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:( 

Vice  A d m i r a l  M u r r e y  L.  Roya r ,  SC, USN, C h i e f  of Nava l  
M a t e r i a l ,  was  b o r n  in L o s  A n g e l e s ,  Ca l i fo rn i a ,  22 N o v e m b e r  1894. 
He a t t ended  the Los  Ange les  High School and was g r a d u a t e d  f r o m  the 
U n i v e r s i t y  of Ca l i fo rn i a  with a B .S .  d e g r e e .  Appointed  E n s i g  n in the 
Navy  on 29 June  1917, he p r o g r e s s e d  in r a n k  until  he was appointed  to 
his  p r e s e n t  r a n k  on 2 Oc tobe r  1954. Dur ing  the p e r i o d  1917-21 he had 
v a r i o u s  a s s i g n m e n t s  o v e r s e a s .  One of i n t e r e s t  is t h a t  when s ta t ioned  
a b o a r d  sh ip  at  Vladivos tok ,  he outf i t ted men  for  a newly o r g a n i z e d  
Czech  Navy.  In 1922 he a t tended  the H a r v a r d  School of B u s i n e s s  
A d m i n i s t r a t i o n  and  was g r a d u a t e d  in June  1924 with a M . B . A .  d e g r e e .  
F r o m  1924-42 he had  v a r i o u s  a s s i g n m e n t s  a s h o r e  and a f loa t .  Since • 
then, s o m e  o f  his i m p o r t a n t  dut ies  were :  1942-44, o f f i ce r  in c h a r g e  
of the A c c o u n t i n g  Group and L e n d - L e a s ~  P r o g r a m ,  B u r e a u  of Supplies  
and Accounts  (BUSANDA); 1944-46, g e n e r a l  i n s p e c t o r  of the Supply 
C o r p s  on a wor ldwide  bas i s ;  1946~48, c o m m a n d  of the Nava l  Supply 
Cen te r ,  Norfolk ;  1948-51, c o m m a n d  of the Nava i  Supply C e n t e r  Oakland,  
Ca l i fo rn i a .  In Oc tober  1951 A d m i r a l  R o y a r  was sworn  in a s  p a y m a s t e r  
g e n e r a l  of the Navy  and chief  of BUSANDA. He r e m a i n e d  as  chief  of 
that  B u r e a u  unti l  his  c u r r e n t  a s s i g n m e n t .  This  is A d m i r a l  R o y a r ' s  
f i r s t  l e c t u r e  at  the I n d u s t r i a l  Col lege .  
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ADMIRAL HAGUE: What  e v e r y  o p e r a t i n g  m i l i t a r Y  c o m m a n d e r  
wants  r e a d i l y  at  hand i s  the  m o s t  m a t e r i e l ,  and  is~ d i s g u s t e d  with  the  
l e a s t .  A loca l  c o m m a n d e r  s e l d o m  w o r r i e s  too m u c h  about  how the  
r e s u l t  of g iving h im the m o s t  is  a ch i eved .  He a p p l i e s  t h e  o ld  t h e o r y  
tha t  to be r e a d y  for  .what i s  ahead  he c e r t a i n l y  wants  s u p p l i e s .  When 
wor thwhi l e  supp l i e s  a r e  ava i l ab l e ,  'he i s  not  i n t e r e s t e d  in  the  p ipe l ine ,  
he is  not  i n t e r e s t e d  in the  w a r e h o u s i n g ,  he  i s  not  i n t e r e s t e d  par t iCu-  
l a r l y  in the  p u r c h a s i n g .  But to the  a r e a  c o m m a n d e r ,  or  to the  people  
in h e a d q u a r t e r s ,  or  to anyone  who has  r e s p o n s i b i l i t y  fo r  t r a n s p o r t a -  
t ion  and l o g i s t i c s ,  a s  wel l  a s  for  comba t  o p e r a t i o n s ,  t h e  m e t h o d  by  
which the  r e s u l t  is  a c h i e v e d  i s  of t r e m e n d o u s  i m p o r t a n c e .  

If  the m o s t e s t  i s  a r r a n g e d  by v i r t u e  of o v e r p u r c h a s e s ,  of huge 
warehouses, of oversize pipelines, of gigantic supply, it means that 
it may very well be that the necessity of giving a local commander the 
mostest is at the expense of giving another commander the leastest 
to get out of there the fastest that he can. 

So a l l  m i l i t a r y  l o g i s t i c i a n s  m u s t  apply ,  in a m u c h  m o r e  c o m p l i -  
ca ted ,  m u c h  m o r e  d i f f icu l t  f ie ld ,  the  p r i n c i p l e s  of the  cha in  g r o c e r y  
s t o r e s ,  of the  m a x i m u m  goods on the s h e l v e s  wi th  the  mi r l imum in the  
w a r e h o u s e s  and the m i n i m u m  in  t r a n s p o r t a t i o n .  How tha t  i s  a ch i eved ,  
the  quan t i t a t i ve  c o n t r o l s  used ,  is  the  s u b j e c t  of our  l e c t u r e  t h i s  m o r n i n g .  
We a r e  v e r y  fo r tuna t e  in  h a v i n g  with us  Vice  A d m i r a l  M u r r e y  L .  R o y a r ,  
Ch ie f  of Nava l  M a t e r i a l ,  to g ive  th i s  l e c t u r e .  We a r e  e x t r e m e l y  
fo r tuna te ,  b e c a u s e  A d m i r a l  R o y a r  s p e a k s  not only f r o m  the  t h e o r y  of 
the  b u s i n e s s  but f r o m  the p r a c t i c a l  know-how.  

One v e r y  i m p o r t a n t  f ac t  of A d m i r a l  R o y a r ' s  ! ca ree r  ~was s l id  over  
r a t h e r  e a s i l y ,  i t  s e e m s  to me ,  in the p r i n t e d  b r o c h u r e ,  the  t h u m b n a i l  
s k e t c h  tha t  you have  had, and tha t  i~ h i s  duty a s  c o m m a n d e r  of the  
Nava l  Supply Depot  at  Oakland .  The  r e a s  on I s a y  i t  was  s l id  over  i s  
s i m p l y  th i s .  If you wil l  r e c a l l ,  K o r e a  b r o k e  about  e ight  or  n ine  m on ths  
a f t e r  we of the  m i l i t a r y  s e r v i c e s  s t a r t e d  on the cu tbacks  r e s u l t i n g  
f r o m  the r e c e s s i o n s  of 1949. We w e r e  a l l  b u s i l y  engaged  not in expand-  
ing but in cu t t ing  back,  r educ ing ,  s lough ing  off, and a l l  of a sudden 
K o r e a  hi t ,  and a l l  of a sudden  we had to r e v e r s e  our  p lay .  W h e r e  we 



w e r e  cu t t ing  down, we had to expand; w h e r e  we w e r e  c a n c e l i n g  o r d e r s ,  
we had to r e i n s t a t e  o r d e r s  and put into effect  s t i l l  g r e a t e r  o r d e r s .  

No whe re  e l s e  w e r e  t h e s e  p r o b l e m s  quite  so acute ,  so f a r  as  the  
Navy was conce rned ,  as  in the San F r a n c i s c o  Bay  a r e a .  Tha t  was  the  
one por t  t h r o u g h  which the  m a i n  supp l i e s  of m a t e r i e l  and e v e r y t h i n g  
e l s e  funneled  out to the F a r  E a s t .  I was in the Navy D e p a r t m e n t  at  
the t ime ,  and we an t i c ipa t ed  m a n y  v e r y  s e r i o u s  and d i f f icu l t  p r o b l e m s  
in the  San F r a n c i s c o  Bay  a r e a ;  and we had s o m e .  But t ru ly ,  t h e  Nava l  
Supply Depot  a t  :Oakland gave us v i r t u a l l y  po h e a d a c h e s  at  a l l .  Somehow 
or  o ther ,  tha t  o u t f i t : s e e m e d  to be able  to m e e t  the p r o b l e m s ,  to m a k e  
the loca l  d e c i s i o n s ,  and to get the  work  done. About a l l  I was able  to 
d e t e r m i n e  was tha t  i t  wanted Wash ing ton  to do no th ing  bu~ let  i t  a lone .  

I r e m e m b e r  the g r a t i f i c a t i o n  with which I p a r t i c i p a t e d  in an a w a r d  
to a g roup  of c i v i l - s e r v i c e  e m p l o y e e s  of the Oakland  SUpply Depof,  the 
f i r s t  a w a r d  g iven by the Navy  under  a law r e c e n t l y  p a s s e d  by C o n g r e s s  
to r e w a r d  i n c e n t i v e  work.  Tha t  was m e r e l y  t yp i ca l  of the  way the 
Oakland  S~pply Depot ope ra t ed .  

T h e  c o m m a n d e r  of the Oakland  Supply Depot  was R e a r  A d m i r a l  
M u r r e y  L. R o y a r .  What  happened  at  Oakland,  the  way they  m e t  t hose  
p r o b l e m s  aga in ,  was m e r e l y  typic~al of the way A d m i r a l  R o y a r  had been  
m e e t i n g  p r o b l e m s  th rough  h is  long and qu ie t ly  b r i l l i a n t  nava l  c a r e e r .  
A d m i r a l  R o y a r  could v e r y  wel l  have  sa id ,  but he would not,  " T h i r t y  
y e a r s  of knowing how taught  me  what I .am doing now. " Thus  it  was no 
s u r p r i s e  to t hose  of us in the Navy  tha t  he was v e r y  s h o r t l y  e l eva ted  
to the pos i t i on  of ch ie f  of the Bureau  of Suppl ies  and Accounts ;  and i t  
was no s u r p r i s e  to us r e c e n t l y ,  th i s  y e a r ,  when he was p r o m o t e d  to 
the  r a n k  of Vice  A d m i r a l  and m a d e  Chie f  of Nava l  M a t e r i a l .  

We have  th i s  m o r n i n g  a man  who, by e x p e r i e n c e  and by app l i ca t ion ,  
knows how the r e s u l t s  a r e  a ch i eved  of keep ing  s u p p l i e s  on hand w h e r e  
and when they  a r e  needed ,  with a m i n i m u m  of backup.  

A d m i r a l  R o y a r ,  i t  is  a t r e m e n d o u s  p e r s o n a l  and of f ic ia l  p l e a s u r e  
for  m e  to we lcome  you to th i s  p l a t fo rm.  

AI~MIRAL ROYAR: Thank  you v e r y  much,  A d m i r a l  Hague .  
Gen t l emen ,  I a m  e x t r e m e l y  happy to be with you today.  R e c e n t l y  I 
have  been looking over  a l i s t  of your  pas t  and fu tu re  s p e a k e r s ,  and 
the c a l i b e r  of t he se  men,  as  you know, is  e x t r e m e l y  high.  It is  indeed 
an honor  for  you to p lace  me  in such  f ine company .  
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I have been told that a good speech is like a young lady's bathing 

suit--long enough to cover the subject and brief enough to be interest- 
ing. I shall keep these thoughts in mind while talking with you today. 

The subSect of our discussion this morning is "Quantitative 
Distribution Control. " Although my remarks shall be confined to 
the application of this/subject to the Navy, the same principles may 
well have application within the Army, the Air Force, and the Marine 

Corps. 

Before discussing the "how" of quantitative distribution control, 
it is important that we discuss the "why. " Is it really necessary that 
we maintain records and worldwide control of inventory and distribu- 
tion? Is the effort we put into maintaining worldwide control worth 
the return we gain? Or perhaps I should ask the more basic question: 
Is detailed inventory and issue information required for a central 
inventory manager to do his job properly? In the Navy we have found 

the answer to all these questions is a very emphatic "yes. " 

In the past few days you have been hearing a great deal about the 
importance of good requirements. I trust that you listened carefully. 
The relationship between good inventory control and good requirements 
is a very close one indeed. In the past our requirements computations 
simply have not been good enough. Much of our difficulty has resulted 
from not knowing what we had on hand. There have been some cases 
of not having enough, but most often it is a case of too much. We won 
the logistics battle in World War II not because we knew v~hat we needed, 
but because we were able to order what we thought we needed and 
depend on our abundant natural resources and industrial might to 
satisfy our extravagant demands. I think in all the services we are in 
the same boat in this respect. Our next war will find us facing serious 
material shortages and bombed-lout factories here at home. We cannot 
afford to be ordering more than we need, because we just won't be able 

to get it. 

But how will we know what we need if we don't know what we have 
on hand? That's where we see the importance of worldwide quantita- 

tive control of inventory. 

In a moment I want to talk some about my office~ I have a chart 
here which will indicate where the Chief of Naval Material comes in 

the organization of the Navy Supply System. 

3 
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You wil l  note i t  is  d i r e c t l y  below the A s s i s t a n t  S e c r e t a r y  of the  

Navy  and i s  ove r  the  s e v e r a l  b u r e a u s .  

One of the func t ions  of m y  of f i ce  i s  to e s t a b l i s h  i n v e n t o r y  c o n t r o l  
and d i s t r i b u t i o n  pol icy.  A b r i e f  d i s c u s s i o n  should  p r o v e  he lpfu l  in  
u n d e r s t a n d i n g  the  Navy  l o g i s t i c s  o r g a n i z a t i o n ,  and m o r e  s p e c i f i c a l l y  
our  s y s t e m  of quan t i t a t i ve  d i s t r i b u t i o n  con t ro l .  

T h e  Off ice  of Nava l  M a t e r i a l  was  b o r n  of n e c e s s i t y  in the  m i d s t  
of the  m a t e r i a l  c r i s e s  which  c h a r a c t e r i z e d  the  e a r l y  days  of Wor ld  
W a r  II. In J a n u a r y  1942 the U n d e r  S e c r e t a r y  of the  Navy,  J a m e s  
F o r r e s t a l ,  s aw  the  n e c e s s i t y  of hav ing  a c o o r d i n a t i n g  off ice which  
co,rid s p e a k  for  the  v a r i o u s  b u r e a u s  in dea l i ng  with the  W a r  P r o d u c t i o n  
B o a r d  and the o the r  G o v e r n m e n t  a g e n c i e s .  L i k e w i s e ,  i t  was  n e c e s -  
s a r y  for  the  b u r e a u s  to be 0 p c r a t i n g  unde r  s i m i l a r  p r o c u r e m e n t  and 
p roduc t ion  p o l i c i e s .  F r e q u e n t l y  a r e f e r e e  was  needed  to d e t e r m i n e  
such  t h ings  as  who would buy what,  who h a d  i n s p e c t i o n  cogn izance ,  
and,  a v e r y  i m p o r t a n t  point ,  how would we d iv ide  the  l i m i t e d  p ro duc -  
t ive  c a p a c i t y  of i n d u s t r y  s o  that  each  b u r e a u  could ge~ the m a t e r i e l  
tha t  w a s  needed  to f ight  the  war .  T h e s e  w e r e  v e r y  r e a l  p r o b l e m s ,  
and the  Off ice  of Nava l  M a t e r i a l  was  e s t a b l i s h e d  to he lp  so lve  them.  
The  o r i g i n a l  of f ice  was known as  the  Off ice  of P r o c u r e m e n t  and 

M a t e r i a l .  

On 5 M a r c h  1948 Pub l i c  Law 432 of the 80th C o n g r e s s m a d e  the 
se tup  l e g i t i m a t e .  Th i s  law g ives  m e  the  r e s p o n s i b i l i t y  for  d e t e r m i n i n g  
the p r o c u r e m e n t  and  p roduc t ion  p o l i c i e s  and m e t h o d s  to be fo l lowed by 
the Nava l  Es t ab l i shmen t0  and fo r  c o o r d i n a t i n g  and d i r e c t i n g  the e f fo r t s  
Of the  b u r e a u s  and of f ices  of the  Navy  D e p a r t m e n t  in th i s  r e s p e c t .  

My r e s p o n s i b i l i t i e s  in t h e s e  a r e a s  a r e  execu ted  with the  ful l  f o r c e  
and a u t h o r i t y  of the  A s s i s t a n t  S e c r e t a r y  of the  Navy  for  M a t e r i a l ,  wi th  
Whom I work  v e r y  c l o s e l y .  In add i t ion  m y  job is  to e f fec tua te  p o l i c i e s  
of p r o c u r e m e n t ,  c o n t r a c t i n g ,  p roduc t ion ,  and m a t e r i a l  con t ro l  t h r ough -  
out the  Nava l  Es t abL i shmen t .  In c a r r y i n g  out th i s  m i s s i o n  the  Off ice  
of Nava l  M a t e r i a l  h a s  r e s p o n s i b i l i t i e s  in four  m a j o r  func t iona l  a r e a s :  

1. P r o c u r e m e n t .  

2. P r o d u c t i o n .  

3. F i e l d  s e r v i c e s ,  
a d m i n i s t r a t i o n .  

which  inc lude  m a t e r i e l  i n s p e c t i o n  rand c o n t r a c t  

5 
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4 .  M a t e r i a l  c o n t r o l .  

To s u m m a r i z e ,  the  Of f i ce  of N a v a l  M a t e r i a l  i s  the  N a v y  l i n k  wi th  
o u r  n a t i o n a l  e c o n o m y .  I want  to m a k e  it  v e r y  c l e a r ,  h o w e v e r ,  t h a t  
the  Of f i ce  of N a v a l  M a t e r i a l  i s  e s s e n t i a l l y  a p o l i c y  and not  an  o p e r a -  
t i o n a l  a c t i v i t y .  O p e r a t i o n s  i s  a C h i e f  of N a v a l  O p e r a t i o n  and a b u r e a u  
func t ion ,  and  t ha t  i s  the  w a y  we p lan  to k e e p  it .  It  i s  of m a j o r  i m p o r -  
t a n c e  t ha t  the  b u r e a u s  m a i n t a i n  both  the  a u t h o r i t y  a n d  the  r e s p o n s i -  
b i l i t y  fo r  p e r f o r m i n g  m a t e r i a l  f u n c t i o n s  in the  s p e c i f i c  a r e a s .  We 
m u s t  not  s e p a r a t e  r e s p o n s i b i l i t y  and  a u t h o r i t y .  If we do, we a r e  in 
s e r i o u s  t r o u b l e .  

T h e r e  i s  no  c o n f l i c t  of i n t e r e s t s  b e t w e e n  the  C h i e f  of N a v a l  O p e r a -  
t i ons  and  the  C h i e f  of N a v a l  M a t e r i a l .  The  C h i e f  of N a v a l  O p e r a t i o n s  
t e l l s  the  m a t e r i e l  b u r e a u s  what  he  wan t s ,  w h e r e  he  w a n t s  i t ,  and  we in 
the  Of f ice  of N a v a l  M a t e r i a l ,  t o g e t h e r  w i th  the  b u r e a u s ,  s e e  t ha t  h e  g e t s  
i t .  To put  i t  in o t h e r  w o r d s ,  the  C h i e f  of N a v a l  O p e r a t i o n s  f i e l d  of 
m a t e r i e l  i n t e r e s t  m a y  be b r o a d l y  c a l l e d  c o n s u m e r  l o g i s t i c s ,  w h e r e a s  
the  Of f i ce  of N a v a l  M a t e r i a l  i n t e r e s t s  a r e  c h i e f l y  in  the  a r e a  of p r o -  
d u c e r  l o g i s t i c s .  

Now l e t ' s  t u r n  to ou r  top ic  of d i s c u s s i o n  fo r  the  m o r n i n g ,  " Q u a n -  
t i t a t i v e  D i s t r i b u t i o n  C o n t r o l .  " At p r e s e n t  in  the  N a v y  we h a v e  abou t  
14 b i l l i o n  d o l l a r s  in s t ock ,  and  t h i s  i s  a c c o u n t e d  f o r  bo th  d o l l a r w i s e  
and  i t e m w i s e .  We h a v e  b e t w e e n  1 .3  m i l l i o n  and  1 . 4  m i l l i o n  i t e m s .  
New i t e m s  a r e  b e i n g  added  a t  the  r a t e  of 150, 000 a y e a r - - t h a t  i s  a 
n e t  f i g u r e .  We a r e  a d d i n g  m o r e  t h a n  t ha t  and  a l s o  d r o p p i n g  a n u m b e r  
of i t e m s  e a c h  y e a r .  C o m p a r e  t h i s  wi th  the  200, 000 i t e m s  in  the  whole  
s y s t e m  a t  the  s t a r t  of W o r l d  W a r  II.  T h e s e  150, 000 i t e m s  a r e  a d d e d  
c h i e f l y  t h r o u g h  n e w - t y p e  w e a p o n s  and  thmough c o n v e r s i o n s .  In o t h e r  
c a s e s  l o c a l  s t o c k  i s  c o m i n g  u n d e r  t h e  c a t a l o g i n g  p r o g r a m  and b e i n g  
i d e n t i f i e d .  

Mos t  of you  a r e  a w a r e  t h a t  the  N a v y  f i r m l y  b e l i e v e s  in  d e c e n t r a l -  
i z e d  o p e r a t i o n s .  The  t e c h n i c a l  b u r e a u s ,  s u c h  a s  the  B u r e a u s  of Sh ips ,  
A e r o n a u t i c s ,  O r d n a n c e ,  and  Y a r d s  and  D o c k s ,  a r e  the  e n g i n e e r i n g  
e x p e r t s  in  t h e i r  r e s p e c t i v e  f i e l d s ,  e a c h  s p e c i a l i z i n g  in  a c a t e g o r y  or  
c o m b i n a t i o n  of c a t e g o r i e s  of m a t e r i e l .  E a c h  of t h e s e  t e c h n i c a l  b u r e a u s  
m a y  be  s a i d  to be  c o n c e r n e d  wi th  " t h e  n a t u r e  of the  b e a s t ,  " t ha t  i s ,  
the  p h y s i c a l  and  o p e r a t i n g  c h a r a c t e r i s t i c s  of the  m a t e r i e l  c a t e g o r y  
as  s i g n e d .  
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The t e c h n i c a l  func t ions  a r e  d e f i n i t e l y  p e c u l i a r  to the  c a t e g o r y  of 
m a t e r i e l  involved ,  but a t  the  s a m e  t i m e  i t  i s  r e c o g n i z e d  tha t  a l l  of 
the  m a t e r i e l  c a t e g o r i e s  a r e  sub j ec t  to the  s a m e  se t  of b u s i n e s s  m a n a g e -  
m e n t  p r i n c i p l e s .  

It fo l lows,  then,  tha t  a s i ng l e  b u r e a u  should  be c h a r g e d  with  the  
p e r f o r m a n c e  of a l l  " b u s i n e s s "  func t ions  f o r  a l l  Navy  m a t e r i e l .  Th i s  
b u r e a u  is  the  B u r e a u  of Suppl ies  ~'nd Accounts  (BUSANDA). I be l i eve  
the s t r e n g t h  of the  Navy  Supply S y s t e m  m a y  be d i r e c t l y  a t t r i b u t e d  to 
the  fac t  that  we have  a supp ly  c o r p s - - a  group of o f f i c e r s  t r a i n e d  in 
b u s i n e s s  func t ions  who spend t h e i r  e n t i r e  nava l  c a r e e r s  work ing  in 
supp ly  jobs .  E s t a b l i s h m e n t  of s o m e  such  co rps  in both the A r m y  and 
the  A i r  F o r c e  migh t  be w o r t h y  of c o n s i d e r a t i o n .  

Now, what  a r e  t h e s e  " b u s i n e s s "  o r  " s u p p l y "  func t ions  as  we ca l l  
t h e m  in the Navy?  T h e y  cove r  such  i t e m s  a s  p r o c u r e m e n t ,  i n v e n t o r y  
con t ro l ,  s t o r a g e ,  i s s u e ,  d i s p o s a l ,  t r a n s p o r t a t i o n ,  ca ta log ing ,  s t o r e s ,  
and a p p r o p r i a t i o n  account ing ,  to n a m e  a few. These,  func t ions  a r e  a l l  
p e r f o r m e d  by the  Supply C o r p s .  Spec i a l i zed  p r o c u r e m e n t ,  however ,  
of a l i m i t e d  quan t i ty  ? f  c e r t a i n  t e c h n i c a l  m a t e r i e l  and m a j o r  end i t e m s  
is  p e r f o r m e d  b y  the  t e c h n i c a l  b u r e a u  c o n c e r n e d .  

At th i s  point  I would l ike  to m a k e  a f e w  o b s e r v a t i o n s .  

F i r s t ,  a b a s i c  t h e s i s  of the Navy Supply P l a n  i s  tha t  the  b u s i n e s s  
func t ions  a r e  the s a m e  for  a l l  c a t e g o r i e s  of m a t e r i e l ,  w h e r e a s  the  
p e r f o r m a n c e  of the  t e c h n i c a l  func t ions  is  s p e c i a l i z e d  by c a t e g o r i e s  of 
m a t e r i e l .  

The  second  o b s e r v a t i o n  is ,  the  d i v e r s i f i c a t i o n ,  s p e c i a l i z e d ,  and 
d o l l a r  i n v e s t m e n t  in t h e s e  m a t e r i e l  c a t e g o r i e s  i s  so complex  and v a s t  
tha t  d e c e n t r a l i z a t i o n  of con t ro l  f r o m  the b u r e a u  l eve l  is  obv ious ly  
n e c e s s a r y  on at  l e a s t  four  counts:  

1. To r e l i e v e  the t e c h n i c a l  b u r e a u s  and the  b u s i n e s s  b u r e a u  of 
the  mu l t i t ud inous ,  r e c u r r i n g ,  d a y - t o - d a y  t r a n s a c t i o n s .  

2. To p e r m i t  c o n c e n t r a t i o n  of the  a v a i l a b l e  t e c h n i c a l  and b u s i n e s s  
t a l en t  in e a c h  s p e c i a l i z e d  f ie ld  of m a t e r i e l .  

3. T o  p e r m i t  t a i l o r i n g ,  wi thin  t h e  f r a m e w o r k  of the  b a s i c  p r i n c i -  
p les ,  of the  b u s i n e s s  func t ions  to the p e c u l i a r  r e q u i r e m e n t s  of a g iven 



c a t e g o r y  of m a t e r i e l  w h e r e v e r  n e c e s s a r y  to p e r m i t  m a x i m u m  r e s p o n -  
s i v e n e s s  to the  u s e r s  of the  m a t e r i e l .  

4. To eliminate concentration df the control function in one 
geographical area. 

C h a r t  2, page  9 . - - N o w  th i s  d e c e n t r a l i z a t i o n  of c o n t r o l  f r o m  the  
b u r e a u  l e v e l  is  a c c o m p l i s h e d  by the  a s s i g n m e n t  of r e s p o n s i b i l i t y  fo r  
t he  c o n t r o l  of v a r i o u s  c a t e g o r i e s  of m a t e r i e l  to b u s i n e s s - t e c h n i c a l  
o f f i c e s  wh ich  we cal l  s u p p l y - d e m a n d  c o n t r o l  po in t s .  T h e s e  a r e  t r u l y  
o f f i ce s  and do not  c a r r y  any  i n v e n t o r y .  

I a m  s o r r y  the  p r i n t i n g  is  so  s m a l l ,  but  it i n d i c a t e s  b e l o w  t h e r e  
s o m e  of the  s e v e r a l  s u p p l y - d e m a n d  c o n t r o l  po in t s ,  and  i n d i c a t e s  the  
t e c h n i c a l  c o n t r o l  of the  b u r e a u s  as  we l l  as  the  m a n a g e m e n t  c o n t r o l  
of BUSANDA. 

The  Navy  has  found it  a b s o l u t e l y  e s s e n t i a l  to m a r r y  supp ly  e x p e -  
r i e n c e  and  t e c h n i c a l  k n o w l e d g e  in o r d e r  to s o l v e  the  t e c h n i c a l  i t e m  
supp ly  p r o b l e m .  At the  c o n t r o l  po in t s ,  we c o m b i n e  the  t e c h n i c a l  k n o w l -  
e d g e  tha t  t e l l s  us what  to buy wi th  the  @upply e x p e r i e n c e  tha t  l e a d s  us 
to know how m u c h  t o  buy, and w h e r e  and  when  it is  r e q u i r e d .  

P r i o r  to the  i n c e p t i o n  of the  supp ly  s y s t e m ,  e a c h  b u r e a u  pf~ocured 
and  c o n t r o l l e d  a l l  of i t s  t e c h n i c a l  m a t e r i e l .  As  the  supp ly  s y s t e m  has  
p r o v e d  i t s e l f  e f f e c t i v e ,  t h e r e  has  b e e n  a c o n t i n u i n g  p r o g r a m  of r e f i n e -  
m e n t ,  so  tha t  t oday  a p p r o x i m a t e l y  95 p e r c e n t  of t he  N a v y ' s  m a t e r i e l  
is  c o n t r o l l e d  by the  s u p p l y - d e m a n d  c o n t r o l  po in t s .  

Now, let us see how these supply-demand control points work. 
Before you can control anything, you must have a common language, 
and that language must be definitive and in the hands of the potential 
consumer. The process we are talking about is cataloging--a business 
and technical function. 

F o r  e x a m p l e ,  in the  p r o v i s i o n i n g  p r o c e s s  of, say ,  a f u e l  pump,  
the  p u m p  is  b r o k e n  down into s u b a s s e m b l i e s ,  p a r t s ,  and m a t e r i a l s ,  
f r o m  wh ich  a d e t e r m i n a t i o n  of i t e m s  to be s u p p l i e d  can  be m a d e .  On 
the  b a s i s  of m a n u f a c t u r e r ' s  d r a w i n g s  and  d e s c r i p t i v e  da ta ,  i t e m s  to  
be s u p p l i e d  a r e  r e s e a r c h e d  to d e t e r m i n e  u n i q u e n e s s  or  to e s t a b l i s h  
i d e n t i t y  with an  i t e m  a l r e a d y  in the  Navy  Supp ly  System." A s t a n d a r d  
Navy  s t o c k  n u m b e r  is  a s s i g n e d  to e a c h  i t e m  to be  s u p p l i e d  on the  
m a n u f a c t u r e r ' s  b i l l  of m a t e r i a l  fo r  the  pump.  
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S o m e  i t e m s  of the  b i l l  of m a t e r i a l  w i l l  be found to be  u s e d  on ly  
by,  l e t  us say ,  t he  s u b m a r i n e  p r o g r a m ,  and  so  wi l l  be a s s i g n e d  to 
the  c o n t r o l  of t he  s u p p l y - d e m a n d  c o n t r o l  poin t  which  is r e s p o n s i b l e  
fo r  the  s u p p o r t  of s u b m a r i n e  o p e r a t i o n s .  O t h e r  i t e m s ,  found to be 
in c o m m o n  u s e  t h r o u g h o u t  the  Navy,  wi l l  be a s s i g n e d  to  the  G e n e r a l  
S t o r e s  Supply Of f ice  by u s e  of a p r e f i x e d  c o g n i z a n c e  s y m b o l .  

The  Navy  has  fo r  m a n y  y e a r s  g i v e n  m o s t  s e r i o u s  a t t e n t i o n  to 
c a t a l o g i n g  as  an  i m p o r t a n t  too l  of supp ly  m a n a g e m e n t .  An i n t e g r a t e d  
supp ly  s y s t e m  of g r e a t e r  t han  p e a n u t - s t a n d  s i z e  c a n ' t  f unc t i on  e f f i -  
c i e n t l y  wi thou t  an  i d e n t i f i c a t i o n  and  c a t a l o g i n g  p r o g r a m - - d i s t i l l i n g  
and  f u n n e l i n g  a l l  t he  d i f f e r e n t  c o m m e r c i a l  n a m e s  and n u m b e r s  fo r  
one  i t e m  in to  a s i n g l e  s t a n d a r d  fo r  m i l i t a r y  use .  S ince  1914, when  
R e a r  A d m i r a l  T. H. H i c k s  b e g a n  the  f i r s t  Navy  s t a n d a r d  s t o c k  ca t a log ,  
t h e  Navy  h a s  e m p h a s i z e d  c a t a l o g i n g  and has  p u b l i s h e d  s t a n d a r d  n u m b e r s .  

The  r e s u l t i n g  e c o n o m i e s  o v e r  the  y e a r s  a r e  i n c a l c u l a b l e .  The  
s a v i n g s  f r o m c a t a l o g i n g  s t e m  p r i m a r i l y  f r o m  d e t e r m i n a t i o n  of i n t e r -  
c h a n g e a b i l i t y  and,  as  a c o n s e q u e n c e ,  l e s s  b in  s p a c e ,  f e w e r  s t o r e -  
h o u s e s ,  l e s s  i n v e s t m e n t  in i n v e n t o r i e s ,  f e w e r  p e r s o n n e l ,  and m o r e  
e x p e d i t i o u s  h a n d l i n g  of s t o r e s .  The  Navy  and  the  t a x p a y e r  h a v e  won 
h a n d s o m e l y  f r o m  the  c a t a l o g i n g  of Navy  e q u i p m e n t s ,  p a r t s ,  and 
m a t e r i e l .  T h e y  wi l l  c o n t i n u e  to ga in  by the  F e d e r a l  c a t a l o g i n g  p r o g r a m .  

C h a r t  3, page  11. - - T h i s  c h a r t  shows  the  a v i a t i o n  p a r t  of t he  
s y s t e m ,  w h i c h  is  t y p i c a l  of the  s e v e r a l  c a t e g o r i e s  of m a t e r i e l  w h i c h  
we h a v e  in the  supp ly  s y s t e m .  

A s y s t e m  wi th  a c o m m o n  l a n g u a g e  and a m a n a g e m e n t  c o n c e p t  
m u s t  h a v e  the  t h i r d  poin t  of the  t r i a n g l e - - w a r e h o u s e s  wi th  m i s s i o n s  
d e f i n e d .  In the  Navy  Supply S y s t e m - - p r i m a r y  s t o c k  po in t s ,  w h i c h  a r e  
r e p o r t i n g  a c t i v i t i e s ,  c a r r y  s t o c k  fo r  t h e i r  own c o n s u m p t i o n ,  fo r  
d e s i g n a t e d  s e c o n d a r y  s t o c k  po in t s ,  and  m a y  a l s o  s u p p o r t  f l e e t  un i t s  
and  y a r d  and  d i s t r i c t  c r a f t .  R e p l e n i s h m e n t  is  d i r e c t e d  by the  s u p p l y -  
d e m a n d  c o n t r o l  po in t s  on an a u t o m a t i c  b a s i s .  To ob ta in  r e p l e n i s h m e n t  
o t h e r  than  a u t o m a t i c a l l y ,  o r  to ob ta in  an i t e m  which  t h e y  do not  o r d i -  
n a r i l y  c a r r y ,  p r i m a r y  s t o c k  po in t s  h a v e  r e c o u r s e  to the  nex t  h i g h e r  
e c h e l o n  of s u p p l y - - t h e  d i s t r i b u t i o n  poLut. T h e s e  po in t s ,  in a d d i t i o n  
to s e r v i n g  as  i n t e r i m  s o u r c e s  of s u p p l y  fo r  the  p r i m a r y  s t o c k  po in t s ,  
m a y  p e r f o r m  o v e r h a u l s ,  and c o n v e r s i o n s  as we l l ,  and  c a r r y  s t o c k  to 
s a t i s f y  t h e i r  own loca l  r e q u i r e m e n t s .  A c t i v i t i e s  wi th  r e s t r i c t e d  b u s i -  
n e s s ,  c a r r y i n g  s m a l l e r  s t o c k s ,  a r e  known as  s e c o n d a r y  s t o c k  po in t s .  
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T h e s e  a r e  n o n r e p o r t i n g  a c t i v i t i e s ,  and depend on a p r i m a r y  s tock  
point  fo r  r e p l e n i s h m e n t .  

In o r d e r  to a t t a in  the ob jec t ive  of i n v e n t o r y  con t ro l ,  four  f a c t o r s  
a r e  n e c e s s a r y :  

1. To have the m a t e r i e l  p r o p e r l y  iden t i f i ed  (as  we d e s c r i b e d  
under cataloging). 

2. To have an a c c u r a t e  r e f l e c t i o n  of what  is  on hand,  pas t  r e c u r -  
r i n g  i s s u e s ,  expected  r e c e i p t s  of s tock ,  and c u r r e n t  ob l iga t ions  fo r  
fu tu re  m a t e r i e l  r e q u i r e m e n t s ,  

3. Obtain  the  " s t o c k  s t a t u s "  p i c t u r e  f r o m  a c c u r a t e  s tock  r e c o r d s  
m a i n t a i n e d  by e f f i c ien t  pos t ing  p r o c e d u r e s  and suppor t ed  by p e r i o d i c  
p h y s i c a l  i n v e n t o r i e s .  

4. Hav~ an  a c c u r a t e  and t i m e l y  r e p o r t i n g  s y s t e m  fo r  p e r i o d i c  
s u b m i s s i o n  of the  " s t o c k  s t a t u s "  data  to the s u p p l y - d e m a n d  c o n t r o l  
point  f o r  r e v i e w  and a n a l y s i s .  

F o r  each  i t e m  c a r r i e d ,  the supply  depot  o r  o the r  s t o r a g e  point  
has  a r e c o r d  ca rd .  Subs id i a ry  to i t  and suppo r t i ng  i t  a r e  an "expec ted  
r e c e i p t s "  c a r d  and an " o b l i g a t i o n "  ca rd .  T h e  ho ld ing  a c t i v i t y  r e c o r d s  
the  ac tua l  i s s u e s  and r e c e i p t s  o f  m a t e r i a l  as  they  occu r  and m a i n t a i n s  
a runn ing  ba l ance  of the quan t i ty  on hand.  

E v e r y  t h r e e  mon ths ,  o r  as  d i r e c t e d  by the  s u p p l y - d e m a n d  con t ro l  
pqint,  the a c t i v i t y  s u m m a r i z e s  i ts  s tock  s t a tus  by p r e p a r i n g  a s tock -  
s t a tus  r e p o r t i n g  Card . . . . . . . . . . . . . . . .  

1. Repe t i t i ve  i s s u e s  du r ing  the  pe r iod .  

2.  C u r r e n t  ob l iga t ions .  

3. Quant i ty  on hand.  

4. C u r r e n t  expec ted  r e c e i p t s .  

T h e  s u p p l y - d e m a n d  con t ro l  point  r e c e i v e s  the banks  of c a r d s  
f r o m  each  r e p o r t i n g  a c t i v i t y  where  the i n t e l l i gence  is  conso l ida t ed  
unde r  a conso l ida t ed  s t o c k - s t a t u s  r e p o r t  which g ives  the s t o r y  fo r  
each  i t em  of s tock  in the s y s t e m .  
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A d d i t i o n a l  i n f o r m a t i o n  is  n e e d e d  b e y o n d  th i s  r e p o r t  in o r d e r  to 

c o n d u c t  a p r o p e r  s u p p l y - d e m a n d  r e v i e w  to  d e t e r m i n e  w h e t h e r  o r  not  
t h e s e  a c t i v i t i e s  a r e  t r u l y  d e f i c i e n t  o r  t r u l y  in  e x c e s s  as  the  mathe / -  
m a t i c a l  f o r m u l a  s a y s  t h e y  a r e .  The  s t o c k  a n a l y s t  has  an i t e m - h i s t o r y  
c a r d  w h i c h  g i v e s  t he  s t o c k  p o s i t i o n  of t he  i t e m  wi th  r e g a r d  to r e d i s t r i -  
b u t i o n s ,  o m i s s i o n s  of p r o c u r e m e n t ,  and  p a s t  e r r o r s  in  r e p o r t i n g .  

I t h ink  tha t  i t  i s  v e r y  i m p o r t a n t  to c o n t r a s t  t he  d i f f e r e n c e  b e t w e e n  
what  we h a v e  t o d a y  in s u c h  a s t o c k - s t a t u s  r e p o r t  and  what  t he  N a v y  
o p e r a t e d  wi th  p r i o r  to W o r l d  W a r  II. H e r e  you s e e  an  e n t i r e  s y s t e m  
s t o r y .  U n d e r  the  p r e v i o u s  s e tup ,  e a c h  a c t i v i t y  d e t e r m i n e d  i t s  own 
l o c a l  r e q u i r e m e n t s  and  i t s  own l o c a l  s t o c k  l e v e l s .  T h e y  h a d  no  k n o w l -  
e d g e  of t h e  s i t u a t i o n  a t  o t h e r  s t o c k i n g  a c t i v i t i e s  who h e l d  the  s a m e  
m a t e r i a l .  One  m i g h t  be  b u y i n g  to f i l l  d e f i c i e n c i e s  w h i l e  a n o t h e r  was  
a l r e a d y  o v e r s t o c k e d .  T h e y  wen t  i n d e p e n d e n t l y  to t he  s a m e  m a n u f a c -  
t u r e r s  wi th  t h e i r  c o n t r a c t s ;  o r  one  m i g h t  e v e n  s e a r c h  h o p e l e s s l y  fo r  
a s o u r c e  of s u p p l y  w h i c h  was  a l r e a d y  w e l l  known  t o  one of the  o t h e r s .  
In o t h e r  w o r d s  t h e r e  was  a s c r a m b l i n g  fo r  m a t e r i a l  by e a c h  of the  
s t o c k i n g  a c t i v i t i e s ,  and  no o r d e r l y ,  c e n t r a l i z e d ,  o v e r a l l  c o n t r o l .  

M a n y  of the  e x c e s s e s  of m a t e r i e l  on t he  s h e l f  in  the  Navy  today  
a r e  t h e  r e s u l t  of t h i s  type  of o p e r a t i o n  wh ich  e x i s t e d  p r i m a r i l y  b e f o r e  
and  d u r i n g  t he  e a r l y  p a r t  of W o r l d  W a r  II. 

But  to ge t  b a c k  to  ou r  s t o c k  a n a l y s t  h o l d i n g  a c o n s o l i d a t e d  s t o c k -  
s t a t u s  r e p o r t  and an  i t e m - h i s t o r y  c a r d - - a  t h i r d  c a r d  is  in h i s  h a n d - -  
t he  i t e m - d a t a  c a r d .  As  i t s  n a m e  i m p l i e s ,  t he  c a r d  t e l l s  of t he  n a t u r e  
of t h i s  m a t e r i e l - - i t s  uni t  c o s t ,  we igh t ,  and  Cube, as  we l l  as  e c o n o m -  
i c a l  lo t s  f o r  p u r c h a s e ,  s t o r a g e ,  and  i s s u e .  Is t he  i t e m  s u b j e c t  to  
r a p i d  d e t e r i o r a t i o n  on t he  s h e l f ?  What  has  b e e n  i t s  r e c e n t  p r o c u r e -  
m e n t  l e a d  t i m e ?  On h o w  m a n y  s h i p s  o r  a i r c r a f t  is  it i n s t a l l e d ,  and  in 
what  q u a n t i t i e s ?  Do sh ip  t e n d e r s  c a r r y  the  i t e m  in s t o c k ?  How l o n g  
h a s  it  b e e n  c a r r i e d ?  What  s p e c i a l  p r o g r a m s  r e q u i r e  the  p a r t ?  T h e s e  
and  o t h e r  q u e s t i o n s  m u s t  be  a n s w e r e d  by the  s t o c k  a n a l y s t .  

The  a n a l y s t  u s e s  t h r e e  t h ings  to  m a k e  a s u p p l y - d e m a n d  r e v i e w :  

i .  T h e  c u r r e n t  and  h i s t o r i c a l  s t o c k - s t a t u s  da ta .  

2. The  i n f o r m a t i o n  on the  i t e m - d a t a  c a r d s  and  i t e m - h i s t o r y  c a r d s .  

3. S tock  a n a l y s t ' s  own p e r s o n a l  e x p e r i e n c e .  (Th i s  c o m e s  u n d e r  
t h e  h e a d i n g  of c o m m o n  s e n s e .  ) 
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The  a c c u m u l a t i o n  of p o p u l a t i o n  and  u s a g e  d a t a  i s  b a s i c  t o  any 

s y s t e m  which  r e q u i r e s  a c c u r a t e  and e c o n o m i c a l  s u p p l y  and  l o g i s t i c s  
d e t e r m i n a t i o n s .  P o p u l a t i o n  d a t a  a r e a  f i r s t  f u n d a m e n t a l .  T h e y  t e l l  
us  wbAch e q u i p m e n t s  and what  q u a n t i t i e s  of m a t e r i a l  a r e ' a c t u a l l y  
i n s t a l l e d  in the  v e s s e l s  and  c r a f t s .  M o r e  p a r t i c u l a r l y ,  t h e y  s p e a k  in  
t e r m s  of i t e m s ,  wi th  the  i t e m  b e i n g  i d e n t i f i e d  to a r e c o g n i z a b l e  and  
u s a b l e  s t o c k  n u m b e r .  

P o p u l a t i o n  da ta  a r e  p l i a b l e .  R e d u c e d  t o  m e c h a n i z e d  c a r d  o r  tape 
f o r m ,  t h e y  can  be m a n i p u l a t e d  to c o m p u t e  the  p r e c i s e  q u a n t i t y  of each  
i t e m  tha t  i s  i n s t a l l e d  on a p a r t i c u l a r  v e s s e l ,  o r  a c h o s e n  o r  s e l e c t e d  
g r o u p  of v e s s e l s .  T h e y  can  be  c o m b i n e d  to t e l l  us  the  t o t a l  q u a n t i t y  
of e a c h  i t e m  i n s t a l l e d  in  an  o p e r a t i n g  f o r c e ,  T h e y  can  be  s e p a r a t e d  
to t e l l  us  how m a n y  of the  i t e m  a r e  i n s t a l l e d  in  t he  r e s e r v e  f l e e t  a s  
s e p a r a t e d  f r o m  the  a c t i v e  f lee t ;  in  the  A t l a n t i c  F l e e t  a s  c o n t r a s t e d  
wi th  t h e  P a c i f i c  F l e e t .  We s e e  t h e n  t ha t  p o p u l a t i o n  da ta  a r e  the  
s c i e n t i f i c  d e t e r m i n a t e  of the  r a n g e  of s u p p o r t .  

G iven  the  m i s s i o n  and  the  p a r t i c u l a r  v e s s e l s  a s s i g n e d  to the  
m i s s i o n ,  p o p u l a t i o n  da ta  wi l l  y i e l d  the  t o t a l  and  p r e c i s e  r a n g e  of i t e m s  
f r o m  w h i c h ,  wi th  the  a id  of u s a g e  da t a ,  . t he  t r u e  and  e x a c t  s u p p o r t  
r e q u i r e m e n t s  of the  m i s s i o n  can  be  c o m p u t e d .  In e f fec t ,  p o p u l a t i o n  
da ta  c o n t r i b u t e  to the  e c o n o m i c s  of l o g i s t i c s ,  by  e s t a b l i s h i n g  and  
l i m i t i n g  the  r a n g e  of s u p p o r t ,  wh i l e  i n s u r i n g  the  v a l i d i t y  of the  
p r e s c r i b e d  l i m i t s .  

In o r d e r  to  s c i e n t i f i c a l l y  m a n a g e  i n v e n t o r y ,  i t  i s  not  enough  t h a t  
you  know what  you h a v e  and  w h e r e  you  a r e  k e e p i n g  i t .  You m u s t  k n o w  
why you a r e  k e e p i n g  i t .  A l i t t l e  o v e r  a y e a r  ago,  the  Navy  s t a r t e d  a 
p r o g r a m t o  s o l v e  t h i s  p r o b l e m .  Some of you  h a v e  h e a r d  of t h i s  u n d e r  
the  s o m e w h a t  c o m p l i c a t e d  s o u n d i n g  n a m e s  o f  s t r a t i f i c a t i o n  and  
f r a c t i o n a t i o n .  

The  f i r s t  p a r t  of t h i s  p r o g r a m  c o n s i s t e d  of d i v i d i n g  ou r  m a t e r i e l  
on hand  in to  the  r e q u i r e m e n t s  f d r  p e a c e t i m e .  A m o n g  t h e s e  d i v i s i o n s  
a r e :  

i .  O p e r a t i n g  s t ock .  

2. M o b i l i z a t i o n  r e s e r v e ,  

3. M D A P .  
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A f t e r  t h i s  d i v i s i o n  i s  m a d e ,  the  q u a n t i t i e s  l e f t  o v e r  b e c o m e  k n o w n  
a s  the  e x c e s s .  T h e  s t o c k  m a n a g e r  m u s t  f u r t h e r  s u b d i v i d e  the  e x c e s s  
in to  e c o n o m i c  r e s e r v e  and d i s p o s a b l e  e x c e s s .  

Now, in p u r g i n g  the  s y s t e m  of W o r l d  W a r  H e x c e s s e s ,  w e  h a v e  
two  c o n f l i c t i n g  p h i l o s o p h i e s :  One  w h i c h  d e m a n d s  a c o m p l e t e  h o u s e  
c l e a n i n g ,  and  a s e c o n d  w h i c h  i n s i s t s  upon a v e r y  c a u t i o u s  a p p r o a c h .  
T h e  f o r n ~ e r  r e a s o n s  tha t  t r u e  e c o n o m y  of o p e r a t i o n  w i l l  on ly  ob t a in  
w h e n  i n a c t i v e  m a t e r i e l ,  w i th  i t s  h i g h  c a r r y i n g  c h a r g e ,  i s  e l i m i n a t e d  
f r o m  i n v e n t o r y .  T h e  l a t t e r ,  w h i l e  r e c o g n i z i n g  th i s ,  s t i l l  c a u t i o n s  
a g a i n s t  w h o l e s a l e  p u r g i n g  of m a t e r i e l  in  t h e  p r e s e n t  u n s e t t l e d  c l i m a t e  

of  w o r l d  a f f a i r s .  

A w a r  e m e r g e n c y  n e c e s s i t y  of h a v i n g  to  r e p u r c h a s e ,  o r  w o r s e ,  
r e q u i r i n g  and  no t  b e i n g  a b l e  to  r e p u r c h a s e  y e s t e r d a y ' s  s u r p l u s ,  
d e m a n d s  a m o s t  j u d i c i o u s  d i s p o s a l  p r o g r a m  if  s u c h  e r r o r s  a r e  to  be 
c i r c u m v e n t e d .  As  a r e s u l t ,  t h e  c o n c e p t  of c o n s i d e r i n g  s o m e  of t h i s  
r e l a t i v e l y  ~2~active, l ong  supp ly ,  m a t e r i e l  a s  an  e c o n o m i c  r e s e r v e  
h a s  e v o l v e d .  R e t e n t i o n  i s  j u s t i f i e d  on a c o s t  b a s i s ,  m e a s u r i n g  t o t a l  
e s t i m a t e d  i n v e n t o r y - m a i n t e n a n c e  c o s t s  a g a i n s t  r e p l a c e m e n t  c o s t s .  
S o m e  c o m m e r c i a l  i n v e n t o r y  m a n a g e r s  h a v e  s t a t e d  the  " c o s t  to h o l d "  
a s  h igh  as  25 p e r c e n t  p e r  y e a r .  T h i s  is  a po in t  tha t  I a m  a f r a i d  we 
in the  m i l i t a r y  s o m e t i m e s  o v e r l o o k .  

The  d e c i s i o n  to  r e t a i n  o r  d i s p o s e  of l o n g - s u p p l y  s t o c k s  b o i l s  
down to c a l c u l a t i o n s  as  to  t h e  c o s t  of r e b u y i n g  v e r s u s  the  c o s t  of 
h o l d i n g .  N a t u r a l l y ,  i t  wou ld  be g r o s s l y  i m p r u d e n t  to d i s p o s e  of l o n g -  
s u p p l y  m a t e r i e l  t o d a y  w h i c h  we wou ld  h a v e  to p r o c u r e  a g a i n  t o m o r r o w ,  
a y e a r  f r o m  now,  o r ,  in  s o m e  c a s e s ,  e v e n  f ive  y e a r s  h e n c e ,  d u r i n g  a 
wa r  e m e r g e n c y .  

I m a g i n e  t h e  p l i gh t  of an  a v i a t i o n  s t o c k  m a n a g e r  who f inds  the  
p l a n n e r s  h a v e  a d d e d  t h r e e  m o r e  o v e r h a u l s  and  t w o  y e a r s '  o p e r a t i o n s  
to t he  p l ans  fo r  an  X Y Z  plane ;  and  in the  m e a n t i m e  the  m a n u f a c t u r e r  

has  r e t o o l e d .  

The  p r o g r a m  of r e v i e w i n g  i n a c t i v e  s t o c k s  was  f o r m a l i z e d  in e a r l y  
1953 and  ha s  p r o c e e d e d  to a po in t  w h e r e  we can  s e e  c o m p l e t i o n  of the  
p r o g r a m  at  t he  end  of th i s  c a l e n d a r  y e a r .  R e p o r t s  r e c e i v e d  in  m y  
o f f i ce  i n d i c a t e  t h a t  of the  18 m a n a g e r s  o r i g i n a l l y  c o n c e r n e d ,  n i n e  
h a v e  c o m p l e t e d  t h e i r  r e v i e w s .  T h e  t o t a l  d o l l a r  v a l u e  of m a t e r i e l  
e a r m a r k e d  fo r  e l i m i n a t i o n  f r o m  the  s u p p l y  s y s t e m  h a s  e x c e e d e d  a 
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b i l l i o n  d o l l a r s .  D i s p o s i t i o n  of e x c e s s  and  s u r p l u s  p e r s o n a l  p r o p e r t y ,  
a t  o r i g i n a l  a c q u i s i t i o n  cos t ,  a m o u n t e d  to 635 m i l l i o n  d o l l a r s  d u r i n g  
the  f i s c a l  y e a r  1954, a s  c o m p a r e d  wi th  283 m i l l i o n  d o l l a r s  d u r i n g  the  
p r e v i o u s  y e a r .  

T h e  i m p o r t a n t  p a r t  abou t  a l l  t h i s  p r o g r a m  i s  t h a t  withot~t c e n t r a l -  
i z ed  q u a n t i t a t i v e  c o n t r o l ,  we would no t  know what  we h a v e  s y s t e m w i d e ,  
and  t h e r e f o r e  we j u s t  would not  know what  p a r t  of  our  s t o c k  i s  a c t u a l l y  
r e q u i r e d .  

One m a n a g e m e n t  p r o b l e m ,  wh ich  h a s  a s s u m e d  a p o s i t i o n  of p r i m e  
i m p o r t a n c e  to us ,  i s  the  ex ten t  to wh ich  the  c o n t r o l  of the  N a v y ' s  
i n v e n t o r y  can  be d e c e n t r a l i z e d  to the  f i e l d  l e v e l ,  o r ,  in  f ac t ,  d e c o n -  
t r o l l e d  c o m p l e t e l y .  I t  h a s  b e e n  w i d e l y  a c c e p t e d  tha t  the  N a v y ' s  m a t e -  
r i e l  h o l d i n g s  n e e d e d  to be s t r o n g l y  c o n t r o l l e d  by  a c e n t r a l  a u t h o r i t y  
wi th  a r a t h e r  e x t e n s i v e  e c h e l o n i n g  of s t o c k  t h r o u g h  ou r  d i s t r i b u t i o n  
s y s t e m .  H o w e v e r ,  t h i s  c o n c e p t  h a s  b e e n  t e m p e r e d  of l a t e  by  the  
realization t ha t  in s o m e  c a s e s  m a t e r i e l  i n v e s t m e n t  and c a r r y i n g  
c h a r g e s  w e r e  i n o r d i n a t e l y  h igh  wi thou t  i m p r o v i n g  e f f e c t i v e n e s s .  

T h e r e f o r e ,  c o n s i d e r a b l e  t hough t  h a s  b e e n  g i v e n  to d e c o n t r o l l i n g  
s t o c k s  wh ich  a r e  d e s i r a b l e  but  not  e s s e n t i a l  to the  c o n s u m e r .  Such 
m a t e r i e l  would not  be  c a r r i e d  in  s y s t e m  s t o c k s  but  would  on ly  be  
a v a i l a b l e  t h r o u g h  l o c a l  p u r c h a s e  by  the  r e q u i r i n g  un i t .  F u r t h e r ,  
c o n t r o l  of c e r t a i n  o t h e r  r e a d i l y  a v a i l a b l e  c o m m e r c i a l - t y p e  i t e m s  
p o s s i b l y  cou ld  be  d e c e n t r a l i z e d  to f i e l d - s t o c k i n g  a c t i v i t i e s .  Such 
c o n t r o l  would e n t a i l  s t o c k i n g  on a l o c a l  b a s i s  a s  n e c e s s a r y  to m e e t  
l o c a l  r e q u i r e m e n t s  and  thus  would e l i m i n a t e  m a t e r i e l  p i p e l i n e  r e q u i r e -  
m e n t s .  

The  N a v y  i s  c a r e f u l l y  c o n s i d e r i n g  the  r a m i f i c a f i o n s  of t h i s  d e c e n -  
t r a l i z a t i o n  and  d e c o n t r o l .  Any  s y s t e m  d e v i s e d  m u s t  c o n s i d e r  the  
v a l u a b l e  u s a g e  da t a  w h i c h  would be  l o s t .  M o s t  i m p o r t a n t ,  h o w e v e r ,  
l o c a l  p e a c e t i m e  s u p p l i e r s  m a y  b e c o m e  w o e f u l l y  i n a d e q u a t e  s u p p l i e r s  
in  t i m e  of w a r .  The  l o c a l  a u t o m o b i l e  d i s t r i b u t o r  c a n  p r o v i d e  m o r e  
t han  a d e q u a t e  s u p p o r t  f o r  our  p e a c e t i m e  v e h i c l e s .  I a m  not  c o n v i n c e d  
he  c o u l d  do the  s a m e  when  the  c h i p s  a r e  down.  

Now l e t  us  look  a t  the  a r e a  t ha t  we c a l l  f r a c t i o n a t i o n .  We h a v e  
found tha t ,  a t  a l l  s u p p l y - d e m a n d  c o n t r o l  po in t s ,  a r e l a t i v e l y  s m a l l  
n u m b e r  of i t e m s  a r e  c a l l e d  fo r  on a d a y - t o - d a y  b a s i s .  R o u g h l y  s p e a k -  
ing ,  10 p e r c e n t  of our  i t e m s  a c c o u n t  f o r  90 p e r c e n t  of ou r  i s s u e s .  It  
b e c o m e s  n e c e s s a r y  then  to d iv ide  ou r  s t o c k  in to  s u c h  c a t e g o r i e s  a s  
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insurance items and fast- and slow-moving items. This process we 
call fractionation. Fractionation can be used to concentrate slow- 
moving items ata few backup points, thereby freeing warehouse 
space badly needed at coastal depots and shipyards. 

S h i p b o a r d  i t e m s - - a l l o w a n c e  l i s t s - - c a n  be t r i m m e d  of m a t e r i e l  
w h i c h  ha s  not  m o v e d .  M e c h a n i c a l l y ,  f r a c t i o n a t i o n  a d d s  a n o t h e r  a l p h a -  
b e t i c a l  p r e f i x  to  t h e  c a t a l o g  n u m b e r .  As  in  s t r a t i f i c a t i o n ,  i t e m - b y -  
i t e m  a n a l y s i s  is  a b s o l u t e l y  n e c e s s a r y .  As  a r e s u l t  of s t r a t i f i c a t i o n  
a nd  f r a c t i o n a t i o n  r e v i e w s ,  m o r e  p e o p l e  know m o r e  abou t  wha t  is  in  
the  Navy  i n v e n t o r y  than  e v e r  b e f o r e .  

In d i s c u s s i n g  d i s t r i b u t i o n ,  we m u s t  g i v e  s o m e  though t  to t he  m u c h  
d i s c u s s e d  s u b j e c t  of c r o s s - s e r v i c i n g .  P e r s o n a l l y ,  I b e l i e v e  th i s  s u b -  
j e c t  ha s  r e c e i v e d  a g r e a t  d e a l  m o r e  a t t e n t i o n  than  it  w a r r a n t s .  It i s  
s h e e r  f o l l y  to  f o r c e  u n n a t u r a l  and  u n w o r k a b l e  c r o s s - s e r v i c i n g  i d e a s  
f o r  a w i d e  v a r i e t y  of m a t e r i e l .  T o  f u n c t i o n  e f f i c i e n t l y  in  w a r t i m e ,  
a l l  of ou r  S e r v i c e s  m u s t  h a v e  an e f f e c t i v e  s u p p l y  s y s t e m  of t h e i r  own. 

Why do I s ay  a s i n g l e  d i s t r i b u t i o n  s y s t e m  or  e x t e n s i v e  c r o s s -  
s e r v i c i n g  w o n ' t  w o r k ?  The  m o s t  b a s i c  r e a s o n  i s  tha t  you a r e  v i o -  
l a t i n g  a f u n d a m e n t a l  c o n c e p t  by s e p a r a t i n g  r e s p o n s i b i l i t y  and  a u t h o r -  
i ty .  A n o t h e r  v e r y  r e a l  p r o b l e m  is  how the  s u p p l y i n g  s e r v i c e  would  
d e t e r m i n e  the  r e q u i r e m e n t s  f o r  the  r e c e i v i n g  s e r v i c e ,  to s a y  n o t h i n g  
of the  p r o b l e m s  of d i s t r i b u t i o n .  

We cou ld  d i s c u s s  t h i s  p r o b l e m  a t  l eng th ,  b e c a u s e  I know a lo t  of  
you  h a v e  d i f f e r i n g  v i e w s .  I w a n t  to  l e a v e  j u s t  one  t hough t  in t h i s  a r e a .  
Don'~t l e t  us  s p e n d  a lo t  of t i m e  s e t t i n g  up p e a c e t i m e  m a s t e r p i e c e s  t ha t  
wi l I  b e c o m e  c o l o s s a l  w a r t i m e  f a i l u r e s .  

F i n a l l y ,  l e t  us  t a lk  abou t  e c o n o m y .  How do we s a v e  m o n e y  wi th -  
out  s a c r i f i c i n g  e f f i c i e n c y  and  c o m b a t  e f f e c t i v e n e s s  ? The  i n v e n t o r y -  
m a n a g e m e n t  m e t h o d s  tha t  we h a v e  b e e n  d i s c u s s i n g  th i s  m o r n i n g  a r e  
a l l  d e s i g n e d  t o  p r o d u c e  m a x i m u m  d e f e n s e  fo r  the  m i n i m u m  d o l l a r .  
H e r e  a r e  s o m e  a d d i t i o n a l  m e t h o d s  t h a t  a r e  p r o d u c i n g  v e r y  w o r t h w h i l e  
r e s u l t s :  The  f i r s t  is :  

M o b i l e  Supply  Suppor t  

The  K o r e a n  c o n f l i c t  h e l p e d  us  d e v e l o p  m o b i l e  s u p p l y  s u p p o r t .  We 
h a v e  l e a r n e d  to ge t  a l o n g  wi thou t  t he  c o s t l y ,  h e a v i l y  s t o c k e d ,  b a c k u p  
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b a s e s  we had  in  W o r l d  W a r  II. By  c a r r y i n g  c a r e f u l l y  t a i l o r e d  l o a d s ,  
the  s u p p l y  s h i p s  a r e  a b l e  to m o v e  wi th  the  f l e e t  and  p r o v i d e  m a x i m u m  
s u p p o r t  w i th  a m i n i m u m  i n v e n t o r y  i n v e s t m e n t .  When  you  c a n  o p e r a t e  
e f f e c t i v e l y  wi th  l e s s  i n v e n t o r y ,  you  a r e  r e a l l y  s a v i n g  m o n e y .  M o s t  of 
you  h a v e  m e m o r i e s  of the  v a s t  q u a n t i t i e s  of m a t e r i e l  p l a c e d  on r e m o t e  
P a c i f i c  I s l a n d  b a s e s  d u r i n g  W o r l d  w a r  II. By  the  t i m e  the  b a s e s  w e r e  
bu i l t ,  t he  w a r  had  p a s s e d  t h e m  by.  We m u s t  no t  r e p e a t  t h i s  p e r f o r m -  
a n c e .  I b e l i e v e  m o b i l e  s u p p l y  s u p p o r t  shou ld  h e l p  r e d u c e  ou r  r e q u i r e d  
b a s e s  to  a m i n i m u m .  

The next i s :  

Storage 

S t o r a g e  in the  N a v y  i s  c o m i n g  to u s e  the  t e r m  " p o p u l a r i t y "  to  
i n d i c a t e  the  t e c h n i q u e  of s t o r i n g  m a t e r i e l  by  f r e q u e n c y  of i s s u e - - b y  
i t s  f r a c t i o n .  T h i s  t e c h n i q u e  h a s  a l w a y s  b e e n  in  f o r c e ,  a l t h o u g h  not  
so  c h r i s t e n e d ,  o r  c r y s t a l l i z e d  in to  a p l a n n e d  p r o g r a m .  In s h o r t ,  t he  
s t o r a g e  m a n a g e r  i s  c o n c e r n e d  wi th  m a x i m u m  u t i l i z a t i o n  of s p a c e  wi th  
a m i n i m u m  h a n d l i n g  of m a t e r i e l .  

V e r y  i m p o r t a n t  in p r o d u c i n g  d i s t r i b u t i o n  e c o n o m i e s  is i n t e l l i g e n t  
u s e  of: 

T r a n s p o r t a t i o n  

E c o n o m i e s  in t h i s  a r e a  a r e  a c h i e v e d  by  c l o s e  s t u d i e s  of the  r e a s o n s  
f o r  p r i o r i t y  s h i p m e n t s  a s  we l l  a s  the  s e l e c t i o n  of the  b e s t  a v a i l a b l e  
m o d e s  of t r a n s p o r t a t i o n .  At  the  s a m e  t i m e ,  the  cos t  to t r a n s p o r t  and  
the  t i m e  r e q u i r e d  to t r a n s p o r t  m u s t  a l w a y s  be b o r n e  in  m i n d .  C r o s s -  
h a u l i n g ,  the  bugaboo  of c i v i l i a n  i n d u s t r y  a s  we l l  a s  the  m i l i t a r y  m u s t  
be  e l i m i n a t e d  w h e r e v e r  p o s s i b l e .  I n v e n t o r y  m a n a g e r s  can l o s e  t h e i r  
s h i r t s  on t r a n s p o r t a t i o n  b e c a u s e  of the  swi f t  c h a n g e s  o c c u r r i n g  in  
r e q u i r e m e n t s .  

We must also realize that the swiftness of transportation greatly 
reduces the necessity of stocking a duplication of parts at several 
places in the world. I am thinking particularly now of the so-called 
insurance items. Properly used, modern transportation can be one 
of our greatest tools in reducing our inventory investment. 
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A n o t h e r  a r e a  of e n o r m o u s  p o t e n t i a l  s a v i n g s  is:  

P r e s e r v a t i o n  and  P a c k a g i n g  

Our  o b j e c t i v e  h e r e  is  o p t i m u m  m i l i t a r y  p a c k a g i n g .  The  d i r e  
e x a m p l e s  of m a t e r i a l  l o s s e s  d u r i n g  W o r l d  W a r  II due  to  p o o r  p a c k i n g  
and p a c k a g i n g  p r o c e d u r e s  h a v e  b e e n  r e c i t e d  m a n y  t i m e s .  In the  p o s t -  
w a r  y e a r s  the  m i l i t a r y  p a c k a g i n g  p e n d u l u m  s h o w e d  s i g n s  of s w i n g i n g  
to the  o t h e r  e x t r e m e .  M i l i t a r y  p a c k a g i n g  c o s t s  w e r e  t r e m e n d o u s  and  
r e p r e s e n t e d  a s i z a b l e  p e r c e n t a g e  of t he  p r o c u r e m e n t  d o l l a r .  The  b a s i c  
o b j e c t i v e  of t he  Navy  t a r e - w e i g h t  and  c u b e - r e d u c t i o n  p r o g r a m  is  to 
p r o v i d e  a d e q u a t e  r a t h e r  than  m a x i m u m  p r o t e c t i o n .  T h i s  p r o g r a m  has  
b e e n  v e r y  s u c c e s s f u l  d u r i n g  the  p a s t  y e a r  and  ha s  r e s u l t e d  in s a v i n g s  
m e a s u r e d  in m i l l i o n s  of d o l l a r s .  We do not  h o w e v e r  :intend to l o s e  
s i gh t  of the  f ac t  tha t  m a t e r i e l  m u s t  r e a c h  the  o p e r a t i n g  f o r c e s  in u s a b l e  
cond i t i on .  Our  a i m  is  a d e q u a t e  p a c k i n g  but  not  o v e r p a c k i n g .  

L e t  m e  now s u m m a r i z e  wha t  we h a v e  t a l k e d  about  today .  F i r s t  
of a l l ,  good r e q u i r e m e n t s  a r e  e s s e n t i a l  to e f f i c i e n t  and  e c o n o m i c a l  
m i l i t a r y  o p e r a t i o n s .  But  good  r e q u i r e m e n t s  c a n ' t  be  p r e d i c t e d  if  we  
d o n ' t  know what  we h a v e  on hand .  When  we c o n s i d e r  the  v a l u e  of the  
Navy  i n v e n t o r y ,  w h i c h  e x c e e d s  the  a m o u n t  of t he  c u r r e n t  a p p r o p r i a -  
t ion  fo r  the  Navy,  we s e e  we a r e  t a l k i n g  about  s i g n i f i c a n t  m a t t e r s .  

The  t a l e n t  r e q u i r e d  to m a n a g e  m i l i t a r y  i n v e n t o r y  m u s t  be  the  
b e s t  a v a i l a b l e ,  f r o m  ca ' l cu la t ions  of r e p l e n i s h m e n t  and  p r o c u r e m e n t  
t h r o u g h  a l l  s t a g e s  of s t o r a g e  and  i s s u e .  Th i s  f a c t o r  is  g a i n i n g  r e c o g -  
n i t i o n  a m o n g  the  s e r v i c e s .  I n d u s t r y  has  r e c o g n i z e d  the  i m p o r t a n c e  
s i n c e  the  i n v e n t o r y  d e p r e s s i o n  f o l l o w i n g  W o r l d  W a r  I. F r o m  the  s t o c k  
p o s t e r  to a p r o f e s s i o n a l  m a n a g e m e n t  c o r p s ,  the  m i l i t a r y  n e e d s  the  
b e s t ,  on a f u l l - t i m e ,  p e r m a n e n t  b a s i s .  

M i l i t a r y  i n v e n t o r y  m a n a g e m e n t  ha s  m u c h  to l e a r n ,  and  a g r e a t  
d e a l  of it i s  f r o m  p r i v a t e  i n d u s t r y .  The  p r i v a t e  b u s i n e s s m a n  who 
d o e s n ' t  h a v e  a good k n o w l e d g e  of h i s  i n v e n t o r y  d o e s n ' t  s t a y  in b u s i n e s s  
long.  T h e  a r m e d  s e r v i c e s  h a v e  long  s u f f e r e d  b e c a u s e  of f au l ty  
i n v e n t o r y - c o n t r o l  p r a c t i c e s .  We h a v e  c o m e  a l ong  way,  but  we m u s t  
do e v e n  b e t t e r .  V i c t o r y  o r  d e f e a t  m a y  w e l l  d e p e n d  upon  the  e f f e c t i v e -  
n e s s  of t he  i n v e n t o r y  m a n a g e r ' s  w o r k .  The  t a s k  is  no t  e a s y .  The  job  
is  no t  one  fo r  a m a t e u r s  o r  p e o p l e  on a o n e - t i m e  a s s i g n m e n t .  W h a t -  
e v e r  the  r e f i n e m e n t s  to i n v e n t o r y ,  l e t  us  no t  m i s t a k e  m e r e  a c t i v i t y  
f o r  p r o g r e s s .  We s h o u l d  n e v e r  l o s e  s i gh t  of ou r  o b j e c t i v e  of s e r v i c e  
to the  o p e r a t i n g  f o r c e s  wi th  a m a x i m u m  of e c o n o m y .  
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COLONEL HOLMES: G e n t l e m e n ,  A d m i r a l  R o y a r  i s  r e a d y  for  
your  ques t i ons .  

QUESTION: I wonder  if you would exp la in  h o w  y o u r  off ice  po l i c e s  
the Navy  i n v e n t o r y  s y s t e m .  T h a t  i s  m y  i m p r e s s i o n  of what  t h e  Off ice  
of Nava l  M a t e r i a l  does .  I s t i l l  don ' t  u n d e r s t a n d  jus t  to wha t  ex ten t  it  
i s  c a r r i e d  o u t .  

ADMIRAL ROYAR: As I sa id ,  we work  d i r e c t l y  unde r  t h e  A s s i s t -  
ant  S e c r e t a r y  of the  Navy  for  M a t e r i a l .  The  i n v e n t o r i e s  t h e m s e l v e s  
a r e  worked  th rough  BUSANDA, the b u s i n e s s  b u r e a u  of the  Navy.  We 
do get a l l  t h e  i n v e n t o r y  r e p o r t s ,  We a r e  ab le  to s can  them;  we a r e  
a b l e  to ques t ion  any th ing  that  looks  out of l i n e .  We know p r e t t y  wel l  
what  the  s t a t u s  i s .  So f a r  as  po l i c ing  goes ,  we don ' t  t r y  to po l i ce  too 
much.  What  we t r y  to do is  keep  an eye  on the s i z e  of the  i n v e n t o r i e s - -  
the  m a g n i t u d e - - a n d  the g e n e r a l  t u r n o v e r ,  and ques t ion  the b u r e a u  if  
t he se  r e p o r t s  don ' t  look good. In the  c a s e  of the  t e c h n i c a l  b u r e a u s ,  
if s o m e  m a t e r i e l  s e e m  to be ge t t ing  ou~ of l ine ,  we ques t ion  t h e m .  
That  is ,  in  the  ma in ,  the  way we have  been  doing,  and we have  b e e n  
v e r y  s u c c e s s f u l .  

QUESTION: I have  t h r e e  q u e s t i o n s .  F i r s t ,  I would l ike  to a s k  
you what you m e a n t  by " i n s u r a n c e "  i t e m s .  

ADMIRAL ROYAR: I n s u r a n c e  i t e m s  a r e ,  for  example ,  the  p r o -  
p e i l e r  of a ship,  s o m e t h i n g  tha t  you have  11o r e g u l a r  t u r n o v e r  for ;  
s o m e t h i n g  that  you m a y  need  once in a g r e a t  whi le  but not  v e r y  often.  

STUDENT: I i m a g i n e  that  a n s w e r s  m y  second  ques t ion ,  which  
was going to be a ques t ion  of what  you m e a n t  by r e d u c i n g  the  s h i p ' s  
a l lowance  1is%by t r i m m i n g  i t e m s  which have  not m o v e d - - y o u  inc lude  
i n s u r a n c e  i t e m s .  

ADMIRAL ROYAR: We h a v e  found tha t  we do hav.e a lot  of th ings  
in s tock.  I th ink  you have  p r o b a b l y  h e a r d  about  t h e n u m b e r  of a n c h o r s  
we have,  fo r  one th ing.  We h a v e  c e r t a i n  i n s u r a n c e  i tems~ l ike  shipt~ ' 
p r o p e l l e r s ,  a n d t h e r e  a r e  dozens  of i t e m s  t h a t w e  at  o n e  t i m e  had 
s c a t t e r e d  p r e t t y  much  a round  t h e  coun t ry ,  to be  r e a d y  ff a sh ip  needed  
t h e m  and needed  t h e m  in a h u r r y .  T h e r e  a r e  m a n y  i t e m s  for  which  
t h e r e  is  no r e g u l a r  demand ,  but  when they  need such  an i t em,  t hey  
need  i t  badly .  We now have  a few of those  i t e m s  c o n c e n t r a t e d  in one 
or  two poin ts .  We can even f ly  t h e m  when they  a r e  needed,  i n s t e a d  
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of hav ing  the i n v e n t o r y  s c a t t e r e d  a l l  ove r  the  wor ld ,  and the a t t e n d a n t  
p r o b l e m s  of keep ing  the i n v e n t o r y  up, p r e s e r v a t i o n  of m a t e r i e l ,  and 
so on. Tha t  i s  w h e r e  good t r a n s p o r t a t i o n  c o m e s  in p r e t t y / w e l l .  

STUDENT: Tha t  l e ads  up to the  ne~t  ques t ion .  I d idn ' t  u n d e r s t a n d  
you.  You m e n t i o n e d  tha t  swif t  changes  in r e q u i r e m e n t s  can  c a u s e  
i n v e n t o r y  m a n a g e r s  to l o s e  t h e i r  s h i r t s  o n  t r a n s p o r t a t i o n .  

ADMIRAL ROYAR: T h a t ' s  r i gh t .  We have  a p r e t t y  mob i l e  f o r c e ,  
as  you know. If you bui ld  up a s t o c k  for  the s h i p ' s  b a s e  on a c e r t a i n  
po r t  and get  the  f l ee t  to move  o r  sh i f t ,  you h a v e  y o u r  requir~em en t s  
p r e t t y  wel l  g u m m e d  up. You have  to watch  tha t  p r e t t y  c a r e f u l l y .  
The ind iv idua l  m a n a g e r  has  to watch  So tha t  he d o e s n ' t  get  caught  be ing  
o v e r l o a d e d  in c e r t a i n  p l a c e s  and s h o r t  in o the r  p l a c e s .  He m a y  be 
o v e r l o a d e d  on the  wes t  coas t ,  we wi l l  s ay ,  and s h o r t  on the  e a s t  coas t .  
He has  to keep  p r e t t y  m u c h  in c l o s e  touch  with each  of the  m i l i t a r y  
o p e r a t i o n s  so as  to know what  the  p r o b l e m s  a r e ;  to s e e  tha t  the  F l e e t  
i s  w h e r e  t h e  a c t i v i t y  i s  going to be.  T h a t ' s  a p r e t t y  i m u o r t a n t  i t e m .  

QUESTION: A d m i r a l ,  you m e n t i o n e d  tha t  you have  both  i t e m  
con t ro l  and f i n a n c i a l  con t ro l .  How f a r  down does  you r  c e n t r a l  r e p o r t -  
ing  s y s t e m  go? Is the c e n t r a l  r e p o r t i n g  s y s t e m  s y n o n y m o u s  with  the  
f i n a n c i a l  or  s tock  fund s y s t e m ?  I n  o the r  w o r d s  does  y o u r  s tock  fund 
go down, inc lud ing  a l l  i t e m s  to a l l  y o u r  depots~ inc lud ing  the  s e c o n d a r y  

p o r t s - - o r  does  i t  go to only  the p r i m a r y  p o i n t s ?  

ADMIRAL ROYAR: No, it  goes  r i g h t  down th rough  the s e c o n d a r i e s ,  
a l l  t h rough  the depo ts .  The  only  c a s e  w h e r e  you m i g h t  not  .have i t  i s  a 
por t  w h e r e  m a t e r i e l  i s  c h a r g e d  out when  i t  goes  a b o a r d  sh ip .  But  the  
f i nanc i a l  con t ro l  and the i t e m  con t ro l  go r i g h t  s t r a i g h t  down th rough  
un t i l  the i t e m  is  c h a r g e d  out to the f ina l  u s i n g  a c t i v i t y .  

QUESTION: A d m i r a l ,  would you  give  us  y o u r  v i ew on the  advan-  
t a g e s  or  d i s a d v a n t a g e s  of, l e t  us s a y ,  c r o s s  s e r v i c e  or  jo in t  s e r v i c e  

or  c o m m o n  s e r v i c e  in a uni f ied  o v e r s e a s  c o m m a n d ?  

ADMIRAL ROYAR: You a r e  ge t t ing  me  out on a l i m b  on tha t  one. 
Wel l ,  I t h i n k  o v e r s e a s ,  in a uni f ied  c o m m a n d ,  ~ e r e  a r e  c e r t a i n  c a s e s  
w h e r e  you a r e  going to have  to have  c r o s s  s e r v i c e .  But what  I a m  
th ink ing  about  p a r t i c u l a r l y  i s t h e  beg inn ing  of t h e  whole th ing .  F o r  
i n s t a n c e ,  if  y o u  a r e  going to c r o s s  s e r v i c e ,  to s t a r t  with,  in o r d e r  to 
c r o s s  s e r v i c e  exac t ly ,  you have  to know the o the r  m a n ' s  d e m a n d s .  
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If I we re  going to f u r n i s h  you with a l l  your  b r o o m s  and mops ,  I would 
have  to know exac t ly  how much  you were  going to use.  You migh t  t e l l  
me,  but I would have no m e a n s  of check ing  up. Come  the end of the 
y e a r ,  you m a y  end up with a big e x c e s s  or  with a s h o r t a g e .  

In our  own s y s t e m - - a n d  I a m  s u r e  A r m y  and A i r  F o r c e  do the 
s a m e  t h i n g - - w e  don ' t  a lways  p r e s e n t  o u r  own r e q u i r e m e n t s  without  
hav ing  a m e a n s  of looking  at  t hem to see  if  they  get  out of l ine .  We 
check  t hem thorough ly .  We don ' t  a lways  be l i eve  what people  t e l l  us.  
In o r d e r  to s u c c e s s f u l l y  c r o s s  s e r v i c e ,  you a r e  going to have  to do the  
s a m e ,  in any  s e r v i c e .  You m u s t  know what the r e q u i r e m e n t s  a r e  going 
to be, and have  s o m e  m e a n s  of  d e t e r m i n i n g  them.  

That  I th ink is one of the  b igges t  o b s t a c l e s  to c r o s s  s e r v i c e .  I 
th ink  s o m e t i m e s  our  own Navy, A r m y ,  and A i r  F o r c e  a r e  p r e t t y  big 
fo r  c e n t r a l  s e r v i c e - - I  m e a n  to f u r n i s h  t h e m s e l v e s .  I a m  s u r e  i f  you 
look at  G e n e r a l  Moto r s  or  Ford~ or  any  of those  people  who h a v e  big 
c o m p a n i e s ,  you wil l  s e e  that  t h e r e  is v e r y  l i t t l e ,  if any~ c r o s s - s e r v i c i n g  
among  those  c o m p a n i e s .  They. a r e  a l l  se t  up with t h e i r  own supply  
angle .  You can get th ings  so big  s o m e t i m e s  that  they  jus t  w i l l  topple  
ove r  f r o m  the v e r y  b ignes s .  T h a t ' s  the th ing  I am c o n c e r n e d  with.  
I t h ink  that  We have  to d e c e n t r a l i z e  as  much  as we can On that ,  and 
keep  it in workab le  p l a c e s  where  i t  does not get t ied up. Also ,  in tha t  
c a se ,  the c o m m a n d i n g  o f f i ce r  has  to h a v e  con t ro l  of h is  own supp l i e s .  
T h e r e  is  no q u e s t i o n  a b o u t  t h a t .  

QUESTION: A d m i r a l ,  you spoke  of the fact  that  the Navy ' s  l ine  
i t e m s  had i n c r e a s e d  f r o m  250, 000 to 1 .4  m i l l i o n  in the~past i0  y e a r s .  
I p r e s u m e  the o the r  s e r v i c e s  have  e x p e r i e n c e d  s o m e t h i n g  s i m i l a r .  
Wil l  you c o m m e n t  on ~where th is  migh t  be leading,  f r o m  the  supply  
p r o b l e m  s tandpoin t ,  and whe the r  i t  is  eve r  p o s s i b l e  that  the t a i l  wags 
the dog out of f r i gh t  ? 

ADMIRAL ROYAR: I th ink  y o u  have  s o m e t h i n g  t h e r e .  It is  ge t t ing  
to be a big p r o b l e m .  I th ink  the th ing  we have  to do m o r e  t h a n  any-  
th ing  e l se  is to r e s e a r c h  these  i t e m s  to f ind out whe the r  they  a r e  dupl i -  
ca t ing  any th ing  we have  in the s y s t e m .  T h a t ' s  the f i r s t  thing.  The  
second  th ing  is ,  we have  to be cold blooded and cut out the th ings  we 
don ' t  need.  F o r  example ,  t h e r e  a r e  s u b m i t t e d  to  us s o m e t h i n g  l ike  
230, 000 or  240, 000 i t ems  a y e a r  which a r e  supposed  to go in to  the 
s y s t e m ,  and we a r e  d ropp ing  now a round  90, 000 to 100, 000 which a r e  
i t e m s  tha t  a r e  obso le t e  and no longe r  needed ,  o r  p e r h a p s  a r e  dup l i ca t e s  
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of i t e m s  a l r e a d y  in t he  s y s t e m .  I t h ink  we a r e  go ing  to t a k e  a p r e t t y  
c o l d : b l o o d e d  v i e w  on a d d i n g  t h i n g s  to the  s u p p l y  s y s t e m .  

As  to  g e t t i n g  big ,  I d o n ' t  k n o w  w h e r e  we a r e  go ing  to  s top .  The  
m o r e  we a r e  m e c h a n i z e d ,  and  the  m o r e  n e w  w e a p o n s  tha t  c o m e  in to  
the  a r m e d  s e r v i c e s ,  the  m o r e  s p a r e  p a r t s  and  d i f f e r e n t  k i n d s  of s p a r e  
p a r t s  you  h a v e .  It i s  p r e t t y  h a r d  to s a y  w h e r e  you a r e  go ing  to s top .  
T h e  on ly  way we can  ho ld  it  down is  to  ge t  r i d  of t he  d e a d  wood.  I 
t h ink  tha t  is  s o m e t h i n g  we a r e  t r y i n g  to  do. T h e y  a r e  a l w a y s  f i g u r i n g  
tha t  t he  old s p a r k  might ,  be  u s e d  s o m e w h e r e ,  but  i t  n e v e r  i s .  

QUESTION: T h i s  F e d e r a l  c a t a l o g  p r o g r a m  is  c a u s i n g  qu i t e  a 
c o n v e r s i o n  p r o b l e m  a m o n g  the  d e p a r t m e n t s .  I was  i n t e r e s t e d  in k n o w -  
ing  w h e t h e r  or  not  t he  Navy  i n t e n d s  to u s e  the  F e d e r a l  c a t a l o g i n g  s y s -  
t e m ,  or  w h e t h e r  i t  wi l l  c o n t i n u e  w i t h  the  Navy  c a t a l o g  s y s t e m .  

A D M I R A L  ROYAR: No, we a r e  g o i n g  r i g h t  a l o n g  wi th  it .  We 
a r e  c o n v e r t i n g  a l i t t l e  d i f f e r e n t l y  t h a n  t he  A r m y  o r  the  A i r  F o r c e  i s ,  
b e c a u s e  of t he  s u p p l y - d e m a n d  po in t s ,  you  s e e .  F o r  i n s t a n c e ,  in the  
s u p p l e m e n t a r y  s p a r e - p a r t s  c o n t r o l  c e n t e r  we  a r e  c o n v e r t i n g  by c a t e -  
g o r i e s .  In o t h e r  w o r d s  the  n e x t  one  to be  c o n v e r t e d  wi l l  be  the  G e n e r a l  
S t o r e s  Supp ly  Off ice .  Tha t  w i l l  be  c o n v e r t e d  e a r l y  n e x t  y e a r .  We 
f i g u r e  we wi l l  h a v e  a r o u n d  80 to 90 p e r c e n t  of the  i t e m s  c o n v e r t e d  to 
the  F e d e r a l  n u m b e r s ,  and  t h e n  we wi l l  c o n v e r t  e v e r y t h i n g  in  tha t  
c a t e g o r y  and  p r o c e e d  on un t i l  we ge t  t h r o u g h .  We h a v e  a s c h e d u l e .  
We a r e  s c h e d u l e d ,  the  s a m e  a s  the  A r m y  and  t he  A i r  F o r c e .  We a r e  
s c h e d u l e d  to  e n d  up at  t he  s a m e  t i m e .  It  i s  go ing  to be  a t i e  b a l l  g a m e .  

QUESTION: A d m i r a l ,  m y  q u e s t i o n  h a s  to. do wi th  the  d e t e r m i n a -  
t ion  of the  o v e r a l l  Navy  r e q u i r e m e n t s  f o r  c a r r y i n g  out  the  s t r a t e g i c  
p l a n s ,  and  s u b m i s s i o n  of t h e s e  r e q u i r e m e n t s  to the  D e p a r t m e n t  of 
D e f e n s e .  D o e s  y o u r  o f f i ce  p lay  any  p a r t  in t h i s ?  

A D M I R A L  ROYAR: No.  We a r e  the  m a t e r i e l  s i d e .  T h e  C h i e f  of 
N a v a l  O p e r a t i o n s  is  the  one  who d e t e r m i n e s  t he  s t r a t e g i c  r e q u i r e m e n t s .  
He d e t e r m i n e s  t h o s e  and  g i v e s  t h e m  to the  D e p a r t m e n t  of D e f e n s e .  He 
a l s o  t e l l s  us  what  t he  s t r a t e g i c  r e q u i r e m e n t s  a r e ,  and  it  i s  up to -us ,  
wi th  the  b u r e a u s ,  to  p r o d u c e  the  m a t e r i e l  to  c a r r y  it  out.  

QUESTION: A d m i r a l ,  you  m e n t i o n e d  the  i m p o r t a n c e  of t he  Supply 
C o r p s  of t he  Navy .  W h i c h  o f f i ce  in  t he  Navy  m a n a g e s  the  c a r e e r s  of 
the  i n d i v i d u a l s  in the  Supply C o r p s ?  Do t h o s e  p e o p l e  m a i n l y  s p e c i a l i z e  
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or  do t h e y  m o v e  f r o m  f u n c t i o n  to f u n c t i o n  in t he  o p e r a t i o n  t h r o u g h  
t h e i r  c a r e e r s  ? 

A D M I R A L  ROYAR: W e l l ,  t h e o r e t i c a l l y ,  the  B u r e a u  of P e r s o n n e l  
h a s  a l l  p e r s o n n e l i n  the  N a v y .  It  h a s  b e e n  v e r y  g e n e r o u s  wi th  BUSANDA 
and  h a s  c o o p e r a t e d  wi th  tha t  o f f i ce  to w o r k  out  c a r e e r s  fo r  the  Supply  
C o r p s  o f f i c e r s .  As you  m a y  know,  t he  Supply  C o r p s  h a s  i t s  own p r o -  
m o t i o n  s y s t e m .  It r u n s  wi th  t h e  li~ae, but  i t  is  in the  s u p p l y  b u s i n e s s  
a l l  t he  t i m e .  T h e  y o u n g  o f f i c e r  who c o m e s  in g o e s  f i r s t  to  A t h e n s ,  
G e o r g i a ,  w h e r e  t h e y  h a v e  a Supply  C o r p s  s c h o o l .  The  R e g u l a r  o f f i c e r  
o r  c a r e e r  o f f i c e r  ge t s  abou t  n i n e  m o n t h s  to  s t a r t  wi th .  F r o m  t h e r e  
he  g e n e r a l l y  g o e s  to s e a  w i th  o l d e r  s u p p l y  o f f i c e r s  a s  a n  a s s i s t a n t  on 
o n e  of the  s h i p s ,  w h e r e  h e  g e t s  b a s i c  k n o w l e d g e .  T h e n  he  g e n e r a l l y  
g o e s  to a d e s t r o y e r  o r  a s m a l l  sh ip ,  on h i s  own.  T h e n ,  a f t e r  a b o u t  
t h r e e  o r  f o u r  y e a r s ,  he  c o m e s  a s h o r e  and  g e t s  h i s  f i r s t  t a s t e  of s u p p l y  
a t  t ha t  t i m e  a s h o r e  in one  of t he  s u p p l y  a c t i v i t i e s .  T h e n  he  goes  to s e a  
a g a i n ,  s o m e t i m e s  a s  an  a s s i s t a n t  on an a i r c r a f t  c a r r i e r ,  s o m e t i m e s  
in a s m a l l e r  s h i p  a s  t he  s u p p l y  o f f i c e r .  By  the  t i m e  he  g e t s  to be  a 
l i e u t e n a n t  c o m m a n d e r  o r  a c o m m a n d e r ,  he  h a s  a p r e t t y  good  i d e a  of 
wha t  he  w a n t s  to do.  

T h e n  we t r y  to l e t  o f f i c e r s ,  a s  m u c h  as  we  can ,  f o l l o w  the  s p e -  
c i a l t y  t ha t  t h e y  l i k e .  S o m e  l i k e  t r a n s p o r t a t i o n ;  s o m e  l i ke  a c c o u n t i n g - -  
a f ew of o u r  p e o p l e  l i k e  t ha t .  But ,  a t  the  s a m e  t i m e ,  an  o f f i c e r  i s  a l s o  
r e m i n d e d  tha t  he  h a s  to b e  an  a d m i n i s t r a t i v e  o f f i c e r ;  and of c o u r s e  
s o m e  o f f i c e r s  go in to  p u r c h a s e  a l s o .  I t  i s  no t  h i d e b o u n d .  D u r i n g  th i s  
t i m e  t h e y  ge t  the  s p e c i a l t y  in the  United- S t a t e s .  T h e y  t h e n  h a v e  to go 
o v e r s e a s  f o r  a t o u r - o f  du ty  wi th  one  of t he  M A A G ' s  o r  in s o m e  f o r e i g n  
b a s e .  But  in the  b a c k g r o u n d ,  a f t e r  t h e y  ge t  to be  l i e u t e n a n t  c o m m a n d -  
e r s  o r  c o m m a n d e r s ,  we  t r y  to m o v e  t h e m  in to  j obs  a l o n g  the  s p e c i a l t y  
tha t  t h e y  l i ke .  B u t . t h e  f a c t  is~ t h e y  a r e  a l w a y s  in t he  s u p p l y  o f f i c e .  
T h e y  a r e  n e v e r  out  of i t ,  w h e r e v e r  t h e y  go. 

C O L O N E L  HOLMES:  A d m i r a l  R o y a r ,  on b e h a l f  of t h e  C o m m a n -  
dan t ,  the  f a c u l t y ,  and  the  s t u d e n t  body ,  t h a n k  you  v e r y  m u c h  f o r  a v e r y  
i n t e r e s t i n g  and  e x c e l l e n t  c o v e r a g e  of t h e  s u b j e c t .  

A D M I R A L  ROYAR: T h a n k  you  v e r y  m u c h .  

(2 F e b  1 9 5 5 - - 3 5 0 ) S / ~ k h  
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