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GENERAL NIBLO: Good m o r n i n g .  Dur ing  the pas t  two y e a r s  
each of us has  r e p e a t e d l y  h e a r d  of the A d m i n i s t r a t i o n , s  e f for t  to 
e s t a b l i s h  the sound b u s i n e s s  of a d m i n i s t r a t i o n  and c o m m e r c i a l  
m a n a g e m e n t  in the d e p a r t m e n t  of a d m i n i s t r a t i o n  of our F e d e r a l  
G o v e r n m e n t .  That  has  been one of the f a m i l i a r  s igns  of our 
p r e s e n t  A d m i n i s t r a t i o n .  

Th i s  m o r n i n g  we in i t i a t e  a s e r i e s  of four  i n t e g r a t e d  l e c t u r e s  
on m a n a g e m e n t  within the f ie ld  of supp ly  and l o g i s t i c s .  As you a l l  
know, any  m i l i t a r y  supply  and l o g i s t i c s  s y s t e m  m u s t  have  as  i t s  
p r i m a r y  ob jec t ives  suppo r t i ng  the comba t  o p e r a t i o n s .  Consequen t ly ,  
a good s t o r a g e  and d i s t r i b u t i o n  s y s t e m  is e s s e n t i a l .  

Our  gues t  s p e a k e r  th i s  m o r n i n g  is  the D i r e c t o r  of S torage ,  
D i s t r i bu t i on ,  and D i s p o s a l  in the  Off ice  of the A s s i s t a n t  S e c r e t a r y  
of Defense  (Supply and L o g i s t i c s ) .  He b r i n g s  with h im to th i s  
a s s i g n m e n t  a weal th  of knowledge  and  pas t  e x p e r i e n c e  in the  f ie ld  
of c o m m e r c i a l  s t o r a g e  and d i s t r i bu t i on ,  as  wel l  as  m i l i t a r y  s t o r a g e ,  
d i s t r i bu t i on ,  and m a n a g e m e n t  of depots .  

Mr .  D r a k e  has  p r e v i o u s l y  d e m o n s t r a t e d  h i s  i n t e r e s t  in the 
I n d u s t r i a l  Cot lege .  H e  has  p r e v i o u s l y  l e c t u r e d  f r o m  th is  p l a t f o r m ,  
In fact  he and h i s  s ta f f  have a s s i s t e d  our f acu l ty  in f o r m u l a t i n g  the 
p r o g r a m  for  the c o u r s e  of s t ud i e s  that  you a r e  now p u r s u i n g  in 
l o g i s t i c s ,  as  wel l  as  in s t o r a g e  and d i s t r i b u t i o n .  He is  our  f acu l ty  
expe r t  and a d v i s e r  on the sub j ec t  of our s y s t e m  of s t o r a g e  and 
d i s t r i b u t i o n  of m i l i t a r y  supp l i e s  and equ ipment .  

Mr.  Drake ,  it i s  a p l e a s u r e  to we l come  you back to the f acu l ty  
of gues t  s p e a k e r s  and to p r e s e n t  you to th i s  y e a r ' s  Class .  L a d i e s  and 
gen t l emen ,  Mr .  Drake .  

MR. DRAKE: G e n e r a l  Niblo, gues t s ,  and gen t l emen:  It is  
indeed a p l e a s u r e  to have  this  oppor tun i ty  to ta lk  to you about  the 
m i l i t a r y  s t o r a g e  and d i s t r i b u t i o n  s y s t e m s .  T h e r e  a r e  a g r e a t  m a n y  
a d v a n t a g e s  in speak ing  to a g r o u p s u c h  as  y o u r s  on the sub jec t  of 



m i l i t a r y  s t o r a g e  and d i s t r i b u t i o n  func t ions .  V i r t u a l l y  a l l  of you have  
devoted p a r t s  of your  c a r e e r s  to m i l i t a r y  l o g i s t i c s .  I am su re  that  
a m a j o r i t y  of you have  done tours  of du ty  in which you have  had 
s t o r a g e  or  d i s t r i b u t i o n  r e s p o n s i b i l i t i e s .  F o r  these  r e a s o n s  I don ' t  
have  to i m p r e s s  you with s t a t i s t i c s  as to the vas t  s i ze  of the m i l i t a r y  
s t o r a g e  b u s i n e s s ;  nor  do i n e e d  to exp la in  i ts  c o m p l e x i t i e s  and the 
fac t  that we a r e  con t inuous ly  faced with c o u n t l e s s  p r o b l e m s  in our  
e f fo r t s  to  do a good s t o r a g e  and d i s t r i b u t i o n  job. 

But  some things  have been  happen ing  l a t e l y  which you migh t  
n o t  know about.  F o r  one thing, the Assis t ,  ant  S e c r e t a r y  of Defense  
(Supply and L o g i s t i c s )  has ,  du r ing  the pa s t  few months ,  f o r m u l a t e d  
some new and quite r e a l i s t i c  ob jec t ives  for  the i m p r o v e m e n t  of the 
supply  s y s t e m s  of the m i l i t a r y  s e r v i c e s .  F o r  ano the r  thing our 
method of app roach  has  undergone  a v e r y  dec ided  c h a n g e .  And in 
the s t o r a g e  and d i s t r i b u t i o n  f i e lds ,  the four  s e r v i c e s  and m y  off ice 
a r e  w o r k i n g  as one defense  t eam to ach ieve  common  goals  wh ich ,  
we have  u n a n i m o u s l y  ag reed ,  can be and wil l  be r e a c h e d .  Those  
a r e  the th ings  I be l i eve  I should ta lk  about th is  m o r n i n g .  

As a s t a r t ,  I should te l l  you what the c u r r e n t  Supply and 
l o g i s t i c s  ob jec t ives  a r e ,  s ince  the s t o r age ,  d i s t r i bu t i on ,  a n d  
d i s p o s a l  p r o g r a m s  for  which I am r e s p o n s i b l e  m u s t  ope ra t e  wi thin  
these  g u i d e l i n e s ,  The A s s i s t a n t  S e c r e t a r y  of Defense  (Supply and 
L o g i s t i c s )  has  sa id ,  and the m i l i t a r y  d e p a r t m e n t s  have  ag reed ,  
that  our p r i m a r y  ob jec t ive  is to develop a de fense  supply  s y s t e m  
that wil l  be coord ina t ed  under  un i fo rm po l i c i e s  and c r i t e r i a  e s t ab -  
l i shed  by the S e c r e t a r y  of Defense .  This  wil l  be a de fense  supply  
s y s t e m  which has  these  five c h a r a c t e r i s t i c s :  

1. It wil l  c o m p r i s e  the four  ex i s t i ng  m i l i t a r y  supply  s y s t e m s  
but wil l  m a i n t a i n  the i n t e g r i t y  of each s y s t e m  under  the s e p a r a t e  
a d m i n i s t r a t i o n  and o p e r a t i o n a l  con t ro l  of the S e c r e t a r i e s  of the 

military d e p a r t m e n t s .  

2 .  It wil l  p rov ide  for  n e c e s s a r y  u n i f o r m i t y  in t hose  ope ra t i ng  
po l i c i e s  and func t ions  which a r e  c o m m o n  to two or m o r e  of the 

s e r v i c e s .  

3. It wil l  a s s u r e  the h i g h e s t  p o s s i b l e  d e g r e e  of e f f i c i ency  in 
each of the ind iv idua l  supply  s y s t e m s  and the comple te  e l i m i n a t i o n  
of u n n e c e s s a r y  dup l i ca t ion  be tween  those s y s t e m s .  
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4. It wi l l  i n s u r e  tha t  each  m i l i t a r y  s e r v i c e  wi l l  r e n d e r  s u p p l y  
s u p p o r t  to the  o t h e r  t h r e e  s e r v i c e s  t o  the  ex ten t  tha t  e f f e c t i v e  and  
e c o n o m i c a l  supp ly  m a n a g e m e n t  r e q u i r e s .  

5. It wil l  be  as  a d a p t a b l e  to  p e r i o d s  of m o b i l i z a t i o n  o r  a l l - o u t  
wa r  as  i t  i s  to p e a c e  o r  co ld  w a r .  

As I p r o c e e d  I s h a l l  e l a b o r a t e  f u r t h e r  on the  m e a n i n g  and i n t en t  
of t h i s  o b j e c t i v e ;  but a t  t h i s  poin t  I want  to m a k e  a few t h i n g s  v e r y  
c l e a r :  

1. T h e r e  wi l l  not  be  a s e p a r a t e  d e p a r t m e n t  of supp ly .  The  
Off ice  of t he  S e c r e t a r y  of D e f e n s e  ( O S D ) d o e s  not  n e e d  to or  want  
to o p e r a t e  the  supp ly  s y s t e m s  of the  s e r v i c e s .  

2. We do not  a d v o c a t e  u n i f o r m i t y  fo r  u n i f o r m i t y , s  sake ;  but  
we n e e d  and e x p e c t  to ge t  u n i f o r m i t y  w h e r e  it  i s  e s s e n t i a l  to the  
e c o n o m i c a l  and  e f f e c t i v e  o p e r a t i o n  of the  s e v e r a l  supp ly  s y s t e m s .  

3. E f f i c i e n c y  in o p e r a t i n g  p r a c t i c e  and a d m i n i s t r a t i v e  p r o -  
c e d u r e s  is a m u s t ;  we wi l l  not  k n o w l i n g l y  w a s t e  our  p r e c i o u s  
r e s o u r c e s  of m e n ,  m o n e y ,  and  m a t e r i e l .  

4. A l though  e a c h  of the  m i l i t a r y  s e r v i c e s  now p r o v i d e s  con-  
s i d e r a b l e  supp ly  s u p p o r t  to the  o t h e r s ,  t h r o u g h  s i n g l e - s e r v i c e  
p r o c u r e m e n t ,  c r o s s - s e r v i c i n g  of s u p p l i e s  and supp ly  Se rVices ,  and  
j o i n t - s e r v i c i n g  of v a r i o u s  t ypes ,  we e x p e c t  to a c h i e v e  a m u c h  g r e a t e r  
o b s e r v a n c e  of the  p r i n c i p l e  of i n t e r s e r v i c e  supp ly  s u p p o r t  than  is  now 
e v i d e n t .  

5. We do not  p r o p o s e  to  a l l ow  o u r s e l v e s  to be  caugh t  in a p o s i t i o n  
w h e r e  our  p e a c e t i m e  supp ly  s y s t e m s  a r e  so  i n f l e x i b l e  tha t  t hey  canno t  
be  g e a r e d  i m m e d i a t e l y  to c o n d i t i o n s  of a l l - o u t  m o b i l i z a t i o n  o r  w a r .  
M o b i l i z a t i o n  p l a n n i n g  i s  and wi l l  c o n t i n u e  to be an i n t e g r a l  p a r t  of our  
supp ly  s y s t e m s  p lann ing .  

T h e s e ,  then ,  a r e  t o d a y ' s  supp ly  and  l o g i s t i c s  o b j e c t i v e s ;  t h e y  
a r e  the  g u i d e l i n e s  wi th in  which  our  s t o r a g e ,  d i s t r i b u t i o n ,  and  d i s p o s a l  
p r o g r a m s  a r e  p l a n n e d  and m a n a g e d .  Many of you m i g h t  a t  t h i s  point  
say:  "I t  l ooks  as  though  t h e r e  has  b e e n  a c h a n g e " ;  I a s s u r e  you tha t  
t h e r e  has  been .  And to poin t  up t h o s e  c h a n g e s  I n e e d  to go b a c k  in to  



recent history a bit. First, however, I should give you a general 
idea of the approach we are now using as we proceed to achieve our 
objectives, because that, too, is substantially different fromthe 

way we proceeded as recently as a year ago. 

Fundamental to our approach to the improvement of storage, 
distribution, and disposal in the military services is the accepted 
and practiced philosophy that those who furnish the guidelines--in 
this case my office--and those who use the guidelines in operating 
the supply systems--the military services--must work harmoniously 
together, using the same management data in their efforts to achieve 
common objectives. What this means is that the development, review, 
and revision of Department of Defense policies is a joint undertaking-- 
the operators are having a voice in policymaking. It means also that 
through these close organizational relationships with the services we, 
at the policy-making level, are be~ter able to evaluate the effective- 
ness of the policy decisions we have made. And, of equal importanc% 
it means that we and the four services can move in concert toward 
one common objective instead of a variety of objectives as has been 

t rue  in the pas t .  

F u n d a m e n t a l  a l so  to our p r e s e n t  a p p r o a c h  fs the need  to i n t e g r a t e  
the ex i s t i ng  supply  s y s t e m s  to the ex ten t  f e a s i b l e .  However ,  the 
d i s s i m i l a r i t y  in those  s y s t e m s  has ,  in the pas t ,  been  a m a j o r  b a r r i e r  
to m a n y  of the i n t e g r a t i o n  m e a s u r e s  p roposed .  Consequen t ly ,  the 
work p r o j e c t s  which a r e  now a s s i g n e d  h i g h e s t  p r i o r i t y  a r e  those  which 
r e m o v e  the b a r r i e r s  to i n t eg ra t i on ,  as  I wil l  i l l u s t r a t e  for  you in a 

few m o m e n t s .  

Having  in mind  these  r a t h e r  g e n e r a l  r e f e r e n c e s  to our c u r r e n t  
ob j ec t ives  and app roach ,  suppose  that for  p u r p o s e s  of c o m p a r i s o n  
we exp lo re  some  f a i r l y  r e c e n t  h i s t o r y .  

Most  of you wi l l  r e m e m b e r  that  du r ing  Wor ld  War  II our two 
m i l i t a r y  d e p a r t m e n t s  we re  o p e r a t i n g  26 m a j o r  s t o r a g e  and d i s t r i b u t i o n  
s y s t e m s .  The War  D e p a r t m e n t  ope ra t ed  8 of t h e s e - - 1  for  each  of 7 
t e c h n i c a l  s e r v i c e s ,  and 1 for  A r m y  Ai r  F o r c e s .  The Navy  D e p a r t m e n t  
had a s e p a r a t e  s y s t e m  for  each  of 17 c o m m o d i t y  g roups  and 1 for  the 
Marine Corps, a total of 18 separately administered Navy systems. 
The logistical problems which arose due to this multiple-system situ- 
ation were tremendous both in number and in scope. I found myself 
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in  the m i d d l e  of t h e s e - p r o b l e m s ,  as  m a n y  of you did;  and we can  a l l  
now be thankfu l  that  a k ind  P r o v i d e n c e  a l l o w e d  s u f f i c i e n t  t i m e  fo r  
A m e r i c a n  i n g e n u i t y  and r e s o u r c e f u l n e s s  to o v e r c o m e  t h e s e  and 
o t h e r  m a j o r  p r o b l e m s  so that  the wa r  f i n a l l y  cou ld  be  won. At w a r ' s  
end ,  h o w e v e r ,  we s t i l l  had  the s a m e  26 m a j o r  s t o r a g e  and d i s t r i b u -  
t ion  s, y s t e m s ,  b u t w e  had l e a r n e d  a l e s s o n  which  le f t  a l a s t i n g  i m p r e s -  
s i o n  on l o g i s t i c a l  p l a n n e r s .  

The Navy  was the  f i r s t  to app ly  the l e s s o n .  Soon a f t e r  fhe war  
it pu t  in to  o p e r a t i o n  a p l a n  to p h y s i c a l l y  i n t e g r a t e  i t s  17 c o m m o d i t y  
s y s t e m s  in to  2 - - 1  fo r  a m m u n i t i o n  and 1 fo r  a l l  o t h e r  s u p p l i e s .  The 
s i n g l e  s y s t e m  fo r  the  M a r i n e  C o r p s  was Ief t  i n t ac t .  

When  it was  c r e a t e d  in  1947, the D e p a r t m e n t  of the  A i r  F o r c e  
r e m e m b e r e d  we l l  the  l e s s o n s  of W o r l d  War  II and p r o v i d e d  fo r  a 
s i n g l e  s t o r a g e  and d i s t r i b u t i o n  s y s t e m  u n d e r  the A i r  M a t e r i e l  
C o m m a n d .  

The  A r m y  is  m a k i n g  good u se  of i t s  r e c e n t  w a r  e x p e r i e n c e s  
and,  wh i l e  t h e r e  a r e  s t i l l  s e v e n  s e p a r a t e l y  a d m i n i s t e r e d  s t o r a g e  
and  d i s t r i b u t i o n  s y s t e m s  (o r  e igh t ,  if the A r m y  Ad ju t an t  G e n e r a l  is  
i n c l u d e d ) ,  a g r e a t  m a n y  s t a n d a r d i z a t i o n  m e a s u r e s  h a v e  b e e n  or  a r e  
b e i n g  p l a n n e d  or  i n s t i t u t e d  wh ich  wi l l  p a v e  the way fo r  g r e a t e r  i n t e g r a -  
t ion  of t h e s e  s y s t e m s  in the fu tu r e .  

So, the p a s t  e igh t  o r  n ine  y e a r s  h a v e  a c c o u n t e d  fox" m u c h  p r o g r e s s  
in m i n i m i z i n g  t hose  p r o b l e m s  which  a r o s e  due  to the m u l t i p l i c i t y  and 
d i v e r s i t y  of s y s t e m s .  I wi l l  s ay  m o r e  a l s o  on th is  po in t  l a t e r .  

The National Security Act, passed in 1947, established the 
Munitions Board as a committee composed of the Procl~rement 
Secretaries of the three military departments and an outside chair- 
man. The law gave this committee little more than vague responsi- 
bilities for "coordinating" the industrial and supply matters which 
the committee members supervised in their own departments. Experi- 
ence proved that the functions performed by the Munitions Board might 
have been performed better by almost any other form of organization. 
Committee activity at best is unwieldy and time-consuming, and the 
Munitions Board suffered because its organizational framework violated 
many rules of sound management. Individual responsibility could not 
be assigned, much less assessed. An organization consisting of 
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c o m m i t t i e s  r e p o r t i n g  to agenc ie s  and counc i l s ,  which in turn  
r e p o r t e d  to a board ,  had l i t t l e  chance  of succe s s .  As you know, 
the Muni t ions  Boa rd  was d i s so lved  a b o u t  a y e a r  ago. 

P rodded  by c o n g r e s s i o n a l  i n t e r e s t  in the en t i r e  supply m a n a g e -  
men t  f ie ld,  the Muni t ions  Boa rd  in 1951 adopted a concept  of app roach  
which p rov ided  for  s e p a r a t e  supply  s y s t e m s  s tudies  in the a r e a  of 
c o m m o n - u s e  i t ems  of supply.  These  s tudies  were  based  on the 
p r e m i s e  that,  by combin ing  i n v e n t o r i e s  of a l l  m i l i t a r y  s tocks  of 
c o m m o n - u s e  i t ems ,  e c o n o m i e s  in the total  i n v e n t o r y  held by  the 
D e p a r t m e n t  of Defense  would r e s u l t ;  f u r t h e r ,  that d i f fe ren t  types 
of i t ems  of supply  r e q u i r e d  d i f f e ren t  o rgan i za t i ons  and methods  for  
the r e c e i p t ,  s t o r age ,  and i s sue  of supply.  

These studies were made for the services rather than by them 
for the purpose of insuring that "unification" of supply systems would 
thus be achieved. In general, it was then thought that centrali~.ation 
of supply-management functions by commodity segments would result 

in economy by such centralization. 

Under this commodity approac h, 17 categories of items were 
selected for study and application. These categories includedsuch 
items as aeronautical, automotive, medical and dental, subsistence, 
construction and civil engineering, and household and office-type 

materiel. 

Of these 17 commodity studies, 3 (medical, subsistence, and 
automotive parts) were completed. The rest were never started. 
Less than a year ago an ad hoc Committee on Supply Systems Studies 
was established to evaluate results of the three supply systems studies 
made and to identify those recommendations which had already been 
adopted by the military departments, those which could later be 

adopted, and those which could not be adopted. 

The committee arrived at several basic conclusions: First, 
that the supply systems studies, if all had been completed and 
implemented, would have established far more diversification in 
organization, methods, and forms than then existed. Second, that 
combining stocks of similar supply classes in a single but separate 
distribution system would not reduce the total volume of requirements 
of the four military services. Third, that the use of stock funds within 
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each service facilitates cross-supply support and permits the use 
of judgment in total quantities to be on hand to support the service 
affected, since the stock fund manager is responsible command-wise 
to that service. And fourth, that the original studies recommended 
jointly administered systems, each basically different. If the 17 
commodity studies had been carried out as planned, there would 
likely be 17 different and separate systems, and there would be no 
agency except the OSD to administer them. Had this happened, the 
departments would not be separately administered, as required by 
statute, and the OSD would become an operating agency and yet not 
tactically be responsible for tactical operations. This would be a 
violation of fundamental military doctrine of proven worth. It would 
not correspond to my definition of good administration. 

In Ju ly  1954, t h r ee  y e a r s  a f t e r  it was o f f i c i a l l y  ins t i tu t ed  as 
basic policy, the commodity approach was discarded. By that time 
it had become p l a i n l y  evident to the military services, and to us~ 
that a different approach was necessary. By that time, also, we 
were well along in the formulation of the objectives and approach 
which I have already outlined for you. 

When I undertook my present assignment in March of this year, 
my staff and I soon saw that we needed to develop and get approval 
of some specific objectives in the areas of storage, distribution, and 
disposal. We needed to develop and get approval of a clearly defined 
plan of approach to the achievement of those objectives; and, to be 
reasonably certain that our plan of action would succeed, we needed 
to establish a basis for working with the military services which 
would produce the kind of teamwork essential to continuous improve- 
ment in storage, distribution, and disposal functions in the Depart- 
ment of Defense. 

To meet these very obvious needs, we did two things: First, 
contact was established with my opposite numbers in the military 
services and we initiated a series of conferences with them which, 
to date, have been most rewarding. At least once each week, these 
service supply officials, whom we refer to as the "supply managers, " 
meet with me for discussions of mutual problems and to participate 
with me in planning and implementing our programs for' improving the 
military supply systems. 
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The supply manager from the Army is Brigadier General 

A. T. McNamara, Chief of the Storage and Distribution Division 

in the Office of the Deputy Chief of Staff for Logistics. The Navy 
supply manager is Chief of the Bureau of Supplies and Accounts, 
Rear Admiral R. J. Arnold. From the Air Force we have the 
Director of Supply and Services, Major General G. W. Mundy; 
and, as the supply manager from the Marine Corps, we have its 
Quartermaster General, Major General W. P. T. Hill. These 
men have given me much of their time, which is important to the 
success of our method of operation. Of even greater importance, 
however, is the fact that they have given their unqualified endorse- 

ment of our objectives and work programs and have displayed a 
brand of teamwork that has already paid huge dividends. 

The second thing we did (with the advice and assistance of the 
supply managers) was to put on paper, in the simplest language 
possible, first, a statement of our missions and objectives in 
storage, distribution, and disposal; second, a description of the 
philosophy and the methods to be employed in our approach to the 
achievement of our objectives; and third, lists of specific work 
projects under way or to be undertaken--in other words, detailed 
work schedules for our storage, distribution, and disposal programs, 
We call this document our "Statement of Programs. " Copies have 
been furnished to your Commandant. I will not encroach upon your 
time today by discussing its contents in detail. Instead, I will use 
some actual examples to demonstrate to you how the words in our 

"Statement of Programs" are translated into action. 

I want first to talk about our storage program. I am sure that 
this group 'is aware of the importance of storage and warehousing 
in the chain of activities which comprise the total supply management 
job. The storage link in the chain, of course, has to be as strong as 
all the other links, and in this case strength means that the storage 
and warehousing facilities and services of each military department 
must be efficiently administered and must be so integrated within 
the defense supply system as to assure that these facilities and 
services are available to any military department for the storage and 
issue of any commodity, regardless of ownership of the facility or 

the supplies. 

If the storage and warehousing link in the supply-management 
chain is to be strong enough to carry a load of these proportions, it 
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n e c e s s a r i l y  f o l l ows  tha t  in m a t t e r s  of po l i cy ,  o r g a n i Z a t i o n ,  l a n g u a g e ,  
o p e r a t i n g  p r a c t i c e ,  a n d  a d m i n i s t r a t i v e  p r o c e d u r e ,  a h i g h  d e g r e e  of 
u n i f o r m i t y  a m o n g  the  m i l i t a r y  s e r v i c e s  i s  a b a s i c  n e c e s s i t y .  T h e r e  
is  no o t h e r  way  of a s s u r i n g  tha t  o u r  s e p a r a t e  s t o r a g e  and w a r e h o u s i n g  
s y s t e m s  a r e  f u l l y  i n t e g r a t e d .  And,  wi thou t  p r o p e r  i n t e r s e r v i c e  u s e  
of ou r  s t o r a g e  f a c i l i t i e s ,  ou r  d i s t r i b u t i o n  p r o c e s s e s  a r e  apt  to be 
l e s s  e f f e c t i v e  and p o s s i b l y  u n e c o n o m i c a l .  

H a v i n g  in m i n d  the t ype  of t h i n k i n g  I h a v e  j u s t  e x p r e s s e d ,  m y  
s t a f f  and  I m a d e  a r a t h e r  d e t a i l e d  a n a l y s i s  of t he  s t o r a g e  p r o g r a m  
of the  D e p a r t m e n t  of D e f e n s e  s e v e r a l  m o n t h s  ago.  We found it  
n e c e s s a r y  at  t ha t  t i m e  to d r a w  s e v e r a l  c o n c l u s i o n s :  

F i r s t ,  the  d e g r e e  of i n t e g r a t i o n  of s t o r a g e  and w a r e h o u s i n g  
a c t i v i t i e s  of the  m i l i t a r y  s e r v i c e s  was  n e g l i g i b l e ;  t h e r e f o r e ,  the  
c r o s s - s e r v i c i n g  of w a r e h o u s e  s p a c e  o r  of m a t e r i a l s - h a n d l i n g  
s e r v i c e s  could be p r a c t i c e d  on ly  to a v e r y  l i m i t e d  ex t en t .  

Second,  the  p r i n c i p a l  f a c t o r  c o n t r i b u t i n g  to the  l a ck  of i n t e g r a -  
t ion  was  a n o t a b l e  a b s e n c e  of c o o r d i n a t i o n  and u n i f o r m i t y .  

T h i r d ,  due a l s o  t o  the  l a c k  of u n i f o r m i t y ,  the  m a n a g e m e n t  d a t a  
r e c e i v e d  f r o m  the  m i l i t a r y  s e r v i c e s  was  of l i t t l e  h e l p  to  OSD in i t s  
e f f o r t s  to a c h i e v e  fu l l  i n t e g r a t i o n  of t h e  s t o r a g e  and  w a r e h o u s i n g  
s y s t e m s .  

And,  fou r th ,  the  OSD a p p r o a c h  to  the  s o l u t i o n  of s t o r a g e  and  
w a r e h o u s i n g  p r o b l e m s  did not  s e e m  to  be p r o p e r l y  g e a r e d  to  the  
r e a l  f a c t s  in the  s i t u a t i o n .  It  was  c l e a r l y  obv ious  tha t  o u r  one m a i n  
o b s t a c l e  was  the  l a c k  of u n i f o r m i t y .  It  was  j u s t  as  obv ious  tha t  the  
v e r y  low p r i o r i t y  g iven  to  the  e l i m i n a t i o n  of t h i s  o b s t a c l e  had  b e e n  
r e s p o n s i b l e  fo r  s l o w i n g  down or  c a u s i n g  the  s u s p e n s i o n  of m u c h  of 
the  work  of our  S t o r a g e  D i v i s i o n .  

Wi th  t h i s  e v i d e n c e  to gu ide  us ,  and  wi th  t he  a c t i v e  p a r t i c i p a t i o n  
of the  s u p p l y  m a n a g e r s  of the  s e r v i c e s ,  we p l a n n e d  a p r o g r a m  w h i c h  
c u l m i n a t e d  in the  d e v e l o p m e n t  of s o m e  new work  p r o j e c t s  and  c h a n g e s  
in p r i o r i t y  in o t h e r s .  Some  p r o j e c t s  w e r e  c a n c e l e d  or  p l a c e d  in  a 
r e s e r v e  s t a t u s .  As  a r e s u l t ,  s e v e r a l  w o r k  p r o j e c t s  w e r e  g i v e n  top  
p r i o r i t y  of a t t e n t i o n  by  the  s e r v i c e s  and  by the  S t o r a g e  D i v i s i o n  of 
m y  of f ice .  
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Two of t h e s e  p r o j e c t s  i n v o l v e d  s t a n d a r d i z a t i o n  of t he  r e p o r t i n g  
p o l i c i e s  and  f o r m s  u s e d  by the  s e r v i c e s  in ob t , l in ing  m a n a g e m e n t  
da ta  on t h e i r  s t o r a g e  and  w a r e h o u s i n g  a c t i v i t i e s  and  the  s u b m i s s i o n  
of s u m m a r i e s  of t h e s e  da ta  to us .  A f t e r  only  a few w e e k s  of c o n c e n -  
t r a t e d  a t t e n t i o n  on t h e s e  p r o j e c t s ,  a g r e e m e n t  was  r e a c h e d  on u n i f o r m  
r e p o r t s ;  and  two DOD d i r e c t i v e s  h a v e  b e e n  p u b l i s h e d  which  put th i s  

a g r e e m e n t  in to  ac t i on .  

T h i s  is  a r e a l  a c h i e v e m e n t  b e c a u s e ,  fo r  the  f i r s t  t i m e  m h i s t o r y ,  
the  s e r v i c e s  wi l l  be e v a l u a t i n g  t h e i r  s t o r a g e  and  w a r e h o u s i n g  o p e r a -  
t i ons  on a c o m m o n  b a s i s ;  and,  fo r  the  f i r s t  t i m e  s i n c e  i t s  c r e a t i o n ,  
t h e  OSD h as  e s t a b l i s h e d  a f a c tua l  f r a m e w o r k  fo r  m o v i n g  a h e a d  on an  
i n f o r m e d  b a s i s  to c r e a t e  a c o o r d i n a t e d  w a r e h o u s i n g  s y s t e m  i n s t e a d  
of s e v e r a l  u n c o o r d i n a t e d  s y s t e m s .  The  two DOD d i r e c t i v e s  I h a v e  
ju s t  m e n t i o n e d ,  and o t h e r s  tha t  I w i l l  m e n t i o n  l a t e r ,  w i l l  a l s o  be  

s u p p l i e d  to y o u r  C o m m a n d a n t .  

A n o t h e r  of the  p r o j e c t s  wh ich  was  e l e v a t e d  to top p r i o r i t y  was  
one d e a l i n g  wi th  the  d e v e l o p m e n t  of a Jo in t  S to r age  and  M a t e r i a l s  
H a n d l i n g  Manua l  fo r  u se  by a l l  the  s e r v i c e s .  W o r k  on th i s  m a n u a l  
is  p r o g r e s s i n g  r a p i d l y .  T h r o u g h  the  m e d i u m  of t h i s  m a n u a l ,  we a r e  
m a k i n g  p r o v i s i o n ,  to the  ex t en t  n e c e s s a r y ,  fo r  u n i f o r m i t y  of o p e r a t -  
i n g p r a c t i c e  and r e l a t e d  a d m i n i s t r a t i v e  p r o c e d u r e s  in the  s t o r a g e  

and  w a r e h o u s i n g  f i e l d s .  

In e f fec t ,  the  S to r age  and  M a t e r i a l s  H a n d l i n g  Manua l  wi l l  be,  in 
i t s  f i e ld  of f u n c t i o n a l  c o v e r a g e ,  the  e q u i v a l e n t  of the  A r m e d  S e r v i c e s  
P r o c u r e m e n t  R e g u l a t i o n  in the  func t ion  of p r o c u r e m e n t .  It wi l l  be  
the  v e h i c l e  fo r  r e a c h i n g  a g r e e m e n t  on and  i n s t a l l i n g  s u c h  t h i n g s  as  a 
u n i f o r m  " s t o c k - l o c a t o r  s y s t e m ,  s t a n d a r d  b in  un i t s ,  and  s t a n d a r d  
c r i t e r i a  fo r  p l a n n i n g  w a r e h o u s e  l ayou t s ,  as  w e l l  as  s t a n d a r d  m a t e r i a l s -  
h a n d l i n g  p r o c e d u r e s .  It  i s ,  in  s h o r t ,  one of the  p r i n c i p a l  a v e n u e s  
t h r o u g h  which  we wi l l  a c h i e v e  the  d e g r e e  of u n i f o r m i t y  w h i c h  is  so  
e s s e n t i a l  to the  a c h i e v e m e n t  of ou r  goa l s .  The  m a n u a l  wi l l  be  i s s u e d  
in s e c t i o n s  as t h e y  a r e  f i n i s h e d .  Seven  s e c t i o n s  a r e  now b e i n g  
p r i n t e d .  A l l  s e c t i o n s  shou ld  be c o m p l e t e d  wi th in  a y e a r .  

A f o u r t h  h i g h - p r i o r i t y  p r o j e c t  was  i n i t i a t e d  fo r  the  p u r p o s e  of 
l ay ing  the  p r o p e r  po l i cy  g r o u n d w o r k  fo r  c r o s s - s e r v i c i n g  s t o r a g e  s p a c e  
and w a r e h o u s i n g  s e r v i c e s .  W o r k i n g  wi th  the  m i l i t a r y  s e r v i c e s ,  a g r e e -  
m e n t s  w e r e  r e a c h e d  on the  c o n d i t i o n s  u n d e r  wh ich  the  c r o s s - s e r v i c i n g  
of s t o r a g e  s p a c e  and w a r e h o u s i n g  s e r v i c e s  would  be r e q u e s t e d  and  u s e d .  
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A DOD directive is being published soon which places these agree- 
ments in effect. This is another "first. " Now, for the first time, a 
proper foundation has been laid for making the principle of interservice 
supply support as meaningful in the area of storage space and ware- 
housing services as it has begun to be in the cross-servicing of 
materiel. 

A n o t h e r  h i g h - p r i o r i t y  p r o j e c t ,  wh ich  was  i n i t i a t e d  j u s t  p r i o r  to 
the  t i m e  I e n t e r e d  t h e  p i c t u r e ,  i n v o l v e d  fo l lowup  w o r k  on a p o l i c y  
d i r e c t i v e  wh ich  had  b e e n  i s s u e d  on the  s u b j e c t  of s p a c e  u t i l i z a t i o n .  
Th i s  d i r e c t i v e  p r o v i d e d  tha t  the  u n u s e d  s t o r a g e  f a c i l i t i e s  of a m i l i -  
t a r y  s e r v i c e  would,  if s u i t a b l e  and  r e q u i r e d ,  be t r a n s f e r r e d  to o t h e r  
m i l i t a r y  s e r v i c e s  b e f o r e  the  c o n s t r u c t i o n  of n e w  f a c i l i t i e s  or  the  
e x p a n s i o n  of e x i s t i n g  f a c i l i t i e s  would be a l l o w e d .  T h r o u g h  the  
fo l lowup  w o r k  d o n e  d u r i n g  the  p a s t  f ew m o n t h s ,  we h a v e  b e e n  s u c -  
c e s s f u l  in r e d u c i n g  the  fund ing  r e q u i r e m e n t s  fo r  n e w  c o n s t r u c t i o n  
by n e a r l y  1 m i l l i o n  d o l l a r s .  

One  m o r e  s t o r a g e  p r o j e c t  d e s e r v e s  b r i e f  m e n t i o n .  We found 
s o m e  m o n t h s  ago  tha t  the  m i l i t a r y  s e r v i c e s  w e r e  o b s e r v i n g  d i f f e r e n t  
f i r e  r e g u l a t i o n s  in t he  w a r e h o u s i n g  of h a z a r d o u s  c o m m o d i t i e s .  U n i -  
f o r m  r e g u l a t i o n s  w e r e  a g r e e d  to by the  s e r v i c e s  and p u b l i s h e d  on 
18 Augus t  1954 and,  wh i l e  t h i s  n e c e s s a r y  u n i f o r m i t y  was  b e i n g  
a c h i e v e d ,  we a l s o  p a v e d  the  way fo r  f r e e i n g  up a p p r o x i m a t e l y  7 .5  
m i l l i o n  s q u a r e  f e e t  of s p a c e .  

I wi l l  not  t ake  y o u r  t i m e  to d e s c r i b e  s e v e r a l  o t h e r  p r o j e c t s  we 
h a v e  u n d e r t a k e n  in the  s t o r a g e  and  w a r e h o u s i n g  f i e l d s .  T h e y  a r e  a l l  
l i s t e d  in our  " S t a t e m e n t  of P r o g r a m s .  " B a s e d  upon the  p r o j e c t s  I 
h a v e  m e n t i o n e d ,  h o w e v e r ,  I b e l i e v e  you can  s e e  tha t  t he  a p p r o a c h  we 
a r e  now u s i n g  r e c o g n i z e s  the  f a l l a c y  of t r y i n g  to e f f ec t  i n t e g r a t i o n  
wi thou t  f i r s t  e s t a b l i s h i n g  the  p r o p e r  f r a m e w o r k .  

Our distribution program involves control of the flow and posi- 
tioning of our materiel from the time of receipt from tlhe producer to 
the point of issue to the consumer. To use a timeworn definition, but 
a good one nevertheless, the distribution function involves those 
actions which will assure having the right quantity of the right mate- 
riel in the right place at the right time to insure adequate supply to 
military forces and activities in an effective and economical manner. 
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In the  d i s t r i b u t i o n  func t ion ,  as  in s t o r a g e  and w a r e h o u s i n g ,  a 

c o n s i d e r a b l e  d e g r e e  of u n i f o r m i t y  in p o l i c i e s ,  o p e r a t i n g  p r a c t i c e  and  
a d m i n i s t r a t i v e  p r o c e d u r e  is  a b a s i c  n e c e s s i t y .  U n l e s s  i n v e n t o r i e s  
a r e  m a n a g e d  on a c o m m o n  b a s i s ,  a p r o p e r  a t m o s p h e r e  for  i n t e r -  

s e r v i c e  supp ly  s u p p o r t  wi l l  no t  ex i s t .  

S e v e r a l  m o n t h s  ago  we w e r e  m a k i n g  one of our  f r e q u e n t  c h e c k s  
on the  p r o g r e s s  of the  m i l i t a r y  d e p a r t m e n t s  in d e v e l o p i n g  s y s t e m s  
for  inventor~ying t h e i r  p r o p e r t y  on a f i n a n c i a l  b a s i s .  We c a m e  to 
r e a l i z e  at tha t  t i m e  tha t  the  da ta  as  to d o l l a r  v a l u e  of our  p r o p e r t y  
h o l d i n g s ,  when  t h e y  b e c a m e  known,  would  be p r a c t i c a l l y  m e a n i n g l e s s  
for  o v e r a l l  m a n a g e m e n t  p u r p o s e s  u n l e s  s~ these  da ta  w e r e  d e v e l o p e d  
u n d e r  c o m m o n  p o l i c i e s .  T h e r e  w e r e  f r a g m e n t a r y  b i t s  of po l i cy  
g u i d a n c e  t h e n  e x i s t i n g ,  but  i t  was  r e a s o n e d  that  i n v e n t o r y - m a n a g e ~  
m e n t  p o l i c i e s  u r g e n t l y  n e e d e d  m o r e  c o n c e n t r a t e d  a t t e n t i o n .  Whi le  
s o m e  m i l i t a r y  o f f i c i a l s  w e r e  b u s i l y  e n g a g e d  in r e d u c i n g  e x c e s s  
s t o c k s  at  m a n y  po in t s  t h r o u g h  the  wor ld ,  i t  was  p l a i n l y  obv ious  tha t  
we and the  d e p a r t m e n t s  n e e d e d  to  d e v e l o p  and a g r e e  upon a u n i f o r m  
s e t  of gu ide s  wh ich  w e r e  d e s i g n e d  to p r e v e n t  s u c h  e x c e s s  s t o c k a g e s .  

As a r e s u l t  of th i s  j o in t  e f fo r t ,  four  DOD d i r e c t i v e s  w e r e  d e v e l -  
oped .  The  f i r s t ,  on the  o v e r a l l  s u b j e c t  of i n v e n t o r y  m a n a g e m e n t ,  
was  p u b l i s h e d  1 J u l y  1954; the  s e c o n d ,  d e a l i n g  wi th  the  m a n a g e m e n t  
of m o b i l i z a t i o n  r e s e r v e  s t o c k s ,  was  p u b l i s h e d  28 J u l y  1954; the  t h i rd ,  
c o v e r i n g  the  m a n a g e m e n t  of s t o c k s  wh ich  a r e  in long supply ,  c a m e  
out 19 Augus t  1954; and  the  fou r th ,  wh ich  c o v e r e d  a v e r y  i m p o r t a n t  
a r e a ,  the  m i l i t a r y  p i p e l i n e  and  l e v e l s  of supply ,  was  r e l e a s e d  

3 S e p t e m b e r  1954. 

T h e s e  four  d i r e c t i v e s ,  w h i c h  c o l l e c t i v e l y  r e p r e s e n t  the  f i r s t  
r e a l l y  fu l l  t r e a t m e n t  of i n v e n t o r y - m a n a g e m e n t  po l i cy  by the  OSD, 
a r e  s t i l l  too  new for  us to beg in  to a s s e s s  t a n g i b l e  r e s u l t s ;  but  t hey  
ge t  at  the  c o r e  of our  pas t  p r o b l e m s  in i n v e n t o r y  m a n a g e m e n t ,  and  
tha t  is  t he  r e a s o n  I w a n t e d  you to  know about  t h e m .  

T h e s e  s t a t e m e n t s  of u n i f o r m  and c o o r d i n a t e d  i n v e n t o r y - m a n a g e -  
m e n t  po l i cy  a r e  but g r o u n d w o r k  in the  f i e ld  of m i l i t a r y  d i s t r i b u t i o n .  
But t h e y  a r e  v e r y  n e c e s s a r y  g r o u n d w o r k ,  and a r e  e s s e n t i a l  to 
p r o g r e s s  and  i m p r o v e m e n t  of the  a c t u a l  o p e r a t i o n s  of the  supp ly  
s y s t e m s  on a c o o r d i n a t e d  and  p r o p e r l y  i n t e r r e l a t e d  b a s i s .  M o r e -  
o v e r ,  t hey  a r e  e x t r e m e l y  i m p o r t a n t  to the  f u r t h e r  d e v e l o p m e n t  of 
i n t e r s e r v i c e  supp ly  s u p p o r t .  We a r e  now p r e p a r i n g  fo r  p u b l i c a t i o n  
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an instruction on interservice supply support which will set the policy 
and criteria for the optimum interservice transfer and use of,avail- 
able supplies and equipment. 

The e f f e c t i v e  i m p l e m e n t a t i o n  of t h e s e  u n i f o r m  p o l i c i e s  and  
s t a n d a r d s  i s  not  b e i n g  l e f t  to c h a n c e .  We a r e  s y s t e m a t i c a l l y  r e v i e w -  
ing  the  m i l i t a r y  d e p a r t m e n t s '  i m p l e m e n t a t i o n  o r d e r s  and  h a v e  s c h e d -  
u led  f i e l d  t r i p s  to  e v a l u a t e  c o m p l i a n c e  in  a c t u a l  o p e r a t i o n .  F u r t h e r ,  
we a r e  i n s t a l l i n g  s y s t e m a t i c  r e p o r t i n g  and a n a l y s i s  of i n v e n t o r y  
m a n a g e m e n t  da ta ,  c a r e f u l l y  d e s i g n e d  to  r e f l e c t  the  o v e r a l l  i n v e n t o r y  
o p e r a t i o n s  of the  m i l i t a r y  s e r v i c e s .  

T h i s  t a l k  would not  be c o m p l e t e  wi thou t  s o m e  r e f e r e n c e  to  o u r  
d i s p o s a l  p r o g r a m ,  s i n c e  the  s c r e e n i n g  of e x c e s s  s t o c k s ,  t he  s a l v a g e  
of s c r a p ,  and  the  s a l e s  or  d o n a t i o n s  of p r o p e r t y  s u r p l u s  to o u r  n e e d s  
a r e  a l l  a p a r t  of the  o v e r a l l  s u p p l y - m a n a g e m e n t  job and  a r e  c l o s e l y  
a l l i e d  to our  s t o r a g e , a n d  d i s t r i b u t i o n  f u n c t i o n s .  

In the  e a r l y  p a r t  of t h i s  y e a r ,  i t  was  r e a l i z e d  tha t  the  d i s p o s a l  
p r o g r a m  in  the  OSD n e e d e d  s t r e n g t h e n i n g .  O u r  w o r k i n g  r e l a t i o n s h i p s  
wi th  the  G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n  (GSA) n e e d e d  c l a r i f i c a t i o n .  
A l t h o u g h  the  m i l i t a r y  d e p a r t m e n t s  w e r e  m o v i n g  a h e a d  in  s u r p l u s  
d i s p o s a l ,  t h e s i t u a t i o n  a t  the  OSD l e v e l  n e e d e d  s o m e  s p e c i a l  a t t e n t f o n .  
W o r k i n g  j o i n t l y  and  in h a r m o n y  wi th  GSA, we a p p o i n t e d  a DOD-GSA 
I n d u s t r y  A d v i s o r y  C o m m i t t e e  on D i s p o s a l  of S u r p l u s  P e r s o n a l  
P r o p e r t y .  To f i l l  t he  p o s i t i o n  of s t a f f  d i r e c t o r  fo r  d i s p o s a l ,  we 
a r r a n g e d  f o r  the  loan  of a m e r c h a n d i s e  e x e c u t i v e  of S e a r s - R o e b u c k  
and Company. 

With  the  a b l e  a s s i s t a n c e  of t h e s e  e x p e r t s  and  with  the  c o o p e r a t i o n  
of GSA, t h e r e  e m e r g e d  a c a r e f u l l y  d e v e l o p e d  p l an  f o r  p u t t i n g  ou r  
d i s p o s a l  p r o g r a m  on a f i r m e r  foo t ing .  As  a f i r s t  o r d e r  of b u s i n e s s ,  
t he  p lan  c a l l e d  f o r  the  d e v e l o p m e n t  of u n d e r s t a n d i n g  and  c e r t a i n  
f o r m a l  a g r e e m e n t s  b e t w e e n  the  GSA, the  D e p a r t m e n t  of C o m m e r c e ,  
and  o u r s e l v e s .  Nex t ,  a s  an  o u t g r o w t h  of t h e s e  a g r e e m e n t s ,  the  p l an  
p r o v i d e d  fo r  the  i n i t i a l  i s s u a n c e  of d i s p o s a l  g u i d e l i n e s  to the  m i l i t a r y  
s e r v i c e s .  T h r e e  d i r e c t i v e s  h a v e  b e e n  p u b l i s h e d  d u r i n g  r e c e n t  m o n t h s ,  
in a ccordar~ce wi th  the  p lan .  

In  A p r i l  1954 we p u b l i s h e d  a d i r e c t i v e . c o n t a i n i n g  the  b a s i c  
p o l i c i e s  and  p r o c e d u r e s  on u t i l i z a t i o n  s c r e e n i n g  of e x c e s s  p r o p e r t y .  
T h i s  fo l l owed  a DOD-GSA a g r e e m e n t  p r o v i d i n g  fo r  a t i m e  l i m i t  f o r  
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u t i l i z a t i o n  s c r e e n i n g  of c e r t a i n  t y p e s  of e x c e s s  p r o p e r t y .  A new  
c h a r t e r  fo r  a c e n t r a l  u t i l i z a t i o n  s c r e e n i n g  a g e n c y  was i s s u e d  two 

m o n t h s  ago.  

Next ,  a d i r e c t i v e  p r o v i d i n g  b a s i c  p o l i c i e s  and  p r o c e d u r e s  f o r  
m e r c h a n d i z i n g  s u r p l u s  p r o p e r t y  was  i s s u e d  in Ju ly .  Th i s  i n s t r u c t i o n  
p r o v i d e d  t h e  g u i d a n c e  n e e d e d  by t he  m i l i t a r y  d e p a r t m e n t s  f o r  t h e i r  
s u r p l u s  s a l e s .  It was  d e v e l o p e d  wi th  the  a d v i c e  and  a s s i s t a n c e  of 
t he  s e r v i c e s  and  c o n s u l t a n t s  f r o m  i n d u s t r y  as  w e l l  as  the  jo in t  DOD- 
GSA I n d u s t r y  A d v i s o r y  C o m m i t t e e  wh ich  I r e f e r r e d  to e a r l i e r .  By 
the  way, tha t  c o m m i t t e e  has  the  h o n o r  of h a v i n g  the  l o n g e s t  s h o r t  

t i t l e  in h i s t o r y .  

A n o t h e r  d i r e c t i v e  was  p u b l i s h e d  to  e f f e c t  the  D O D - D e p a r t m e n t  
of C o m m e r c e  a g r e e m e n t  of 19 J u l y ' 1 9 5 4 ,  w h e r e b y  t he  D e p a r t m e n t  of 
C o m m e r c e  p r o v i d e s  t e c h n i c a l  a d v i c e  on s e l e c t e d  i t e m s  of DOD 
s u r p l u s ,  t he  s a l e  of wh ich  ha s  c a u s e d  or  m a y  c a u s e  s e r i o u s  a d v e r s e  
i m p a c t  on the  n a t i o n a l  e c o n o m y .  Whi l e  we a r e  p l a c i n g  c o n s i d e r a b l e  
e m p h a s i s  on r i d d i n g  the  m i l i t a r y  supp ly  s y s t e m s  of u n n e e d e d  
p r o p e r t y ,  we a l s o  h a v e  a r e s p o n s i b i l i t y  to p r o t e c t  the  c i v i l i a n  e c o n o m y  

f r o m  an  u n n e c e s s a r i l y  h a r s h  s u r p l u s  s a l e s  i m p a c t .  

Whi l e  we h a v e  b e e n  w o r k i n g  wi th  the  s e r v i c e s  in the  d e v e l o p m e n t  
of the  po l i cy  g u i d e l i n e s  m e n t i o n e d ,  t h e y  h a v e  p l anned ,  e n g i n e e r e d ,  and 
e x e c u t e d  m o r e  than  20 a u c t i o n s ,  r a n g i n g  in v o l u m e  f r o m  a low of a 
1 - m i l l i o n - d o l l a r - a c q u i s i t i o n  cos t  p e r  a u c t i o n  s a l e  to a h igh  of 27 
m i l l i o n  d o l l a r s .  S e a l e d - b i d  and  s p o t - b i d  s a l e s  a r e  b e i n g  e x e c u t e d  

e v e r y  day.  

In  the  t h r e e  c a l e n d a r  y e a r s  f r o m  1 J a n u a r y  1951 to 31 D e c e m b e r  
1953, the  s e r v i c e s  s o l d  1 .5  b i l l i o n  d o l l a r s  of s u r p l u s ,  a r a t e  of about  
o n e - h a l f  b i l l i o n  d o l l a r s  p e r  y e a r .  In the  f i r s t  s ix  m o n t h s  of 1954, 
t h e y  so ld  747 m i l l i o n  d o l l a r s  w o r t h .  T h i s  would  s e e m  to  be  e v i d e n c e  
of t h e  fac t  tha t  t he  s e r v i c e s  h a v e  g e n e r a t e d  s o m e  r e a l  m o m e n t u m  in 

t h i s  p r o g r a m .  

In F e b r u a r y  1951 I a l s o  had  the  p r i v i l e g e  of s p e a k i n g  to  t h e  
I n d u s t r i a l  C o l l e g e  of t he  A r m e d  F o r c e s .  In c o m p a r i n g  what  I s a i d  
on tha t  o c c a s i o n  wi th  what  has  b e e n  s a i d  today ,  I m u s t  a d m i t  tha t  m y  
t h i n k i n g  h a s  b e e n  m o d i f i e d  s o m e w h a t ,  but  no t  a s  m u c h  as  s o m e  h a v e  
though t .  I would  l i ke  to e x p l a i n  b r i e f l y .  
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In 1951 I sa id ,  in connec t ion  wi th  the  ope ra t ion  of s t o r a g e  depots ,  
that  the bes t  p lan would be to v e s t  

"The  o p e r a t i n g  r i g h t s  and a u t h o r i t y  for  a l i  s t o r a g e  
depots ,  A r m y ,  Navy,  and A i r  F o r c e ,  in one o p e r a t i n g  agency ,  
which had comple t e  a u t h o r i t y  to dev i s e  and ope ra t e  s t o r a g e  and 
m a t e r i a l s  hand l ing  me thods ,  inc lud ing  paper  work and the t r a i n -  
ing of p e r s o n n e l .  Th i s  a g e n c y  would then ope ra t e  as  a s e r v i c e  
o rgan i za t i on ,  s e r v i n g  the A r m y ,  Navy,  and A i r  F o r c e .  " 

Speaking to the s a m e  point  today,  I said:  

"The  s t o r a g e  and w a r e h o u s i n g  f a c i l i t i e s  and s e r v i c e s  
of each  m i l i t a r y  d e p a r t m e n t  m u s t  be . . . so  i n t e g r a t e d  within 
the de fense  supp ly  s y s t e m  as  to a s s u r e  that  t he se  f a c i l i t i e s  
and s e r v i c e s  a r e  a v a i l a b l e  to any  m i l i t a r y  d e p a r t m e n t  for  the  
s t o r a g e  and i s s u e  of any  commod i ty ,  r e g a r d l e s s  of o w n e r s h i p  
of the f a c i l i t y  or  the supp l i e s .  " 

Now, what a r e  the r e a l  bas i c  d i f f e r e n c e s  be tween  t h e s e  two s t a t e -  
m e n t s ?  I can de tec t  only o n e - , t h e  m a t t e r  of o w n e r s h i p  of the  f a c i l i t y .  
In m y  1951 s t a t e m e n t  I was advoca t ing  that  the o w n e r s h i p  of s t o r a g e  
depots  p a s s  to an a g e n c y  under  the S e c r e t a r y  of D e f e n s e  so as  to get  
the a d v a n t a g e s  of u n i f o r m i t y ,  f l ex ib i l i t y ,  e f fec t ive  u t i l i z a t i on  of a v a i l -  
able  space ,  and e f f ic ien t  m a t e r i a l s - h a n d l i n g  p r o c e d u r e s  and equ ipment  
which tha t  type of o w n e r s h i p  would p rov ide .  Today,  a f t e r  e ight  mon ths  
of s tudy,  I have become  convinced  that  t hese  s a m e  a d v a n t a g e s  a r e  
within r e a c h  and can m o r e  p r o p e r l y  be ach i eved  without  such  a t r a n s f e r  
of o w n e r s h i p  and with the added advan tage  of keep ing  the O S D a w a y  
f r o m  o p e r a t i n g  r e s p o n s i b i l i t i e s .  

We have  spent  a good deal  of t i m e  looking for  f laws  in our  app roach .  
We have  invi ted  a n u m b e r  of people  with ou t s t and ing  c o m p e t e n c e  in the 
s t o r a g e  and d i s t r i b u t i o n  f i e lds  to go over  our p r o g r a m s  and point  out 
de fec t s .  We have  exp la ined  our ob jec t ives  and a p p r o a c h  to m e m b e r s  
of the Hoover  C o m m i s s i o n  T a s k  F o r c e s ,  Bureau  of the  Budget ,  %he 
C o n g r e s s ,  and o the r s .  We have  got ten a n u m b e r  of he lpfu l  s u g g e s t i o n s  
on de t a i l s ,  but no one has  ye t  told us tha t  our  ph i losophy  of a p p r o a c h  
is  wrong  or  tha t  our b a s i c  ob j ec t i ve s  a r e  unsound.  P e r h a p s  we do 
have  the t r a i n  on the r i gh t  t r a c k .  

D e s p i t e  the  r e a s s u r i n g  c o n c u r r e n c e s ,  howeve r ,  we r e a l i z e  that  any  
plan of ac t ion  can and wil l  b e c o m e  outmoded.  T h a t ' s  why we wi l l  c on t i nue  
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to  hunt  for  f l aws .  It is  for  tha t  r e a s o n ,  too,  tha t  I a m  look ing  f o r w a r d  
to the  p e n e t r a t i n g  type  of q u e s t i o n s  wh ich  I know you wi l l  t h r o w  aS m e  

in a few m i n u t e s .  

Thank you. 

C O L O N E L  SEARLE:  G e n t l e m e n ,  Mr .  D r a k e  is  r e a d y  fo r  y o u r  

q u e s t i o n s .  

QUESTION: Sir ,  I have  h e a r d  tha t  the  s e v e n  s e r v i c e s  in the  
A r m y  a r e  now i n t e g r a t i n g  the  p r o c u r e m e n t  and  d i s t r i b u t i o n .  P l e a s e  

t e l l  us s o m e t h i n g  about  tha t .  

MR: DRAKE: I was  hop ing  tha t  you would  s t a r t  off  wi th  an e a s y  
q u e s t i o n ,  I would  l ike  to put the  a n s w e r  in  the  tone  of a hope .  F i r s t ,  
I b e l i e v e  tha t  the  A r m y  is  r a p i d l y  i n t e g r a t i n g  the  s e v e n  t e c h n i c a l  
s e r v i c e  o p e r a t i o n s  in t h e i r  d e p o t s  on c o m m o n  p r o c e d u r e s  so tha t  
t h e y  wi l l  be  o p e r a t e d  on a c o m m o n  b a s i s .  F r o m  tha t  I hope  they  
wi l l  p r o c e e d  in to  s t r e n g t h e n i n g  t h e g e n e r a l  d e p o t s ,  and  then  h a v e  
the  g r a d u a l  i n t e g r a t i o n  of the  s y s t e m ,  the  s a m e  as  the  Navy  has  
done ,  so  tha t  t he  A r m y  wi l l  have  a s i n g l e  s t o r a g e  s y s t e m  wi th in  the  

A r m y .  

D o e s  tha t  a n s w e r  y o u r  q u e s t i o n ?  

STUDENT: Y e s ,  s i r ;  t h a t ' s  f ine .  

QUESTION: Mr .  D r a k e ,  t h i s  i n t e g r a t i o n  p r o g r a m  you h a v e  d e -  
s c r i b e d  fo r  s t o r a g e ,  d i s t r i bu t ion ,  and d i s p o s a l  sounds  v e r y  good; but 
it s e e m s  to  m e  tha t  it i s  only  ha l f  of the  p r o b l e m .  Is  the  s a m e  th ing  
go ing  on wi th  r e g a r d  to r e c o r d s ,  p r o c u r e m e n t ,  and  p r o d u c t i o n ?  

MR. DRAKE: Yes ,  I b e l i e v e  so.  I c a n ' t  a n s w e r  s p e c i f i c a l l y ,  
b e c a u s e  I have  b e e n  so  b u s y  in m y  own shop.  I b e l i e v e  the  p r o g r a m  
ca l l s  for  r a p i d l y  p r o c e e d i n g  wi th  i n t e g r a t i o n  p r o g r a m s  on both  p r o c u r e -  

m e n t  a n d  p r o d u c t i o n  r e q u i r e m e n t s :  

QUESTION: Mr .  D r a k e ,  you  s a i d  tha t  y o u r  o f f i ce  was  c o n c e r n e d  
not  only  wi th  d i s p o s i n g  of th i s  e x c e s s  m a t e r i a l ,  but  tha t  you w e r e  a l s o  
c o n c e r n e d  wi th  p r e v e n t i n g  e x c e s s  in the  f u t u r e .  Many  of the  e x c e s s e s  
we have  on hafid t oday  a r e  the  r e s u l t  of t he  J a p a n e s e  s u r r e n d e r i n g  p e r -  
haps  two y e a r s  e a r l i e r  than  peop l e  though t  t hey  would  s u r r e n d e r .  I 
w o n d e r  what  p l ans  y o u r  of f ice  has  fo r  p r o v i d i n g  fo r  tha t  c o n t i n g e n c y .  
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MR. D'RAKE: Wel l ,  I h a v e  g i v e n  tha t  a n s w e r  so  m a n y  t i m e s  it  i s  
a l m o s t  s t o c k .  The  I n d u s t r y  A d v i s o r y  C o m m i t t e e  c o n s t a n t l y  a s k s  tha t  
q u e s t i o n .  The  a n s w e r  is ,  we wi l l  a l w a y s  h a v e  e x c e s s ,  and  we wi l l  
a l w a y s  h a v e  s u r p l u s ;  we wi l l  a l w a y s  h a v e  o b s o l e s c e n c e  as  we p r o -  
g r e s s  with w e a p o n s  and  as  we p lan  fo r  d i f f e r e n t  t y p e s  of w a r f a r e .  I 
don ' t  know of any  p l an  tha t  wi l l  s top  e x c e s s e s .  A l l  we can  do is  con-  
t r o l  n a t u r a l  e x c e s s  by a d v o c a t i n g  sound  p o l i c y  f o r  supp ly  m a n a g e m e n t .  
We c a n ' t  c o n t r o l  what  our  e n e m i e s  wi l l  do. 

QUESTION: The  A i r  F o r c e  is  v e r y  d e p e n d e n t  upon the  A r m y  
s e v e n - a n d - o n e  s y s t e m s .  In v i e w  of the  p r i n c i p l e s  wh ich  you s t a t e d  
h e r e ,  do you th ink  it  i s  h e a l t h y  fo r  the  A i r  F o r c e  to be as  d e p e n d e n t  
as  it is  on the  A r m y  s y s t e m  of s u p p l y ?  

MR. DRAKE: Do you a s k  the  q u e s t i o n  b e c a u s e  you d o n ' t  t h ink  
the  A r m y m i g h t  p e r f o r m  the  s e r v i c e  if  i t  is  an i n t e g r a t e d  s y s t e m ?  

STUDENT:  I a s k  the  q u e s t i o n  r e g a r d l e s s  of w h e t h e r  t he  s e r v i c e  
i s  good or  bad.  I d o n ' t  want  to ge t  in to  an  a r g u m e n t  on tha t  s u b j e c t ;  
but  I m e r e l y ,  e x p r e s s  i t  f r o m  a po in t  of v i e w  of o b j e c t i v e s .  We  a r e  so  
d e p e n d e n t  f o r  m a n y  h u n d r e d s  of t h o u s a n d s  of l i ne  i t e m s  f r o m  t h e i r  
s t o r a g e  and  d i s t r i b u t i o n  s y s t e m .  Do you th ink  it  is  a h e a l t h y  s i t u a t i o n  
f o r  the  A i r  F o r c e ,  o r  f o r  the  A r m y  to  p r o v i d e  tha t  s e r v i c e  to us ,  or  
fo r  the  A i r  F o r c e  to be  so  d e p e n d e n t  upon it ,  k n o w i n g  what  can  t a k e  
p l a c e  u n d e r  a s i t u a t i o n  l i k e  t h a t ?  

MR. DRAKE:  My a n s w e r  is  y e s .  Tha t  i s  what  we a r e  a d v o c a t i n g ,  
the  c r o s s - s e r v i c i n g  of s t o r a g e  s e r v i c e s  b e t w e e n  the  m i l i t a r y  s e r v i c e s .  
A c t u a l l y ,  what  th i s  p o l i c y  d o e s  i s  to  c r e a t e  a c o m m o n  w a r e h o u s e  s e r v -  
i ce  f o r  the  u s e  of a l l  t h e  s e r v i c e s .  

C O L O N E L  WIRAK: Mr .  D r a k e ,  I w o n d e r  if  y o u r  e f f o r t s  to 
p r o m o t e  c r o s s - s e r v i c i n g  won ' t  b e  u n d e r m i n e d  by the  m a n p o w e r  
c o n t r o l s  w h i c h  a r e  s e p a r a t e l y  a d m i n i s t e r e d .  What  I a m  t h i n k i n g  of 
i s - - t h e  m a n p o w e r  p e o p l e  in e a c h  d e p a r t m e n t  a r e  a n x i o u s  to s a v e  
p e o p l e ,  e v e n  at  t he  e x p e n s e  of e f f i c i e n c y .  If  t h e y  can  s a v e  p e o p l e  
by a v o i d i n g  c r o s s - s e r v i c i n g  o r  by e l i m i n a t i n g  s o m e  tha t  a l r e a d y  
e x i s t s ,  I t h ink  t he  t e n d e n c y  is  to do j u s t  tha t .  Would  you c a r e  to 
c o m m e n t  on t h a t ?  

MR. DRAKE: Y e s ,  I t h i n k  un i fy ing  c o m m o n  f u n c t i o n s  and  u s i n g  
t h o s e  c o m m o n  f u n c t i o n s  in w a r e h o u s e s  tha t  a r e  o p e r a t i n g  on t h o s e  
c o m m o n  f u n c t i o n s  wi l l  p r e s e r v e  manpow~er r a t h e r  t han  s p e n d  m a n -  
p o w e r .  
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COLONEL WIRAK: The d i f f icu l ty  is ,  though, the o the r  d e p a r t -  
m e n t s  m a y  h a v e  the money ,  but you get your  p e r s o n n e l  ce i l i ng  f r o m  
your  own d e p a r t m e n t ,  and they  a r e  v e r y  r e l u c t a n t  to i n c r e a s e  i t .  

They  a r e  anxious  to show a sav ing .  

MR. DRAKE: On the  c r o s s - s e r v i c i n g  a g r e e m e n t  t h e r e  i s  a 
p r o v i s i o n  fo r  the  r e i m b u r s e m e n t  of t hose  s e r v i c e s  g iven  by a n o t h e r .  

COLONEL WIRAK: T h a t ' s  r igh t ,  T h e r e  is  no p r o b l e m  m o n e y -  

w i s e .  

MR. DRAKE: I don ' t  s ee  the  p r o b l e m  p e r s o n n e l w i s e .  I don ' t  
th ink  it  wi l l  i n c r e a s e  p e r s o n n e l .  I th ink  it  wil l  d e c r e a s e  p e r s o n n e l  
D e p a r t m e n t  of D e f e n s e - w i s e ,  r a t h e r  than  i n c r e a s e  i t .  

COLONEL WIRAK: One m o r e  example  and I wi l l  d r o p  the  sub jec t  
You have  an ope ra t i on  which is  u t i l i z ing  a l l  your  m a n p o w e r  ce i l ing .  
Ano the r  d e p a r t m e n t  c o m e s  with m o n e y  and a s k s  y o u  to p e r f o r m  a 
s e r v i c e  for  it .  You cannot  get  the e x t r a  people ,  we Will say ,  f o r  tha t  
job, and you don ' t  want to  d o i t  a t  the expense  of you r  own r e s p o n s i -  

b i l i ty .  

MR. DRAKE: I th ink  the  people  involved  would be on ly  such  
people  as l a b o r e r s  and an ope ra t i ng  f o r c e .  Tha t  would have  to be  
adde@.~ I ! t h i n k  your  o t h e r  d e p a r t m e n t  o v e r h e a d  would s t a y  cons tan t .  

COLONEL W I R ~  ~ i ! ~  a t e ~ t c a I  ques t ion ,  Mr .  Drake ,  one 
t h a t  i s  ou ts ide  the  s u p p t Y ; ~ l  all, b t l t~ t  ~s v e r y  g r i evous  to the  people  

who ~ ope ra t e  depo t s  a n d  s e ~ c e  ~ s t a l l a t i o n s .  

QUESTION: Th i s  q u e s t i o n  is i n ~ e  s a m e  g e n e r a l  f ie ld  a s  those  
• " U the C o l 0 n e l s  a sked .  I ' I a V e ~ u d e r s t ° ~ ' Y  ° c o r r e c t l y ?  T h r o u g h  the 

deve lopmen t  of •your r e m a r k s  e a r l i e r  i n  the  l e c t u r e  you s t a ted  with 
r e s p e c t  t o  the  e f f i c i ency  o f a  s i n g l e  s e r v i c e  for  p r o c u r e m e n t  tha t  it  
would r e s u l t  in  an  o p e r a t i n g  l agency  h a n g  r e s p o n s i b i l i t y  for  d i s t r i b u -  
t ion  of p r o c u r e m e n t  and supp l i e s ,  w h e r e  any  agency  did not  have  the  
r e s p o n s i b i l i t y  fo r  p r a c t i c a l  use .  I th ink  tha t  was s u b s t a n t i a l l y  the  

s e n s e  of tha t  r e m a r k .  

MR. DRAKE: I did not  say  I did not  advoca t e  s ing le  p r o c u r e -  
men t .  I sa id  tha t  s ing le  d i s t r i b u t i o n  would not  cut down the  a m o u n t  of 
supp l i e s .  Is  tha t  the pa r t  of the l e c t u r e  to which you a r e  r e f e r r i n g  ? 
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STUDENT:  No, s i r .  You  s a i d  s o m e t h i n g  l ike  t h i s - - t h a t  the  
s i n g l e  s e r v i c e  or  s u p p l y  o p e r a t o r  of the  D e p a r t m e n t  of D e f e n s e  wou ld  
v i o l a t e  what  you r e g a r d e d  to be a sound  r u l e  of m a n a g e m e n t .  It was  
to the  e f f ec t ,  as  I u n d e r s t o o d  it ,  t ha t  the  t a c t i c a l  n e e d s  g e n e r a t e d  the  
r e q u i r e m e n t .  

MR. DRAKE: What  I s a i d  was  tha t  the  D e p a r t m e n t  of D e f e n s e  
did not  h a v e  the  t a c t i c a l  r e s p o n s i b i l i t y - - i n  o t h e r  w o r d s ,  the s u p p l y  
wou ld  not  be r e s p o n s i v e  to the  m i l i t a r y  c o m m a n d e r  who had  the  
c o m m a n d  r e s p o n s i b i l i t y .  

S T U D E N T :  Tha t  was  the  point  I was  c o m i n g  to .  You a d d e d  tha t  
i t  wou ld  be an unsound  r u l e  of m a n a g e m e n t  to h a v e  th i s  t ype  of th ing .  
It s e e m s  to m e  in th i s  s i t u a t i o n  t h e r e  is  tha t  c o n f l i c t  w h i c h  is  c o n t a i n e d  
in a l a r g e  m e a s u r e  wi th  r e s p e c t  to ~he A i r  F o r c e  d e p e n d e n c e  on the  
A r m y .  I s n ' t  it  t r u e  tha t  i t  is  d e p e n d e n t  on the  A r m y  Lu t a c t i c a l  m a t t e r s  ? 
In the  p r o v i s i o n s  of ~his s u p p l y  r e p o r t ,  t a c t i c a l  s u p p l y  is  as  s e t t l e d  as  
it wou ld  be at  the  DOD l e v e l  wi th  r e s p e c t  to s e r v i c e .  I s n ' t  t h e r e  c o n -  
f l i c t  t h e r e  ? 

MR. DRAKE: I th ink  tha t  is  t r u e ,  e x c e p t  t ha t  in the  s y s t e m  I a m  
a d v o c a t i n g  h e r e  the  A i r  F o r c e  wou ld  h a v e  c o n t r o l  of i t s  s u p p l i e s  i n s o -  
f a r  as  o r d e r i n g  t h e m  and  d e c i d i n g  w h e r e  t h e y  wou ld  go and  w h e n  t h e y  
wou ld  be i s s u e d .  The  a g e n t  s t o r i n g  the  s u p p l i e s  fo r  t:he A i r  F o r c e  
wou ld  be r e s p o n s i v e  to the  o r d e r s  of the  A i r  F o r c e .  It d o e s  no t  t a k e  
s t o c k  c o n t r o l  o r  d i s t r i b u t i o n  f a c i l i t i e s  a w a y  f r o m  the  A i r  F o r c e  if it  
is  s t o r i n g  wi th  the  A r m y .  

STUDENT:  If I m a y  s a y  so,  i t  would  s e e m  to open  the  d o o r  f o r  
the  A i r  F o r c e  m e d d l i n g  in the  o p e r a t i n g  of the  a g e n c y  h a n d l i n g  t h e  
d e t a i l  of the  d i s t r i b u t i o n ,  w h i c h  would  be u n s o u n d ,  too .  

MR. DRAKE:  I d o n ' t  fo l low you .  C o n t r o l  of the  supp ly ,  f r o m  
the  s t a n d p o i n t  of p l a c i n g  tha t  s u p p l y  a t  a c e r t a i n  po in t ,  i s  wi th  the  
o w n e r  of the  supp ly ,  o r  t he  A i r  F o r c e .  The  r e q u i s i t i o n i n g  of t ha t  
r e m a i n s  w i th  the  A i r  F o r c e .  The  a g e n t  tha t  is  s t o r i n g  the  s u p p l y  
a n s w e r s  to  the  o r d e r s  of the  A i r  F o r c e .  

QUESTION:  S i r ,  l o c a l  p u r c h a s e  a f f e c t s  bo th  s t o r a g e  and  d i s t r i -  
bu t ion  of s u p p l i e s .  Is t h e r e ,  o r  wi l l  t h e r e  be,  a s e r v i c e w i d e  p o l i c y  
by y o u r  o f f i ce  on l o c a l  p r o c u r e m e n t  ? 
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MR. DRAKE: Tha t  is  not d i r e c t l y  in my  o f f i c e - - i t  is a c r o s s  the 
board ,  r e q u i r e m e n t s ,  d i s t r i bu t ion ,  p r o c u r e m e n t ,  and so on. But 
loca l  p r o c u r e m e n t  d o e s  g r e a t l y  af fect  the amount  of suppl ies  tha% 
come into the depot s y s t e m ,  so ex tens ive  plans  for  loca l  p r o c u r e -  
men t  have a b e a r i n g  on the amount  of depot space  r e q u i r e d .  A s e r v i c e -  
wide pol icy  is  now being deve loped  by Supply and L o g i s t i c s  and co-  

o rd ina t ed  with the s e r v i c e s .  

QUESTION: Under your proposed plan for cross-servicing, at 
what level in the supply chain do you visualize that supplies from the 
furnishing service would be put into the supply system of the using 
service? At what level would cross-servicing operate? 

MR. DRAKE: At all levels; actual issue to troops. 

QUESTION: I understand, sir, that the Armed Forces have made 
arrangements, and perhaps even contracts, With the warehousing 
industry--commercial warehouse plan--to supply up to 25 percent of 
available warehousing space and facilities in time of emergency. 

Would you care to elaborate a little bit on that? 

MR. DRAKE: There is such a plan and, at the present time, I 

think that the warehouse industry offers some 21,000 carload 
capacity. The Armed Forces are using at the present time approxi- 
mately 6,000 carloads of that capacity. I talked in New York the day 
after Armistice Day; it appeared from our reports that the commer- 
cial warehousing in New York City had no vacancy whatsoever, but 
yet it was hollering for business. It was not reporting because it had 
not received any business. I explained to the commercial ware- 
housing that it should report regardless of that, because, in making 
plans, we had to consider the total amount of space, and when it 
reports 7.5 million square feet, which is approximately 21,000 cars, 

it is not a true picture. 

STUDENT: I was wondering what provision would be made. I 
understand this is a guarantee on the part of the commercial ware- 
housing industry to furnish up to 25 percent. I wonder what would 
happ.en if it was told that the Armed Forces wanted part of the 25 

percent. What would the industry do about it? 

MR. DRAKE: This contract is for 25 percent of what the repre- 
sentatives of the industry report, so I imagine they would have to 
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l i v e  up to t h e i r  c o n t r a c t  and  g ive  the  A r m e d  F o r c e s  what  t h e y  n e e d e d  
of the  25 p e r c e n t  f o r  w h i c h  t h e y  c o n t r a c t e d .  

STUDENT: Is  tha t  25 p e r c e n t  b a s e d  on what  i s  p r e s e n t l y  a v a i l -  
a b l e  and v a c a n t  ? 

MR. DRAKE-  No, i t  is  25 p e r c e n t  of what  t h e y  r e p o r t .  B a s e d  on 
a v a c a n c y ,  though,  r a t h e r  than to ta l  capac i ty .  

QUESTION: M r .  D r a k e ,  b e c a u s e  of the  fac t  that  the  peop l e  at  
the  o p e r a t i n g  l e v e l  h a v e  t h e i r  b i g g e s t  problerf fs  in m a n p o w e r ,  if  you  
would  not  m i n d  I would  l i k e  to  a s k  you to  go back  to the  q u e s t i o n  
C o l o n e l  W i r a k  r a i s e d .  Some  of the  e x p e r i e n c e ,  I a m  s u r e ,  s o m e  of 
us h a v e  had  in c r o s s - s e r v i c i n g  only  r e c e n t l y  b e t w e e n  the  A r m y  and 
the  A i r  F o r c e ,  tha t  I a m  a w a r e  of, i s  tha t  p e o p l e  at t he  o p e r a t i n g  
l e v e l  had to s o r t  of p l ay  i t  by e a r  to d e t e r m i n e  how to  s o l v e  the  m a n -  
p o w e r - l o a d  problem. .  As th i s  i n t e g r a t i o n  of s e r v i c e  g o e s  on, wi l l  
p o l i c i e s ,  a s  t h e y  c o m e  out, c a r r y  g r o u n d  r u l e s  f o r  the  o p e r a t o r s  to 
be m u t u a l l y  gu ided  by in d e t e r m i n i n g  how t h e y  wi l l  m e e t  t h e i r  m a n -  
p o w e r  r e q u i r e m e n t s  fo r  t a k i n g  on the  c r o s s - s e r v i c i n g  j o b ?  

MR. DRAKE: We wi l l  pub l i sh  g r o u n d  r u l e s .  In fac t ,  I b e l i e v e  
t h e r e  a r e  p r e s e n t l y  in e x i s t e n c e  r e g u l a t i o n s  tha t  cover '  p r o v i s i o n s  ,for 
c r o s s - s e r v i c i n g  m a n p o w e r  when  the  o c c a s i o n  a r i s e s .  T h o s e  r e g u l a -  
t i ons  a r e  e m b o d i e d  in  t h e  D i r e c t i v e  R e l a t i n g  to P o l i c i e s  and  P r o c e -  
d u r e s  fo r  D e t e r m i n a t i o n  and  F i n a n c i n g  of C h a r g e s f o r  C r o s s - S e r v i c e -  
ing  b e t w e e n  D e p a r t m e n t s ,  Of f i ces ,  and  A g e n c i e s  of t he  N a t i o n a l  
M i l i t a r y  E s t a b l i s h m e n t  a p p r o v e d  28 J u n e  1949. 

QUESTION: You gave  s o m e  r a t h e r  f o r m i d a b l e  fig~Ires on d i s -  
p o s a l .  Do t h o s e  f i g u r e s  r e p r e s e n t  how m u c h  you got out  of i t  o r  how 
m u c h  you gave  ? 

MR. DRAKE: Tha t  is  the  a q u i s i t i o n  cos t .  

STUDENT: What  d id  you s e l l  it a t ?  

MR. DRAKE: I b e l i e v e  the  a v e r a g e  would be s o m e w h e r e  in the  
n e i g h b o r h o o d  of 6 to 7 p e r c e n t .  Tha t  is  no t  a f a i r  f i g u r e  to even  
th ink  about  u n l e s s  you r e a l i z e  tha t  i t  i n c l u d e s  s c r a p ,  and  a l l  m i l i t a r y  
i t e m s ,  and we h a v e  no way o f  d i v i d i n g  c o n s u m e r - t y p e  i t e m s  f r o m  
m i l i t a r y - t y p e  i t e m s .  So when  you s a y  i t  is  6 o r  7 p e r c e n t  of t he  
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acquisition cost, you are taking into consideration what we have had 
to scrap, which is a great deal of it, also military-type items. I 
would hazard a guess that the 6 or 7 percent, if you took just con- 
sumer-type items, would go awayup, perhaps to 25 to 30 percent. 

QUESTION: Is there a desired percentage in that case or do you 

play it by ear ? 

MR. DRAKE: No, we do not play it by ear. The merchandise 
plan provides for balancing the cost of selling against the estimated 
return prior to putting the item up for sale. If that evaluation does 
not show that there will be at least a break-even point, the material 

is scrapped. 

QUESTION: Mr. Drake, in the operation of the integrated 
storage, if one of the four services fills up its warehouses in an area, 
who makes the decision as to whether the overflow in the end will go 
to the warehouses owned by another service, or whether the service 

which needed extra space would build more? 

MR. DRAKE: The guidelines for the policy setup say that the 
arrangements are made between the services. If they cannot agree, 

then they come to the Assistant Secretary of Defense (Supply and 
Logistics) before any building or expansion of a facility is made. 
The actual decision of placing that material at a particular depot is 
up to the supply manager of that particular class or item. 

QUESTION: Sir, the Air Force made some studies which indi- 
cate that you can cut down the quantity of supplies that you have to buy 
by moving them faster through the pipeline--that is the important 
thing; particularly with high-cost items. I wonder if your office is 
doing anything to promote the speedy removal of certain standard 

high- cost items. 

MR. DRAKE: There are many things happening to make us con- 
sider bypassing the pipeline. Local procurement can be more direct, 
from the manufacturer to the consumer. All sorts of things are 
happening which will take out of the pipeline a lot of things that used 
to be in it. As we get into faster transportation, I can well imagine 
that air delivery, direct from the factory to the troops overseas, can 
well bypass the pipeline entirely. Those are the progressive things 

that are going on at the present time. 
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" SoS 

COLONEL SEARLE: Mr. Drake, on behalf of the Commandant, 
the staff and faculty, and the student body, I thank you for the insight 
you have given us into these supply and distribution problezns. Thank 
you very much. 

MR. DRAKE:  I a m  v e r y  h a p p y  to be  h e r e .  

(31 Jan 1955--450)S/ekh 
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