u l  a l l  the p a r t s  ? "  ~ t t  is  a 
c o m p a r a t i v e l y  !chea.p~. i t e m  and is  not  u sed  a t  too high a r a t e ,  i t  would cos t  
m o r e  to put  i t  th rough  o v e r h a u l  than  R wil l  jus t  to t h row i t - away  a f t e r  you. 
u s e  it. 

Once  the to ta l  r e q u i r e m e n t s ,  that  i s  the e s t i m a t e d  r e q u i r e m e n t s  have  
been  computed ,  then  c o m e s t h e  job of ba l anc ing  those  e s t i m a t e d  r e q u i r e -  
m e n t s  a g a i n s t  a c tua l  a s s e t s .  As  I s a i d  a t  the  outse t ,  the ASO h a s  i n f o r m a "  
t ion  on how m a n y  of t h e s e  p az~ts it  a l r e a d y h a s ,  if  any,  in the s y s t e m  and  
w h e r e  f l iey a re~- - -Bef6re  We g o o u t  a n d  buy~a  lot m o r e  f r o m  G r u m m a n ; -  
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we want  to m a k e  s u r e  we don ' t  a l r e a d y  have  enough in the  supp ly  s y s t e m °  
At that  point  i t  b e c o m e s  an addi t ion and s u b , a c t i o n  p r o c e s s .  

I hope that  what  I have  s a id  to you ind ica te s  that  in this  b u s i n e s s  of 
r e q u i r e m e n t s  d e t e r m i n a t i o n ,  i t  is a b s o l u t e l y  e s s e n t i a l  tha t  a t  a l l  l eve l s  
which have  any r e s p o n s i b i l i t y  f o r  r e q u i r e m e n t s  d e t e r m i n a t i o n  t h e r e  m u s t  
be  a cont inuing c lose  r e l a t i o n s h i p  be tween  those  r e s p o n s i b l e  ~ f o r  what  
amoun t s  to t h r e e  a r e a s :  F i r s t ,  p lanning  and  ope ra t i ons ;  s e c o n d ,  e ~ -  
n e e r i n g - - c 0 n c e r n i n g  tha% I inc luded  des ign ,  m a n u f a c t u r e ,  m a i n t e n a n c e ,  
r e p a i r ,  and modi f ica t ion ;  and,  l a s t  of al l ,  the people  who a r e  going to 
have  to do the supply  s u p p o r t  o p e r a t i o n .  

Now at  th is  point  you migh t  be i n t e r e s t e d  in knowing what  a r e  s o m e  
of our  p r o b l e m  a r e a s  in r e q u i r e m e n t s  d e t e r m i n a t i o n .  I th ink one of t h e  
p r i n c i p a l  ones is  o b s o l e s c e n c e .  I a m  no t  t a lk ing  so  much  a b o u t e q u i p -  
m e n t  i t se l f  a s  I a m  about  the o b s o l e s c e n c e  of the s y s t e m  we have  for 
d e t e r m i n i n g  r e q u i r e m e n t s .  

We a r e  u s i n g  today,  in the Navy  at  a n y  r a t e ,  e s s e n t i a l l y  the s a m e  
s y s t e m  fo r  d e t e r m i n i n g  r e q u i r e m e n t s  as  we used  10 y e a r s  ago .  We wi l l  
have  to do b e t t e r .  Today we have  ava i l ab l e  to us  in the f o r m  of e l e c t r o n i c  
equ ipment  such  as UNIVAC and IBM e x a c t  m e a n s  o f  comput ing  r e q u i r e -  
m e n t s .  Be l ieve  me  when I s a y  i t  is  not enough to buy that equ ipmen t .  
The toughes t  d a r n  thing is  to l e a r n  how to use  i t .  W h a t  y o u g e t  out of i t  
is  no m o r e  a c c u r a t e  than  what  you put  in.  N e v e r t h e l e s s ,  we should  be 
able  to u se  this  equ ipment  and should  be able  to develop i t .  We should  
be ab le  to take  a b r a n d  new p r o g r a m  and, by  us ing  this  equ ipmen t  be iable 
v e r y  quickly  to develop end r e q u i r e m e n t s .  

Ano the r  p r o b l e m  we~haVe is  in the a r e a  of the s o - c a l l e d  s t o c k c o o r d i n a -  
t ion.  You wil l  r e m e m b e r  in t h a t  l i s t  o f  SDCP,  electronics_ was  c o v e r e d  by  
one SDCP and avia t ion  m a t e r i a l  by  a n o t h e r .  Now ~ince ~the ASO Off ice  a l so  
con t ro l s  av ia t ion  e l e c t r o n i c s ,  obvious ly  the re  m a y  be a n  a r e a  of dupl ica t ion  
b e t w e e n  bhose two. How a r e  we going to avoid a s i tua t ion  whe re  two 
S D C P ' s  a r e  con t ro l l ing  the s a m e  s p a r e  p a r t ?  

Another  e x a m p l e  i s  in d i e s e l  eng ine s .  They a r e  u sed  not only in 
boa t s  and sh ips ,  but  a l so  in c o n s t r u c t i o n  equ ipment .  ,There  i s  quite  a 
wide i n t e r c h a n g e a b i l t t y  of p a r t s .  That  has  to  be done a t  the D e p a r t m e n t  
level ,  and we do tha t  by an agency  w h i c h  we have  in the BUSANDA, ca l l ed  
t he  Stock Coord ina t ion  Div i s ion .  
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9 2 9  
It i s  i t s  job not  only  to  d e t e c t  and  f e r r e t  out  t h e s e  a r e a s  of g e n e r a l  

o v e r l a p  and d u p l i c a t i o n  bu t  to p r o v i d e  r e a d y  m e a n s  fo r  e l i m i n a t i n g  t h e m  

s o  f a r  as  p o s s i b l e .  

T h e r e  i s  a n o t h e r  p r o b l e m  in  this  w h i c h  is not  a p p a r e n t  on the s u r f a c e  
and  tha t  is  the  q u e s t i o n  of the  f low of i n f o r m a t i o n  that  i s  a b s o l u t e l y  e s s e n -  
t i a l  to a good job of r e q u i r e m e n t s  d e t e r m i n a t i o n .  G o i n g  b a c k  to c h a r t  3, 
you  wi l l  r e m e m b e r  o n  the l e f t - h a n d  s i d e  e a c h  one of t hose  S D C P ' s  was  
r e s p o n s i b l e  f o r  c e r t a i n  p i e c e s  of e q u i p m e n t .  If we h a v e  a p i e c e  of 
a v i a t i o n  ~:quipment  u s e d  in  a i r c r a f t  and ff we a r e  go ing  to s u p p o r t  tha t  
p i e c e  of e q u i p m e n t  f r o m  the E l e c t r o n i c s  Supply Of f i ce ,  t h e r e  m i g h t  be  
a d u p l i c a t i o n  of t ha t  p i e c e  of e q u i p m e n t .  So we m u s t  h a v e  that  floW of 
i n f o r m a t i o n  f r o m  the B u r e a u  r e s p o n s i b l e  f o r  the i n i t i a l  e q u i p m e n t  down 
to the f e l l o w  who  m a k e s  the d e t e r m i n a t i o n  of r e q u i r e m e n t s .  

C h a r t  4, page  14. - - T h e  s u b j e c t  f o r  t o d a y  ha s  b e e n  the  " C o m p u t a t i o n  
of R e q u i r e m e n t s  at B u r e a u  L e v e l "  and I h a v e  d w e l l e d  p r i m a r i l y  on tha t  
s u b j e c t .  H o w e v e r ,  the SDCP has  s e v e r a l  o t h e r  f u n c t i o n s  and  th i s  c h a r t  
is  p r e s e n t e d  f o r  y o u r  i n f o r m a t i o n .  In c o n c l u s i o n ,  g e n t l e m e n ,  I wou ld  
l i ke  to s ay  that  ff any  c l i n c h e r  is  n e e d e d  on the  n e e d  f o r  a t h o r o u g h  s y s t e m  
and e f f e c t i v e  s y s t e m  of d e t e r m i n i n g  f u t u r e  r e q u i r e m e n t s ,  i t  i s  the w e l l -  
known t ru th  t h a t  in  the nex t  w a r  we m a y  be  e x t r e m e l y  s h o r t  of t i m e .  The 
job that  we do t~day in  the d e t e r m i n a t i o n  of r e q u i r e m e n t s  m a y  h a v e  a 
v e r y  d e c i d e d  b e a r i n g  on the i n i t i a l  r e a d i n e s s  of our  f o r c e s  f o r  m o b i l i z a t i o n .  
In the n e x t  w a r  I don '  t th ink  t h e r e  i s  any  q u e s t i o n  but  wha t  i n i t i a l  r e a d i n e s s  
wi l l  be  a v e r y  irnpo~'tant f a c t o r .  

A f u t u r e  c o n s i d e r a t i o n  is  that  wi th  t o d a y ' s  b u d g e t  and  the  i n c r e a s i n g  
c o s t  of a l l  the h a r d w a r e ,  we b e l i e v e  i t  i s  e x t r e m e l y  i m p o r t a n t  tha t  we ge t  
the m o s t  out  of e v e r y  d o l l a r  and e v e r y  n i c k e l  t ha t  Unc le  Sam p r o v i d e s .  
It  is  not  only  e s s e n t i a l  that  we h a v e  on h a n d  the  th ings  we n e e d  in c a s e  of 
m o b i l i z a t i o n ,  but  i t  i s  a l s o  e s s e n t i a l  that  we no t  w a s t e  m o n e y  in  b u y i n g  
t h ings  we d o n ' t  n e e d .  In the  nex t  w a r  we a r e  not  go ing  to h a v e  an abun-  
d a n c e  of a n y t h i n g  bu t  t r o u b l e .  

Thank  you .  

C A P T A I N  BROWN: A d m i r a l  A r n o l d  is  r e a d y  fo r  y o u r  q u e s t i o n s .  

QUESTION:  A d m i r a l ,  wha t  p a r t ,  ff any,  d o e s  the Of f ice  of N a v a l  
M a t e r i a l  p l a y  in the d e t e r m i n a t i o n  of r e q u i r e m e n t s  ? 
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93 i 

ADMIRAL ARNOLD: I would l ike  to s ay  th i s ,  t h a t  ins o fa r  as  h i s  
ac tua l  m i s s i o n  is c o n c e r n e d ,  he does  not  have ,  I be l i eve ,  any  r e s p o n -  
s i b i l i t y .  However ,  I can  a s s u r e  you tha t  the Chief  of Nava l  M a t e r i a l  
is  v e r y  v i t a l l y  i n t e r e s t e d  in the d e t e r r n t n a t i o n  of r e q u i r e m e n t s .  As,  
a t  l a s t  one of the o f f i ce r s  h e r e ,  Cap ta in  B u r n s ,  can t e l l  you, he takes  
a v e r y  c lose  look at  the d e t e r m i n a t i o n  of r e q u i r e m e n t s ,  p a r t i c u l a r l y  
in the m a j o r  end i t e m s - - t h o s e  which have  to be c o v e r e d ,  I think,  by 
s p e c i a l  r e p o r t s  to  the D e p a r t m e n t  of Defense  (DOD) and the c o m p t r o l l e r s  
a l l  a long the l ine .  That  is  s t r a d d l i n g  the ques t ion ,  but  t e c h n i c a l l y  he  does 

not  have  tha t  r e s p o n s i b i l i t y .  

The re  is  ano the r  f i e ld  h o w e v e r  in which  he  is  e x e r c i s i n g  a good dea l  
of au thor i ty ,  that  is the g e n e r a l  f ie ld  of i n v e n t o r y  c o n t r o l .  He t akes  a 
v e r y  c lose  i n t e r e s t  in  tha t  and he is a lways  c a s t i n g  h is  eye  on the i n v e n -  
t o r y  f i g u r e s  of the B u r e a u s  and how they a r e  hand l ing  the i n v e n t o r y  tha t  

they  have .  

QUESTION: A d m i r a l ,  I am i n t e r e s t e d  in  this  m a t t e r  of  c o o r d i n a t i o n  
and I am i n t e r e s t e d  in the r e m a r k  which  you made  tha t  the re  is  a c o o r d i -  
na t ing  agency  at D e p a r t m e n t  leve l .  I know v e r y  l i t t l e  a b o u t  the Navy.  I 
was i n t e r e s t e d  in f ind ing  ~ou~what i n t e r s e r v i c e  c o o r d i n a t i o n  t h e r e  m igh t  be 
in a t t emp t ing  to have  g lobal  c o o r d i n a t i o n  whe re  a i r c r a f t  eng ines  could be 
used  throughout  the s e r v i c e s ,  and that  s o r t  Of th ing .  DO you have  any  
i n f o r m a t i o n  in that  a r e a ?  Are  the f o r c e s  a t t emp t ing  to c o o r d i n a t e  at  

S e c r e t a r y  of Defense  l eve l ;  fo r  i n s t ance  ? 

ADMIRAL ARNOLD: Are  you th ink ing  now of s t a n d a r d i z a t i o n  i t e m s  
we buy or  a r e  you th inking of the d e t e r m i n a t i o n  of r e q u i r e m e n t s  jo in t ly  
fo r  the Ai r  F o r c e  and Navy so  tha t  the buying w o u l d b e  made  a t  the s a m e  
t ime ? I am not  s u r e  I u n d e r s t a n d  exac t ly  what  you me~n .  

QUESTION: H e r e  is what  I have  in mind :  The s e r v i c e s  use  a c o m m o n  
type of engine  in v a r i o u s  types  of a i r c r a f t ,  but  the b a s i c  engine  could be 
used  a c r o s s  the boa rd ,  p rov ided  i t  is c o n t r o l l e d  su f f i c i en t ly ,  to gua ran t ee  
s t a n d a r d i z a t i o n  to the ex ten t  i t  could  be i n s t a l l e d  in v a r i o u s  types  of a i r -  
c r a f t .  At th is  point ,  so  f a r  as  I can  d e t e r m i n e ,  engines  canno t  be a l t e r -  

na ted  in the v a r i o u s  a i r c r a f t s .  

ADMIRAL ARNOLD: I think your  s t a t e m e n t s  a re  t r u e .  T h e r e  a r e  
m i n o r  d i f f e r e n c e s  in  those  eng ines .  The Ai r  F o r c e  and Navy use  b a s i c a l l y  
the s a m e  mode l  eng ines ,  the 1830 b a s i c  engine  des ign .  The Ai r  F o r c e  did 
put a dash  n u m b e r  on tha t  which did i n c o r p o r a t e  m i n o r  changes  and which 
would be p e c u l i a r  to  the Ai r  F o r c e  p lane .  The i n t e r c h a n g e a b i l i t y  of p a r t s  
is  v e r y  wide.  I would l ike  to s ay  that  the d e t e r m i n a t i o n  of r equL-emen t s  
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is  based  so  much  on the ope ra t ions  of the s e r v i c e  c o n c e r n e d  that  I do 
not be l i eve  it  would be p o s s i b l e  for  one s e r v i c e  to, s ay ,  d e t e r m i n e  the 
r e q u i r e m e n t s  of the o the r .  They  migh t  have  d i f f e r e n t  o p e r a t i n g  s c h e d u l e s ,  
differer~t t imes  to be overhau led ,  and that  v a r i e s  to a c o n s i d e r a b l e  ex ten t  
the amount  of eng ines  tha t  h a v e  to be bought .  But  the re  i s  a v e r y  wide 
d e g r e e  of s t a n d a r d i z a t i o n  be tween  the two. In the f i e ld  of weapons ,  the re  
is  a v e r y  wide d e g r e e  of i n t e r c h a n g e  of c o m m o n  weapons  be tween  the 
s e r v i c e s .  Have I a n s w e r e d  you r  q u e s t i o n ?  

QUESTION: In t r y i n g  to wr i t e  th is  r e p o r t  I am p r o b a b l y  l iv ing  in an 
a c a d e m i c  d r e a m .  It is  p o s s i b l e ,  I am s u r e ,  to f u r t h e r  th i s  c ause  and I 
am going to go ahead  and wr i t e  the paper .  

ADMIRAL ARNOT~D: P e r h a p s  you a r e  ta lk ing  not  so  much  about  
s t a n d a r d i z a t i o n  as you a r e  about i n t e r s e r v i c e  suppor t  f r o m  one s e r v i c e  
to the o the r  for  eng ines  and p a r t s .  

QUESTION: That  is  i t  exac t l y .  

ADMIRAL ARNOLD: That  is  s o m e t h i n g  they need to  do m o r e  of, on 
the b a s i s  of a lways  knowing what  the o ther  fe l low has  in the f i e ld  of c o m -  
ponents  and s p a r e s ,  

When i t  gets  down to the d e t e r m i n a t i o n  of r e q u i r e m e n t s - - a n d  I s a y  
this  again ,  I hope only b e c a u s e  i t  is  so  i m p o r t a n t  to m e - - i n  the d e t e r -  
m i n i n a t i o n  of r e q u i r e m e n t s ,  tha t  b a s i c a l l y  has  to be the d e c i s i o n  of the 
fe l low who is going to use  i t .  One of the th ings  we a lways  run  in to  is  
the exchange  of i n f o r m a t i o n  n e c e s s a r y  to a d e t e r m i n a t i o n  of r e q u i r e m e n t s .  
If we p l ace  on one s e r v i c e  the r e s p o n s i b i l i t y  fo r  the d e t e r m i n a t i o n  of 
r e q u i r e m e n t s  fo r  o u r s e l v e s ,  then  we lose  con t ro l  to a l a r g e  ex ten t  of the 
s u p p o r t  of our f o r c e s .  

P r o c u r e m e n t  is  a l i t t l e  bi t  s i m p l e r .  In p r o c u r e m e n t  you have  the 
r e q u i r e m e n t s  a l r e a d y  d e t e r m i n e d .  As you know, the A i r  F o r c e  buys  
a good m a n y  Navy  eng ines  and the Navy  buys  a good m a n y  Ai r  F o r c e  
eng ines ,  but tha t  is a d i f f e r e n t  m a t t e r  f r o m  the d e t e r m i n a t i o n  of r e q u i r e -  
m e n t s .  

QUESTION: You were  ta lk ing  about c r o s s  c o m m u n i c a t i o n  be tween  a 
n o n r e s p o n s i b l e  B u r e a u  and the SDCP.  I wonder  if you would s a y  a l i t t l e  
m o r e  about  that .  I have  n e v e r  s e e n  i t  work ing  and I would l ike  to know 
if i t  is  work ing .  
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9 3 3  
ADMIRAL ARNOLD: We have  e n d e a v o r e d  to d o  i t  in th is  way.  We 

think the m o s t  l o g i c a l  w a y  to do it  i s  to have  the i n f o r m a t i o n  f low f r o m  
the p~ ren t  B u r e a u  r e s p o n s i b l e  for  the e q u i p m e n t  i t s e l f  down th rough  to 
a l l  S D C P ' s  and m a k e  the c r o s s f l o w  d e t e r m i n a t i o n  by the S D C P ' s .  

i f  we want  to take  a t y p i c a l  examp le ,  l e t  us s a y w e  w e r e  s u d d e n l y  
to  makke the d e c i s i o n  that  the E l e c t r o n i c  Supply Off ice  a t  the G r e a t  L a k e s  
w e r e  to a s s u m e  a l l  supp ly  r e s p o n s i b i l i t y  fo r  a i r b o r n e  e l e c t r o n i c s ,  which  
is  c u r r e n t l y  the r e s p o n s i b i l i t y  of the A S O - - s w i t c h  tha t  over  to the  ESO.  

If we do that ,  the  ESO in a s s u m i n g  th i s  suppor t ,  m u s t  ge t  th i s  
f low of p l ann ing  4 - fo rma t ion ,  inc lud ing  the  p lann ing  i n f o r m a t i o n  f lowing  
to the B u r e a u  of A e r o n a u t i c s  and to the ASO. Admi t t ed ly ,  we have  m u c h  

to  do. 

QUESTION: Do you  have  a s ta f f  a g e n c y  in  the Navy  above the B u r e a u s  
tha t  c o r r e s p o n d s  to  our  A s s i s t a n t  Chief  of Staff G-4  in  the A r m y  who is  
r e s p o n s i b l e  for  a l l  m a t e r i e l  p r o g r a m s  ? I r e a l i z e  you have  an  off ice  up 
in  the Off ice  of the S e c r e t a r y  of the Navy,  but  I was w o n d e r i n g  ff t h e r e  
was  s o m e o n e  d i r e c t l y  u n d e r  the CNO ? 

ADMIRAL ARNOLD:  In the Off ice  of the CNO is  an off ice which  
does have  tha t  r e s p o n s i b i l i t y .  On the av ia t ion  s ide  of the Navy  i t  i s  what  
i s  c a l l e d  OPO 5. F o r  a l l  o the r  r e q u i r e m e n t s ,  i t  i s  what  i s  c a l l e d  OPO 4. 
T h e r e  was  a l s o  e s t a b l i s h e d  r e c e n t l y  in the Off ice  of the S e c r e t a r y  an 
Off ice  of A n a l y s i s  and R e v i e w .  It i s  c u r r e n t l y  r a t h e r  s m a l l  but  I expec t  
i t s  i n t e r e s t i n g  func t ions  wi l l  expand m o r e  as  t i m e  goes  on. Tha t  a g e n c y  
is  d i r e c t l y  r e s p o n s i b l e  to the S e c r e t a r y .  

QUESTION: A d m i r a l ,  I th ink  one of the m o r e  p r a c t i c a l  and p e r h a p s  
a c c e p t a b l e  so lu t ions  to the p r o b l e m  of r e p a i r  of e l e c t r o r d c  e q u i p m e n t  and 
the s c a r c i t y  of t e c h n i c a l l y  c o m p e t e n t  r e p a i r  people  aboa rd  sh ip  i s  package  
r e p l a c e m e n t  of un i t s .  That  obv ious ly  cu ts  down the n u m b e r  of s p a r e  i t e m s  
r e q u i r e d .  I would l ike  to a s k  two q u e s t i o n s :  (1) H'ow i s  that  p r o g r a m  
c o m i n g  a l o n g ?  (2) Is t h e r e  any  p o s s i b i l i t y  that  i t  c o m p l i c a t e s  the  d e t e r -  
m i n a t i o n  of the n u m b e r  of un i t s  r e q u i r e d  to be kept  in  s t o r e s  ? 

ADMIRAL ARNOT,D: I am not too familiar with the details of that 
program, but I would say that as these packages get more complex and 
it gets to the point where, instead of taking the thing to pieces and repair- 
ing it, they will take out the unit and plug in another. In electronic avia- 

tion %hat tendency is increasing. It has to. 
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How does  that~,ffect  the s p a r e  p a r t s  s u p p l y ?  Obvious ly  it  is  going 
to r e s u l t  in  our  buying the m o s t  expens ive  componen t s  as ~spares r a t h e r  
than  buying bi ts  a n d  p i e c e s ,  i n c r e a s i n g  the cos t  of e l e c t r o n i c s .  But to 
the ex ten t  we can  r e p a i r  those ,  we can  take  one off tha t  won ' t  work  and 
put  i t  th rough a r e p a i r  f ac i l i t y ,  we c a n  put  i t  back  on the she l f  as  soon  
as  ove rhau l ed .  

QUESTION: The c o m p l i c a t i o n  then is only in s t r e t c h i n g  d o l l a r s  
to buy enough uni t s  ~? 

ADMIRAL ARNOtJD: It is  j u s t  good c o m m o n  sense  to do i t .  Le t  
us s a y o n  one of t hose  package  componen t s  i t  is  of such  a na tu r e  tha t  a 
sh ip  cant t  do i t  but  a t e n d e r  could .  It  is m o r e  log ica l  t h e r e f o r e  to have  
an  ove rhau l  p r o g r a m ,  i t  s e e m s  to me ,  on the t ende r  which can  take the 
old one and get  i t  r e p a i r e d  and r educe  the s i ze  of the things you have  to  
buy.  If we  can  get  a long with that  p r o g r a m  and expand it ,  i t  wi l l  m e a n  
we wi l l  no t  be so  dependent  in c a se  o f ; e m e r g e n c y  on product ion .  We wil l  
be able  to do m o r e  of th is  in our m i l i t a r y  a c t i v i t i e s  to the ex ten t  tha t  
we a r e  able ito do so t  The re  aga in  we get  back  to the bas i c  d e c i s i o n  
tha t  has  to be made  at  the t ime  the s p a r e s  a r e  bought:  Is th is  an i t em we 
wi l l  r e p a i r  o r  a r e  not  going to r e p a i r  ? That  d e c i s i o n  has  to be m a d e  
a n d i t  h a s  ~ y i t a l  i n f luence  on what you buy?  

QUESTION: A d m i r a l  would 'you  d i s cus s  the e l e c t r o n i c  c o m p u t e r  
p r o g r a m  and where  you a r e  going with i t  in  y o u r  s u p p l y  a r e a  ? 

ADMIRAL ARNOLD: If I knew, I could save the Navy untold n u m b e r s  
of m i l l i o n s  in the next  few y e a r s .  

I ei~vision in each  of these  SDCP*s an exact  da ta  p r o c e s s i n g  m a c h i n e ,  
v e r y  s i m i l a r  to  the c o m p u t e r  in  c o n s t r u c t i o n  but not  the s a m e .  Ins tead  
of be ing  des igned  f o r  the computa t ion  of equa t ions ,  i t  is  s i m p l y  des igned  
to handle  a l a r g e  amount  of da ta  and s t o r e  i t .  T h e r e  would be s o m e  m e a n s  
or  o ther ,  such  as  magne t i c  d r u m s ,  to  s t o r e  a va s t  amoun t  o f  m a t e r i a l  
which  you can  ca l l  out on v e r y  s h o r t  no t i ce .  We could have r e p o r t e d  
f r o m  e a c h  one of our  s t o r i n g  ac t i v i t i e s  e v e r y  day  e v e r y t h i n g  t aken  out in 

t h a t  day and c o u l ~ p u t  into the SDCP a runn ing  i n v e n t o r y  N a v y - w i d e  on 
e x a c t l y  how m a n y  we had.  

The d i f f e r ence  be tween  that  and what  we a r e  doing today is th i s :  The 
i n f o r m a t i o n  we get m a y  be as long anywher .e  f r o m  2 to 14 weeks  l a t e .  
I s a y  tha t  i s  too s low f o r  this day and age .  
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9 3 5  
QUESTION:  Do you  h a v e  c o m p u t e r s  now of any  type ? 

A D M I R A L  ARNOLD:  Only  one m o d e l  in  ou r  ASO. Tha t  h a p p e n s  
to be an IBM 701. T h e y  p r o p o s e  to ge t  w i t h i n  the  nex t  f ew  m o n t h s  a 
702.  Tha t  is  aga in  on ly  a s t opgap ,  a o n e - w a y  e f f o r t .  

With the 705, one of the th ings  we wou ld  be ab le  to do wou ld  be  
to take  an  a i r c r a f t  p r o g r a m ,  an  opera thug  p r o g r a m  of any  kind,  and  
t r a n s l a t e  i t  v e r y  q u i c k l y  in to  ne t  r e q u i r e m e n t s .  T h e n  we cou ld  s u b -  
t r a c t  the  a s s e t s  f r o m  that  and d e c i d e  how m u c h  the ne t  r e q u i r e m e n t ~  

i s .  We cou ld  t h e n  r u n  tha t  a g a i n s t  how m u c h  we h a v e  and d e c i d e  
w h e t h e r  the p r o g r a m  is  f e a s i b l e .  Tha t  i s  a n o t h e r  th ing  we s h o u l d  be  

ab l e  to  do .  

QUESTION:  A d m i r a l ,  I u n d e r s t o o d  you  to  s a y  tha t  y o u r  p l a n n i n g  
g u i d a n c e  s t e m s  p r i m a r i l y  f r o m  the CNO. 

A D M I R A L A R N O T , D :  T h a t ' s  r i g h t .  

QUESTION:  A r e  you r e f e r r i n g  to the u n i l a t e r a l  Navy  p o s i t i o n  or  
h a s  th is  g u i d a n c e  h a d  the  a p p r o v a l  of t he  S e c r e t a r y  of D e f e n s e  p r i o r  to  

the r e c e i p t  of g u i d a n c e  f r o m  the CNO? 

A D M I R A L  ARNOLD: It  ha s  the  b l e s s i n g  of the JCS and  the S e c r e t a r y  
of D e f e n s e .  I n e g l e c t e d  to m e n t i o n  that ,  bu t  i t  is  an  e s s e n t i a l .  

QUESTION:  I p r e s u m e  the Navy  ha s  a g r e a t  m a n y  i t e m s  w h i c h  a r e  
p r o c u r e d  l o c a l l y  and w h i c h  do not  h a v e  a c e n t r a l  i n v e n t o r y  c o n t r o l  po in t .  
How do you a s s e m b l e  y o u r  r e q u i r e m e n t s  d a t a  a t  t he  n a t i o n a l  l e v e l  in  o r d e r  

to a r r i v e  a t  b u d g e t s  f o r  t hose  i t e m s  ? 

ADMIRAL ARNOLD: At the present time we don't have any items 
that are used in considerable quantity which are on that local procurement 
requirements determination basis. The Air Force, I know, is going into 
that on a pretty wide basis. We have not as yet. There are some common 

items in which we do intend to expand considerably in the next few years. 

In the Navy  we a r e  go ing  in to  it  r a t h e r  ~ a u t i o u s l y .  We f e e l  in  t i m e  
of e m e r g e n c y  t h e s e  l o c a l  s o u r c e s  m i g h t  v e r y  q u i c k l y  d r y  up.  A n o t h e r  
th ing  is that ,  if  you go to  l o c a l  s o u r c e s ,  t h e r e  is  no  i n f o r m a t i o n  b a c k  as  
to wha t  the r a t e  of u s a g e  is  u n l e s s  we go to s o m e  s p e c i a l  m e a n s  to g e t  i t .  
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QUESTION: I s t i l l  don ' t  u n d e r s t a n d  the e l i m i n a t i o n  of dup l ica t ion .  
I have  been  told that  i t  i s  be ing  done at  the D e p a r t m e n t  l eve l ,  but th~ 
M a t e r i a l  off ice d o e s n ' t  do i t .  I s t i l l  c a n ' t  s e e  whe re  a p o s s i b l e  duplicatior~ 
say ,  of a i r b o r n e  r a d a r  would be e l i m i n a t e d  f r o m  the r e q u i r e m e n t s  of s h i p -  
boa rd  r a d a r .  Jus t  whe re  in  the D e p a r t m e n t  is  tha t  dup l i ca t ion  e l i m i n a t e d  ? 
What  office does  it  ? 

ADMIRAL ARNOLD: In the f i r s t  p lace  l e t  me  s a y  tha t  we don ' t  expec t  
at  the p r e s e n t  t ime  to have  an a i r t i g h t  s y s t e m  to e l i m i n a t e  e v e r y  p o s s i b l e  

i t e m  of dup l i ca t ion .  We have  an office in the B u r e a u  which knows the kinds  
of m a t e r i a l  tha t  a l l  t hese  S D C P ' s  c a r r y  and they know whe re  those s a m e  
a r e a s  of dup l i ca t ion  a r e .  They wi l l  go to these  S D C P ' s  and demand  a l i s t  
of t hese  c a t e g o r i e s  and see  how much  dupl ica t ion  we have .  If i t  i s  not too 
much ,  they  le t  i t  ride~ ff i t  i s  too much,  the D e p a r t m e n t  m a k e s  the dec i s i on  
fo r  the SDCP to take k over  the N a v y ' s  r e q u i r e m e n t s  con t ro l  r e s p o n s i b i l i t y  
for  tha t  c a t e g o r y .  

Quite  f r a n k l y ,  the F e d e r a l  ca t a log  p r o g r a m ,  when the work  is  a l l  
comple ted ,  wi l l  to a c o n s i d e r a b l e  ex ten t  e l i m i n a t e  tha t  dup l i ca t ion .  We 
wi l l  have  then only to m a t c h  up n u m b e r s .  We have a Navy ca t a log  s y s t e m  
which is  of g r e a t  help  but i t  i s  not of as  m u c h  a s s i s t a n c e  a s  the c o m p r e h e n -  
s ive  F e d e r a l  ca t a log  i s .  Once the n u m b e r s  a re  in, once we have  gone 
th rough  a l l  th is  work  which F e d e r a l  c a t a log ing  r e q u i r e s ,  then  we wi l l  be 
a b l e  to m a t c h  up n u m b e r  by  n u m b e r  to s e e  how g r e a t  the dup l ica t ion  i s .  

I don ' t  think i t  i s  a d e s i r a b l e  ob jec t ive  to t r y  to e l i m i n a t e  a l l d u p l i c a -  
t ion.  It would not  be wor th  what  i t  cos t s ,  p a r t i c u l a r l y  i n  s m a l l  i t e m s  and 
s m a l l  u sage  r a t e  i t e m s .  

QUESTION: A d m i r a l ,  I u n d e r s t a n d  a s tudy  has  been  made  r e g a r d i n g  
the f e a s i b i l i t y  of s e t t i n g  up a s e p a r a t e  s e r v i c e  office of supp ly .  Has  such  
a s tudy  been  made  and would you c a r e  to d i s c u s s  the r e s u l t s  of i t  ? 

I d o n ' t  b e l i eve  any s t udy  was made  about  a four th  s e r v i c e  as a supp ly  
s e r v i c e  fo r  a l l  the o ther  s e r v i c e s .  We i n t h e  Navy have a lways  been  
opposed to that .  I hope I make  i t  c l e a r  when I s a y  the r e a s o n  fo r  i t  i s  
tha t  we fee l  that  the d e t e r m i n a t i o n  of r e q u i r e m e n t s  is  a job which has  to 
be c lose  to the o p e r a t i n g  people .  

If we e s t a b l i s h  a fou r th  s e r v i c e  of supply ,  c o m p l e t e l y  s e p a r a t e d  
f r o m  the people  who a r e  ope ra t i ng  at the work ing  leve l ,  I f e e l  i t  would 
be a s e r i o u s  m i s t a k e  and would weaken  our s t r e n g t h  a g r e a t  dea l .  In a l l  
the supply  ope ra t ions  I have e v e r  been  engaged  i n - - s o m e  20 y e a r s  now- -  
I have  found t h a t  the c l o s e r  I worked  with  the ope ra t i ng  people ,  the b e t t e r  
job I got done. 
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9 3 7  
We f i n d  today ,  w h e r e v e r  we f i nd  a s e r i o u s  p r o b l e m  in  the d e t e r -  

m i n a t i o n  of r e q u i r e m e n t m ,  b u y i n g  too m u c h  or  too  l i t t l e ,  we c a n  
u s u a l l y  t r a c e  i t  s o m e  w a y  to s o m e  l a c k  of e x c h a n g e  i n f o r m a t i o n .  A 
f o u r t h  s e r v i c e  of s u p p l y  would  not  h a v e  the  m e a n s  of a r r a n g i n g  f o r  t h a t  
c o m p l e t e  f low of i n f o r m a t i o n  up and  down.  A g a i n ,  I d o n ' t  t h i n k  we 

would  ge t  m u c h  out  of i t .  

At  the p r e s e n t  t i m e ,  the DOD d i r e c t i v e  i s  t h a t  e a c h  s e r v i c e  m a i n t a i n  
and  o p e r a t e  i t s  own s u p p l y  s e r v i c e .  T h a t  i s  down in  b l a c k  and  w h i t e .  

Q U E S T I O N :  Would  y o u  go a l i t t l e  b i t  f u r t h e r  in to  how the  u s a g e  
i n f o r m a t i o n  e x p o s e d  b y  the m a i n t e n a n c e  f o r c e s  i s  fed  in to  the  N a v y  

E s t a b l i s h m e n t ' s  r e q u i r e m e n t s  s y s t e m  ? 

A D M I R A L  A R N O L D :  T h e r e  a r e  two b a s i c  p r o c e s s e s  b y  w h i c h  i t  i s  
done .  The  f i r s t  i s  the r e l a t i v e l y  s i m p l e  one,  w h e n  a s p a r e  p a r t  i s  i s s u e d  
f r o m  a s u p p l y  a c t i v i t y  - ° a n d  I m e a n  no t  on ly  depo t s  bu t  the s u p p l y  d e p a r t -  
m e n t  of a s t a t i o n  or  a s h i p y a r d - - w h e n  tha t  m a t e r i a l  l e a v e s  the s u p p l y  
d e p a r t m e n t ,  i t  c a n  be  c h a r g e d  as  a n  i s s u e ,  and t h a t  w i l l  s e r v e  as  p a s t  
usage-  and  s o  as  a m e t h o d  f o r  p r e d i c t i n g  w h a t  f u t u r e  u s a g e  w i l l  b e .  T h a t  

i s  one s y s t e m .  

The t r o u b l e  w i th  t h a t  is  t ha t  ff the  u s e r  h a s  h e d g e d  a l i t t l e  and  
d o e s n ' t  u s e  m o r e  than  h e  r e q u i r e s ,  t h a t  c r a n k s  in  a f a l s e  f a c t o r  of u s a g e  
and  l e a d s  to  the  c o m p u t a t i o n  of e x c e s s i v e  d e m a n d .  T h e r e  i s  a l s o  a l a g  
t h e r e .  L e t  us  s a y  a y e a r  ago  the f e l l o w  c h a r g e d  put  s o m e t h i n g  and  

c h a r g e d  i t  a s  u s e d .  

The b e t t e r  s y s t e m ,  p a r t i c u l a r l y  on t e c h n i c a l  s u p p l i e s ,  i s  t h a t  you  
ge t  i t  f r o m  the f e l l o w  who a c t u a l l y  pu t s  i t  in to  a p i e c e  of e q u i p m e n t .  
If we a r e  t a l k i n g  abou t  r e s i s t o r s ,  we would  ge t  i t  f r o m  the r a d i o m a n  who 
a c t u a l l y  p u t s  r e s i s t o r s  in t h e r e  and  c h a r g e s  i t  off a t  the t i m e  and  s e n d s  

you  tha t  a c t u a l  u s a g e .  

A v e r y  i m p o r t a n t  f a c t o r  abou t  u s a g e  i s  t ha t  you  c a n ' t  h a v e  j u s t  u s a g e .  
I t  h a s  to  be  r e l a t e d  to s o m e t h i n g  or  o t h e r .  In  the c a s e  of e l e c t r o n i c s ,  
I u n d e r s t a n d  i t  i s  s o m e t i m e s  c h a r g e d  off to o p e r a t i n g  h o u r s  of e q u i p m e n t .  
You  c a n ' t  c h a r g e  ~us t  s o  m a n y ;  you  h a v e  to  r e l a t e  i t  to t i m e ,  h o u r s ,  or  
s o m e t h i n g  of tha t  s o r t .  In  a i r c r a f t ,  i t  i s  done  b y  f l y i n g  h o u r s .  
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We found that  one of our g r e a t e s t  d i f f i cu l t i e s  was in  ge t t ing  th i s  
i n f o r m a t i o n  f a s t  enough,  We found i t  was b e t t e r ,  r a t h e r  than  going 
out and t r y i n g  to get  e v e r y p i e c e  i n s t a l l e d ,  to  g o t o  a s e l e c t e d  uni t  
in  which  you have  con f idence  and a sk  i t  to send  i n f o r m a t i o n  da ta  on 
a spec i f i c  p i ece  of equ ipmen t  fo r  a p e r i o d  of  t i m e .  If you conf ine  i t  
to one or  two o p e r a t i n g  uni t s  and one or  two r e p a i r  a c t i v i t i e s ,  i t  i s  
m o r e  a c c u r a t e ;  a l s o  the l abo r  would be m u c h  l e s s .  Tha t  is  a use  to 
which  we could put  the e l e c t r o n i c  c o m p u t e r .  We would a t t e m p t  to 
ge t  u s a g e  da ta  qu ick ly  and t r a n s l a t e  i t  in to  s o m e t h i n g  we could  u s e .  

QUESTION: Are  the m a i n t e n a n c e  f o r c e s  m o r e  n e a r l y  a p a r t  of 
the supp ly  s y s t e m  or the o p e r a t i n g  s y s t e m  ? 

ADMIRAL ARNOt.D: I would l ike  to a n s w e r  the ques t ion  by s a y i n g  
tha t  we c o n s i d e r  the supp ly  people  wi th  the o p e r a t i n g  f o r c e s  a p a r t  of 
the ope ra t i ng~ fo rce s .  One of the r e a s o n s  I don ' t  th ink a fou r th  s e r v i c e  
of supp ly  would be as e f fec t ive  as  the supp ly  s y s t e m  that  the s e r v i c e s  
u s e  today  is  that  we c o n s i d e r  supp ly  an i n h e r e n t  p a r t  of the o p e r a t i n g  
f o r c e s ,  e x i s t i n g  fo r  one p u r p o s e ,  to take c a r e  of the people  who o p e r a t e .  
That  is  why w e  th ink  they  have  to be p a r t  of the o p e r a t i n g  f o r c e s .  

QUESTION: Where  in  the o r g a n i z a t i o n  and when a r e  your  r e q u i r e -  
m e n t s  co s t ed  and put  into a budget  f o r  de fense  in C o n g r e s s  ? Second, 
ff your  budget  as  s e n t  to the C o n g r e s s  i s  cut, who in the o r g a n i z a t i o n  
dec ides  w h e r e  the cuts  wi l l  go?  By  t h a t  I mean ,  a p p a r e n t l y  B u r e a u s  
cos t  t h e i r  ind iv idua l  budgets  and s o m e o n e  above tha t  t i e s  t h e m  t o ~ e t h e r .  
If t h e r e  i s  a cut, who s e t t l e s  the f ight  about where  our. d o l l a r s  go ? 

ADMIRAL ARNOLD: The a n s w e r  to the f i r s t  p a r t  i s :  Where  we 
budget  t he se  s p a r e  p a r t s  c a t e g o r i e s .  The Navy has  been  for  some  y e a r s  
ge t t ing  f i n a n c i a l  i n f o r m a t i o n  on how m u c h  i t  has  on hand,  how much  has  
been  i s sued ,  how much  is  due in, a n d  so  fo r th .  That  is  a ccumula t ed ,  not 
a t  the SDCP; i t  is  a c c u m u l a t e d  f r o m  the people  a c t u a l l y  s t ock ing  the  
m a t e r i a l .  Tha t  i s  fed in  on a q u a r t e r l y  b a s i s .  Tha t  b e c o m e s  ava i l ab l e  
a t  the SDCP e v e r y  q u a r t e r  fo r  e v e r y  m a t e r i a l  hand led  in d o l l a r  . f i g u r e s - -  
how much  on hand,  how much  c o m e s  in f rom p u r c h a s e ,  how much is 
expended  for  end use ,  how much  has  gone o~t  for  suppo r t .  

When he c o m e s  up to p r e p a r e  the budget ,  he. wi l l  take each  c a t e g o r y  
of m a t e r i a l  he hand le s  and he wi l l  s ee  how much  he has  i s s u e d  du r ing  t h e  
p a s t  y e a r ,  .and tha t  wi l l  be a s o r t  of guide as  to what  we can  expec t  to do, 
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D39 T h e r e  a g a i n  the  p l a n n i n g  ;fac:tor h a s  to b e  a p p l i e d .  F o r  e x a m p l e ,  
ff w e  w e r e  to take  an  i t e m  v e r y  c l o s e l y  r e l a t e d  to  p e r s o n n e l  and 
t h e r e  w e r e  go ing  to be h a l f  a g a i n  as  m a n y  p e o p l e  in  the N a v y  as  
w h e n  he  p l a n n e d  h i s  s u p p o r t ,  he  h a s  to f i g u r e  the  p l a n n i n g  f a c t o r  
in  t e r m s  of how m u c h  of tha t  budge t  he  i s  go ing  to  u s e .  

The  b u d g e t  i s  a b u s i n e s s  of g ive  and t a k e .  If the SDCP 
r e p r e s e n t a t i v e  c o m e s  in  wi th  a b u d g e t  of 50 m i l l i o n  d o l l a r s  and  he  i s  
to ld  tha t  he  c a n  h a v e  on ly  35 m i l l i o n ,  then  the  f i r s t  t h ing  he  does  i s  
to  b e g i n  to cut  d o w n  the  s t o c k  l e v e l  on h a n d - - w h a t  he  c a r r i e s .  Tha t  
i s  abou t  the on ly  t h i n g  he  c a n  d o - - r e d u c e  the  o n - h a n d  s t o c k  l e v e l .  T h i s  
does  in  a w a y  r e d u c e  h i s  r e a d i n e s s  p o s i t i o n .  

At  t h e  p r e s e n t  t i m e ,  the N a w j  i s  no t  a l l o w e d  to buy  a n y  c o n s i d e r a b l e  
a m o u n t  of m o b i l i z a t i o n  r e s e r v e ;  a l s o  in  the N a v y  we a r e  no t  a l l o w e d  to 
d r a w  down the m o b i l i z a t i o n  r e s e r v e  in  t e r m s  of g e n e r a l  r e a d i n e s s .  We  
a r e  a l l o w e d  to b a l a n c e  the f u l l  m o b i l i z a t i o n  r e s e r v e .  W h e r e  we a r e  
l ong  on one i t e m  and  h a v e  none of a n o t h e r ,  we c a n  d r a w  down the m o b i l -  
i z a t i o n  r e s e r v e  on the l ong  i t e m  and  ge t  the m o n e y  b a c k  in  r e s p e c t  to 
the  s t o c k  a c c o u n t  and  put  tha t  i n to  the new i n v e s t m e n t .  

Q U E S T I O N :  On th i s  t h r o w - a w a y  type  of m a i n t e n a n c e  t ha t  you  d i s -  
c u s s e d ,  h a v e  you  had  any  s u c c e s s  in  h a v i n g  C o n g r e s s  a c c e p t  th i s  k ind  
of c o n c e p t  ? I h e a r d  i t  was  v e r y  r e l u c t a n t  to t h r o w  a w a y  a n y t h i n g  of 
t h a t  t ype .  

A D M I R A L  A R N O L D :  I th ink  you  u n d e r s t a n d  we a r e  not  t a l k i n g  
abou t  e x c h a n g e  b u y i n g .  We a r e  t a l k i n g  abou t  a p i e c e  tha t  w e a r s  out .  
The  m e c h a n i c  t akes  i t  off and f i t s  i n  a new p i e c e  and t h r o w s  the old one 
a w a y ,  C o n g r e s s  i s  v e r y  c r i t i c a l  of the r e p a r a b l e  m a t e r i a l  c a r r i e d  
on h a n d  w h i c h  a m o u n t s  to v e r y  l a r g e  f i g u r e s .  One of the r e a s o n s  i s  
tha t ,  a s  we a c c u m u l a t e  r e p a r a b l e  m a t e r i a l ,  we d o n ' t  e s t a b l i s h  a u s a g e  
r a t e ,  p a r t i c u l a r l y  w h e n  we a r e  b u y i n g  f o r  a long  t ime ;  tha t  r e s u l t s  in  
an  a c c u m u l a t i o n  of d o l l a r  v a l u e ,  p a r t i c u l a r l y  of tha t  r e p a r a b l e  m a t e r i a l .  

C A P T A I N  B R OWN:  A d m i r a l  A r n o l d ,  on b e h a l f  of the C o m m a n d a n t ,  
the  s t u d e n t  body ,  the  s t a f f ,  and f a c u l t y  of the  I n d u s t r i a l  C o l l e g e ,  I would  
l i k e  to  e x p r e s s  a p p r e c i a t i o n  f o r  an  e x c e l l e n t  s p e e c h  and  a m o s t  o u t s t a n d -  
Lug p e r f o r m a n c e  in  the  q u e s t i o n  and  a n s w e r  p e r i o d .  T h a n k  you v e r y  m u c h .  

(28 ,Tan 1 9 5 5 ' - 3 5 0 ) S / r u i n g  
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