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H o n o r a b l e  T h o m a s  P.  P ike ,  A s s i s t a n t  S e c r e t a r y  of D e f e n s e  (Sup- 
ply  and L o g i s t i c s ) ,  was b o r n  in Los  A n g e l e s ,  Ca l i fo rn i a ,  12 Augus t  
1909 and a t t e n d e d  H a r v a r d  School  in that  c i ty .  He was g r a d u a t e d  f r o m  
S tan fo rd  U n i v e r s i t y  in 1931 with an A . B .  d e g r e e  in E c o n o m i c s .  F o l -  
l owing  g radua t ion ,  he b e c a m e  a s s o c i a t e d  with the Repub l i c  Supply 
C o m p a n y  of Ca l i fo rn i a ,  oi l  wel l  and i n d u s t r i a l  supply  j o b b e r s .  In 
Apr i l ,  1938, he lef t  that  o r g a n i z a t i o n  to f o r m  the  T. P.  P i k e  D r i l l i n g  
C o m p a n y  which he has  h e a d e d  s i n c e  that  t i m e .  The  Company ,  a p r o f i t -  
s h a r i n g  o r g a n i z a t i o n  which is  engaged  in oi l  we l l  d r i l l i n g  c o n t r a c t i n g ,  
owns and o p e r a t e s  a n u m b e r  of d r i l l i n g  r i g s  and has  o p e r a t e d  in 
Ca l i fo rn i a ,  Wyoming ,  Texas ,  and Mexico .  He a l so  is W e s t e r n  T r u s t e e  
of the Counc i l  of P r o f i t  Sha r ing  I n d u s t r i e s ,  V ice  P r e s i d e n t  of the  C a s -  
ual ty  I n s u r a n c e  C o m p a n y  of Ca l i fo rn ia ,  and a f o r m e r  d i r e c t o r  of both  
the  L o s  A n g e l e s  C h a m b e r  of C o m m e r c e  and the  M e r c h a n t s  and Man-  
u f a c t u r e r ' s  A s s o c i a t i o n .  He is a p r o m i n e n t  Ca tho l i c  l a y m a n  and has  
l e c t u r e d  on l abo r  r e l a t i o n s  at L o y o l a  U n i v e r s i t y ,  a Ca tho l i c  i n s t i t u -  
t ion.  On 29 S e p t e m b e r  1953 he was appo in t ed  Deputy  A s s i s t a n t  Sec -  
r e t a r y  of D e f e n s e  (Supply and L o g i s t i c s ) ,  and on 6 A p r i l  1954 he was 
appo in t ed  to h is  p r e s e n t  pos i t i on  by P r e s i d e n t  E i s e n h o w e r .  

Mr ,  V incen t  F. Caput_o, Staff D i r e c t o r ,  S to r age  and D i s t r i b u t i o n  
Div i s ion ,  Off ice  of the A s s i s t a n t  S e c r e t a r y  of D e f e n s e  (Supply and 
L o g i s t i c s ) ,  was b o r n  in Brook lyn ,  New Y o r k  in 1904. He was edu-  
ca t ed  in New Y o r k  publ ic  s c h o o l s  and a t t e n d e d  City Co l l ege  of New 
Y o r k  and New Y o r k  U n i v e r s i t y .  Mr .  Caputo began  h is  G o v e r n m e n t  
c a r e e r  in 1929 at the Navy Supply Depot  in B r o o k l y n .  F r o m  S e p t e m b e r  
1941 unti l  S e p t e m b e r  1944 he was f i r s t  A s s i s t a n t  P r o p e r t y  and Supply 
Of f i ce r ,  t hen  Sen io r  S t o r e s  Of f i ce r ,  at the  U. S. Navy Supply Depot ,  
Bayonne ,  New J e r s e y .  In S e p t e m b e r  1944 he b e c a m e  the  A d m i n i s t r a -  
t i ve  and P e r s o n n e l  O f f i c e r  and s e r v e d  in that  c a p a c i t y  unt i l  Ju ly  1949 
when he e n t e r e d  on duty with the  Muni t ions  B o a r d  in Wash ing ton ,  D. C . ,  
as a S t o r a g e  Of f i ce r ,  in the  Off ice  of D i s t r i b u t i o n  M e t h o d s .  He b e -  
c a m e  Chie f  of the S t o r a g e  Div i s ion ,  Off ice  of Supply, in J u l y  1952; 
Staff D i r e c t o r  of the S to r age  D i v i s i o n  in A p r i l  1954, and c u r r e n t l y  
s e r v e s  as the  Staff D i r e c t o r  of the  S to r age  and D i s t r i b u t i o n  Div i s ion ,  
u n d e r  the A s s i s t a n t  S e c r e t a r y  of D e f e n s e  (Supply and L o g i s t i c s ) .  In 
1947, Mr .  Caputo r e c e i v e d  the D i s t i n g u i s h e d  C iv i l i an  S e r v i c e  A w a r d  
f r o m  the  Navy for  e x c e p t i o n a l l y  m e r i t o r i o u s  p e r f o r m a n c e  of duty.  
In 1952, he r e c e i v e d  the  f i r s t  OSD Ti t l e  X A w a r d  e v e r  p r e s e n t e d  by 
the  S e c r e t a r y  of D e f e n s e  for  d e v e l o p i n g  a s t a n d a r d  s t e v e d o r i n g  c o n t r a c t  
for  use  by the D e p a r t m e n t  of D e f e n s e  wh ich  has  r e s u l t e d  in  a s a v i n g s  
of t h o u s a n d s  of d o l l a r s  annua l ly  to the D e p a r t m e n t .  Th is  is  h is  f i r s t  
l e c t u r e  at the  I n d u s t r i a l  C o l l e g e .  
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G E N E R A L  HOLLIS:  G e n t l e m e n :  Up to th i s  point  in th i s  uni t  of 
the  c o u r s e ,  we have  b e e n  d i s c u s s i n g  r e q u i r e m e n t s ;  t h e i r  o r i g i n ,  t h e i r  
evo lu t ion ,  t h e i r  f o r m u l a t i o n .  

Th i s  m o r n i n g  we wi l l  beg in  on a n e w  p h a s e  of our  d i s c u s s i o n s  on 
the  s u b j e c t  of o r g a n i z a t i o n a l  and o p e r a t i o n a l  p r o b l e m s  in l o g i s t i c s .  

We cou ld  not have  a b e t t e r  q u a l i f i e d  i nd iv idua l  t han  the  A s s i s t a n t  
S e c r e t a r y  of D e f e n s e  fo r  Supply  and L o g i s t i c s ,  Mr .  T h o m a s  P .  P i k e ,  
who is  c h a r g e d  wi th  t h e s e  v e r y  we igh ty  and e x t r e m e l y  l i v e l y  r e s p o n -  
s i b i l i t i e s  wh ich  c h a n g e  f r o m  day  to day  u n d e r  the d u r e s s  and p r e s s u r e  
of  v a r i o u s  g o v e r n m e n t  a g e n c i e s  and f r o m  e x t e r n a l  p r e s s u r e  g r o u p s .  

F o l l o w i n g  his  t a l k  h i s  a s s i s t a n t ,  the  Staff  D i r e c t o r  for  M a t e r i a l  
M a n a g e m e n t ,  M r .  V i n c e n t  F .  Caputo ,  wi l l  d i s c u s s  the  o p e r a t i o n a l  
p r o b l e m s  of l o g i s t i c s .  

It i s  a g r e a t  honor ,  M r .  S e c r e t a r y ,  t~ i n t r o d u c e  you to the C l a s s  
of 1956. 

S E C R E T A R Y  P I K E :  G e n e r a l  Hol l i s ,  M e m b e r s  of the  Staff  and 
F a c u l t y ,  G u e s t s ,  and S tuden t s  of the  I n d u s t r i a l  C o l l e g e  of the  A r m e d  
F o r c e s :  B e l i e v e  m e ,  I a m  s i n c e r e  when I s a y  tha t  it is  a r e a l  p l e a s -  
u r e  fo r  m e  to be  b a c k  h e r e  once  aga in .  I m u s t  a d m i t  I f e e l  a bi t  m o r e  
c o m f o r t a b l e  on th i s  o c c a s i o n  than  I did on the  l a s t  one,  when,  with but 
one  y e a r ' s  e x p e r i e n c e ,  I was  g iven  a r a t h e r  c o m p l i c a t e d  and d i f f i cu l t  
s u b j e c t  to d i s c u s s .  As I r e c a l l ,  I c o v e r e d  the  s u b j e c t  in f a i r l y  g e n e r a l  
t e r m s ,  and had  to b r i n g  a l o n g  a s m a l l  a r m y  to a n s w e r  a l l  the  q u e s t i o n s  
tha t  w e r e  a s k e d .  

I u n d e r s t a n d  f r o m  what  G e n e r a l  Ho l l i s  j u s t  s a i d  that  the s u b j e c t  
of r e q u i r e m e n t s  c o m p u t a t i o n ,  r e v i e w ,  and a n a l y s i s  has  a l r e a d y  b e e n  
t r e a t e d .  If one  c a n  s i n g l e  out  a m o s t  i m p o r t a n t  a r e a  in the  whole  c h a i n  
of l i nks  tha t  c o m p r i s e  the  l o g i s t i c s  c y c l e ,  th i s  a r e a  is p r o b a b l y  the  
m o s t  i m p o r t a n t ,  bo th  in m y  op in ion  and in tha t  of the S e c r e t a r y  of De -  
f e n s e .  
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It  a l m o s t  g o e s  w i t h o u t  s a y i n g  t h a t ,  i n  v i e w  o f  b u d g e t  p r e s s u r e s ,  
u n l e s s  y o u  e s t a b l i s h  a v a l i d  r e q u i r e m e n t  t h a t  i s  n e i t h e r  t o o  m u c h  n o r  
t oo  l i t t l e  a n d  w h i c h  r e p r e s e n t s  t h e  c o r r e c t  p u r c h a s e ,  no  m a t t e r  h o w  
g o o d  t h e  p r o c u r e m e n t  a n d  d i s t r i b u t i o n  p r o c e s s e s  a r e ,  an  e f f e c t i v e  s u p -  
p l y  a n d  l o g i s t i c s  m a n a g e m e n t  job  c a n n o t  be  a c c o m p l i s h e d .  

I a m  p a r t i c u l a r l y  h o n o r e d  to b e  h e r e  t o d a y  b e c a u s e  I h a v e  d e v e l o p e d  
a s t r o n g  s e n s e  of  a d m i r a t i o n  f o r  t h i s  C o l l e g e ,  i t s  f a c u l t y  a n d ,  m o s t  i m -  
p o r t a n t ,  f o r  y o u  s t u d e n t s  who  a t t e n d  t h e  c o u r s e s .  I h a v e  o f t e n  w i s h e d  
t h a t  I h a d  h a d  a c h a n c e  to  t a k e  t h i s  c o u r s e  b e f o r e  I c a m e  to  w o r k  h e r e .  
I a m  s u r e  I w o u l d  h a v e  b e e n  m o r e  e f f e c t i v e  s o o n e r  i f  I h a d .  

I wish to take this opportunity to compliment each and every one 

of the students here, because the mere fact of your presence today 
indicates that you are an outstanding person. I know something of the 

processes by which men are nominated for this College. I wish the 
facilities were greater; that you had more faculty members; so that we 

could increase by 50 percent, or even double, the number of people who 
can take this course. 

We k e e p  a n  i n t e r e s t e d  a n d  w a t c h f u l  e y e  on  t h i s  C o l l e g e ,  y o u r  c u r -  
r i c u l u m  a n d  y o u r  s t u d e n t s ,  b e c a u s e  o f  t h e  v e r y  c l o s e  p a r a l l e l  b e t w e e n  
w h a t  y o u  do h e r e ,  w h a t  y o u  s t u d y ,  a n d  t h e  f u n c t i o n s  o f  o u r  o f f i c e .  We 
n o t  o n l y  h a v e  s o m e  o f  y o u r  g r a d u a t e s  on  o u r  s t a f f ,  b u t  we a l s o  h a v e  o u r  
s t a f f  r e p r e s e n t e d  in y o u r  s t u d e n t  b o d y  t h i s  y e a r - - B i l l  G u i l e r ,  who  i s  
i n  o u r  O f f i c e  of  T r a n s p o r t a t i o n ,  a n d  B e r n i e  R u b e n s t e i n ,  who  i s  i n  o u r  
R e q u i r e m e n t s  R e v i e w  a n d  A n a l y s i s  O f f i c e .  I a m  d e l i g h t e d  to  s e e  t h a t  
y o u  a r e  p a r t i c i p a n t s  in  t h e  c o u r s e  t h i s  y e a r .  

I w o u l d  a l s o  l i k e  to  t a k e  t h i s  o p p o r t u n i t y  to  p a y  t r i b u t e  to  two  g r o u p s  
o f  p e o p l e ,  g e n e r a l l y .  T h e s e  l a s t  t w e n t y - s i x  m o n t h s  in  W a s h i n g t o n  h a v e  
b e e n  a n e w  e x p e r i e n c e  f o r  m e .  I h a v e  b e e n  t r e m e n d o u s l y  i m p r e s s e d  
w i t h  t h e  c a l i b e r  o f  t h e  m e n  who  c o m p r i s e  o u r  c i v i l  s e r v i c e - - t h e s e  
g o o d ,  f a i t h f u l  p e o p l e  who  do t h i s  w o r k  y e a r  i n  a n d  y e a r  o u t .  T h e y  a r e  
g o o d  A m e r i c a n s .  T h e y  a r e  p a t r i o t i c  A m e r i c a n s .  T h e y  do t h e i r  l e v e l  
b e s t  a n d  m a n y  of  t h e m ,  b e l i e v e  m e ,  a r e  b r i l l i a n t .  

I w o u l d  a l s o  l i k e  to  p a y  t r i b u t e  to  a l l  y o u  m e n  i n  u n i f o r m .  L e t  m e  
s a y  t h a t  t h i s  e x p e r i e n c e  h a s  b e e n  m y  f i r s t  e x p o s u r e  to  t h e  m i l i t a r y ,  a n d  
I h a v e  n o t  o n l y  c o m e  to k n o w  t h e  t o p  m e n  in  t h e  D e p a r t m e n t  ot  ~ D e f e n s e ,  
r a n g i n g  f r o m  A d m i r a l  R a d f o r d  a n d  h i s  g r o u p  o f  C h i e f s  o f  S t a f f ,  b u t  I 
h a v e  a l s o  h a d  t h e  p l e a s u r e  o f  g e t t i n g  to  k n o w  p e r s o n a l l y  t h e  t o p  p e o p l e  
i n  e a c h  o n e  o f  t h e  m i l i t a r y  d e p a r t m e n t s .  B e l i e v e  m e ,  to  g e t  to  k n o w  



0!0G } 

these gentlemen is to appreciate much more than any civilian ever does, 
I am afraid, how much all the American citizenry owes to thig dedicated 
hard core of professional soldiers, who have chosen to make the defense 
of their country their career.  

It is my purpose this morning to outline to you some of the respon- 
sibilities assigned to the Office of the Assistant Secretary of Defense 
for Supply and Logistics, and to make a few general comments which I 
hope will serve as a background to the remarks which will be made by 
Mr. Vince Caputo. We will be followed tomorrow by another very able 
gentleman, who is our Staff Director for Petroleum Logistics. He, in 
turn, will be followed on Wednesday by my very able Deputy, Bob 
Lanphier, who will tell you all about the Single-Manager Plan. 

The  c h a r t e r  of m y  off ice  is a r a t h e r  b road  and e n c o m p a s s i n g  one .  
Supply and L o g i s t i c s  is the  l a r g e s t  s e g m e n t  of the Off ice  of the  S e c r e -  
t a r y  of D e f e n s e ,  jus t  by n u m b e r  m e a s u r e m e n t .  We have  a p p r o x i m a t e l y  
502 p e o p l e  o n  ou r  s taff .  The  s e c o n d  l a r g e s t  group is  the  Jo in t  Ch ie f s  
of Staff, .with 400- odd peop le .  

The  c h a r t e r  of our  of f ice  a s s i g n s  us the r e s p o n s i b i l i t y  for  a d v i s i n g  
the  S e c r e t a r y  of D e f e n s e  on pol icy ,  p e r f o r m i n g  the  n e c e s s a r y  c o o r d i -  
na t ion ;  and then  a s s u r i n g  that  our  p o l i c i e s  a r e  c o m p l i e d  with.  

Our  a r e a  c o v e r z  r e q u i r e m e n t s  r e v i e w  and a n a l y s i s ;  m o b i l i z a t i o n  
p lann ing ;  p r o c u r e m e n t ,  p roduc t ion ,  and p e t r o l e u m  l o g i s t i c s ;  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 ;  a f e d e r a l  ca ta log ing ,  s t a n d a r d i z a t i o n  and 
i n s p e c t i o n  p r o g r a m  tha t  is  p r e s c r i b e d  by publ ic  law; and l a s t ,  but c e r -  
t a i n ly  not l e a s t ,  the  a r e a s  of c o m m u n i c a t i o n s  and t r a n s p o r t a t i o n .  

In addition, we are responsible for seeing to it that small business 
receives its fair share of the defense dollar, and we are charged with 
carrying out the Administration's policy of getting the Department of 
Defense out of competition with private industry. We have pushed this 
last program vigorously, and were making significant headway when 
the Congress decided to put a little road block in our way in the form 
of a Rider to the Appropriation Bill. Let me say on this point that 
there is absolutely no thought whatsoever in our office of closing any 
type of commercial or industrial activity which has an important mil- 
itary significance, either from the training of personnel standpoint or 
from the standpoint of mobilization requirements. 

3 
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I would say that the inherent difficulty in completely fulfilling this 
wide gamut of responsibilities assigned to the Office of the Assistant 
Secretary of Defense for Supply and Logistics is the gargantuan size of 
the whole military establishment. Let me give you a few numbers and 
an illustration of what I mean. 

It i s  p r o b a b l y  wel l  known to you that  the  to ta l  n u m b e r  of  i t e m s  in 
the  supp ly  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  is  in e x c e s s  of t h r e e  m i l -  
l ion .  They  w e r e  o r i g i n a l l y  e s t i m a t e d  at 3 m i l l i o n  700 t housand .  
T h r o u g h  our  c a t a l o g i n g  p r o g r a m  and p r o c e s s  of p u r i f i c a t i o n ,  e l i m -  
i n a t i n g  d u p l i c a t e  d e s c r i p t i o n s ,  we hope by S e p t e m b e r  1956 to have  tha t  
to ta l  r e d u c e d  by one m i l l i o n ,  so we wi l l  be  d e a l i n g  with only  2 m i l l i o n  
700 t h o u s a n d  i t e m s .  Th i s ,  of c o u r s e ,  wi l l  m a k e  that  b u s i n e s s  that  
m u c h  s i m p l e r .  

T h e s e  i t e m s  a r e  d i s t r i b u t e d  t h rough  250 m a j o r  w h o l e s a l e  depo t s  
l o c a t e d  a l l  o v e r  the wor ld .  T h e s e  depo t s  in t u r n  s u p p o r t  s o m e  2600 
p o s t s ,  c a m p s ,  s t a t i o n s  and b a s e s .  I would h a z a r d  an e d u c a t e d  g u e s s  
that  in the  supp ly  i n v e n t o r y  of al l  the  m i l i t a r y  d e p a r t m e n t s  t h e r e  a r e  
a p p r o x i m a t e l y  75 b i l l i on  d o l l a r s  wor th  of m a t e r i e l ,  s p a r e  p a r t s ,  e tc .  

To give you an idea of how large a figure that is, I noticed an 
item in the press the other day to the effect that inventories, insofar 
as all the manufacturing concerns in this country are concerned, were 
coming down to a pretty healthy figure, as of that particular date with- 
in the last week. The total inventories on hand of American manufac- 
turing concerns are worth about 79 billion dollars, which gives you 
some idea of the tremendous amount of materiel  we have in our stocks. 

Of course, another indication of the size of the Department of 
Defense is that, with a little less than three million people now in 
uniform, and a little over one million civilians, we have a payroll of 
four million people. This combination all adds up to a larger amount 
of people, dollars, and materiel, no matter how you want to look at it, 
than any combination of the largest corporations in this country. There- 
fore, this is a tremendous challenge to management. 

I am sure I don't have to point out to you that a major part of our 
defense budget is spent in one form or another in the field of supply 
and logistics. I am certain you are aware that in budgeting procure- 
ment items in the services, there is a tremendous amount of materiel  
involved in the personnel end of the budget, for such items as food, 
clothing, maintenance and operation. We consume, even in peacetime, 



t r e m e n d o u s  q u a n t i t i e s  of a v i a t i o n  g a s o l i n e  and je t  fue l .  I d o n ' t  have  
the  exac t  f i g u r e ,  but  a good 60 p e r c e n t  to 70 p e r c e n t ,  I wou ld  t h i n k ,  
would  be  a c o n s e r v a t i v e  e s t i m a t e  of the  to t a l  a m o u n t  of the  d e f e n s e  
budge t  tha t  goes  into supp ly  and l o g i s t i c s  type  of a c t i v i t i e s .  

Th i s  m a n a g e m e n t  p r o b l e m  is  f u r t h e r  po in t ed  up when you  c o n s i d e r  
tha t  the  H o o v e r  C o m m i s s i o n  r e c e n t l y  u n d e r t o o k  an e x a m i n a t i o n  of s e v -  
e r a l  G o v e r n m e n t  d e p a r t m e n t s ,  and in the  D e f e n s e  D e p a r t m e n t  p e r h a p s  
a good 80 p e r c e n t  of t h e i r  t a s k  f o r c e  r e p o r t s  and  r e c o m m e n d a t i o n s  c o n c e r n e d  
o u r  a r e a  of supp ly  and  l o g i s t i c s .  Hav ing  r e a d  and stud~ed t h e s e  r e p o r t s  
in qu i te  s o m e  de ta i l ,  I c an  s a y  tha t ,  in m y  h u m b l e  opin ion ,  t h e r e  is  

p l e n t y  of r o o m  fo r  i m p r o v e m e n t  a h e a d .  

I t h i n k  tha t ,  wi th  p a r d o n a b l e  p r i d e ,  we can  poin t  out to you  s o m e  
of the  v e r y  s u b s t a n t i a l  a c h i e v e m e n t s  we have  b e e n  ab le  to m a k e  to da t e ,  
but  the  job is  not  f i n i s h e d  by a long  shot .  L e t  m e  g ive  you,  at  r a n d o m ,  
s o m e  e x a m p l e s  of how, cu t t i ng  fat a d m i n i s t r a t i v e l y  and i n t r o d u c i n g  
m o r e  m o d e r n  m e t h o d s  of b u s i n e s s  m a n a g e m e n t  and b u s i n e s s  s y s t e m s  
in to  the  r u n n i n g  of th i s  g i g a n t i c  e s t a b l i s h m e n t ,  we can  t r a n s f o r m  fat  
in to  m u s c l e .  F o r  i n s t a n c e ,  in th i s  S i n g l e - M a n a g e r  p lan  fo r  s u b s i s t -  
e n c e ,  w h i c h  you  wil l  h e a r  m o r e  about  on W e d n e s d a y ,  it  is  a f ac t  tha t ,  
in  F i s c a l  Y e a r  1955, 1 b i l l i o n  100 Some odd m i l l i o n  d o l l a r s  w e r e  spen t  
f o r  food fo r  a l l  the  a r m e d  s e r v i c e s .  Tha t  does  not  i n c l u d e  any o v e r -  
h e a d  fo r  the  m a n a g e m e n t  func t ions  w h i c h  go a long  with  th is  one  c a t e -  
g o r y ,  and wh ich  I b e l i e v e  i n v o l v e s  on ly  600 s o m e  odd i t e m s .  

In th i s  i m p r o v e d  m a n a g e m e n t  a p p r o a c h ,  we can  get  ho ld  of r e -  
q u i r e m e n t s .  By  app ly ing  the  e x c e s s  s u p p l i e s  of one  s e r v i c e  to the  
p r o c u r e m e n t  n e e d s  of a n o t h e r ,  we c a n  m a k e  s u b s t a n t i a l  s a v i n g s .  T e n  
p e r c e n t  would  a m o u n t  to 100 m i l l i o n  d o l l a r s  l 

In t e r m s  of the  budge t  b a t t l e  tha t  i s  b e i n g  fought  today ,  l e t  m e  c a l l  
y o u r  a t t e n t i o n  to the  fac t  tha t  the A r m y ' s  m a j o r  p r o c u r e m e n t  and  p r o -  
d u c t i o n  b u d g e t  ha s  b e e n  cut  b a c k .  T h e y  r e c e n t l y  p l a c e d  an o r d e r  fo r  
the  M-48  t ank .  T h i s  was  73 m i l l i o n  d o l l a r s .  T h e y  r e c e n t l y  p l a c e d  an 
o r d e r  fo r  s o m e  270 of the  40 m i l l i m e t e r  twin  guns m o u n t e d  on l igh t  
t a n k  w h i c h  is  go ing  to a m o u n t  to 25 m i l l i o n  d o l l a r s .  T h e y  h a v e  a r e -  
q u i r e m e n t ,  not  y e t  a p p r o v e d ,  for  155 a m m u n i t i o n  tha t  i s  go ing  to 
a m o u n t  to about  21 m i l l i o n  d o l l a r s .  T h e s e  f i g u r e s  I j u s t  gave  you  add  
up to 119 m i l l i o n  d o l l a r s .  You s e e ,  wi th  a p o t e n t i a l  s a v i n g  j u s t  in  the  
m a n a g e m e n t  p h a s e  of the  b u s i n e s s ,  we cou ld  a l m o s t  buy  tha t  m a j o r  

h a r d w a r e .  



In the  t r a n s p o r t a t i o n  a r e a ,  we have  a t a s k  f o r c e ,  wi th  the  b l e s s i n g  
of  the  S e c r e t a r y  of D e f e n s e ,  c u r r e n t l y  w o r k i n g  out a n e w  c o n c e p t  fo r  a 
new,  s i n g l e  t r a n s p o r t a t i o n  a g e n c y  for  c o n t i n e n t a l  Un i t ed  S t a t e s ,  c o v e r -  
ing  a l l  m o d e s  of  t r a n s p o r t a t i o n .  The  c u r r e n t  p e a c e t i m e  D e p a r t m e n t  of 
D e f e n s e  b i l l  fo r  the  t r a n s p o r t a t i o n  of peop le  and th ings  a m o u n t s  to a l -  
m o s t  2 b i l l i o n  d o l l a r s  a y e a r .  T h r o u g h  th is  s o u n d e r  a p p r o a c h  to the  
m a n a g e m e n t  of th i s  b u s i n e s s ,  e m p h a s i z i n g  the  r a t e s  and cos t  p h a s e s ,  

a 10 p e r c e n t  s a v i n g  would  be  200 m i l l i o n  d o l l a r s .  

As I i n d i c a t e d  b e f o r e ,  o u r  m o s t  i m p o r t a n t  job is  to be  as  c e r t a i n  
as  p o s s i b l e  tha t  we buy the  r i g h t  t h ings .  Th i s  i s  ~n e v e n  m o r e  d i f f i -  
cu l t  t a s k  t oday  when  we a r e  p h a s i n g  out of c o n v e n t i o n a l  type  w e a p o n s  
and g e t t i n g  into p r o d u c t i o n  on s o m e  of the  n e w e r  t y p e s .  We canno t  
le t  o u r s e l v e s  get  into a p o s i t i o n  w h e r e  we would  be  u n p r e p a r e d  to han -  
d le  a b r u s h - f i r e  type  of  con f l i c t  that  m i g h t  we l l  a r i s e .  T h e r e f o r e ,  
j u d g m e n t  b e c o m e s  an e x t r e m e l y  i m p o r t a n t  f a c t o r  in th i s  whole  b u s i n e s s  
of m a k i n g  c e r t a i n  tha t  the  th ings  we s p e n d  o u r  d o l l a r s  for  a r e  the  r i g h t  
k ind  and a r e  in the  p r o p e r  q u a n t i t i e s .  

In c l o s i n g  I would  j u s t  l i ke  to m a k e  th i s  o b s e r v a t i o n  and deve lop  
it v e r y  b r i e f l y .  I t h ink  I m e n t i o n e d  th i s  to the  g r o u p  l a s t  y e a r .  I have  
long  he ld  a s t r o n g  p e r s o n a l  c o n v i c t i o n  tha t  th i s  c o u n t r y ' s  m o s t  t r e m e n -  
dous u n d e v e l o p e d  r e s o u r c e  is  h e r  p e o p l e .  I would  l ike  to s u g g e s t  tha t  
you  do e v e r y t h i n g  in y o u r  p o w e r ,  when  you  go b a c k  to y o u r  jobs ,  w h e r -  
e v e r  t hey  a r e ,  to d e v e l o p  t e c h n i q u e s ,  ways ,  and m e t h o d s  of t app ing  
the  t r e m e n d o u s  v e i n  of ab i l i ty ,  e x p e r i e n c e ,  and k n o w - h o w  tha t  i s  a l w a y s  
c o n t a i n e d  in any  g r o u p  of m e n  who w o r k  fo r  o r  u n d e r  you .  

In m y  c o m p a n y ,  f r o m  wh ich  I r e s i g n e d  as P r e s i d e n t  and D i r e c t o r ,  
we h a v e  had  an i n c e n t i v e  m a n a g e m e n t  and p r o f i t  s h a r i n g  p lan  in ex-  
i s t e n c e  for  s o m e  e igh t  y e a r s .  L e t  m e  give  you  m y  f o r m e r  c o m p a n y ' s  
m a n a g e m e n t  c r e d o  to i l l u s t r a t e  what  I have  b e e n  t a l k i n g  about .  

We s h a r e  p r o f i t s  (de fense )  b e c a u s e  t h e s e  a r e  o u r  p r i n c i p l e s :  

I. We believe in the  d ign i ty  of man and his w o r k .  C h r i s t  was  a 
c a r p e n t e r .  

2. We b e l i e v e  the  i n d i v i d u a l  e m p l o y e e  i s  the  m o s t  i m p o r t a n t  
s i n g l e  f a c t o r  in the  b u s i n e s s .  

3. We b e l i e v e  in the  l i m i t l e s s  l a t e n t  ab i l i t y  of  m a n .  He was  
c r e a t e d  in the  i m a g e  and  l i k e n e s s  of God. 
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4. A n d  m o s t  i m p o r t a n t l y ,  we b e l i e v e  t h a t  o u r  p r i m e  r e s p o n s i -  
b i l i t y  a s  m a n a g e r s  i s  to  c r e a t e  a w o r k i n g  c l i m a t e  a b o u n d i n g  in  i n c e n -  
t i v e  a n d  o p p o r t u n i t y  f o r  w o r k e r  r e c o g n i t i o n  a n d  p a r t i c i p a t i o n ,  to  t h e  
e n d  t h a t  e a c h  i n d i v i d u a l  c a n  a c h i e v e  h i s  f u l l e s t  p e r s o n a l  d e v e l o p m e n t .  

I n  t h i s  c o n n e c t i o n ,  l e t  m e  a l s o  m a k e  a c o m m e n t  t h a t  I h a v e  o b -  
s e r v e d  d u r i n g  t h e  s h o r t  t i m e  I h a v e  b e e n  d o w n  h e r e .  T h e r e  i s  a t e r -  
r i b l e ,  a l m o s t  c a n c e r o u s ,  t y p e  o f  t e n d e n c y  to  d e f e n d  t h e  s t a t u s  q u o .  
G e n t l e m e n ,  t h e r e  i s  no  s u c h  t h i n g .  Y o u  e i t h e r  m o v e  a h e a d  o r  y o u  
r e t r o g r e s s .  

I f  t h e r e  i s  o n e  t h i n g  w h i c h  I h o p e  c a n  b e  d e v e l o p e d  d u r i n g  t h e  r e -  
m a i n i n g  p a r t  o f  m y  t e n u r e  in  o f f i c e ,  i t  i s  t h a t  m y  p e o p l e  a n d  t h o s e  in  
t h e  m i l i t a r y  d e p a r t m e n t s ,  w i t h  w h o m  we  w o r k  so  c l o s e l y ,  w i l l  e a c h  
e x a m i n e  t h e m s e l v e s ,  t h e i r  s y s t e m s  a n d  m e t h o d s ,  a n d ,  w h e n  e i t h e r  
h a s  b e e n  w r o n g ,  to  a d m i t  i t  p r o m p t l y  a n d  do s o m e t h i n g  c o n s t r u c t i v e  
a b o u t  i t ;  a n d t o  w o r k  t o g e t h e r  in  a c o o p e r a t i v e  f a s h i o n .  

In  c l o s i n g  o n  t h i s  n o t e ,  I w o u l d  l i k e  to  a s k  o f  e v e r y  p e r s o n  p r e s e n t  
i n  t h i s  a u d i e n c e  t h a t  i f  a t  a n y  t i m e - - t o d a y ,  t o m o r r o w ,  o r  in  t h e  c o u r s e  
o f  a y e a r  o r  s o - - y o u  h a v e  a n y  i d e a  a s  to  h o w  we  c a n  do  o u r  j ob  in  
s u p p l y  a n d  l o g i s t i c s  b e t t e r ,  y o u  w i l l  l e t  m e  k n o w .  W r i t e  o r  c o m e  a n d  
s e e  m e .  I w i l l  b e  h a p p y  to  d i s c u s s  i t ,  a n d ,  i f  we  c a n  m a k e  u s e  o f  
y o u r  s u g g e s t i o n ,  we  w i l l  do  s o .  

F i n a l l y ,  I h a v e  h e a r d  p e o p l e  s a y  t h a t  w o r k i n g  in  W a s h i n g t o n  i s  
f r u s t r a t i n g .  I h a v e  c o m e  to  u n d e r s t a n d  a l i t t l e  b i t  a b o u t  w h a t  t h e s e  
p e o p l e  m e a n  w h e n  t h e y  s a y  t h a t .  I d e c i d e d  t h a t  i f  I w e r e  go£ng  to  g e t  
f r u s t r a t e d ,  I m i g h t  a s  w e l l  t u r n  a r o u n d  a n d  go h o m e .  I d i d  n o t  w a n t  
to  do  t h a t .  I t  w a s  a n d  i s  a t r e m e n d o u s  c h a l l e n g e  to  b e  h e r e .  

L e t  m e  c l o s e  b y  g i v i n g  a p r a y e r  t h a t  h a s  b e e n  h e l p f u l  to  m e .  I t  
i s  n o t  o r i g i n a l .  M a n y  o f  y o u  h a v e  h e a r d  i t  b e f o r e .  I t h i n k  i t  i s  a p p l i -  
c a b l e  to  t h e  k i n d  o f  w o r k  t h o s e  o f  u s  i n  t h e  P e n t a g o n  a n d  y o u ,  h e r e ,  
c o m e  in  c o n t a c t  w i t h .  T h e  p r a y e r  i s  s i m p l y  t h i s :  

" A l m i g h t y  God ,  g i v e  m e  t h e  s e r e n i t y  to  a c c e p t  t h e  t h i n g s  I c a n -  
n o t  c h a n g e ,  t h e  c o u r a g e  to  c h a n g e  t h e  t h i n g s  I c a n  c h a n g e ,  a n d  t h e  
w i s d o m  to  k n o w  t h e  d i f f e r e n c e .  " 

T h a n k  y o u ,  g e n t l e m e n .  
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G e n t l e m e n ,  I n e g l e c t e d  to i n t r o d u c e  the  next  s p e a k e r ,  who i s  M r .  
V i n c e  Caputo ,  o u r  Staff  D i r e c t o r  fo r  S t o r a g e  & D i s t r i b u t i o n .  V ince ,  I 
want  to t e l l  you,  is  one  of the  b e s t  of a l l  the  hard-work i4~g  peop l e  I 
found h e r e .  M r .  Caputo .  

MR. CAPUTO:  M r .  S e c r e t a r y ,  G e n e r a l  Ho l l i s ,  Gues t s ,  and 
G e n t l e m e n :  I w e l c o m e  th i s  o p p o r t u n i t y  th i s  m o r n i n g  to t a l k  to you  
about  o u r  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 .  The  v e r y  fac t  
tha t  y o u r  s t a f f  has  s c h e d u l e d  th i s  s u b j e c t  fo r  d i s c u s s i o n  d u r i n g  the  
p r e v i o u s  two a c a d e m i c  y e a r s  is  t e s t i m o n y  of i t s  i m p o r t a n c e  and dy-  
n a m i c  i n f l u e n c e  on the o v e r a l l  l o g i s t i c s  f i e ld  of p l ann ing .  In fac t ,  
any  doubt  as  to i t s  i m p o r t a n c e ,  o r  at l e a s t  to i t s  pub l ic  appea l ,  m u s t  
c e r t a i n l y  have  b e e n  d i s p e l l e d  by the  r e c e n t l y  i s s u e d  H o o v e r  C o m m i s -  
s i o n  R e p o r t s  and  the  c o n g r e s s i o n a l  h e a r i n g s  of the  l a s t  s e s s i o n .  To 
be  qu i t e  f r a n k  about  it ,  we a r e  a n t i c i p a t i n g  e v e n  g r e a t e r  i n t e r e s t  when  
C o n g r e s s  r e c o n v e n e s  in J a n u a r y .  

It i s  m y  in t en t  t oday  to exp la in  to you  why th i s  s u b j e c t  i s  so i m -  
p o r t a n t ,  what  we a r e  a t t e m p t i n g  to a c c o m p l i s h ,  and  w h e r e  o u r  p r o -  
g r a m s  and p o l i c i e s  wi l l  l e a d  us .  

Now, b e f o r e  I ge t  in to  the  " w h y "  I do want  to s a y  tha t  Mr .  S e c r e -  
t a r y  has  not  f o l l o w e d  the  s c r i p t  and I m a y  r e p e a t  s o m e  of the  th ings  
he  has  s a i d  in h is  t a lk .  But it  is  an  i n d i c a t i o n  that  we a r e  a l l  t h i n k i n g  
a l o n g  the s a m e  l i n e .  

As to the  f i r s t  p a r t ,  the  why: Any one  of o u r  m i l i t a r y  s e r v i c e s  is  
l a r g e r  in  m a n p o w e r ,  m o n e y ,  and i n v e n t o r y ,  than  any c o m b i n a t i o n  of 
f ive  g r e a t  U n i t e d  S t a t e s  c o r p o r a t i o n s .  In s t o r a g e  and d i s t r i b u t i o n  a lone ,  
we have  250 m a j o r  depo t s ,  wh ich  a r e  s e r v i n g  2600 b a s e s  and s t a t i o n s ,  
w o r l d - w i d e ,  w h i c h  in t u r n  s u p p o r t  i0 ,  000 uni t s  o r  a c t i v i t i e s ;  and t h e y  
a r e  u s ing  18 b i l l i o n  d o l l a r s  w o r t h  of r e a l  p r o p e r t y  to do tha t  job.  We 
a r e  d e a l i n g  with  a p p r o x i m a t e l y  3 - 1 / 2  m i l l i o n  i t e m s ,  as the  S e c r e t a r y  
to ld  you,  i n v o l v i n g  6 b i l l i on  d o l l a r s  w o r t h  of i n d u s t r i a l  p r o d u c t i o n  
e q u i p m e n t ,  and a p p r o x i m a t e l y  i00  b i l l i o n  d o l l a r s  w o r t h  of p e r s o n a l  
p r o p e r t y .  

It i s  a c o m p l e x  and d i f f icu l t  o p e r a t i o n  to m a i n t a i n  and  m a n a g e  
t h e s e  b i l l i o n s  of d o l l a r s  of p e r s o n a l  p r o p e r t y  to i n s u r e  a p r o p e r  m a -  
t e r i e l  r e a d i n e s s .  T h e  r a n g e  of i t e m s  i n v o l v e d  is t r e m e n d o u s .  T h e  
v a r i e t y  of i n t e r e s t s  tha t  m u s t  be  s e r v e d  and r e c o g n i z e d  a r e  m a n y .  
T h e  s y s t e m s  and p r o c e d u r e s  e m p l o y e d  m u s t  be  f l e x i b l e  and r e s p o n s i v e  
to r e q u i r e d  c h a n g e s .  R e s o u r c e s  a r e  l i m i t e d  and the  u t m o s t  e c o n o m y  
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is  i m p e r a t i v e .  The  l o g i s t i c  o r g a n i z a t i o n  to cope  with t h e s e  c o n d i t i o n s  
m u s t  not on ly  be  o p e r a t i v e  but  c a p a b l e  of i m m e d i a t e  e x p a n s i o n .  The  
p o l i c i e s  d e v i s e d  m u s t  be  s u f f i c i e n t l y  f l ex ib l e  to m e e t  co ld  o r  hot w a r  
n e e d s ,  c u r r e n t  o r  l o n g - r a n g e  a c t i o n s ,  and p e a c e  o r  m o b i l i z a t i o n  p l a n s .  

At th i s  point  you  m i g h t  i n j e c t  a " w h y "  of y o u r  own; n a m e l y ,  "Why 
s h o u l d  we do a n y t h i n g  about  the supp ly  s y s t e m s  when  a c t u a l l y  we g a i n e d  
an o u t s t a n d i n g  v i c t o r y  in W o r l d  W a r  II u s ing  the  supp ly  s y s t e m s  we h a d ? "  
T h e  a n s w e r  is  r a t h e r  s i m p l e .  F i r s t ,  it is  an a c c e p t e d  p r i n c i p l e  tha t  
the  nex t  w a r  canno t  be  a w a r  of p len ty ,  as  was  the c a s e  in W o r l d  W a r  II .  
Second ,  the way  to m a k e  p r o g r e s s  is to s t u d y  both o u r  s u c c e s s e s  and 
o u r  f a i l u r e s  and  then  to t ake  ac t i on  to i m p r o v e  the f o r m e r  as  w e l l  as  
to e l i m i n a t e  the  l a t t e r .  And t h i r d ,  we m u s t  a n t i c i p a t e  tha t  the next  w a r  
wi l l  be  d i f f e r e n t  in c h a r a c t e r  f r o m  e i t h e r  Wor ld  W a r  I o r  II. 

P e r h a p s  the  m o s t  s i g n i f i c a n t  l e s s o n  to be  l e a r n e d  f r o m  W o r l d  W a r  
II i s  the  m i l i t a r y  p o t e n t i a l  of a na t i on  is  in d i r e c t  p r o p o r t i o n  to the  
n a t i o n ' s  l o g i s t i c  p o t e n t i a l .  Tha t  o u r  r e s o u r c e s  a r e  not  u n l i m i t e d  is  
the  f i r s t  h a r d  fac t  f a c e d  in  a p p l y i n g  tha t  l e s s o n .  Next  i s  t ha t  d e l a y  o r  
i n e f f i c i e n c y  in h a r n e s s i n g  o u r  l o g i s t i c  r e s o u r c e s  cou ld  cos t  us v i c t o r y  
in a f u t u r e  c o n f l i c t .  M o d e r n  m a n a g e r i a l  i m p r o v e m e n t s  m u s t  be  c o n -  
t i n u o u s l y  and v i g o r o u s l y  sough t  and  app l i ed .  In o t h e r  w o r d s ,  we have  
to have  b a l a n c e  and r e a l i s m  in a p r o g r a m  that  i n v o l v e s  m i l l i o n s  of 
i t e m s ,  v a r y i n g  d e g r e e s  of d e t e r i o r a t i o n ,  and c o n s u m p t i o n  r a t e s  that  
c a n  v a r y  f r o m  day  to day  d e p e n d i n g  upon c o n d i t i o n s  tha t  c a n n o t  a l w a y s  
be  a n t i c i p a t e d .  

Supply  e f f o r t s  to s u p p o r t  c o m b a t  f o r c e s  can  m e a n  a n u m b e r  of 
t h ings .  In the days  of the  c a v a l r y ,  it  m e a n t  p r o v i d i n g  f o r a g e  at  the  end  
of the  d a y ' s  m a r c h .  In 1942, it m e a n t  a m a s s i n g  the  m e n  and  m a t e r i a l s  
wi th  wh ich  to a s s a u l t  E u r o p e .  In the  co ld  w a r  s i t ua t i on ,  w h i c h  c h a r a c -  
t e r i z e s  the  p r e s e n t  day,  supp ly  m e a n s  s o m e t h i n g  e l s e  aga in .  

T h r e e  m a j o r  f a c t o r s  g o v e r n  the  conduc t  of m i l i t a r y  supp ly  in t o -  
d a y ' s  e x i s t i n g  c l i m a t e  of p o l i t i c a l  and m i l i t a r y  a f f a i r s .  T h e y  a r e :  
(1) the  c o n t i n u i n g  t h r e a t  of  an e n e m y  a t t a c k  and  the  p o s s i b i l i t y  tha t  the  
a t t a c k ,  fo r  w h i c h  d e f e n s e s  m u s t  be c o n s t a n t l y  m a r s h a l l e d ,  m a y  n e v e r  
o c c u r ;  (2) the  c o n t i n u o u s  n e e d  fo r  the  d e v e l o p m e n t  of n e w  w e a p o n s  and 
i m p r o v e m e n t  in  the  a r t  of w a r ;  and  (3) the  l i m i t a t i o n  on the d o l l a r s  and 
the  m a t e r i e l  a v a i l a b l e  fo r  d e f e n s e .  

The  c o n t i n u o u s  t h r e a t  of an e n e m y  a t t a c k  m e a n s  tha t  the  supp ly  
s y s t e m s  m a y  be c a l l e d  upon at any  t i m e  to s u p p o r t  c o m b a t  o p e r a t i o n s .  



The  a t t a c k  m a y  i nvo lve  a m a j o r  c o n f l i c t  i n i t i a t ed ,  p e r h a p s ,  by a d e v a s -  
t a t i n g  a s s a u l t  upon the i n d u s t r i a l  p l an t s  and the  m a j o r  m i l i t a r y  b a s e s  
wi th in  the  Un i t ed  S t a t e s .  Or ,  the  a t t a c k  m a y  be  l i m i t e d  in n a t u r e ,  c o n -  
f ined  to a d i s t a n t  l o c a l i z e d  a r e a  and r e q u i r i n g  long  l i n e s  of supp ly  f r o m  
the  Un i t ed  S t a t e s .  

T h e s e  r e a l i s t i c  a l t e r n a t i v e s ,  p lus  the  e v e r  p r e s e n t  p o s s i b l e  d e -  
g r e e s  of s u c h  a l t e r n a t i v e s ,  of n e c e s s i t y  m a k e  supp ly  m a n a g e m e n t  a 
d y n a m i c  f ie ld ,  and one wh ich  is s u b j e c t  to c o n s t a n t  c h a n g e .  To put  
i t  s i m p l y ,  you  canno t  m o v e  m e n  at a h u n d r e d  m i l e s  an h o u r  and  m o v e  
s u p p l i e s  at t en  m i l e s  an h o u r .  M o r e o v e r ,  as  the  p a c e  6f c i v i l i z a t i o n  
is  s t e p p e d  up, so m u s t  be the  p a c e  of s u p p o r t i n g  a c t i v i t i e s .  

If  the  d a n g e r  of an e n e m y  a t t a c k  w e r e  the on ly  c o n s i d e r a t i o n ,  the  
n a t i o n  m i g h t  we l l  m a i n t a i n  the  m i l i t a r y  e s t a b l i s h m e n t  on a w a r  foo t ing  
at a l l  t i m e s .  T h e r e  a r e  f a c t o r s  in the  s i t ua t i on ,  h o w e v e r ,  w h i c h  p r e -  
c l u d e  ful l  m o b i l i z a t i o n .  The  s a f e t y  r e s u l t i n g  f r o m  a m i l i t a r y  e s t a b -  
l i s h m e n t  on a w a r  foo t ing  m u s t  be  w e i g h e d  a g a i n s t  i t s  a t t e n d a n t  c o s t .  
When I s a y  cos t ,  I do not  m e a n  the d o l l a r  s ign  only .  I a l s o  m e a n  
f a c i l i t i e s ,  m a n p o w e r ,  and m a t e r i e l .  Whi le  ful l  m o b i l i z a t i o n  m i g h t  
p r o d u c e  m a x i m u m  s h o r t - r a n g e  s e c u r i t y ,  in  the  long  r u n  it m i g h t  so 
w e a k e n  the n a t i o n ' s  e c o n o m i c  p o t e n t i a l  tha t  the  ab i l i t y  to r e s i s t  a g g r e s  - 
s i on  m i g h t  be  i m p a i r e d .  Thus ,  a c a r e f u l l y  c o n s i d e r e d  c o m p r o m i s e  
m u s t  be e f f e c t e d ;  and t h i s  c o m p r o m i s e  c o n s i s t s  of c o n s t a n t l y  e q u a t i n g  
the  n e e d s  of  n a t i o n a l  s a f e t y  with  the  o b j e c t i v e  of  m a i n t a i n i n g  a h e a l t h y  
e c o n o m y .  

Supply  s y s t e m s  and p r o c e d u r e s  can  no m o r e  s t a n d  s t i l l  and  be  
f ixed  than  can  the  i m p l e m e n t s  of  w a r .  Thus ,  with the  a d v a n c e m e n t s  
m a d e  in t e c h n o l o g y ,  as  we l l  as  in  the  a r t  of wag ing  w a r ,  c h a n g e s  m u s t  

a l s o  o c c u r  in the  supp ly  s y s t e m s  upon which  a s t r a t e g i c  m i s s i o n  r e s t s .  
Tha t  is  why we a r e  c o n s t a n t l y  s t u d y i n g  the  m a n a g e m e n t  of the s u p p l y  
s y s t e m s .  Tha t  i s  why n e w  and  e v e r  c h a n g i n g  p o l i c i e s  and p r o c e d u r e s  
a r e  i s s u e d  in  the  f i e l d s  of s t o r a g e  and d i s t r i b u t i o n .  And, e q u a l l y  i m -  
p o r t a n t ,  tha t  is  why at any  g iven  t i m e  i n v e s t i g a t i o n  m a y  r e v e a l  c o n f l i c t s  
o r  even  o u t m o d e d  m e t h o d s ,  j u s t  as  i n v e s t i g a t i o n  m a y  r e v e a l  the  e x i s t -  
e n c e  of o u t m o d e d  guns .  It t a k e s  ju s t  as  m u c h  t i m e  fo r  m a n a g e m e n t  
p o l i c i e s  to c a t c h  up wi th  m a n a g e m e n t  n e e d s  as  i t  d o e s  fo r  w e a p o n  
c h a n g e s  to c a t c h  up with  c o m b a t  n e e d s .  

F o r  a l l  t he  above  r e a s o n s  the  " w h a t "  p a r t  of o u r  job c a n  be  e a s i l y  
s t a t e d  but  d i f f i cu l t  to a c c o m p l i s h .  
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B e f o r e  e x p l o r i n g  th i s  s e c o n d  p h a s e  any f u r t h e r ,  I wish  to c l a r i f y  
one  poin t  that  wi l l  be  a p p l i c a b l e  t h roughou t  the  r e m a i n d e r  of m y  d i s -  
c u s s i o n .  Al l  D e p a r t m e n t  of D e f e n s e  d i r e c t i v e s  and i n s t r u c t i o n s  a r e  
d e v e l o p e d  jo in t ly  by the  m i l i t a r y  d e p a r t m e n t s  and the Off ice  of t he  
S e c r e t a r y  of  D e f e n s e .  It is  not ou r  p u r p o s e  in the Off ice  of  the  S e c -  
r e t a r y  of  D e f e n s e  to e i t h e r  p r e a c h  o r  p r a c t i c e  a "go it a l o n e "  p h i l o s -  
ophy.  No one  has  a m o n o p o l y  on i d e a s ,  i n t e l l i g e n c e ,  o r  sound  m a n -  
a g e m e n t  j u d g m e n t s .  E v e r y  po l i cy  d o c u m e n t  i s s u e d  r e p r e s e n t s  the 
r e s u l t s  of  h o u r s ,  weeks ,  and, in s o m e  i n s t a n c e s ,  m o n t h s  of  h a r d  work ;  
by t a s k  f o r c e s  o r  w o r k i n g  g roups  c o n s i s t i n g  of r e p r e s e n t a t i v e s  f r o m  
the  m i l i t a r y  d e p a r t m e n t s  and m y  of f ice .  

Th i s  p r o c e d u r e  of jo in t  e f for t  is  r e a c h e d  at the D i r e c t o r  l e v e l  in 
o u r  o r g a n i z a t i o n  with the  Supp ly  M a n a g e r s  of the  four  m i l i t a r y  s e r v i c e s ,  
and  aga in  at S e c r e t a r y  P i k e ' s  l e v e l  with the M a t e r i e l  S e c r e t a r i e s .  We 
have  long  r e c o g n i z e d  that  the  u l t i m a t e  s u c c e s s  of any d o c u m e n t  o r  
s y s t e m  d e p e n d s  upon i t s  " s a l e a b i l i t y  and u sab i l i t y "  to i t s  u l t i m a t e  c o n -  
s u m e r - - i n  th i s  c a s e  the  A r m y ;  Navy,  A i r  F o r c e ,  and  M a r i n e  C o r p s .  
Thus ,  f r o m  th i s  point  on, w h e n e v e r  I m e n t i o n  tl~'e D e p a r t m e n t  of  De-  
f e n s e  o r  the  p r o n o u n  " w e "  I m e a n  the  four  s e r v i c e s  and the  Off ice  of 
the  S e c r e t a r y  of D e f e n s e .  

P e r h a p s  I can b e s t  s u m m a r i z e  the  "wha t"  p a r t  of ou r  job by s a y i n g  
tha t  the  t a s k  of  supply  m a n a g e m e n t  is to a p p r a i s e  and c o n t r o l  the  cos t  
of supp ly  without  i m p a i r i n g  the  a b i l i t y  to supply  on t i m e  and in r e q u i r e d  
q u a n t i t i e s .  The  d e v e l o p m e n t  of s t o r a g e  and d i s t r i b u t i o n  p r o g r a m s  
wi th in  th i s  o v e r a l l  goa l  is  a f o r m i d a b l e  t a sk .  T h e y  not only  have  to be 
c o r r e c t  i t e m - w i s e  and  q u a n t i t y - w i s e ,  but they  a l so  have  to be s y n c h r o -  
n i z e d  wi th  s t r a t e g i c  and o p e r a t i o n a l  p l ans .  

Our  m a i n  p u r p o s e  in s t o r a g e  and d i s t r i b u t i o n  is  to p r o v i d e  the  
h i g h e s t  d e g r e e  of e f f e c t i v e n e s s  at the  l e a s t  p o s s i b l e  cos t .  To do th i s  
we m u s t  r e d u c e  i n v e n t o r i e s  and e l i m i n a t e  u n n e c e s s a r y  dup l i c a t i on  and  
o v e r l a p p i n g  at the  s a m e  t i m e .  In a t t e m p t i n g  to a c h i e v e  t h e s e  w o r t h -  
whi le  and o f ten  c o n f l i c t i n g  o b j e c t i v e s ,  we have  adop ted  a t w o - p r o n g e d  
c o u r s e  of ac t ion :  

F i r s t ,  r e c o g n i z i n g  and, in a s e n s e ,  exp lo i t i ng  the  c l o s e  and  i n t e r -  
r e l a t i n g  e l e m e n t s  e x i s t i n g  b e t w e e n  s t o r a g e  and d i s t r i b u t i o n ,  and,  
s e c o n d ,  a c h i e v i n g  a c o m m o n n e s s  of a c t i o n  w h e r e v e r  it has  b e e n  found 
to be  in the  b e s t  n a t i o n a l  i n t e r e s t .  

i i  



P e r h a p s  the  m o s t  i m p o r t a n t  po l i cy  d o c u m e n t s  i s s u e d  by t he  De -  
p a r t m e n t  of DEfense  in t h e s e  f i e ld s  a r e  t h o s e  p e r t a i n i n g  to c r o s s - s e r v i c -  
ing, s t o c k  l e v e l s ,  i n t e r s e r v i c e  supply  suppor t ,  and  the  p o s i t i o n i n g  of 
m a t e r i e l .  T h e s e  p o l i c i e s ,  m o r e  than any o t h e r ,  hi t  at  the  h e a r t  of  the  
m o s t  f r e q u e n t  c r i t i c i s m  of the  D e p a r t m e n t  of D e f e n s e - - y o u  g e n t l e m e n  

h a v e  h e a r d  it;  I have  h e a r d  i t - - w a s t e  in m i l i t a r y  supply .  T h e y  a r e  
eq u a l l y  i m p o r t a n t  b e c a u s e  for  the  f i r s t  t i m e  they  m a k e  p o s s i b l e  the  

f u l f i l l m e n t  of r e q u i r e m e n t s  fo r  any one  of the  m i l i t a r y  d e p a r t m e n t s  
wi thout  the  a t t endan t  i n c r e a s e  in cos t ,  w h e t h e r  the  cos t  be  m o n e y ,  
m a t e r i e l ,  f a c i l i t i e s ,  o r  any o t h e r  n a t i o n a l  r e s o u r c e .  To put it s i m p l y ,  
i n t e r s e r v i c e  s u p p o r t  and c r o s s - s e r v i c i n g  g ive  e a c h  of the  m i l i t a r y  
d e p a r t m e n t s  a c c e s s  to the  ful l  p o t e n t i a l  of the  e n t i r e  D e p a r t m e n t  of  
D e f e n s e ' s  a s s e t s .  

T h e s e  p o l i c i e s  p r o v i d e  that  each  m i l i t a r y  s e r v i c e  r e q u e s t  supp ly  
s u p p o r t  f r o m  a n o t h e r  m i l i t a r y  s e r v i c e  in e a c h  i n s t a n c e  w h e r e  s u p p o r t  
is  f e a s i b l e  and  a v a i l a b l e  fi-om "the o t h e r  m i l i t a r y  s e r v i c e .  Our  c r i t e r i a  
fo r  p o l i c i e s  of i n t e r s e r v i c e  supply  suppo r t  r e q u i r e  a p p l i c a t i o n , a t  a l l  
l e v e l s  of supp ly  m a n a g e m e n t  and c o m m a n d - - f r o m  the  Wash ing ton  l e v e l  
to the  pos t ,  c amp ,  o r  s t a t i on .  

At the  s a m e  t i m e ,  ou r  s t o r a g e  c r o s s - s e r v i c i n g  d o c u m e n t  r e q u i r e s  
the  use  of vacan t  s t o r a g e  s p a c e  of one  m i l i t a r y  s e r v i c e  i n  an a r e a  by  
a n o t h e r  s e r v i c e  b e f o r e - w e  c o n s i d e r  c o n s t r u c t i o n  of a d d i t i o n a l  s t o r a g e  
f a c i l i t i e s  in the  s a m e  a r e a .  P u b l i c a t i o n  of t h e s e  d i r e c t i v e s  c r e a t e s  a 
sound  b a s i s  fo r  n o r m a l  r o u t i n e  i n t e r d e p a r t m e n t a l  u se  of  s t o r a g e  f a c i l -  
i t i e s  D e p a r t m e n t -  of-  Defens  e -  wide .  

At th i s  point  I would  l ike  to d e v i a t e  fo r  a b r i e f  m o m e n t  to e m p h a -  
s i z e  one  a s p e c t  of th i s  s i t u a t i o n  which  i n v a r i a b l y  c a u s e s  c o n c e r n  and 
c o m m e n t ;  n a m e l y ,  the  p r o b l e m  of m a n p o w e r  c e i l i n g s  at the depot  and  
s t a t i o n  l e v e l  w h e r e  c r o s s - s e r v i c i n g  m u s t  t ake  p l ace .  On an o v e r a l l  
b a s i s ,  c r o s s - s e r v i c i n g  wi l l  u sua l ly  c o n s e r v e  m a n p o w e r .  H o w e v e r ,  
it  i s  p o s s i b l e  that  a s i t ua t i on  m a y  a r i s e  w h e r e  the  i m p l e m e n t a t i o n  of 
c r o s s - s e r v i c i n g  p o l i c i e s  would  c a u s e  a m a n p o w e r  r e q u i r e m e n t  fn ex -  
c e s s  of the  a u t h o r i z e d  c e i l i n g .  The  D e p a r t m e n t  of D e f e n s e  has  r e c -  
o g n i z e d  th is  p o s s i b i l i t y  and has  i s s u e d  a po l i cy  d o c u m e n t  which  s e t s  
f o r t h  the p r o c e d u r e s  by which  t e m p o r a r y  t r a n s f e r s  of  m a n p o w e r  m a y  
be  e f f e c t e d  to m e e t  s u c h  n e e d s .  In o t h e r  words ,  p r o v i s i o n s  have  b e e n  
m a d e  fo r  r e i m b u r s e m e n t  of c o s t s  and t r a n s f e r  of p e r s o n n e l  b e t w e e n  
and a m o n g  the  s e r v i c e s  o r  i n s t a l l a t i o n s  in o r d e r  to m a x i m i z e  the  c r o s s -  
s e r v i c i n g  po t en t i a l .  
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E a r l i e r ,  I m e n t i o n e d  a p o l i c y  d i r e c t i v e  on p o s i t i o n i n g  of m a t e r i e l ,  
wh ich  I p l a c e d  on an equa l  p l ane  in i m p o r t a n c e  wi th  c r o s s - s e r v i c i n g .  
A c t u a l l y ,  t hey  go hand  in hand;  for  one  wi thout  the o t h e r  would  y i e l d  

l i t t l e .  

Our  a i m  in p o s i t i o n i n g  m a t e r i e l  i s  to p l a c e  the  goods  w h e r e  the  
u s e r  can  get  to t h e m  wi th  the  l e a s t  e f fo r t ,  c o n s i s t e n t  wi th  e c o n o m i c  
m o v e m e n t  f r o m  p r o d u c e r  to c o n s u m e r  and m i n i m u m  s t o c k a g e s .  We 
know that  we canno t  e c o n o m i c a l l y  r e p a i r  an eng ine  in S e a t t l e  w i t h  p a r t s  
s t o r e d  in M i a m i .  T h e r e f o r e ,  we have  r e q u i r e d  tha t  supp ly  p l a c e m e n t  
be  t a i l o r e d  to m e e t  the  p a r t i c u l a r  n e e d s  of an a r e a ;  e m p h a s i z i n g  the  
i m p o r t a n t  a s p e c t  tha t  m a t e r i e l  m u s t  be  p l a c e d  w h e r e  it i s  m o s t  e c o -  
n o m i c a l l y  a v a i l a b l e  to c o m b a t  f o r c e s  when  r e q u i r e d .  In so doing,  we 
a r e  s t r e s s i n g  c a r l o a d  s h i p m e n t s  d i r e c t l y  to u s e r ,  u t i l i z i n g  t r a f f i c  
s p e c i a l i s t s  fo r  p r o p e r  r o u t i n g  and r a t e  a d v a n t a g e s .  We a r e  e n c o u r a g -  
ing  l o c a l  p u r c h a s e ,  w h e r e v e r  f e a s i b l e ,  to m e e t  l o c a l  n e e d s .  It ha s  
b e e n  e s t a b l i s h e d  tha t  we wi l l  r e l y  upon and use  the c o m m e r c i a l  d i s -  
t r i b u t i v e  s y s t e m s  of the  c i v i l i a n  i n d u s t r y  w h e r e  s u c h  use  wi l l  i m p r o v e  
the  d i s t r i b u t i o n  p a t t e r n  o r  avoid  a d d i t i o n a l  c o n s t r u c t i o n  of w a r e h o u s e s .  

While the aforementioned comprise interrelating and across-the- 
board policies in supply management, we have also devoted much time 
and energy toward achieving internal improvements within the various 
individual supply systems. In inventory management, for example, 
each military service must now operate its supply system through 
specialized organizations known as supply and inventory control points. 
These are organizations which are assigned the full responsibility for 
efficient management of different categories of materiel on a world- 
wide basis. Within a service, no item of materiel can be managed by 
more than one supply and inventory control point unless it is fully 
justified. In addition, each military service must carefully and peri- 
odically examine its need for each item of materiel stocked and all 
stock found to be beyond realistic needs, including normal requirements, 
mobilization reserve, and reasonable future needs, must quickly be 
declared excess and disposed of in order to free storage space, reduce 
storage and handling costs, and recover as much of the materiel cost 

as possible. 

We h a v e  a l s o  e s t a b l i s h e d  a c o m m o n  s e r i e s  of p r i n c i p l e s  fo r  the  
m a n a g e m e n t  of o u r  m a t e r i e l  p i p e l i n e .  T h i s  p i p e l i n e  e x t e n d s  f r o m  the  
po in t  at w h i c h  an i t e m  is  p r o d u c e d  to po in t s  t h r o u g h o u t  the  w o r l d  w h e r e  
s u p p l i e s  a r e  c o n s u m e d .  S tud ie s  of o u r  o ld  p i p e l i n e  m e t h o d s  r e v e a l e d  
a m y r i a d  of d i f f e r e n t l y  s t a t e d  l e v e l s  and  c r i t e r i a  and a h o s t  of o t h e r  
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d i f f e r e n c e s  in  t h e  v a r i o u s  s e g m e n t s  o f  t h e  l i n e .  A r e c e n t l y  p u b l i s h e d  
p o l i c y  d o c u m e n t  a p p l y i n g  to  a l l  t h e  s e r v i c e s  o u t l i n e s  t h e  c o n s i d e r a t i o n s  
t o  b e  u s e d  r e g a r d i n g  p r o c u r e m e n t  a n d  d e l i v e r y ,  t h e  s i z e  o f  s t o c k  l e v e l s  
a n d  h o w  t h e y  w i l l  be  d e v e l o p e d ,  m a n a g e m e n t  o f  i n - t r a n s i t  s t o c k s ,  a n d  
m a n a g e m e n t  o f  o p e r a t i n g  s t o c k s  a t  c e n t r a l  a n d  l o c a l  d i s t r i b u t i o n  p o i n t s .  
T h i s  p o l i c y  f u r t h e r  p r o v i d e s  a u n i f o r m  l a n g u a g e  a n d  a s i n g l e  s e t  o f  
y a r d s t i c k s  b y  w h i c h  to  m a n a g e  o u r  p i p e l i n e .  F o r  e x a m p l e ,  a l l  s e r v i c e s  
a r e  n o w  u n i f o r m l y  s t a t i n g  s t o c k  l e v e l s ;  a l l  s e r v i c e s  d e t e r m i n e  f r e q u e n c y  
o f  r e p l e n i s h m e n t  s h i p m e n t s  o n  a s i n g l e  s e t  o f  g u i d e  l i n e s ;  a l l  s e r v i c e s  
n o w  e m p l o y  a u n i f o r m  s e t  o f  e v a l u a t i o n  c r i t e r i a  o n  d e t e r m i n a t i o n  o f  
s a f e t y  l e v e l s ;  a n d ,  i n - t r a n s i t  s t o c k s ,  h e r e t o f o r e  f o r g o t t e n ,  a r e  n o w  
u n i f o r m l y  c a l c u l a t e d .  

We h a v e  a l s o ,  d u r i n g  t h e  p a s t  y e a r ,  e s t a b l i s h e d  p o l i c i e s  t o  g o v e r n  
t h o s e  a s p e c t s  o f  m o b i l i z a t i o n - r e s e r v e  s t o c k  m a n a g e m e n t  w h i c h  c a n  b e  
e f f e c t i v e l y  r e g u l a t e d .  F i r s t  r e s e r v e  s t o c k s  a r e  r e s t r i c t e d  to  t h o s e  i t e m s  
w h i c h  w i l l  b e  e s s e n t i a l  to  m o b i l i z a t i o n  m i s s i o n s .  N e x t ,  r e s e r v e  s t o c k s  
a r e  n o t  s t a t i c .  T h e y  m u s t  b e  a t t u n e d  t o  t h e  c u r r e n t  e q u i p m e n t s  a n d  
t e c h n i q u e s  w h i c h  a r e  c o n s t a n t l y  b e i n g  d e v e l o p e d .  We h a v e  p r o v i d e d  f o r  
f h e  r o t a t i o n  o f  m a t e r i e l  s o  a s  n o t  to  e n t e r  a n  e m e r g e n c y  s i t u a t i o n  w i t h  
o n l y  o l d  s t o c k s  i n  r e s e r v e .  We h a v e  p l a n n e d  f o r  t h e  l o c a t i o n  a n d  a v a i l -  
a b i l i t y  o f  t h e s e  s t o c k s  s o  t h a t  t h e  c o m b a t  t r o o p s  m a y  h a v e  r e a d y  a c c e s s  
to  t h e m .  

W i t h  t h e  c e s s a t i o n  of  h o s t i l i t i e s  in  K o r e a ,  t h e  D e p a r t m e n t  o f  D e f e n s e  
f o u n d  i t s e l f  w i t h  s t o c k s  o f  m a t e r i e l  f o r  w h i c h  t h e r e  w a s  no  i m m e d i a t e  
r e q u i r e m e n t .  S u c h  s t o c k s  a r e  t e r m e d  a s  b e i n g  in  l o n g  s u p p l y .  I n  a n  
e n d e a v o r  to  a v o i d  t h e  m i s t a k e s  f o l l o w i n g  W o r l d  W a r  II ,  w h e n  m a t e r i e l  
w a s  h u r r i e d l y  d i s p o s e d  of ,  a t  v i r t u a l l y  g i v e - a w a y  p r i c e s ,  a n d  t h e n  h a d  
to be  p r o c u r e d  a t  f u l l  p r i c e  o n l y  a s h o r t  t i m e  l a t e r ,  we  h a v e  e s t a b l i s h e d  
w h a t  i s  k n o w n  a s  an  e c o n o m i c  r e s e r v e .  U n d e r  t h i s  p o l i c y ,  m a t e r i e l  
w h i c h  w a s  o n  h a n d  a t  t h e  e n d  o f  t h e  c o n f l i c t  a n d  f o r  w h i c h  n o  i m m e d i a t e  
r e q u i r e m e n t  e x i s t s  w a s  h e l d  in  r e s e r v e  a n d  f u r t h e r  p r o c u r e m e n t  h a l t e d  
u n t i l  t h i s  r e s e r v e  i s  u s e d  up .  In  t h o s e  i n s t a n c e s ,  h o w e v e r ,  w h e r e  i t  
i s  d e t e r m i n e d  t h a t  t h e  c o s t s  o f  s t o r i n g  t h e  m a t e r i e l  u n t i l  n e e d e d  i n  t h e  
f u t u r e  a r e  s o  g r e a t  a s  t o  e q u a l ,  o r  e x c e e d ,  t h e  p r i c e  we  w o u l d  b e  f o r c e d  
to  p a y  f o r  a n e w  i t e m ,  d i s p o s a l  o f  t h e  i t e m  i s  a u t h o r i z e d .  

O u r  s t o r a g e  p r o g r a m s  h a v e  k e p t  p a c e  w i t h  t h e  p ~ o g r e s s  a c h i e v e o  
in  i n v e n t o r y  m a n a g e m e n t .  In  a d d i t i o n  to  t h e  c r o s s - s e r v i c i n g  p o l i c y  
d i s c u s s e d  e a r l i e r ,  we  n o w  h a v e  a p o l i c y  w h i c h  h e l p s  u s  t o  a s s u r e  t h a t  
t h e  m i l i t a r y  s t o r a g e  f a c i l i t i e s  a r e  b e i n g  p r o p e r l y  u t i l i z e d .  B y  m e a n s  
o f  a u n i f o r m  s y s t e m  o f  r e p o r t i n g  we  n o w  r e c e i v e  i n f o r m a t i o n  o n  t h e  u s e  
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and o c c u p a n c y  of s t o r a g e  space  t h roughou t  the  wor ld .  By r e v i e w i n g  
and a n a l y z i n g  t h e s e  r e p o r t s ,  we can d e t e r m i n e  w h e t h e r  o r  not  f a c i l i t i e s  
shou ld  be  c o n s o l i d a t e d ,  c l o s e d  down, or  expanded .  In addi t ion ,  we can  
m o r e  i n t e l l i g e n t l y  e v a l u a t e  s t o r a g e - f a c i l i t y  r e q u i r e m e n t s  of the  m i l i t a r y  
d e p a r t m e n t s .  On the  b a s i s  of such  r e v i e w s ,  in fact ,  r e c e n t l y  we w e r e  
ab le  to e f fec t  t r a n s f e r s  b e t w e e n  d e p a r t m e n t s  of s e v e n  depo t s  t o t a l l i n g  
10.8  m i l l i o n  s q u a r e  fee t  of c o v e r e d  space ;  r e d u c e  c o n s t r u c t i o n  p r o -  
g r a m s ;  and r e l e a s e  f a c i l i t i e s  ou t r igh t .  Do l l a r  s a v i n g s  r e s u l t i n g  f r o m  
t h e s e  ac t i ons  a r e  e s t i m a t e d  as a p p r o x i m a t e l y  31 m i l l i o n  d o l l a r s .  

To protect our investment both in supplies and facilities and still 
retain good utilization of space, we have set forth uniform fire-protec- 
tion standards for the storage of military supplies. The adoption of 
these standards will permit the ultimate recovery of approximately 7.5 
million square feet of net usable warehouse space which has a replace- 
ment value of approximately 75 million dollars. 

We a r e  d e v e l o p i n g  a c o m p r e h e n s i v e  joint  m a n u a l  on s t o r a g e  and 
m a t e r i a l s  hand l ing .  This  m a n u a l  p r e s c r i b e s  pol icy,  c r i t e r i a ,  o p e r -  
a t ing  p r a c t i c e s ,  and p r o c e d u r e s  to be o b s e r v e d  and u s e d  u n i f o r m l y  
by s t o r a g e  and w a r e h o u s i n g  p e r s o n n e l  t h roughou t  the  D e p a r t m e n t  of 
D e f e n s e .  It wi l l  r e p l a c e  n u m e r o u s  s e p a r a t e  m a n u a l s  now p u b l i s h e d  
by the  m i l i t a r y  d e p a r t m e n t s  and, fo r  the  f i r s t  t i m e ,  wi l l  p r o v i d e  a 
c o m m o n  l a n g u a g e  fo r  s t o r a g e  and w a r e h o u s i n g  p e r s o n n e l .  

A n o t h e r  m a j o r  s t o r a g e  p r o g r a m  wor thy  of m e n t i o n  p e r t a i n s  to 
n o n - t e m p o r a r y  s t o r a g e  of h o u s e h o l d  goods  for  m i l i t a r y  p e r s o n n e l .  
T h e  D e p a r t m e n t  of  D e f e n s e  s u p p o r t e d  l e g i s l a t i o n  wh ich  a u t h o r i z e d  such  
n o n - t e m p o r a r y  s t o r a g e ,  and th is  l e g i s l a t i o n  has  b e e n  p a s s e d  as  Pub l i c  
L a w  245 u n d e r  the  84th C o n g r e s s .  It p r o v i d e s  that  the  h o u s e h o l d  goods  
of m i l i t a r y  p e r s o n n e l  can  be p l a c e d  in c o m m e r c i a l  r a t h e r  than  in  
g o v e r n m e n t  f a c i l i t i e s w h e n  th i s  is  m o r e  e c o n o m i c a l .  

I nc iden t a l l y ,  f r o m  the  r e p o r t s  that  c o m e  in to us f r o m  the  d e p a r t -  
m e n t s  we have  e s t i m a t e d  that  we wi l l  s ave  5 m i l l i o n  d o l l a r s  a y e a r  by 
r e s o r t i n g  to the  use  of c o m m e r c i a l  s t o r a g e .  

A n o t h e r  m a j o r  p r o g r a m  which  we expec t  wil l  y i e l d  g r e a t  b e n e f i t s ,  
bo th  in d o l l a r s  and in i n c r e a s e d  e f f i c i ency ,  i n v o l v e s  c o n v e r s i o n  to and 
u t i l i z a t i o n  of f e d e r a l  ca t a log  data .  T h r o u g h  the  F e d e r a l  Ca ta log  P r o -  
g r a m ,  e a c h  g iven  i t e m  of supply  is a s s i g n e d  the  s a m e  ca t a log  n u m b e r ,  
g i v e n  the  s a m e  n a m e ,  and d e s c r i b e d  in the s a m e  m a n n e r ,  r e g a r d l e s s  
of w h e r e  it i s  to be u sed  in the  D e p a r t m e n t  of D e f e n s e .  S i m i l a r  i t e m s  
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a r e  d e s c r i b e d  in  t h e  s a m e  m a n n e r  a n d  a r e  c l a s s i f i e d  so  t h a t  t h e y  f a l l  
in  r e l a t e d  g r o u p s  a n d  c l a s s e s .  D u r i n g  t h e  c a t a l o g i n g  p r o c e s s ,  v a l u a b l e  
i n f o r m a t i o n  i s  c o l l e c t e d  a n d  m a i n t a i n e d  in  a c e n t r a l  l o c a t i o n  a s  to  w h i c h  
o f  t h e  m i l i t a r y  s e r v i c e s  u s e s  e a c h  i t e m  a n d  w h a t  c o m p a n i e s  m a n u f a c t u r e  
i t .  I n  b r i e f ,  t h e  m i l i t a r y  s u p p l y  m a n a g e r s  a r e  n o w  b e g i n n i n g  to  u s e  a 
c o m m o n  l a n g u a g e  in  t h e  d e t a i l s  o f  t h e i r  d a y - t o - d a y  w o r k .  

S t a t e d  so  s i m p l y ,  i t  i s  e a s y  to  m i s s  t h e  f u l l  i m p o r t  o f  w h a t  t h i s  
m e a n s  to  t h e  D e p a r t m e n t  o f  D e f e n s e .  A l l  o f  t h e s e  p r o d u c t s  a r e  v e r y  
s i g n i f i c a n t  " f i r s t s "  w h i c h  o p e n  up b r o a d  a v e n u e s  f o r  i m p r o v e m e n t s  
a n d  e c o n o m i e s  in  s u p p l y  o p e r a t i o n s .  F o r  t h i s  r e a s o n ' ,  we a r e  n o t  w a i t -  
i n g  f o r  t h e  c o m p l e t i o n  o f  t h e  c a t a l o g  job  b u t  a r e  p r o g r e s s i v e l y  c o n v e r t -  
i n g  to  t h e  n e w  F e d e r a l  I d e n t i f i c a t i o n  d a t a .  A s  i n d i v i d u a l  c l a s s e s  o r  
g r o u p s  o f  i t e m s  a r e  c a t a l o g e d  we ,  in  t u r n ,  s e t  t h e  c o n v e r s i o n  p r o c e s s  
in  m o t i o n .  T h e  c h a n g e  o v e r  to  t h e  n e w  i d e n t i f i c a t i o n  d a t a  f o r  e a c h  
i t e m  t h a t  i s  c o n t r o l l e d ,  p r o c u r e d ,  s t o r e d ,  u s e d ,  o r  r e f e r r e d  to  i n  a n y  
w a y  w i t h i n  t h e  D e p a r t m e n t  o f  D e f e n s e  i n v o l v e s  w h a t  w e l l  m a y  b e  o n e  
o f  t h e  g r e a t e s t  s i n g l e  d o c u m e n t a t i o n  e f f o r t s  u n d e r t a k e n  o n  t h e  p a r t  o f  
t h e  G o v e r n m e n t .  

We h a v e  e x p l o r e d  t h e  m a n y  f u n c t i o n s  i n v o l v e d  in  m i l i t a r y  s u p p l y  
to  a s s u r e  o u r s e l v e s  t h a t  we w i l l  n o t  m i s s  a n y  o f  t h e  o p p o r t u n i t i e s  f o r  
i n c r e a s e d  e f f i c i e n c y  a n d  e c o n o m y  m a d e  aova i lab le  to  u s  b y  t h e  e x i s t -  
e n c e  o f  a s i n g l e ,  s t a n d a r d ,  i d e n t i f i c a t i o n  f o r  e a c h  i t e m  t h a t  w e  u s e ,  
a s  w e l l  a s  s t a n d a r d  g r o u p i n g s  o f  i t e m s .  I r e a l i z e  t h a t  we  c o u l d n ' t  
h o p e  to  d i s c u s s  a l l  o f  t h e  p o s s i b l e  a r e a s  o f  u s e ,  b u t  I s h o u l d  l i k e  to  
g i v e  y o u  a c o u p l e  o f  e x a m p l e s  o f  p l a c e s  w h e r e  we e x p e c t  to  s p e e d  up  
o u r  o p e r a t i o n s  a n d  s t i l l  s a v e  m o n e y  b e c a u s e  o f  t h i s  c o m m o n  l a n g u a g e .  

In  o u r  e f f o r t s  to  r e d u c e  i n v e n t o r i e s  a n d  n e w  p r o c u r e m e n t ,  we a r e  
s t r i v i n g  c o n t i n u o u s l y  to  m a i n t a i n  t h e  m i n i m u m  n u m b e r  o f  d i f f e r e n t  
i t e m s  t h r o u g h o u t  t h e  d e f e n s e  s u p p l y  s y s t e m s .  T h i s  r e q u i r e s  c o m p a r -  
i s o n  o f  e x i s t i n g  i t e m s  b e i n g  u s e d  b y  e a c h  m i l i t a r y  s e r v i c e  i n  o r d e r  
to  f e r r e t  o u t  d u p l i c a t i o n s .  I t  i s  o b v i o u s ,  t h e n ,  t h a t  u s e  o f  t h e  s a m e  
i d e n t i f i c a t i o n  l a n g u a g e ,  i n s t e a d  of  t w o  o r  t h r e e  o r  f o u r ,  s i m p l i f i e s  
t h i s  o p e r a t i o n .  U s i n g  t h e  n e w  F e d e r a l  S u p p l y  g r o u p s  a n d  c l a s s e s  a l s o  
f a c i l i t a t e s  c o m p a r i s o n  of  l i k e ,  b u t  n o t  i d e n t i c a l ,  i t e m s  to  d e t e r m i n e  
w h e t h e r  t h e  e x i s t i n g  m i n o r  d i f f e r e n c e s  a r e  n e c e s s a r i l y  a r e a s o n  f o r  
r e t a i n i n g  tw o  o r  m o r e  o f  t h e  s a m e  v a r i e t y  in  t h e  s y s t e m .  

T o  c i t e  a n o t h e r  f i e l d  o f  e n d e a v o r ,  t h e  m i l i t a r y  d e p a r t m e n t s ,  l i k e  
a l l  t h e  o t h e r  a g e n c i e s  in  t h e  s u p p l y  f i e l d ,  a r e  c o n t i n u o u s l y  f i n d i n g  
i t e m s  in  t h e i r  s y s t e m s  in e x c e s s  o f  f o r e s e e a b l e  n e e d s .  An  e x c e s s  
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i t e m  in one  d e p a r t m e n t ,  h o w e v e r ,  m a y  be  r e q u i r e d  in  a n o t h e r ,  so,  
b e f o r e  we r e m o v e  it f r o m  the  s y s t e m ,  it is  o f f e r e d  to a l l  o t h e r  supp ly  
m a n a g e r s .  E a c h  o f f e r i n g  d e p a r t m e n t  l i s t s  i ts  i t e m s  a c c o r d i n g  to i t s  
own d e s c r i p t i o n .  T h e n  the  p o t e n t i a l  u s e r  m u s t  a t t e m p t  to m a t c h  the  
o f f e r i n g  l a n g u a g e  with  h i s  own d e s c r i p t i o n  to e s t a b l i s h  h i s  r e q u i r e m e n t  
o r  d i s i n t e r e s t  in the o f f e r i n g .  It i s  e a s y  to s ee ,  in t h e s e  c a s e s ,  w h e r e  
the  use  of a c o m m o n  l a n g u a g e  i n c r e a s e s  m a t e r i a l  u t i l i z a t i on ,  s p e e d  
of s c r e e n i n g ,  and s a v e s  m o n e y .  

I n c i d e n t a l l y ,  th i s  l a s t  e x a m p l e  p e r t a i n s  to the f i e ld  of d i s p o s a l ,  
and no d i s c u s s i o n  of s t o r a g e  and d i s t r i b u t i o n  would  be  c o m p l e t e  wi th -  
out a b r i e f  c o m m e n t  on o u r  p r o g r a m s  in the d i s p o s a l  f i e ld .  

One of the  m a j o r  e f f o r t s  of the D e p a r t m e n t  of D e f e n s e  has  b e e n  
o p e r a t i o n  " C L E A N S W E E P ,  " a p r o g r a m  d e s i g n e d  to r i d  the  m i l i t a r y  
supp ly  s y s t e m  of e x c e s s  s t o c k s .  T h e s e  s u r p l u s e s  u n d e r m i n e  the  e f f i -  
c i e n c y  of l o g i s t i c  a c t i v i t i e s  and a r e  i n d e f e n s i b l e  f r o m  the  s t a n d p o i n t  
of good m a n a g e m e n t .  T h e  s u r p l u s  p r o b l e m  a s s u m e d  m a j o r  p r o p o r t i o n s  
a f t e r  W o r l d  W a r  II wi th  the  a c c u m u l a t i o n  of v a s t  i m b a l a n c e d  s t o c k s ,  
i n c l u d i n g  m a n y  i t e m s  tha t  b e c a m e  o b s o l e t e  in the  c o u r s e  of a few y e a r s .  
P r o g r a m s  fo r  the  s a l e  of s u r p l u s  s t o c k s  in the i m m e d i a t e  p o s t w a r  p e r i o d  
g e n e r a l l y  c o n c e n t r a t e d  on c o m m e r c i a l l y  u sab l e  i t e m s ,  t h e r e b y  l e a v i n g  
huge  q u a n t i t i e s  of m i l i t a r y  e q u i p m e n t ,  weapons ,  and s u p p l i e s  v i r t u a l l y  
u n t o u c h e d .  To t h e s e  s t o c k s  has  b e e n  added  a g r e a t  v o l u m e  of m~i t e r i e l  
p r o c u r e d  d u r i n g  the  K o r e a n  h o s t i l i t i e s .  

To d i s p o s e  of i t e m s  no l o n g e r  u sab l e ,  the m i l i t a r y  d e p a r t m e n t s  
m u s t  f i r s t  o f f e r  s u c h  i t e m s  fo r  r e d i s t r i b u t i o n  to the  o t h e r  m i l i t a r y  
d e p a r t m e n t s  and then  t h r o u g h  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  to 
o t h e r  f e d e r a l  a g e n c i e s .  A l so ,  e x i s t i n g  l aw p r o v i d e s  fo r  the  d o n a t i o n  
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 pub l ic  h e a l t h  and e d u c a t i o n a l  i n s t i t u t i o n s  
and to e d u c a t i o n a l  i n s t i t u t i o n s  of  s p e c i a l  i n t e r e s t  to the  D e p a r t m e n t  of 
D e f e n s e .  F i n a l l y ,  t h o s e  i t e m s  fo r  w h i c h  t h e r e  is  no g o v e r n m e n t a l  
r e q u i r e m e n t  a r e  o f f e r e d  fo r  s a l e  to the  pub l i c .  

Our  d i s p o s a l  p r o g r a m  is  a i m e d  at c l e a r i n g  t h e s e  s u r p l u s e s  f r o m  
the  s u p p l y  s y s t e m s  e x p e d i t i o u s l y ,  ye t  i n s u r i n g  the  o p t i m u m  r e t u r n  to 
t he  G o v e r n m e n t  for  e a c h  t ax  d o l l a r  spen t .  A p p r o x i m a t e l y  1 . 4  b i l l i o n  
d o l l a r s  in s u r p l u s  at a c q u i s i t i o n  cos t  was  so ld  d u r i n g  f i s c a l  y e a r  1955, 
on w h i c h  we r e c e i v e d  a r e t u r n  of s o m e  10 .2  p e r c e n t .  Th i s  is  an i n -  
c r e a s e  o v e r  the  7 . 1  p e r c e n t  p r o c e e d s  r e t u r n e d  d u r i n g  f i s c a l  y e a r  1954. 
T h i s  i n c r e a s e  has  not  b e e n  a c c i d e n t a l .  
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I n c i d e n t a l l y ,  when  the  H o o v e r  C o m m i s s i o n  r e c o m m e n d e d  t h a t  we 
a t t e m p t  to l o o k  in to  g e t t i n g  a g r e a t e r  r e t u r n  t h e y  n o t e d  t h a t  by  an  i n -  
c r e a s e d  r e t u r n  of  1 p e r c e n t  t he  T r e a s u r y  would  ge t  20 m i l l i o n  d o l l a r s .  
As  y o u  know f r o m  what  I h a v e  s t a t e d ,  t ha t  i n c r e a s e  d u r i n g  t he  p a s t  
f i s c a l  y e a r  was  3 p e r c e n t .  We a r e  s t i l l  s t r i v i n g  to  ge t  m o r e  r e t u r n  
f o r  o u r  m o n e y .  

A g a i n  I wan t  to  e m p h a s i z e  tha t  t h i s  i n c r e a s e  h a s  no t  b e e n  a c c i -  
d e n t a l .  On the  c o n t r a r y ,  it  has  s t e m m e d  p r i m a r i l y  f r o m  a s e r i e s  o f  
i n t e r r e l a t e d  p o l i c y  d o c u m e n t s  d e s i g n e d  to s t i m u l a t e  s a l e s  and  to p r o -  
v i d e  f o r  a g r e a t e r  d o l l a r  r e t u r n .  Such  p o l i c i e s  e m b r a c e  the  f i e l d  o f  
m e r c h a n d i z i n g ,  s c r e e n i n g ,  and  u t i l i z a t i o n .  

M o s t  of m y  d i s c u s s i o n  t h u s  f a r  has  e n c o m p a s s e d  g o i n g  p r o g r a m s  
a nd  p o l i c i e s  of  t he  D e p a r t m e n t  of  D e f e n s e .  No s u c h  d i s c u s s i o n ,  h o w -  
e v e r ,  wou ld  be  c o m p l e t e  w i thou t  r e l a t i n g  t h i s  s u b j e c t  to t he  r e c e n t l y  
i s s u e d  H o o v e r  C o m m i s s i o n  r e p o r t s .  

As you  m a y  know,  m a n y  of  t he  H o o v e r  C o m m i s s i o n  r e p o r t s  p e r -  
t a i n e d  to the  f i e l d  of  s u p p l y  m a n a g e m e n t ,  wi th  s p e c i f i c  e m p h a s i s  on  
s t o r a g e  and  d i s t r i b u t i o n  o p e r a t i o n s .  Al l  of  t he  H o o v e r  C o m m i s s i o n  
r e p o r t s  a r e  b e i n g  t h o r o u g h l y  r e v i e w e d .  E a c h  of t h e m  wi l l  be  t he  
s u b j e c t  of  a c o m p l e t e  D e p a r t m e n t  of  D e f e n s e  p o s i t i o n  s t a t e m e n t  c o n -  
c e r n i n g  i t s  a p p l i c a b i l i t y .  Un t i l  s u c h  t i m e ,  h o w e v e r ,  a s  t he  P r e s i d e n t  
e n d o r s e s  o r  r e l e a s e s  t h e s e  p o s i t i o n  s t a t e m e n t s ,  we c a n n o t  a s s u m e  
t h a t  t h e y  r e p r e s e n t  A d m i n i s t r a t i o n  p o l i c y ;  t h u s ,  t h e y  h a v e  no t  ' been  
r e l e a s e d  and  I a m  no t  at  l i b e r t y  to d i s c u s s  t h e i r  c o n t e n t s .  

I can ,  h o w e v e r ,  t e l l  you  t h i s  m u c h .  T h e  H o o v e r  C o m m i s s i o n  
r e p o r t s  r e v e a l e d  s o m e  d i s c r e p a n c i e s  and  d e f i c i e n c i e s ,  a s  w e l l  a s  
h u m a n  e r r o r s .  T h e  d i s c r e p a n c i e s  and  d e f i c i e n c i e s  c an  be  c o r r e c t e d  
and  wi l l  be  w h e r e v e r  a c t i v e  i n v e s t i g a t i o n  b e a r s  out  t he  f a c t s  r e p o r t e d .  
At t he  s a m e  t i m e ,  e v e r y  e f f o r t  wi l l  be  m a d e  to r e d u c e  the  h u m a n  
e r r o r s .  In e v a l u a t i n g  t he  H o o v e r  C o m m i s s i o n  r e c o m m e n d a t i o n s  we 
found  tha t  m a n y  of  t h e m  h a v e  a c t u a l l y  b e e n  " g o i n g "  and  a p p r o v e d  
p o l i c i e s  of  t he  D e p a r t m e n t  of  D e f e n s e  f o r  s e v e r a l  y e a r s ;  o t h e r s  w e r e  
a n d  a r e  in  t he  p r o c e s s  of d e v e l o p m e n t ;  wh i l e  s t i l l  o t h e r s  wi l l  be  
a d o p t e d  in the  m o n t h s  to c o m e .  

T h i s  i s  not  an a t t e m p t  to w h i t e w a s h  the  D e p a r t m e n t  of  D e f e n s e .  
C o n c u r r e n t  h a u l i n g  of  t o m a t o e s  f r o m  one  c o a s t l i n e  to  the  o t h e r  d id  
o c c u r .  We a n t i c i p a t e ,  h o w e v e r ,  t h a t  t he  e f f e c t s  of  o u r  c u r r e n t  c r o s s -  
s e r v i c i n g  and  i n t e r s e r v i c e  s u p p l y - s u p p o r t  p o l i c i e s  wi l l  t e n d  to p r e v e n t  
a r e c u r r e n c e  of  t ha t  s i t u a t i o n .  
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P e r h a p s  the  m o s t  s i g n i f i c a n t  a s p e c t  of the  H o o v e r  C o m m i s s i o n  
r e p o r t s  was  to u n d e r s c o r e  the  po in t  I have  b e e n  t r y i n g  to m a k e  th i s  
m o r n i n g ,  a n d  tha t  i s ,  supp ly  m a n a g e m e n t  is  not  an  e x c l u s i v e  f u n c t i o n  
of e a c h  m i l i t a r y  d e p a r t m e n t ,  but  r a t h e r  an  o v e r a l l  r e s p o n s i b i l i t y  of 
the  e n t i r e  D e p a r t m e n t  of D e f e n s e .  As I s t a t e d  e a r l i e r ,  no one  h a s  a 
m o n o p o l y  on i d e a s  o r  sound  j u d g m e n t .  We w e l c o m e  c o n s t r u c t i v e  
c r i t i c i s m  f r o m  the  C o n g r e s s ,  f r o m  the  H o o v e r  C o m m i s s i o n ,  f r o m  
the  C o o p e r  C o m m i t t e e ,  and  f r o m  J o h n  Q. P u b l i c ,  h i m s e l f .  But  the  
a r t  of supp ly  m a n a g e m e n t  f r e q u e n t l y  b e c o m e s  a b a l a n c i n g  ac t  tha t  d o e s  
not  l end  i t s e l f  to s c i e n t i f i c  s o l u t i o n s .  

The  p r o g r a m s  and p o l i c i e s  I have  o u t l i n e d  to you  a r e  p r e d i c a t e d  
on the  p h i l o s o p h y  tha t  we c a n  a c h i e v e  the  b e s t  m a n a g e m e n t  of the  
D e p a r t m e n t  of D e f e n s e  supp ly  s y s t e m s  by m a k i n g  m a x i m u m  use  of the  
e x i s t i n g  f a c i l i t i e s ,  k n o w - h o w ,  and  s k i l l e d  p e r s o n n e l  of the  m i l i t a r y  
d e p a r t m e n t s .  We a r e  a w a r e ,  a s  I s t a t e d  e a r l i e r ,  tha t  e v e r  c h a n g i n g  
c o n d i t i o n s  and  r e f i n e m e n t s  in o u r  m i l i t a r y  s y s t e m s  a l s o  r e q u i r e  c h a n g e s  
and  r e f i n e m e n t s  in  the  s u p p l y - s u p p o r t  g r o u p s .  At t i m e s  we  a r e  c o n -  
f r o n t e d  wi th  c o n f l i c t i n g  y a r d s t i c k s ;  at o t h e r  t i m e s  we a r e  c o n f r o n t e d  
wi th  the  i n s t i t u t i o n  of n e w  c o n c e p t s  and  the  c u l m i n a t i o n  of  o ld  s y s t e m s .  
S i n c e  it i s  not  p o s s i b l e  to, i n t r o d u c e  s o m e t h i n g  n e w  o r  m o d i f i e d  a t  t he  
i d e n t i c a l  m o m e n t  s o m e t h i n g  e l s e  b e c o m e s  out of da t e  o r  s u b j e c t  to 
c h a n g e ,  at  any  one  t i m e  a spot  s t u d y  m a y  r e v e a l  w a s t e ,  o v e r l a p p i n g ,  
o r  c o s t l y  o p e r a t i o n s .  We a r e  v e r y  m u c h  a w a r e  of t h i s  and  at a l l  t i m e s  
t r y  to t a k e  a l l  p o s s i b l e  s t e p s  t o w a r d  p r e v e n t i n g  s u c h  s i t u a t i o n s  f r o m  
o c c u r r i n g .  

But in  s e e k i n g  the  a n s w e r s  we  r e a l i z e  tha t  t h e r e  is  no one  s o l u t i o n ,  
j u s t  a s  t h e r e  is  no one  p r o b l e m .  We m u s t  a l w a y s  s e e k  to a c h i e v e  

e l a s t i c i t y  in o u r  s u p p l y  s y s t e m s ,  fo r  e s s e n t i a l l y  tha t  i s  the  on ly  m e a n s  
we h a v e  with  which  to m a i n t a i n  a b a l a n c e d  p r o g r a m  wi th in  the  s t r u c t u r e ,  
in v i e w  of the  c o n t i n u o u s  c h a n g e s  r e q u i r e d .  

The  r e l a t i o n s h i p  of supp ly  to s t r a t e g y  and  of  s u p p l y  to the  g e n e r a l  
e c o n o m y  i s  the  c e n t r a l  e l e m e n t  in m o b i l i z i n g  the  i n d u s t r i a l  r e s o u r c e s  
of  any  c o u n t r y  in  t i m e  of  w a r .  In a c h i e v i n g  t h e s e  ends ,  we a r e  c o n -  
t i n u o u s l y  s t u d y i n g  n e w  m e t h o d s  and  n e w  a p p r o a c h e s  w h i c h  c a n  b e  
s u c c e s s f u l l y  and r e a l i s t i c a l l y  app l i ed  to o u r  go ing  m i l i t a r y  c o n c e r n .  

I a p p r e c i a t e  g r e a t l y  the  o p p o r t u n i t y  I h a v e  had  to d i s c u s s  t h i s  
a r e a  wi th  you  th i s  m o r n i n g ,  and I t h a n k  you  f o r  y o u r  m o s t  k ind  a t t e n t i o n .  
I a m  s u r e  t ha t  s o m e  of you  wi l l  have  s e a r c h i n g  q u e s t i o n s  to a s k ,  and  
I wi l l  be  h a p p y  to a n s w e r  as  m a n y  of t h e m  as  t i m e  a l l o w s .  
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T h a n k  Y o u .  

C O L O N E L  S E E D S :  G e n t l e m e n ,  o u r  s p e a k e r s  a r e  r e a d y  f o r  y o u r  
q u e s t i o n s .  W i l l  y o u  p l e a s e  i n d i c a t e  to  w h o m  y o u  a r e  a d d r e s s i n g  y o u r  
q u e s t i o n  ? 

Q U E S T I O N :  I w o u l d  l i k e  to  a d d r e s s  m y  q u e s t i o n  to t h e  S e c r e t a r y .  
T h e  H o o v e r  C o m m i s s i o n  in  i t s  r e p o r t  o n  t h e  b u s i n e s s  o r g a n i z a t i o n  o f  
t h e  D e p a r t m e n t  o f  D e f e n s e ,  r e c o m m e n d e d  t h a t  a n e w  o r g a n i z a t i o n  b e  
e s t a b l i s h e d  f o r  t h e  s u p p l y  o f  a l l  c o m m o n  i t e m s  to  t h e  ~ h r e e  s e r v i c e s .  
W h y  w a s  t h i s  t y p e  o f  o r g a n i z a t i o n  no t  a d o p t e d  i n s t e a d  o f  t h e  s i n g l e -  
m a n a g e r  p l a n  ? 

S E C R E T A R Y  P I K E :  T h a t  i s  a g o o d  q u e s t i o n .  In  t h e  f i r s t  p l a c e ,  
i n  a n s w e r  t o  t h e  f i r s t  p a r t  o f  y o u r  q u e s t i o n ,  a s  M r .  C a p u t o  h a s  i n d i -  
c a t e d ,  n o n e  o f  t h e  D e p a r t m e n t  o f  D e f e n s e  d e c i s i o n s  o n  t h e s e  H o o v e r  
C o m m i s s i o n  r e p o r t s  h a s  b e e n  f i n a l l y  a g r e e d  u p o n .  I s h o u l d  n o t  s a y  
t h a t .  M a n y  of  t h e m  h a v e  b e e n  a g r e e d  on ;  b u t  t h e  r e l e a s e  to  t h e  p u b l i c  
i s  s t i l l  a m a t t e r  t h a t  i s  in  t h e  h a n d s  o f  t h e  W h i t e  H o u s e .  A s  we  c o m -  
p l e t e  o u r  job ,  o u r  i d e a s  a r e  f u n n e l e d  to  S e c r e t a r y  W i l s o n  a n d  t h r o u g h  
h i m  t h e y  a r e  f u n n e l e d  o v e r  to  t h e  W h i t e  H o u s e .  We n o w  h a v e  a n e w  
g r o u p  o v e r  t h e r e .  

W i t h  r e s p e c t  to  y o u r  s e c o n d  q u e s t i o n ,  we  h a d  t h i s  s i n g l e  m a n a g e r  
c o n c e p t  u n d e r  w a y  a n d  u n d e r  s t u d y  in  o u r  o f f i c e  a y e a r  a n d  o n e - h a l t "  
o r  l o n g e r  b e f o r e  t h e r e  w a s  a n y  p u b l i c a t i o n  o f  t h e  H o o v e r  r e c o m m e n d a -  
t i o n  f o r  t h e  f o u r t h  s e r v i c e  o n  s u p p l y  to  t h e  s e r v i c e s .  

Q U E S T I O N :  M r .  P i k e ,  w h i l e  w e  a r e  on  t h e  H o o v e r  C o m m i s s i o n ,  
I n o t e d  t h a t  t h e y  r e c o m m e n d e d  r e d u c i n g  t h e  A s s i s t a n t  S e c r e t a r i e s  t o  
f o u r ,  m a k i n g  y o u r  o f f i c e  a m u c h  b i g g e r  o n e ,  b y  b r i n g i n g  p r o p e r t i e s  
a n d  i n s t a l l a t i o n s  a n d  m i l i t a r y  a p p l i c a t i o n s  i n t o  i t .  W o u l d  t h a t  m a k e  
y o u r  o f f i c e  t o o  b ig ,  o r  w o u l d  i t  s t r e a m l i n e  a n d  m a k e  y o u r  w o r k  m o r e  
e f f i c i e n t  a n d  b e t t e r  ? 

S E C R E T A R Y  P I K E :  I t o l d  t h e  S e c r e t a r y  t h a t  i f  t h e y  d i d  t h a t  to  m e  
I w a s  g o i n g  h o m e  r i g h t  n o w .  T h a t  i s  a g a i n  a n  a r e a  i n  w h i c h  t h e  S e c -  
r e t a r y  o f  D e f e n s e  h i m s e l f  i s  g o i n g  to  m a k e  t h e  f i n a l  d e c i s i o n .  I h a v e  
s o m e  i d e a s  on  i t ;  b u t  a g a i n ,  a l l  a s p e c t s  o f  t h e  H o o v e r  C o m m i s s i o n  r e -  
p o r t  o n  t h e  b u s i n e s s  o r g a n i z a t i o n  o f  t h e  D e p a r t m e n t  o f  D e f e n s e  w i l l  
b e  h a n d l e d  b y  t h e  S e c r e t a r y .  We h a v e  a v e r y  i n t e r e s t i n g  s i t u a t i o n .  
H e  h a s  to  m a k e  a d e c i s i o n  in  t e r m s  o f  t h e  d a t a  t h a t  c a m e  o u t  o f  t h a t  
r e p o r t .  I a m  l o o k i n g  f o r w a r d  w i t h  a s  m u c h  i n t e r e s t  a s  y o u  to  t h e  
S e c r e t a r y ' s  f i n a l  r e c o m m e n d a t i o n  on  t h a t .  
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Q U E S T I O N :  M r .  S e c r e t a r y ,  a g r e a t  d e a l  o f  i n t e r e s t  h a s  b e e n  g e n -  
e r a t e d  a r o u n d  h e r e  o n  t h i s  s i n g l e - m a n a g e r  c o n c e p t  in  t h e  s u p p l y  f i e l d .  
I w a s  w o n d e r i n g  w h e t h e r  a t  t h e  top ,  a t  y o u r  l e v e l ,  t h a t  c o n c e p t  i s  o n e  
o f  c o m p l e t e  m a n a g e r i a l  a u t h o r i t y  o r  w h e t h e r  i t  i s  m e r e l y  a n o t h e r  o n e  
o f  t h o s e  J o i n t  S t a f f  c r i s e s .  W o u l d  y o u  c a r e  to  c o m m e n t  o n  t h a t  ? 

SECRETARY PIKE: Yes. Inherent in this concept of the single 
manager is to place the authority in one person. It is based on the 
concept that the Secretary of a military department swill have respon- 
sibility and full accountability for all the management aspects with- 
in an assigned commodity area. In the case of subsistence, the Sec- 
retary obviously cannot do that himself; he has to assign it to some 
one. That assignment has been made to the Quartermaster Corps in 
the Army, which is busy working out ways and means to implement 
the authorities assigned. 

The central idea is to place in one office the full responsibility 
for these very important phases of the supply chain that all have a 
close interrelation; namely, requirements, inventory control, pro- 
curement, and distribution, down to the wholesale level..  This is one 
area in which we felt a business-like approach could be made. You 
would certainly never find in business any organization distributing 
in a major fashion across the country, computing requirements in 
one place and having all the stores and loading them in another geo- 
graphical location; having an individualmanager located at another 
geographical location and a procurement officer somewhere else. 

A l l  o f  t h e s e  t h i n g s  e a c h  h a v e  a v e r y  i m p o r t a n t  i n t e r r e l a t i o n s h i p ,  
a n d  f o r  t h e  b e s t  p o t e n t i a l  m a n a g e m e n t  to  c o m e  o u t  o f  t h a t  a r e a  y o u  
h a v e  to h a v e  t h e s e  t h i n g s  b r o u g h t  t o g e t h e r .  T h i s  d o e s  n o t  m e a n  t h a t  
we  h a v e  a b a n d o n e d  a t  a l l  t h e  g e n e r a l  c o n c e p t  o f  d e c e n t r a l i z a t i o n .  T h i s  
y o u  s i m p l y  h a v e  to  h a v e  in  a n  o r g a n i z a t i o n  a s  l a r g e  a s  t h e  D e p a r t m e n t  
o f  D e f e n s e .  

We d o n ' t  s a y  t h e  S i n g l e  M a n a g e r  i s  t h e  a n s w e r  t o  a l l  t h e  p r o b l e m s  
o r  a l l  t h e  q u e s t i o n s ,  b u t  we  f e e l  t h a t  we  w o u l d  b e  d e r e l i c t  i n  o u r  d u t y  
in  o u r  o f f i c e  i f  we d i d  n o t  c o n s t a n t l y  s e e k  o u t  a n d  t r y  n e w e r  a n d  b e t t e r  
a p p r o a c h e s  to  s o m e  o f  t h e  p r o b l e m s  t h a t  we f a c e ,  e s p e c i a l l y  i n  t h a t  
d i r e c t i o n .  

QUESTION: I would like to continue on that same subject, Mr. 
Secretary. What is going to happen when war comes and we have full 
mobilization, with this one-manager supply situation? We had a bad 
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enough  t i m e  wi th  two s e r v i c e s  in the  l a s t  w a r  t r y i n g  to h a n d l e  t h i s .  
When he is p r o c u r i n g  a l l  the  s u p p l i e s  fo r  the A r m y ,  the  Navy ,  and  the  
A i r  F o r c e ,  in the t r e m e n d o u s  q u a n t i t i e s  t h e y  r e q u i r e ,  how is  he go ing  
to know what  to do wi th  t h e m  ? I t h ink  one o f f i ce  canno t  do m u c h  about  
i t .  

S E C R E T A R Y  P I K E :  When w a r  c o m e s ,  when  m o b i l i z a t i o n  c o m e s ,  
e v e r y t h i n g  e x p a n d s .  You have  p r o b l e m s  wi th  p e o p l e .  By the  s a m e  
t o k e n  I d o n ' t  s e e  why th i s  won ' t  w o r k  ju s t  as  we l l  as  any  s e r v i c e  p r o -  
c u r e m e n t  a s s i g n m e n t  w h e r e  one  func t ion  of buy ing  is  a s s i g n e d  to one  
d e p a r t m e n t  on b e h a l f  of the o t h e r s .  The  Q u a r t e r m a s t e r  C o r p s  has  
b e e n  a c c o m p l i s h i n g  a l l  the p r o c u r e m e n t  fo r  the  A r m y  and the  A i r  F o r c e ,  
and  the  m a j o r  p a r t  of the  s u b s i s t e n c e  r e q u i r e m e n t  fo r  t h e N a v y .  So 
f a r  a s  p r o c u r e m e n t  is c o n c e r n e d ,  t hey  have  a m a g n i f i c e n t  o r g a n i z a t i o n  
s e t - u p .  It i s  a fu l ly  d e c e n t r a l i z e d  o r g a n i z a t i o n .  

I s e e  n o  r e a s o n  why, if  we have  enough  t i m e  to get  th i s  t h ing  w o r k -  
ing,  it  s h o u l d  not  w o r k  ju s t  as  we l l  as  a s e p a r a t e  p r o c u r e m e n t  p r o g r a m  
a s s i g n m e n t ,  wi thout  the  o t h e r  i n v e n t o r y  and d i s t r i b u t i o n  m a n a g e m e n t  
a s p e c t s  of i t .  

S T U D E N T :  I was  t h i n k i n g  b a s i c a l l y  of the  d i s t r i b u t i o n  end of  i t ,  
and a l s o  the  p r o c u r e m e n t  of o t h e r  th ings  b e s i d e s  food.  

S E C R E T A R Y  P I K E :  We a r e  not  t a l k i n g  about  o t h e r  t h i n g s  at  the  
p r e s e n t  t i m e .  

S T U D E N T :  Is the s i n g l e - m a n a g e r  c o n c e p t  go ing  to e n t a i l  the  v a r -  
i ous  r e q u i r e m e n t s  of the  s e r v i c e s  e v e n t u a l l y ?  

S E C R E T A R Y  P I K E :  No; no. I ts  a p p l i c a t i o n  we f ee l  is  p o s s i b l e  
in the  a r e a  of s o m e  c o m m o n - u s e  t y p e s  of i t e m s .  We fe l t  tha t  s u b s i s t -  
e n c e  was the  b e s t  one  to s t a r t  it  off with to g ive  it a t r i a l ,  b e c a u s e  in 
the  a r e a  of s u b s i s t e n c e  you have  the m o s t  c o m p l e t e  i n t e r c h a n g e a b i l i t y  
of  any  c l a s s  of c o m m o d i t y .  

QUESTION:  M r .  S e c r e t a r y ,  I was  v e r y  m u c h  i n t e r e s t e d  in y o u r  
c r e d o ,  in wh ich  you  e n c o u r a g e d  the i n i t i a t i v e  of the  i n d i v i d u a l  w o r k e r .  
I was  a l s o  v e r y  m u c h  i m p r e s s e d  with  M r .  C a p u t o ' s  v e r y  long  l i s t  of . . . .  
m u l t i t u d i n o u s  m a n a g e m e n t  p r o g r a m s  of  the  D e p a r t m e n t  of D e f e n s e .  ~ 
you  f ee l  tha t  s o m e  d a n g e r  point  m i g h t  be  r e a c h e d  w h e r e  the  D e p a r t m e n t  
of  D e f e n s e  is  do ing  so m u c h  tha t  you m i g h t  s t i f l e  the  i n t e r e s t  o r  in -  
i t i a t i v e  of the  s e r v i c e s  in t h e i r  own i m p r o v e m e n t  p r o g r a m s  ? 
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S E C R E T A R Y  PIKE: No,  I h a v e  no  f e a r  o f  t h a t  a t  a l l .  A s  a m a t t e r  
o f  f a c t ,  o n e  o f  o u r  o b l i g a t i o n s ,  o u r  r e s p o n s i b i l i t i e s ,  i n  o u r  o f f i c e  i s  to  
c o o r d i n a t e .  T h i s  i s  a l i t t l e  w o r d  t h a t  c o v e r s  a t r e m e n d o u s  f i e l d .  I a m  
c o n s t a n t l y ,  a s  I t r a v e l  a r o u n d  to i n s t a l l a t i o n s ,  f i n d i n g  i m p r o v e m e n t s .  
I j u s t  l e a r n e d  t h e  o t h e r  d a y  a b o u t  a n  o p e r a t i o n  t h e  A r m y  h a s  h a d  g o i n g  
f o r  s o m e  t i m e ,  c a l l e d  " O p e r a t i o n  T r i m .  " Out  at  D e t r o i t ,  i n  t h e  f i e l d  
o f  a u t o m o t i v e  s p a r e  p a r t s ,  p a r t i c u l a r l y  t h e  h i g h  m o r t a l i t y ,  f a s t - w e a r -  
o u t  i t e m s ,  i n s t e a d  o f  c a r r y i n g  p i s t o n  r i n g s  and  a l l  t h e  m u l t i t u d i n o u s  
c o m p o n e n t s  t y p e s  o f  i t e m s ,  t h e y  a r e  p u t t i n g  a w h o l e  p a c k a g e  t o g e t h e r .  
T h i s  m e a n s  f e w e r  i t e m s  in  t h e  s y s t e m .  W h e n  t h e  s u p p l y  s e r g e a n t  a t  
h i s  e n d  o f  t h e  l i n e  g o e s  f o r  a r e p l a c e m e n t  he  w i l l  g e t  t h e  w h o l e  p a c k a g e ,  
i n s t e a d  o f  m a k i n g  o u t  a r e q u i s i t i o n  f o r  s e v e r a l  i t e m s .  M y  f i r s t  q u e s -  
t o n  w a s :  Do  t h e  A i r  F o r c e  a n d  t h e  N a v y  k n o w  a b o u t  t h i s  a p p r o a c h ?  

T h i s  i s  g o o d .  B y  t h e  s a m e  t o k e n ,  t h e  N a v y  h a s  d o n e  m a n y  t h i n g s  
i t s e l f .  T h e  A i r  F o r c e  h a s  c o m e  up w i t h  s e v e r a l  v e r y  i n t e r e s t i n g  
c o n c e p t s  o n  i t s  o w n .  T h e y  h a v e  t h e  i n s p e c t i n g - r e p a i r s - r e q u i r e m e n t  
p r o p o s i t i o n ,  a n d  t h e y  h a v e  a c o u p l e  o f  o t h e r s .  

O u r  c o n s t a n t  j ob  i s  to  s e e  t h a t  w h a t  i s  d e v e l o p e d  a s  a g o o d  t e c h -  
n i q u e  in  o n e  o f  t h e  s e r v i c e s  i s  t r a n s m i t t e d  to  t h e  o t h e r  s e r v i c e s  s o  
t h a t  t h e y  c a n  h a v e  t h e  b e n e f i t  o f  i t .  

I w o u l d  c e r t a i n l y  h o p e  t h a t  n o t h i n g  we e v e r  do  w o u l d  s t i f l e  t h e  
t r e m e n d o u s  p o t e n t i a l  c a p a c i t y  t h a t  e x i s t s  in  t h e  t h r e e  s e r v i c e s .  

Q U E S T I O N :  M r .  C a p u t o ,  o n e  o f  t h e  h e a d a c h e s  in  t h e  A r m y  d i s -  
t r i b u t i o n  in  t h e  f i e l d  i s  t h e  i m m e n s e  i s o l a t i o n  o f  t h e  d e p o t s  f r o m  t h e  
p o i n t  a t  w h i c h  t h e  A r m y  n e e d s  s u p p l i e s  f o r  t h e  c o r p s  o r  d i v i s i o n  l e v e l .  
H a s  a n y t h i n g  b e e n  d o n e  to  u t i l i z e  m a t e r i a l s  o f  t h e  b l o c k - l o a d i n g  o r  
p a c k a g e  t y p e  s o  t h a t  in  u n l o a d i n g  t r u c k  d e l i v e r i e s  s o m e t h i n g  u l t i m a t e l y  
c o u l d  b e  d o n e  to  a v o i d  u s i n g  m a n p o w e r  ? 

M R .  C A P U T O :  Y e s ;  w e  a r e  e x p e r i m e n t i n g  w i t h  un i t  l o a d s  a n d  
m e c h a n i z e d  h a n d l i n g .  I w a n t e d  to  b r i n g  t h i s  ou t ,  b u t  m y  t a l k  w a s  
l i m i t e d .  In  t h e  f i e l d  o f  u n i t  l o a d s  we  a r e  n o w  w o r k i n g  c o n s t a n t l y  w i t h  
t h e  b u i l d e r s  o n  t h e  t y p e s  a n d  c a t e g o r i e s  o f  m a t e r i a l s  we  c a n  u s e .  

F o r  e x a m p l e ,  in  d e t e r g e n t s ,  w e  h a v e  u n d e r  c o n t r a c t  w h a t  we c a l l  
a c o n t r a c t  l o a d .  A c a r l o a d  o f  s o a p  w h i c h  w a s  u n l o a d e d  m a n u a l l y  w o u l d  
t a k e  s i x  m e n  a l i t t l e  b e t t e r  t h a n  o n e  h o u r  a n d  15 m i n u t e s .  We  h a v e  a 
c o n t r a c t  to  h a v e  t h e  s o a p  c o m e  in  b a l e s ,  a n d  o n e  m a n  w i t h  o n e  f o r k  
w i l l  g e t  t h e  c a r  u n l o a d e d  in  l e s s  t i m e .  
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We h a v e  e x p e r i m e n t e d  w i t h  t h e  un i t  l o a d  o n  s h i p s .  W e  t r i e d  i t  o u t  
o n  o n e  w e  s e n t  to  P e a r l  H a r b o r  a n d  we f o u n d  i t  c o u l d  b e  d o n e .  T h e  
c o n t o u r s  o f  a s h i p  do n o t  l e n d  t h e m s e l v e s  to  t h e  m a x i m u m  u s e  o f  t h e  
c u b e .  We  h a d  to  t u r n  t h a t  s h i p  a r o u n d ,  a n d  we  g o t  i t  l o a d e d  i n  18 p e r -  
c e n t  l e s s  t i m e  t h a n  i t  w o u l d  t a k e  i f  i t  w e r e  l o a d e d  m a n u a l l y .  We  h a d  
l e s s  c u b e ,  o r  s p a c e ,  i n  t h e  s h i p .  

We a r e  c o n s t a n t l y  w o r k i n g  w i t h  i n d u s t r y ,  a d v i s o r y  g r o u p s ,  a n d  
e n g i n e e r s ,  in  o r d e r  to  c o m e  up w i t h  a g o o d  s y s t e m  o f  m e c h a n i z e d  h a n d -  
l i n g .  

QUESTION: M r .  S e c r e t a r y ,  m y  q u e s t i o n  h a s  t o  do  w i t h  t h e  s h o r t  
t e n u r e  o f  o f f i c e  o f  n o t  o n l y  t h e  s e c r e t a r i e s  o f  t h e  r e s p e c t i v e  s e r v i c e s  
b u t  t h e  u n d e r  s e c r e t a r i e s .  T h a t  i n c l u d e s  D e f e n s e  a s  w e l l .  Y o u  a n d  
M r .  C a p u t o  h a v e  b o t h  e m p h a s i z e d  t h e  m a g n i t u d e  o f  t h i s  m a n a g e m e n t  
p r o b l e m ,  b u t  y e t  y o u r  v i c e  p r e s i d e n c y ,  I h a v e  h e a r d ,  h a s  b e e n  a u -  
t h o r i z e d  f o r  o n l y  f r o m  14 to  16 o r  17 m o n t h s  a s  a n  a v e r a g e .  I t  s e e m s  
to  m e  t h e r e  i s  a t r e m e n d o u s  w e a k n e s s  i n  t h i s  w h o l e  s y s t e m .  I w o n d e r  
i f  y o u  w o u l d  c o m m e n t  o n  i t .  

S E C R E T A R Y  P I K E :  I c o u l d  n o t  a g r e e  w i t h  y o u  m o r e .  Y o u  p r o b -  
a b l y  h a v e  r e a d  H a n s e n  B a l d w i n ' s  a r t i c l e  in  t h e  " N e w  Y o r k  T i m e s .  " 
H e  p o i n t s  t h e  f i n g e r  a t  W i l f r e d  M c N e i l  a s  b e i n g  t h e  r e a l  v o i c e  o f  e x p e -  
r i e n c e  in  W a s h i n g t o n ,  h a v i n g  b e e n  in  D e f e n s e  s i n c e  J i m  F o r r e s t a l  s e t  
up  t h e  d e p a r t m e n t  in  1947.  

Y e s ,  c e r t a i n l y  t h i s  i s  a p r o b l e m .  I f r a n k l y  do  n o t  k n o w  w h a t  t h e  
a n s w e r  to  i t  i s .  T h e  f i r s t  e f f o r t  c o u l d  b e ,  o f  c o u r s e ,  to  t r y  to  a s k  m e n ,  
w h e n  t h e y  a r e  a s k e d  to c o m e  d o w n ,  to  s t a y  f o r  a s  l o n g  a p e r i o d  a s  
p o s s i b l e .  I t h i n k  p e r h a p s  s o m e  e r r o r s  w e r e  m a d e .  I c e r t a i n l y  m a d e  
s u c h  a n  e r r o r  m y s e l f  w h e n  I c a m e  d o w n  h e r e .  I a t  f i r s t  s e t  o u t  to  f i n d  
m e n  f r o m  i n d u s t r y ,  w h o s e  b a c k g r o u n d s  I f e l t  m o s t  c l o s e l y  a p p l i e d  to  
t h e  f i v e  d i r e c t o r a t e s  we  h a v e  in  s u p p l y  a n d  l o g i s t i c s .  I m a d e  t h e  m i s -  
t a k e  o f  s e t t l i n g  f o r  o n e  t h i n g ,  b e i n g  u n d e r  t h e  i m p r e s s i o n  t h a t  we  c o u l d  
h a v e  t h e  t o p  v i c e  p r e s i d e n t  o f  o n e  o f  t h e  m a j o r  c o r p o r a t i o n s  d o w n  h e r e  to  
w o r k  w i t h  u s .  We f e l t  h e  c o u l d  g i v e  us  s o m e  g u i d a n c e  w h i l e  w e  t r i e d  
to  g e t  t h i s  b u s i n e s s  o n  t h e  r o a d .  I f o u n d  t h a t  i n  t w o  y e a r s  y o u  j u s t  
b e g i n  to  l e a r n  a l i t t l e  b i t  a b o u t  t h e  A B C ' s  o f  t h e  b u s i n e s s .  Y o u  h a v e  
t h e  p o l i t i c a l  n a t u r e  o f  t h e  a p p o i n t m e n t s ,  a n d  t h e  p r e s i d e n t i a l  e l e c t i o n  
s o r t  o f  p u t s  o n e  l i m i t a t i o n  on  t h e  o t h e r .  

I w o u l d  c e r t a i n l y  a g r e e  t h a t  o n e  o f  t h e  r e c o m m e n d a t i o n s  t h a t  t h e  
H o o v e r  C o m m i s s i o n  h a s  m a d e  i s  a s o u n d  o n e ,  t h a t  a g r e a t  e f f o r t  s h o u l d  
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be m a d e  to d e v e l o p  a s o r t  of s u p e r - t y p e  of c iv i l  s e r v i c e  p e r s o n  who 
would  s t ep  in a l l  of  t h e s e  i m p o r t a n t  jobs  as  u n d e r s t u d i e s ,  and who 
would g ive  tha t  t r e m e n d o u s l y  in~por tan t  s o r t  of c o n t i n u i t y  f r o m  a d m i n -  
i s t r a t i o n ,  to b a c k  up the  16-m~nt'~h a s s i s t a n t  s e c r e t a r y .  

You a r e  c e r t a i n l y  c o r r e c t .  I t h ink  in the  Uni ted  K i n g d o m  t h e y  have  
a c c o m p l i s h e d  th i s  to a m u c h  b e t t e r  ex ten t  than  we have .  T h e y  h a v e  done 
o t h e r  t h ings  t h e r e .  T h e y  h a v e  put r e a l  p r e s t i g e  on s o m e  ,of t h e s e  j obs .  
Kn igh thood  has  b e e n  m a d e  a v a i l a b l e  to s o m e  of t h e m .  S a l a r y  is  a t h ing  
I don ' t  t h i n k  you  can  o v e r l o o k  a l t o g e t h e r  if  you  a r e  t r y i n g  to a t t r a c t  
good p e o p l e .  

You have  c e r t a i n l y  put y o u r  f i n g e r  on a v e r y  weak  spo t  in the  o v e r -  
a l l  o r g a n i z a t i o n .  

QUESTION:  M r .  P i k e ,  s i r ,  to go b a c k  to th i s  s i n g l e - m a n a g e r  c o n -  
cept ,  I u n d e r s t a n d  G e n e r a l  M o t o r s  and o t h e r  b ig  c o m p a n i e s  do not  
p r a c t i c e  the  s i n g l e - m a n a g e r  c o n c e p t  in the  p u r c h a s e  of c o m m o n  i t e m s .  
T h e y  use  F r i g i d a i r e  and D e l c o ,  and so  fo r t h .  

Many  s p e a k e r s  we have  had h e r e  f r o m  m a n y  d e p a r t m e n t s  s a y  i t  i s  
a l m o s t  too b ig  a job in  t h e i r  d e p a r t m e n t s  to p u r c h a s e  t h e i r  own s e r v i c e  
r e q u i r e m e n t s  a long  a m u c h  l e s s  c o n s o l i d a t e d  a p p r o a c h .  

What  was  the  i m p e t u s  tha t  f o r c e d  the  D e p a r t m e n t  of D e f e n s e  to go 
in to  t h i s ?  Was it  an a c t u a l  s t u d y  tha t  s h o w e d  d o l l a r  s a v i n g s  o r  e f f i -  
c i e n c y ,  o r  a c o r r e c t i v e  a c t i o n  b e c a u s e  of the  i n i t i a l  a c t i o n  of c e r t a i n  
p e o p l e  in t h e i r  own d e p a r t m e n t s  ? Wil l  you  a n s w e r  tha t  ? 

S E C R E T A R Y  P I K E :  To m y  knowledge ,  so f a r  as  the  i n i t i a l  i m p e t u s  
was  c o n c e r n e d ,  when  I f i r s t  c a m e  down h e r e  I s t a r t e d  r e a d i n g  the r e -  
p o r t s  of the  p r e v i o u s  c o n g r e s s i o n a l  c o m m i t t e e s .  C o n g r e s s  has  had  a 
long ,  deep  i n t e r e s t  in th i s  f ie ld .  Tha t  i s  s o m e t h i n g  you  don ' t  d i s c o v e r  
r i g h t  a w a y .  I d e v e l o p e d  a f r i e n d  up t h e r e  who has  a v e r y  k e e n  i n t e r e s t  
in th i s  m a t t e r .  He has  w r i t t e n  to m e  and to the  S e c r e t a r y  of D e f e n s e  
m a n y  l e t t e r s .  I h a v e  had  h i m  down to l unch  s e v e r a l t i m e s .  He has  
done  a good job of  q u i z z i n g  m~e and  o t h e r  c i v i l i a n  s e c r e t a r i e s  in the 
D e p a r t m e n t  of D e f e n s e .  

I found out  tha t  in the  M u n i t i o n s  B o a r d ,  the  p r e d e c e s s o r  o r g a n -  
i z a t i o n  to o u r  o f f i ce ,  m a n y ,  m a n y  s t u d i e s  w e r e  m a d e ,  as  a m a t t e r  of 
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f a c t .  We c l a i m  no o r i g i n a l i t y  f o r  t h i s  c o n c e p t .  I c a m e  a c r o s s  a v e r y  
i n t e r e s t i n g  d o c u m e n t  t ha t  was  p a r t  of  a r e p o r t  t ha t  a d e p a r t m e n t  v i c e  
c h a i r m a n ,  I b e l i e v e ,  of the  M u n i t i o n s  B o a r d ,  b a c k  in  1947-48 ,  l e f t  b e -  
h i n d  h i m .  He had  a v e r y  s i m i l a r  c o n c e p t ,  a v e r y  s i m i l a r  i d e a .  H i s  
o n l y  t r o u b l e  was ,  he  s e e m e d  to be the  o n l y  m a n  in t he  P e n t a g o n  who 
t h o u g h t  i t  was  a g o o d  i d e a .  

I wan t  to r e m i n d  you  a g a i n  t h a t  we do no t  m a k e  any  c l a i m  t h a t  t h i s  
i s  g o i n g  to c u r e  a l l  t he  e v i l s  and  be  the  a n s w e r  to the  p r a y e r .  But  I 
s t i l l  m a i n t a i n  t ha t  s i n g l e - s e r v i c e  p r o c u r e m e n t  ha s  w o r k e d .  Why c a n ' t  
a l l  t h e  r e s t  of  wha t  I c a l l  t he  fa t  p a r t  of  t h i s  p r o c u r e m e n t  b u s i n e s s ,  
n a m e l y ,  y o u r  r e q u i r e m e n t  c o l l a t i o n  and  d i s t r i b u t i o n ,  be  t i e d  i n to  it  ? 
I wi l l  c e r t a i n l y  be  the  f i r s t  one  to v o t e  f o r  t h r o w i n g  t he  s y s t e m  ou t  i f  
i t  d o e s  no t  w o r k .  

C O L O N E L  SEEDS:  M r .  Capu to ,  h a v e  y o u  a n y t h i n g  to s a y  on  t h i s  
s u b j e c t  ? 

MR.  C A P U T O :  On t he  s i n g l e - m a n a g e r  p lan ,  M r .  Bob L a n p h i e r  
wi l l  be  h e r e  W e d n e s d a y .  Al l  t h e s e  q u e s t i o n s  y o u  g e n t l e m e n  a r e  r a i s -  
i ng  wi l l  be  a n s w e r e d  b y  M r .  L a n p h i e r .  We h a v e  a good  s h o w  r e a d y  f o r  
y o u  W e d n e s d a y .  I w o u l d  l i ke  to  b e g  off  o r  t h i s .  

S E C R E T A R Y  P I K E :  L e t  m e  t e l l  y o u  t h i s ,  t h o s e  of  y o u  who a r e  
w o r r i e d .  One  of  the  t h i n g s  t ha t  ha s  i m p r e s s e d  m e  v e r y  m u c h  in  h a v i n g  
h a d  t h e  o p p o r t u n i t y  of  b e i n g  a m e m b e r  of  t h i s  c i v i l i a n  D e f e n s e  t e a m  
d o w n  h e r e  i s  t h e  way t he  g r o u p  w o r k s  t o g e t h e r .  

W h a t e v e r  the  m i l i t a r y  a p p r e h e n s i o n  i s  a m o n g  you  a s  a g r o u p ,  o r  
a m o n g  y o u  a s  i n d i v i d u a l s ,  t he  top  p e o p l e ,  bo th  c i v i l i a n  and  m i l i t a r y ,  
in  the  m i l i t a r y  d e p a r t m e n t s  h a v e  w o r k e d  wi th  m y  o f f i c e  on t h i s .  T h i s  
i s  t he  g r e a t  job we h a v e .  If we t h i n k  we h a v e  a l i t t l e  b e t t e r  s o l u t i o n  
f o r  a p r o b l e m  and  a b e t t e r  w a y  to h a n d l e  a b u s i n e s s ,  t h e n  o u r  job j u s t  
c o m m e n c e s .  We h a v e  to s e l l  it to the  A r m y ,  t he  Navy,  and  t h e  A i r  
F o r c e .  I t  i s  t he  s a m e  way  in  p r i v a t e  b u s i n e s s .  No m a n a g e r  o r  p r e s -  
i d e n t  o f  a p r i v a t e - e n t e r p r i s e  c o r p o r a t i o n  e v e r  d o e s  any  g o o d  wi th  h i s  
p e o p l e  by  s a y i n g ,  "I h a v e  t h o u g h t  up t h i s  i d e a .  I k n o w  you  do h a v e  
e x p e r i e n c e ,  but  I a m  the  b o s s ,  and  t h i s  i s  t he  p o l i c y .  " T h a t  ha s  n e v e r  
w o r k e d .  

T h e r e  w a s  a lo t  of  s e l l i n g ,  p e r s u a s i o n ,  and  e v e r y t h i n g  e l s e  a t  
v a r i o u s  l e v e l s  b e t w e e n  o u r  o f f i c e  and  the  m i l i t a r y  d e p a r t m e n t s ,  a s  
w e l l  a s  top  s i de ,  b e f o r e  t h i s  i d e a  was  e v e r  a p p r o v e d .  
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Q U E S T I O N :  M r .  C a p u t o ,  I h a v e  n o t i c e d  t h a t  m a n y  o f  t h e s e  m a n -  
a g e m e n t  i m p r o v e m e n t s  m e n t i o n e d  in  t h e  m a n a g e m e n t  p a r t  o f  y o u r  t a l k  
p l a c e d  e m p h a s i s  o n  c i v i l i a n  i n d u s t r y .  W h a t  i s  g o i n g  to h a p p e n  o n  M -  
D a y  w h e n  we  h a v e  e v e r y b o d y  in  t h e  m a r k e t  c o m p e t i n g  f o r  r e q u i r e m e n t s ,  
b e a r i n g  in  m i n d  t h a t  we  h a v e  a s y s t e m  o f  p r i v a t ~  e n t e r p r i s e  w h i c h  i s  
b a s e d  o n  l a i s s e z -  f a i r e  ? 

M R .  C A P U T O :  T h e  m a n a g e m e n t  i m p r o v e m e n t s  I o u t l i n e d  w h e r e  
r e l i a n c e  w o u l d  b e  p l a c e d  on  c i v i l i a n  i n d u s t r y  w o u l d  b e  o n l y  i n  t h e  d i s -  
p e r s i o n  f i e l d .  We  r e l y  on  t h e m  n o w .  I d o n ' t  s e e  a n y  d i f f e r e n c e  t h e n  
f r o m  w h a t  we  a r e  d o i n g  n o w ,  o u t s i d e  o f  p u t t i n g  g r e a t e r  e m p h a s i s  o n  
i t  in  o r d e r  n o t  to  h a v e  a l o t  o f  w h i t e - e l e p h a n t  w a r e h o u s e s  w h e n  M - D a y  
c o m e s .  T o d a y  we  h a v e  p u t  o u r  e s s e n t i a l  i n d u s t r i e s  o n  a d i s p e r s a l  
b a s i s  to  g e t  t h e  m a x i m i m  b e n e f i t  f r o m  o u r  s u p p l y  s o u r c e s .  B u t  we  
h a v e  a l w a y s  b e e n  r e l y i n g  o n  c o m m e r c i a l  i n d u s t r i a l  d e v e l o p m e n t s .  

S T U D E N T :  I b e l i e v e  t h e r e  i s  a n  i n c r e a s i n g  t r e n d .  I n o t i c e d  t h a t  
t h e  S e c r e t a r y  s a i d  h i s  b u s i n e s s  i s  to  pu t  t h e  G o v e r n m e n t  o u t  o f  b u s i -  
n e s s  w h e n  i t  i s  in  c o m p e t i t i o n  w i t h  p r i v a t e  e n t e r p r i s e ,  a n d  p u t  i n c r e a s -  
i n g  r e l i a n c e  o n  l o c a l  p u r c h a s e  a n d  s u c h  t h i n g s .  T h a t  c o u l d  g e t  o u t  o f  
h a n d .  

S E C R E T A R Y  P I K E :  W h a t  do  y o u  f e a r  on  t h a t  s c o r e  ? 

S T U D E N T :  I f e a r  t h a t  we  h a v e  n o t  l e a r n e d  t h e  l e s s o n  of  e c o n o m i c  
m o b i l i z a t i o n  in  t h i s  c o u n t r y  a s  w e l l  a s  t h e y  h a v e  i n  G r e a t  B r i t a i n .  O n  
M - D a y  we  p l a c e  o u r  r e l i a n c e  o n  v o l u n t a r i s m  in  p r i v a t e  i n d u s t r y  to  
g i v e  us  w h a t  we n e e d .  I f  v o l u n t a r i s m  d o e s  n o t  w o r k - - a n d  i t  h a s  n o t  i n  
t h e  p a s t - - w e  h a v e  to  i n s t i t u t e  c o n t r o l s .  S u p p o s e  w e  h a v e  an  a t o m i c  
w a r  a n d  we  d o n ' t  h a v e  t i m e  to s t u m b l e  a l o n g ?  W h a t  w i l l  h a p p e n 7  

S E C R E T A R Y  PIKE: G i v e  m e  a n  e x a m p l e  o f  t h a t  in  i n d u s t r y ,  i n  
a c o m m e r c i a l  a c t i v i t y .  

S T U D E N T :  We f o u n d  in  W o r l d  W a r  II  t h a t  we h a d  to  go to  a l a w  to  
c o n s c r i p t  l a b o r .  T h e y  w e r e  n o t  g i v i n g  t h e  p e r f o r m a n c e  t h a t  we  r e q u i r e d .  

S E C R E T A R Y  PIKE: L a b o r  a n d  m a n p o w e r  i s  a l w a y s  a p r o b l e m  
w h e n  y o u  h a v e  m o b i l i z a t i o n ;  b u t  I s t i l l  c a n ' t  p i n  y o u r  q u e s t i o n  d o w n  to  
s o m e  s p e c i f i c  e x a m p l e .  A r e  y o u  a c q u a i n t e d  w i t h  t h e  t y p e s  o f  t h i n g s  
we  h a v e  d e c i d e d  to  g e t  o u t  o f -  - t h a t  we a r e  w a i t i n g  o n  c o n g r e s s i o n a l  
a p p r o v a l  f o r ,  f o r  i n s t a n c e  ? 
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STUDENT:  No, s i r ,  I am not . . . .  

SECRETARY PIKE:  T h e y  rtin to th ings  l i h e , t y p e w r i t e r  r e p a i r  shops ,  
c a t e r p i l l a r  r e p a i r  shops ,  b a k e r s '  pan m a n u f a c t u r i n g  p lan t s ,  co f fee  
r o a s t i n g  p lan t s ,  and tbJ ,~$ of that  so r t ,  w h e r e ,  a f t e r  a v e r y  c a r e f u l  
s tudy,  we have  c o n c l u d e d  with the  m i l i t a r y  d e p a r t m e n t s  that  t h e r e  i s  no 
p r i m e  m i l i t a r y  i n t e r e s t  i nvo lved  in t h e s e  a c t i v i t i e s .  

T h e s e  a c t i v i t i e s  a r e  bui l t  up to the  point  w h e r e  a c c u m u l a t i v e l y  now 
t h e y  a r e  v e r y  s u b s t a n t i a l .  T h e y  run  into s e v e r a l  t h o u s a n d  in n u m b e r ,  
and I have  h e a r d  v a r i o u s  e s t i m a t e s - - I  won ' t  quote ,  but they  run  in to  lo t s  
of m o n e y  so  f a r  as cap i t a l  i n v e s t m e n t  is c o n c e r n e d .  

We don ' t  p r o p o s e  to s top  any of ou r  a r s e n a l s  w h e r e  r e s e a r c h  and 
d e v e l o p m e n t  w o r k  is  go ing  on, w h e r e  it i s  the  only  kind of p lant  in th i s  
c o u n t r y  w h e r e  f r e e  e n t e r p r i s e  has  not got into the  b u s i n e s s  of d e v e l o p -  
ing weapon  s y s t e m s ,  and  so fo r th .  

I th ink  p e r h a p s  if  you had a m o r e  t h o r o u g h  knowledge  of the  type  
of th ing  we a r e  shoo t ing  at, you r  c o n c e r n  would not  be qui te  so g r e a t .  

C OL ONEL SEEDS: Mr .  S e c r e t a r y  and Mr .  Caputo,  on b e h a l f  of  
the  C o l l e g e ,  I w i sh  to t hank  you v e r y  m u c h  fo r  a m o s t  s t i m u l a t i n g  m o r n -  
ing.  

SECRETARY PIKE:  T h a n k  you, s i r .  

(3 Feb  1 9 5 6 - - 2 5 0 ) O / d c p  
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