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Major  Genera l  Andrew T. M c N a m a r a ,  USA, D i r e c t o r  of Supply 
Opera t ions ,  in the Office, Deputy Chief  of Staff for  Log i s t i c s ,  was 
born  in Eas t  P r o v i d e n c e ,  Rhode Is land,  14 May 1905. He was g rad-  
uated f r o m  the U. S. M i l i t a r y  Academy  and c o m m i s s i o n e d  second 
l i eu tenan t ,  9 June 1928. His f i r s t  a s s i g n m e n t  was with the 28th 
Infan t ry ,  Madison B a r r a c k s ,  N. Y. Then he did duty with the 35th 
In fan t ry ,  Schofield B a r r a c k s ,  Hawaii ,  and as Company C o m m a n d e r  
with the C. C . C . ,  A lexand r i a ,  Lou i s i ana .  In Sep tember  1933 he 
en te red  the In fan t ry  School and was gradua ted  in June 1934; then 
en t e r ing  the QM Subs i s tence  School,  he was g radua ted  in June 1935. 
In 1937 he t r a n s f e r r e d  to t h e  Q u a r t e r m a s t e r  Corps .  Subsequent ly ,  
s o m e  of his  as ' s ignments  included: 1942, a s s i s t a n t  q u a r t e r m a s t e r ,  
II Corps ,  England and q u a r t e r m a s t e r  of the s ame  Corps  when it  was 
t r a n s f e r r e d  to the Nor th  A f r i c a n  Thea t r e ;  1943, F i r s t  A r m y ,  E u r o p e a n  
T h e a t r e .  Upon r e t u r n  to the United States in 1945, some  of his  dut ies  
were:  1945, H e a d q u a r t e r s ,  F i r s t  A r m y ,  F o r t  Bragg ,  N. C . ;  1946, 
chief,  Subs i s tence  Branch ,  Office of the Q u a r t e r m a s t e r  Gene ra l ,  
Washington,  D. C. ; 1948, g radua ted  f r o m  the Na t iona l  War  Col lege  
and se rved  as execut ive ,  Po l i cy  Branch ,  P l ans  and Ope ra t i ons  Divi-  
s ion  of the A r m y  Gene ra l  Staff; 1949, ch ief  of the Po l i cy  B r a n c h  and 
a s s i s t a n t  execut ive  of the P lans  Group; 1949, a s s i s t a n t  execu t ive  
s e c r e t a r y ,  Depa r tmen t  of Defense;  1950, a t tended  H a r v a r d  Bus ines s  
School for  the Advanced Management  Execut ive  Course ;  1951, execu-  
t ive to the Under  S e c r e t a r y  of the Army .  On 1 March  1953, he be-  
came  Chief,  S torage  and D i s t r i bu t i on  Div is ion  in the Office,  Deputy 
Chief  of Staff for  Log i s t i c s  and on 1 Apr i l  1955 a s s u m e d  his  p r e s e n t  
a s s i g n m e n t .  

x. 

i i  
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T H E  USE OF F I N A N C I A L  DATA IN S U P P L Y  M A N A G E M E N T  

1 D e c e m b e r  1955 

G E N E R A L  HOLLIS:  It i s  a p r i v i l e g e  fo r  m e  th i s  m o r n i n g  to be  
ab le  to i n t r o d u c e  to you  a d i s t i n g u i s h e d  o f f i c e r  who i s  a l s o  an  o ld  and  
v a l u e d  f r i e n d .  

As a l l  of you know as  we l l  as  I, the  A r m e d  S e r v i c e s  a r e  so  m u c h  
in  the  pub l i c  eye  t h e s e  d a y s  that  it  is  v e r y  r e a s s u r i n g  fo r  m e  to know 
that  p e o p l e  of the  c a l i b e r  of our  s p e a k e r  a r e  i n v o l v e d  in  the  f o r m u l a -  
t ion  of l o g i s t i c s  p o l i c y  t oday .  You have  s e e n  G e n e r a l  M c N a m a r a ' s  
b i o g r a p h y .  You know h i s  a c h i e v e m e n t s .  The  th ing  tha t  I l ike  to t h ink  
about  th i s  s y s t e m  is  tha t  we h a v e  p e o p l e ,  as  I s a i d  b e f o r e ,  who b r i n g  
to t h e i r  jobs  the  c o u r a g e ,  the  r e s i l i e n c y ,  the  r e s o u r c e f u l n e s s ,  and  the  
h a r d  c o m m o n  s e n s e  of o u r  s p e a k e r  t oday .  

It  is  a g r e a t  p l e a s u r e  to i n t r o d u c e  to you M a j o r  G e n e r a l  A n d r e w  
T.  M c N a m a r a .  

G E N E R A L  McNAMARA: 
old f r i e n d .  

T h a n k  you,  sir. 
. 

Kind  w o r d s  f r o m  an  

The  s u b j e c t  a s s i g n e d  to m e  th i s  m o r n i n g  is  e n t i t l e d  " T h e  U s e  of 
F i n a n c i a l  Da ta  in  Supply  M a n a g e m e n t .  " It is not  a du l l  s u b j e c t .  I 
want  to get  tha t  e s t a b l i s h e d  r i g h t  off. It  is  a s t i m u l a t i n g  s u b j e c t .  How- 
e v e r ,  i t  i s  n e w  to us in the  A r m y ,  and  t h e r e f o r e  we c a n ' t  s u m m a r i z e  
i t  in as  n i c e  a p i c t u r e  a s  you  would  l ike  to h a v e  th i s  e a r l y  in  the g a m e .  
I th ink ,  h o w e v e r ,  b e f o r e  we t a lk  g e n e r a l l y  abou t  s u p p l y  m a n a g e m e n t  
and  the  r e l a t i o n  of d o l l a r  v a l u e  to it, I a m  go ing  to h a v e  to put up s o m e  
f e n c e s  o r  b o u n d a r i e s  a r o u n d  the  ba l l  p a r k  fo r  ou r  d i s c u s s i o n  h e r e .  

F i r s t ,  I want  to s a y  tha t  o u r  s u b j e c t  p e r t a i n s  only  to i n v e n t o r i e s .  
T h i s  e x c l u d e s  p r o p e r t y  in u s e .  Second ,  s i n c e  we  a r e  d i s c u s s i n g  the  
u s e s  of d o l l a r  da ta ,  we wi l l  be d i s c u s s i n g  the  end p r o d u c t  of f i n a n c i a l  
i n v e n t o r y  a c c o u n t i n g  and  s t o c k  fund ing .  

Now, t h e s e ,  of c o u r s e ,  a r e  m e r e l y  t i t l e s  g iven  an  a c c o u n t i n g  
s y s t e m .  The  p u r p o s e  of th i s  s y s t e m  is the  m a n a g e m e n t  of i n v e n t o r y  
and  the  i m p r o v e m e n t  of i t s  m a n a g e m e n t .  As a b y p r o d u c t ,  the  i m -  
p r o v e m e n t  of supp ly  m a n a g e r s  is a c c o m p l i s h e d .  
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It has  b e e n  s t a t e d  m a n y  t i m e s  that  the  A r m y ' s  r e s p o n s i b i l i t y  fo r  
supply  m a n a g e m e n t  is  the  l a r g e s t  job of m a n a g e m e n t  e v e r  to c o n f r o n t  
a s i n g l e  o r g a n i z a t i o n .  P e r h a p s  th i s  is t r u e .  C e r t a i n l y  i t  i s  one of 
the l a r g e s t .  C o m p a r i s o n s  can be m a d e  with c i v i l i a n  i n d u s t r y  and  
o t h e r  F e d e r a l  d e p a r t m e n t s  and a g e n c i e s  to i l l u s t r a t e  th i s  po in t .  How-  
e v e r ,  th i s  m o r n i n g  I do not in t end  to dwe l l  on the  m a g n i t u d e ,  e v e n  
though  s o m e  of the  f i g u r e s  a r e  qui te  s t a r t l i n g .  

I m e r e l y  want  to poin t  out that  the  to ta l  va lue  of our  A r m y  i n v e n -  
t o r y  as  of 30 June  1955 was 20-112 b i l l i on  d o l l a r s .  The  m a j o r  p a r t  of 
th is  i n v e n t o r y  is l o c a t e d  in the  c o n t i n e n t a l  Un i t ed  S ta tes  depo t s  and  
c o m p r i s e s  about  16 b i l l i on  d o l l a r s .  The s u m  of 4 b i l l i on  is  l o c a t e d  
o v e r s e a s .  Only about  f o u r - t e n t h s  of a b i l l i on  d o l l a r s  is  l o c a t e d  in the  
m a j o r  c o n t i n e n t a l  Un i t ed  Sta tes  p o s t s ,  c a m p s ,  and s t a t i o n s .  

Now, whi le  the  l a t t e r  f i g u r e  is  c o m p a r a t i v e l y  s m a l l ,  about  one and 
a ha l f  b i l l i on  d o l l a r s  w o r t h  of s u p p l i e s  f low t h r o u g h  the  p o s t s ,  c a m p s ,  
and s t a t i o n s  d u r i n g  a y e a r .  

The  v e r y  m a g n i t u d e  of our  i n v e s t m e n t  in  s u p p l i e s  i n d i c a t e s  a n e e d  
fo r  c o n t r o l .  The  p r o b l e m ,  of c o u r s e ,  is how?  That  b r i n g s  us to the  
b a s i c  p u r p o s e  fo r  which  f i n a n c i a l  i n v e n t o r y  a c c o u n t i n g  is  i n t e n d e d ,  
n a m e l y ,  the  c o n t r o l  of inv~entory. 

An A r m y  p o l i c y  of long  s t a n d i n g  is  tha t  i n v e n t o r y  is  m a n a g e d  by 
c o m m a n d .  F i n a n c i a l  a c c o u n t i n g  does  not  a f fec t  th i s  po l icy .  E a c h  
o v e r s e a s  c o m m a n d e r ,  ZI A r m y  c o m m a n d e r ,  and ch i e f  of t e c h n i c a l  
s e r v i c e  is r e s p o n s i b l e  fo r  the  m a n a g e m e n t  of h i s  r e s p e c t i v e  p o r t i o n  
of the  A r m y  i n v e n t o r y .  The c h i e f s  of the  t e c h n i c a l  s e r v i c e s ,  of c o u r s e ,  
m a n a g e  t h e i r  s e g m e n t  l o c a t e d  in the  c o n t i n e n t a l  depo t  s y s t e m .  

To f u r t h e r  i l l u s t r a t e  the bas i c  p u r p o s e  fo r  which  f i n a n c i a l  a c c o u n t -  
ing  is  d e s i g n e d ,  le t  m e  give  you an o r a l  d i a g r a m  of i n v e n t o r y  m a n a g e -  
m e n t  as  it a p p l i e s  to the  l a s t  e c h e l o n  of the  d i s t r i b u t i o n  p i p e l i n e .  

Now, we a l l  know tha t  m a n a g e m e n t  of i n v e n t o r y  is  not  new to the  
A r m y .  The  A r m y  has  fo r  y e a r s  m a n a g e d  by m e a n s  of i t e m  c o n t r o l .  
With th is  c o n t r o l  by i t e m ,  why is  it n e c e s s a r y  for  us to put a d o l l a r  
s i g n  on our  s u p p l i e s  ? 

Wel l ,  the  foca l  poin t  of i t e m  c o n t r o l  at  pos t ,  c amp ,  and  s t a t i on  
l e v e l  is the  s t o c k  r e c o r d  ca rd .  The p r o p e r t y  o f f i c e r s  t h e r e  open a 
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s t o c k  r e c o r d  c a r d  fo r  e a c h  i t e m  wh ich  they  s tock .  T h e n  t h e y  a s s i g n  
a c l e r k ,  b a s e d  on a w o r k  m e a s u r e m e n t  c h a r t  of s o m e  s o r t ,  to a g i v e n  
n u m b e r  of i t e m s .  

Tha t  c l e r k  e s t a b l i s h e s  a c o n t r o l  l e v e l ,  b a s e d  fo r  the  m o s t  p a r t  
upon i s s u e  e x p e r i e n c e .  R e p l e n i s h m e n t ,  o r  input ,  is  v i r t u a l l y  a u t o -  
m a t i c  a f t e r  e s t a b l i s h i n g  the  c o n t r o l  l e v e l .  Supp l i e s  a r e  r e q u i s i t i o n e d  
to s a t i s f y  tha t  c o n t r o l  l eve l .  

The  c o n t r o l  l e v e l  i s  so  i m p o r t a n t  tha t  we r e q u i r e  A r m y  c o m m a n d -  
e r s  to m a k e  l i a i s o n  v i s i t s  at  l e a s t  t w i c e  e a c h  y e a r  to e v e r y  s t a t i o n .  In 
a d d i t i o n ,  we a l s o  r e q u i r e  the  d i s t r i b u t i o n  depot  r e s p o n s i b l e  fo r  s e r v i n g  
tha t  s t a t i o n  to m a k e  l i a i s o n  v i s i t s  fo r  the p u r p o s e  of r e v i e w i n g  the con-  
t r o l  l e v e l s .  

Th i s  s y s t e m  of i t e m  c o n t r o l ,  s u p p l e m e n t e d  with  the  l i a i s o n  v i s i t s ,  
beg in s  to b r e a k  down when  you c o n s i d e r  the  l a r g e  n u m b e r  of  i t e m s  in 
the  s u p p l y  s y s t e m .  At l a s t  count ,  the  to ta l  i t e m  count  was  j u s t  u n d e r  
one  m i l l i o n .  V i s u a l i z e  a s tock  c a r d  fo r  e v e r y  i t e m .  P l a c e d  in a r ow ,  
the~e  s tock  c a r d s  would  ex tend  a l m o s t  one m i l e .  

You can recognize quickly the virtual impossibility of a timely 
review of every stock record card. An item-by-item review is a dif- 
ficult task even for the property officer, who is the one individual 
assigned supply control as a full-time job. As we progress further up 
the chain of supervision from the property officer to the chief of tech- 
nical service of the installation, to the installation G-4, to the installa- 
tion commander, to the ZI Army technical service chief, to the Army 
G-4, to the Army commander, to the chief of the technical service, and 
to DCSLOG, we find each successive echelon has less and less knowl- 
edge of the adequacy of the inventory at the station. Management has 
long needed a means that can be used to influence the inventory position 
of the command. We think we have that means when we use financial 
inventory accounting and stock funding. 

Now, a review of the development of financial inventory accounting 
will serve to further illustrate the basic purpose of the system. By 
definition, financial inventory accounting is a method of summarizing 

• ! 

the inventory position by pricing inventory and recording inventory 
transactions. 
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P r i c i n g  of i n v e n t o r y  is  c o m p a r a b l e  to m a i n t a i n i n g  a r e c o r d  of ~he 
to ta l  ba lance  on hand. We have a lways  ma in t a ined  r e c o r d s  that  r e f l e c t  
the ba lance  on hand by i t em.  In addi t ion,  we have a l s o  t r a d i t i o n a l l y  
r e c o r d e d  i nven to ry  t r a n s a c t i o n s  by i t em.  With do l l a r  data ,  we can 
s u m m a r i z e  the i nven to ry  t r a n s a c t i o n s  by groups  of i t e m s ,  us ing  d o l l a r s  
as  the s t anda rd  m e a s u r e .  So, you see ,  f i nanc i a l  i n v e n t o r y  accoun t ing  
is  i n t e g r a t e d  with i t em account ing .  The s a m e  p r i n c i p l e s  for  supply  
con t ro l  apply  now as before  the e s t a b l i s h m e n t  of f i nanc i a l  con t ro l .  

The f i r s t  s tep  Ln e s t a b l i s h i n g  f inanc ia l  i n v e n t o r y  accoun t ing  is  to 
d e t e r m i n e  logica l  g roupings  of i t ems ;  that  i s ,  to b r i ng  t oge the r  a l l  the 
f lags  and pennants  into a s i n g l e  groupingm al l  heavy  a r t i l l e r y  into a 
s ing le  grouping,  and a l l  types  of d ry  b a t t e r i e s  into a s ing le  grouping .  
We r e f e r  to t hese  groupings  as  c a t e g o r i e s .  This  r educes  the magn i tude  
of one mi l l i on  i t e m s  to about 350 groups  of i t e m s .  

The next  s tep  is to e s t a b l i s h  a un i fo rm s t anda rd  p r i c i n g  s y s t e m  and 
a s t anda rd  p r i c e  for  each i t em.  The do l la r  is  used as  a y a r d s t i c k  to 
m e a s u r e  quan t i t i e s  and ac t i v i t y  within each ca t ego ry .  

Then the next  s tep  is  to des ign  a logica l  method of p r e s e n t i n g  a 
s u m m a r y  of i n v e n t o r i e s  and i nven to ry  ac t iv i ty .  Two r e p o r t s  have  been  
des igned  for  th is  pu rpose .  The f i r s t  is ca l led  a " S t a t e m e n t  of I n v e n t o r y  
T r a n s a c t i o n s .  " It r e f l e c t s  the do l l a r  va lue  of the  opening i nven to ry ,  
the i n c r e a s e s  and d e c r e a s e s  dur ing  the r e p o r t i n g  per iod;  and the c lo s ing  
inven to ry .  It is  p r e p a r e d  in total  by the t e c h n i c a l  s e r v i c e .  

E x a m p l e s  of some  t r a n s a c t i o n s  that  a r e  r e c o r d e d  th i s  way would 
be s a lvage  d i s p o s a l s ,  r e c e i p t s  f r o m  o r g a n i z a t i o n s ,  and r e t u r n s  to 
depots .  The l a t t e r  two r e f l e c t  the deg ree  to which supply  eche lons  
a r e  exchang ing  supp l i e s .  

This  f o r m  in t roduces  a method of con t ro l  for  supp l i es  in t r a n s i t  
be tween depots ,  s t a t i ons ,  and o v e r s e a  c o m m a n d s .  This ,  b y  the way, 
i s  the f i r s t  a t t empt  by which the value  of the s tock  in t r a n s i t  is  p icked 
up on an accoun t ing  fo rm.  

Now, the second r e p o r t  is  the "Supply M a n a g e m e n t  Repor t .  " This  
r e p o r t ,  as the n a m e  i m p l i e s ,  is in tended as  an aid in manag ing  supp l i e s .  
It is  that  s i m p l e .  It is p r e p a r e d  by ca t ego ry .  

4 
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The last step in establishing financial inventory accounting was 
to develop a method of accumulating the financial information for the 
reports. As most of you know, the Army engaged six prominent firms 
of public accountants; and through them the mechanics of doing the 
accounting were developed and were installed worldwide by I July 1954. 

Just a few words now about stock funds. 

As I see it, stock funding is essentially a method of funding for 
the replenishment of inventories. Financial inventory accounting is 
a system of accounting for supplies, whereas the stock fund is a method 
of financing. 

Both financial inventory accounting and stock funds use the same 
price and the same item groupings or categories as a point of depar- 
ture. The Statement of Inventory Transactions and the Supply Manage- 
ment Report are also byproducts of the stock fund accounting system. 

Now, to a n s w e r  the quest ion,  "Why stock f u n d s ? "  let  us r e v i e w  
for  a minu te  our past  funding p r o c e d u r e s  for p r o c u r e m e n t  of supp l i e s .  

Cha r t  1, page 6 . - - I n  the past ,  p r o c u r e m e n t  au thor i ty ,  based  upon 
an approved  p r o c u r e m e n t  budget,  has been given to the chiefs  of the 
t e c h n i c a l  s e r v i c e s .  Approp r i a t i ons  were  expended d i r e c t l y  to r e p l e n -  
i sh  depot s tocks .  Depots effected a f r ee  i s sue  to suppor t  bulk inven-  
t o r i e s  at  s t a t ion  level ,  and the s ta t ion  supply off icer  made a f r e e  i s s u e  
to the consuming  ac t iv i ty  or use r .  

Under this system of financing, the Army did not know the value 
of the investment in inventories or the dollar value of material issued 
to the user. As a result, the Army was exposed to criticism. We 
were accused of spending money appropriated to satisfy our peacetime 
materiel requirements for a given period, for items we stored in our 
depots and station warehouses, without actually placing them in use 
during that period. 

On the other hand, the Army was placed in the position of asking 
for dollars to sustain current requirements without being able to show 
the actual dollar consumption. And consumption is particularly sig- 
nificant in the case of common-use, |recurring-issue-type items. For 
this reason, these are the types of items capitalized under stock funds. 
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It i s  to the  advan t age  of al l  c o n c e r n e d  to e s t a b l i s h  a s e l f -  
p e r p e t u a t i n g  fund for  r e c u r r i n g - i s s u e - t y p e  i t e m s .  As a r e s u l t ,  the  
s tock  fund concep t  c a m e  into being.  A s tock  fund is  m e r e l y  a r e v o l v -  
ing fund e s t a b l i s h e d  to p r o v i d e  w o r k i n g  cap i t a l  to p r o c u r e ,  hold ,  and  
s e l l  c o m m o n - u s e  i t e m s .  

U n d e r  the  s t ock  fund concept ,  a p p r o p r i a t e d  funds  a r e  a l l o c a t e d  
and a l l o t t e d  to the  c o n s u m e r .  The c o n s u m e r  u s e s  t h e s e  funds  to pay 
the  s t ock  fund m a n a g e r  only for  s u p p l i e s  i s s u e d  for  use .  The  s t o c k  
fund m a n a g e r  m a y  use  the funds to r e p l e n i s h  the i n v e n t o r y .  

You wil l  p r o b a b l y  r e c o g n i z e  how th i s  s y s t e m  of funding  is  a cha l -  
l enge  to the  s tock  fund m a n a g e r .  He m u s t  r e a l l y  do a job of.~raerchan- 
d iz ing .  If he  i n v e s t s  h is  m o n e y  in supp l i e s  that  do not have  an a c t i v e  
d e m a n d ,  it fo l lows  that  he wil l  e v e n t u a l l y  run  s h o r t  of c a s h  to buy the  
th ings  his  c u s t o m e r s  need .  In c o m m e r c i a l  p r a c t i c e  th is  is c a l l e d  
" n a i l i n g  d o l l a r  b i l l s  to the s t ock  s h e l f . "  

The e x t e n s i o n  of s t o c k  funds to s t a t i on  l eve l  is  a p a r t i c u l a r l y  con-  
t r o v e r s i a l  s u b j e c t  at the  m o m e n t .  We a r e  jus t  c o m p l e t i n g  an eva lua -  
t ion of a t e s t  e x t e n s i o n  conduc ted  in T h i r d  A r m y .  S ince  the d e c i s i o n  
has  not ye t  b e e n  announced ,  I would p r e f e r  not to d i s c u s s  the  point  
f u r t h e r .  

We have  r o u g h l y  d e s c r i b e d  the  s i m i l a r i t y  b e t w e e n  s tock  funds and 
f i n a n c i a l  i n v e n t o r y  accoun t ing .  It g ives  r i s e  n a t u r a l l y  to the  ques t ion :  
"Is  t h e r e  d u p l i c a t i o n ? "  The a n s w e r  is: "No, t h e r e  is  n o t . "  

Stock funds  c o n s i s t  of two a c c o u n t i n g  e l e m e n t s .  That  i s ,  we 
accoun t  for  s t o c k  and we accoun t  for  funds .  F i n a n c i a l  i n v e n t o r y  
a c c o u n t i n g  is  the  " s t o c k "  pa r t  of s t o c k  funds .  When a s y s t e m  of 
a c c o u n t i n g  for  the  d o l l a r s  to r e p l e n i s h  the  s tock  is added  to the  f i nan -  
c i a l  i n v e n t o r y  accoun t ing ,  the r e s u l t  is a s t ock  fund a c c o u n t i n g  s y s t e m .  
Stock fund a c c o u n t i n g  wi l l  be  done  fo r  s tock  fund i t e m s ,  and f i n a n c i a l  
i n v e n t o r y  a c c o u n t i n g  wi l l  be done  for  n o n s t o c k  fund i t e m s .  

C h a r t  2j page  8 . - - T h i s  s e c o n d  cha r t ,  p r e p a r e d  as of 30 June  1955, 
r e f l e c t s  the  d o l l a r  va lue  of our  to ta l  i n v e n t o r y ;  s econd ,  that  p o r t i o n  of 
the  to ta l  i n v e n t o r y  that  is  funded with w o r k i n g  cap i t a l  funds;  and,  t h i r d ,  
the  cap i t a l  p o r t i o n  of the s tock  fund. This  f i gu re  i n c l u d e s  both i n v e n -  
t o r i e s  and cash .  
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You wi l l  n o t i c e  the  to t a l  c a p i t a l  of the Q u a r t e r m a s t e r  and  O r d -  
n a n c e  D i v i s i o n s  a r e  a p p r o x i m a t e l y  the  s a m e .  On the  o t h e r  hand ,  t h e r e  
is a s i g n i f i c a n t  d i f f e r e n c e  in the r a t i o  of i n v e n t o r i e s  to c a s h .  

If you wi l l  no te ,  O r d n a n c e  has  2 b i l l ion  680 m i l l i o n  d o l l a r s  w o r t h  
of s t o c k  fund i n v e n t o r y ,  w h e r e a s  t hey  have  only  2 b i l l i o n  777 m i l l i o n  
d o l l a r s  w o r t h  of c a p i t a l  of the  s tock  fund.  Thus  they  a r e  h e a v y  on 
i n v e n t o r y  and  l igh t  on c a s h .  T h e y  have  only  a p p r o x i m a t e l y  97 m i l l i o n  
d o l l a r s  w o r t h  of c a s h  on hand.  Q u a r t e r m a s t e r ,  on the  o t h e r  hand  h e r e ,  
has  1 b i l l i on  899 m i l l i o n  d o l l a r s  in s t o c k  fund i n v e n t o r y ,  and  a l m o s t  
a n o t h e r  b i l l i on  in c a p i t a l  of the s t o c k  f u n d - - 2  b i l l i on  727 m i l l i o n  d o l l a r s .  
T h e y  a r e  v e r y  l ight  on i n v e n t o r y  and  h e a v y  on c a s h .  

F r o m  t i m e  to t i m e  it is  n e c e s s a r y  to m a k e  a d j u s t m e n t s  w i th in  the  
s t o c k  fund .  S u r p l u s  c a s h  is d r a w n  off the  top in one  t e c h n i c a l  s e r v i c e  
and  p l a c e d  in r e s e r v e .  The  r e s e r v e  fund is a v a i l a b l e  f o r  o t h e r  d i v i s i o n s  
of the  fund when  r e q u i r e d .  

Thus  f a r  o u r  e x p e r i e n c e  has  b e e n  tha t  it is not  n e c e s s a r y  to r e p l a c e  
e v e r y t h i n g  we s e l l .  In o t h e r  w o r d s ,  we w e r e  o v e r s t o c k e d  when  we c a p i -  
t a l i z e d  the  i n v e n t o r y ,  and  we have  b e e n  ab le  to l ive  off the  she l f .  

C h a r t  3, page  1 0 . - - T h i s  c h a r t  is  a g r a p h i c  p o r t r a y a l  of i n f o r m a -  
t ion  t a k e n  f r o m  the  p e a c e t i m e  o p e r a t i n g  s tock  s e c t i o n  of the  Supply 
M a n a g e m e n t  R e p o r t  s u b m i t t e d  by ZI  A r m y  c o m m a n d e r s  fo r  the  p e r i o d  
end ing  30 J u n e  1955. 

On 30 J u n e  the  ZI  A r m y  c o m m a n d e r s  f o r e c a s t e d  the  n e e d  fo r  175 
m i l l i o n  d o l l a r s  w o r t h  of s u p p l i e s  fo r  the next  45 d a y s .  Th i s  f o r e c a s t  
is c a l l e d  a " s t o c k a g e  o b j e c t i v e . "  The  f o r e c a s t  can  be v e r i f i e d  by r e f e r -  
r i n g  to p a s t  e x p e r i e n c e .  In th i s  c a s e ,  s i n c e  the  f o r e c a s t  is  f o r  45 d a y s j  
the a v e r a g e  3 0 - d a y  i s s u e  shou ld  be abou t  116 m i l l i o n  d o l l a r s .  As you 
s e e ,  the i s s u e s  a r e  a v e r a g i n g  about  125 m i l l i o n  d o l l a r s .  T h i s  is  r e a -  
s o n a b l e  p r o o f  of a l e g i t i m a t e  f o r e c a s t .  

The  nex t  l o g i c a l  s t ep  is to c o m p a r e  what  is  n e e d e d  wi th  wha t  is 
on hand .  We f ind abou t  255 m i l l i o n  d o l l a r s  w o r t h  of s u p p l i e s  on hand .  
In a d d i t i o n ,  t h e r e  is  abou t  40 m i l l i o n  d o l l a r s  w o r t h  of u n s e r v i c e a b l e  
s t o c k  on hand ,  a l l  of wh ich  is r e p a i r a b l e  and is  s c h e d u l e d  fo r  r e p a i r .  

Dollarwise, there is ample stock to meet the forecast. 
there appears to be too much stock. 

In fact, 
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There is one other element we have not yet discussed. This is 
called the "requisitioning objective" and represents the quantity au- 
thorized to be on hand and on order. The stockage objective includes 
a 30-day operating level and a 15-day safety level. The requisitioning 
objective also includes the order and shipping time necessary to main- 

tain the 45-day stockage objective. The difference between the stock- 
age objective and the requisitioning objective gives the supply officer 
room to maneuver. He is not criticized unless the total on hand and 
on order exceeds the requisitioning objective. Even then, unless an 
excess on hand represents more than 30 days supply, he is allowed to 
attrite it. 

With that background, we can conclude the quantity on hand is 5 mil- 
lion dollars more than is desirable to be both "on hand" and "on order." 

The next  q u e s t i o n  is:  "Do the  s u p p l i e s  on hand r e p r e s e n t  what  the  
c u s t o m e r  is c a l l i ng  f o r ? "  To d e t e r m i n e  the a n s w e r ,  we e x a m i n e  the  
o n - o r d e r  and d u e s - o u t .  T h e s e  f i g u r e s  n e e d  s o m e  qua l i f i c a t i on .  Be -  
c a u s e  the  d u e s - o u t  e x c e e d  the s t o c k a g e  ob jec t ive ,  at  f i r s t  g l a n c e  v i r -  
tua l ly  e v e r y t h i n g  on hand is  the w r o n g  kind of s u p p l i e s .  

At station level, we stock items only when there are at least three 
demands in 180 days. For all other items, the supply officer submits 
requisitions to the depot only when he first has a demand placed upon 
him. 

In addition, most of the high-value items are controlled and are 
handled in the same manner. As a result, there is always a high dollar 
value dues- out and on- order. 

The difference between the two can be accepted as supplies on order 
to fill the gaps in the regularly-stocked items. In this case, this rep- 
resents about 20 million dollars worth of supplies. 

When this is added to what is on hand, it leads to the conclusion 

that the Armies are overstocked in an amount equivalent to i0 to 15 
days of supply. 

Now, I th ink  th is  c h a r t  i l l u s t r a t e s ,  as wel l  as  any th ing ,  that  
f i n a n c i a l  i n v e n t o r y  a c c o u n t i n g  has  not changed  the  p r i n c i p l e s  of supp ly .  
We have  a lways  m a d e  i t e m  s t u d i e s  us ing  t h e s e  s a m e  e l e m e n t s .  F i n a n -  
c ia l  i n v e n t o r y  a c c o u n t i n g  s i m p l y  p r e s e n t s  t h e s e  data  in s u m m a r y  f o r m .  
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This  c h a r t  is  a s u m m a r i z a t i o n  of a l l  t e c h n i c a l  s e r v i c e  s t o c k s  in  the  
c o n t i n e n t a l  Un i t ed  S ta tes  s t a t i o n s  which  a r e  u n d e r  f i n a n c i a l  i n v e n t o r y  
accoun t ing .  

A s i m i l a r  s u m m a r y  can  be m a d e  by A r m y  a r e a ,  by t e c h n i c a l  s e r v -  
i c e  wi th in  the  A r m y  a r e a ,  by i n s t a l l a t i o n ,  or  by c a t e g o r y ,  at  any  
e c h e l o n .  F o r  the  f i r s t  t i m e  it p e r m i t s  us to get  a f i r m  g r a s p  of the  
i n v e n t o r y  pos i t i on .  

The  nex t  s e r i e s  of c h a r t s  that  I wil l  show you in a few m o m e n t s  
shows  a c o m p a r i s o n  of the  t o t a l . i s s u e s  fo r  the  f i s c a l  y e a r  1955 wi th  
the  c l o s i n g  i n v e n t o r y  on 30 June  1955. 

In a d d i t i o n  to the  p e a c e t i m e  o p e r a t i n g  s t o c k  and m o b i l i z a t i o n  
r e s e r v e ~  the  i n v e n t o r y  f i g u r e s  i n c l u d e  i t e m s  in  long supply .  We f u r -  
t h e r  i d e n t i f y  our  l o n g - s u p p l y  i t e m s  as  e i t h e r  e c o n o m i c  r e s e r v e ,  con -  
t i n g e n c y  r e s e r v e ,  or  e x c e s s .  

The  e c o n o m i c  r e s e r v e  con ta ins  i t e m s  fo r  which  t h e r e  is a f o r e -  
s e e a b l e  d e m a n d  wi th in  a g iven  p e r i o d .  F o r  i n s t a n c e ,  you m a y  be  
c l o s i n g  out t h e a t e r  s t o c k s .  Many s u p p l i e s  m i g h t  be  l e a v i n g  the  t h e -  
a t e r  that  can  be used  e l s e w h e r e .  We ca l l  t h ings  l ike  that  e c o n o m i c  
r e s e r v e s .  

The  cos t  of r e p l a c e m e n t  i s  r e l a t e d  to h o l d i n g  c o s t s  in  e s t a b l i s h i n g  
an e c o n o m i c  r e s e r v e .  In o t h e r  w o r d s ,  i f  i t  c o s t s  one d o l l a r  to r e t a i n  
the  i t e m  f o r  two y e a r s ,  and  i t  a l s o  c o s t s  one d o l l a r  to r e p l a c e  the  i t e m ,  
we would  r e t a i n  up to a t w o - y e a r  supply ,  p r o v i d i n g  it  is in long  supply .  
Any r e m a i n i n g  p o r t i o n  would  be r e p o r t e d  as  e x c e s s .  

The  c o n t i n g e n c y  r e s e r v e  a p p l i e s  only  to m i l i t a r y - t y p e  i t e m s  in  long  
supply .  B e c a u s e  they  a r e  p u r e l y  m i l i t a r y - t y p e  i t e m s ,  t h e r e  is  a l i m i t e d  
or  n o n e x i s t e n t  m a r k e t  fo r  d i s p o s a l .  R a t h e r  than  g ive  t h e m  away,  t hey  
a r e  h e l d  fo r  u se  in the  even t  of m o b i l i z a t i o n .  

C h a r t  4, page  13. - - N o w ,  b e c a u s e  of the  l i m i t e d  t i m e ,  I h a v e  p r e -  
s e n t e d  a l l  the  a s s e t s  in one l u m p  f i g u r e .  They  wi l l  undoub ted ly  b r i n g  
s o m e  q u e s t i o n s  to m i n d .  That  is  r e a l l y  the  po in t  of s h o w i n g  t h e m  to 
you. My p u r p o s e  is  to show how f i n a n c i a l  da ta  c a u s e  the  l o g i s t i c i a n  
to q u e s t i o n  the  supp ly  o p e r a t i o n .  

12 
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C H A R T  4 

C O M P A R I S O N  OF S U P P L I E S  TO 

SIGNAL 

(MILLIONS OF DOLLARS~ 

D E M A N D  

INVENTORY AS OF JUNE 1955 

FY 55 ISSUES 

ZI 
DE POTS 

1 , 1 8 0  

367 

O'SEAS 

236 

86 

ZI 
STATIONS 

I 5  

67 

APPROXIMATE ANNUAL RATE OF INVENTORY TURN-OVER.  

• ZI D E P O T S -  ONE TIME EVERY 3 YEARS 

• O V E R S E A S  - -  ONE T IME EVERY 3 YEARS 

• ZI S T A T I O N S - -  4 1/2 T IMES PER YEAR 
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A few  o t h e r  p o i n t s  in  r e l a t i o n  to the  c h a r t s .  T h e  ZI  d e p o t  p e a c e -  
t i m e  o p e r a t i n g  s t o c k  is  9 m o n t h s .  F o r  o v e r s e a s  t h e a t e r s  i t  i s  6 m o n t h s .  
F o r  ZI  s t a t i o n s  i t  is  2 -112  to  3 m o n t h s .  T h e  t u r n o v e r  r a t e  f o r  p e a c e -  
t i m e  o p e r a t i n g  s t o c k  ha s  no t  b e e n  a p r o b l e m .  T h e  r e d u c t i o n  of t h e  
i t e m s  in l o n g  s u p p l y  is  a p r o b l e m .  

Now,  I a m  g o i n g  to  s h o w  you  s e v e n  c h a r t s ,  and  I wan t  to  t a lk  
b r i e f l y  a b o u t  e a c h  c h a r t .  

You will note on this particular chart, which is Signal, that they 
show an inventory as of June 1955, in the ZI depots of 1 billion 180 mil- 
lion dollars, and that during that same period, or in 1955j they issued 
367 million dollars worth of inventory. So in effect the rate of turn- 
over in the ZI depots is once every three years. 

Now, in  t h e i r  o v e r s e a s  i n v e n t o r y  t h e y  s h o w  236 m i l l i o n  d o l l a r s .  
T h e y  i s s u e d  d u r i n g  t ha t  p a r t i c u l a r  y e a r  86 m i l l i o n  d o l l a r s .  So in 
e f f e c t  t h e y  h a d  a t u r n o v e r  d o l l a r w i s e  o n c e  e v e r y  t h r e e  y e a r s  a l s o .  

In the ZI stations with 15 million dollars of inventory they had 
67 million dollars being issued. They showed a rate of turnover of 
four and a half times a year. Very good dollarwise. 

C h a r t  5, p a g e  1 5 . - - T h e  E n g i n e e r s  s h o w e d  an  i n v e n t o r y  of 846 m i l -  
l i on  d o l l a r s  in  t he  ZI  d e p o t s ,  wi th  225 m i l l i o n  d o l l a r s  b e i n g  i s s u e d ;  an  
i n v e n t o r y  t u r n o v e r  o n c e  e v e r y  f o u r  y e a r s .  T h e y  had  558 m i l l i o n  d o l l a r s  
o v e r s e a s ,  w i th  112 m i l l i o n  d o l l a r s  i s s u e d ,  o r  an  i n v e n t o r y  t u r n o v e r  
o n c e  e v e r y  f ive  y e a r s .  In t he  ZI  s t a t i o n s  t he  r a t i o  i s  30 m i l l i o n  d o l l a r s  
to  95 m i l l i o n  d o l l a r s ,  o r  t h r e e  t i m e s  p e r  y e a r .  

T h a t  i s  a r e m a r k a b l e  i m p r o v e m e n t  o v e r  wha t  i t  w a s .  Bu t  t h e r e  
is  a lo t  of w o r k  a h e a d .  

I would like you to recall the tremendous problem the Engineers 
have. Remember, they bought up anything that would move earth for 
the Korean War, and behind it was a mass of spare parts for the 
varied types of equipment. After that war was over, there remained 
the equipment, because the damned stuff simply doesn't wear out any- 
where near where you can control it. I told General Baker many times, 
"I think they're putting back carbide headlights on some of these 
items." But it is not true. This proves that I am wrong. This shows 
they are right. They have a substantial supply improvement program. 
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C O M P A R I S O N  OF S U P P L I E S  T O  

ENGINEERS 

(M ILL IONS OF DOLLARS) 

D E M A N D  

INVENTORY AS OF JUNE 1955 

F Y  55 ISSUES 

Z! 
DE POTS 

846 

225 

OVSEAS 

558 

112 

ZI 
STATIONS 

30 

95 

A P P R O X I M A T E  ANNUAL RATE OF INVENTORY T U R N - O V E R .  

i ZI D E P O T S - -  ONE T I M E  EVERY 4 YEARS 

l OVERSEAS - -  ONCE EVERY 5 YEARS 

l ZI S T A T I O N S - -  3 T IMES PER YEAR 
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0 i92 

C h a r t  6, page  1 7 . - - I n  T r a n s p o r t a t i o n  t h e y  h a v e  an i n v e n t o r y  in  
the  ZI depo t s  of 441 m i l l i o n  d o l l a r s .  T h e y  i s s u e d  36 m i l l i o n  d o l l a r s .  
The  t u r n o v e r  is  once  e v e r y  12 y e a r s .  O v e r s e a s  it was 69 m i l l i o n  
d o l l a r s  v e r s u s  29 m i l l i o n  d o l l a r s ,  and  in the  ZI s t a t i o n s  9 m i l l i o n  
d o l l a r s  v e r s u s  78 m i l l i o n  d o l l a r s .  V e r y  good.  

What  does  th i s  s h o w ?  An a r e a  of q u e s t i o n i n g ?  Yes ,  s i r .  T h e y  
have  a v e r y  h e a v y  i n v e n t o r y  f l o a t i n g  at  C h a r l e s t o n  and Rio Vi s t a  and 
B e a v e r ,  I b e l i e v e ,  on the  W e s t  Coas t .  So d o l l a r w i s e  th i s  g i v e s  you 
an e r r o n e o u s  p i c t u r e  of the  t u r n o v e r  of the  T r a n s p o r t a t i o n  i t e m s .  

But  it m a k e s  you look.  It m a k e s  the  Ch ie f  of the  T r a n s p o r t a t i o n  
Off ice  g e t  out and s e e  e b e c a u s e  he is  v e r y  m u c h  i n t e r e s t e d  in how 
m u c h  of tha t  s tuff  tha t  is  f l o a t i n g  it  is  w o r t h  wh i l e  to r e t a i n .  He has  
a l r e a d y  done  i t  t h i s  y e a r .  They  c a m e  b a c k  wi th  a v e r y  f ine  r e p o r t  on 
the  t h ings  he is  t a k i n g  a c t i o n  on. 

C h a r t  7, page  1 8 . - - T h i s  is  Q u a r t e r m a s t e r .  Two b i l l i o n  d o l l a r s  
v e r s u s  one b i l l i o n  d o l l a r s .  The  t u r n o v e r  is  once  e v e r y  2 y e a r s .  O v e r -  
s e a s  587 m i l l i o n  d o l l a r s  v e r s u s  622 m i l l i o n  d o l l a r s ,  once  e v e r y  y e a r .  
ZI s t a t i o n s  84 m i l l i o n  d o l l a r s  v e r s u s  408 m i l l i o n  d o l l a r s ,  5 t i m e s  a 
y e a r .  Looks  f ine .  It shou ld  be  f ine .  T h e y  h a n d l e  c o m m e r c i a l - t y p e  
i t e m s .  If t hey  s t o c k  and  s t o r e  that  s tuff  f o r  y e a r s  on end~ it  i s  bad 
b u s i n e s s .  Th is  shows  what  i t  shou ld  s h o w - - a  good t u r n o v e r  d o l l a r -  
w i s e .  

C h a r t  8, page  1 9 . - - T h i s  one i s  C h e m i c a l .  Th is  is  388 m i l l i o n  
d o l l a r s  v e r s u s  20 m i l l i o n  d o l l a r s ,  o r  a t u r n o v e r  once  e v e r y  19 y e a r s .  
I b e l i e v e  the  l a s t  y e a r  i t  s h o w e d  once  in e v e r y  35 y e a r s .  So i m p r o v e -  
m e n t  is  b e i n g  m a d e  jus t  on the  d o l l a r  s ign .  

But  l e t ' s  look at  th i s  a b i t .  As soon  as  the  f l ag  of i n t e r e s t  was 
r a i s e d j  s t o r a g e  a n a l y s t s  went  r i g h t  t h r o u g h  the  r e c o r d s ,  and  what  did 
t h e y  f ind?  They  found t h e y  w e r e  s t o r i n g  m a n y  types  of old b o m b s ,  the  
m u s t a r d - t y p e  of s tuff ,  A i r  F o r c e  b o m b s .  T h e r e  a r e  lo t s  of o t h e r  
r e a s o n s  tha t  would  c h a n g e  th is  p i c t u r e .  It i n d i c a t e s ,  h o w e v e r ,  tha t  
t h e r e  is  a n e c e s s i t y  to pu r i fy  s o m e  of the  s tuff  that  t h e y  s tock .  

If p e r c h a n c e  t h e r e  e x i s t s  a s i t u a t i o n  s i m i l a r  to  l a s t  y e a r s  e x p e r i -  
e n c e ,  when  C h e m i c a l  had  wing t anks  in  s t o r a g e  at  the  M e m p h i s  G e n e r a l  
Depot  fo r  a i r p l a n e s  tha t  w e r e  o b s o l e t e d  out of the  s y s t e m  in 1946, 
t h e r e  is  s o m e  a c t i v i t y  of e x c e s s i n g  tha t  shou ld  t a k e  p l ace .  At any  
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C H A R T  6 

C O M P A R I S O N  OF S U P P L I E S  T O  D E M A N D  

TRANSPORTATION 

( 'MILLIONS OF DOLLARS~ 

INVENTORY AS OF JUNE 1955 

FY 55 ISSUES 

Zl 
D E P O T S  

441 

36 

O'SEAS 

69 

29 

ZI 
STATIONS 

78 

APPROXIMATE ANNUAL RATE OF INVENTORY TURN- .OVER:  

• Zl  D E P O T S -  ONE T IME EVERY ! 2 YEARS 

• O V E R S E A S  - -  ONE T I M E  EVERY 2 YEARS 

• ZI S T A T I O N S -  9 T IMES PER YEAR 
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CHART 7 

C O M P A R I S O N  OF S U P P L I E S  T O  D E M A N D  

QUARTERMASTER 
(MILLIONS OF DOLLARS) 

INVENTORY AS OF JUNE 1955 

FY 55 iSSUES 

Zl  
DE POTS 

2, 093 

1,047 

OISEAS 

587 

622 

Z1 
STATIONS 

84 

408 

APPROXIMATE ANNUAL RATE O F I N V E N T O R Y  TURN- -OVE~  

• Zl DEPOTS- -  ONE T IME EVERY TWO YEARS 

• OVERSEAS- -  ONCE EACH YEAR 

• Zl  S T A T I O N S - -  5 T IMES PER YEAR 
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CHART 8 

C O M P A R I S O N  OF S U P P L I E S  T O  

CHEMICAL 

(M ILL IONS OF DOLLARS~ 

D E M A N D  

INVENTORY AS OF JUNE 1955 

FY  55 ISSUES 

ZI 
DEPOTS 

3 8 8  29 

20 11 

O V S E A S  

ZI 
STATIONS 

6 

APPROXIMATE ANNUAL RATE OF INVENTORY TURN--OVER. 

• Zi  D E P O T S - -  ONE T IME EVERY 19 YEARS 

• O V E R S E A S  - -  ONE T IME EVERY 3 YEARS 

• Z I  S T A T I O N S  - -  3 T IMES PER YEAR 
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r a t e ,  t h i s  would  i n d i c a t e  the p u r s u i t  by C h e m i c a l ,  I b e l i e v e ,  of s o m e  
v i g o r o u s  p u s h i n g  to get  out t h ings  tha t  a r e  not  n e e d e d .  If t h e y  a r e  
o l d - t y p e  s tuff ,  out t hey  go. If t hey  a r e  u s e f u l  t h i n g s ,  in t h e y  s tay;  
and  it is  we l l  t hey  shou ld  be t h e r e .  But,  as  I say+ I th ink  tha t  p e r -  
haps  I wi l l  be l ook ing  a t  tha t  nex t  r e p o r t  tha t  is  due  nex t  w e e k  wi th  
s o m e  i n t e r e s t .  

C h a r t  9, page  2 1 . - - I n  M e d i c a l ,  231 m i l l i o n  d o l l a r s  v e r s u s  36 m i l -  
l ion  d o l l a r s .  Once  e v e r y  6 y e a r s  of t u r n o v e r .  O v e r s e a s  42 m i l l i o n  
d o l l a r s  v e r s u s  21 m i l l i o n  d o l l a r s .  V e r y  good.  ZI 2 m i l l i o n  d o l l a r s  
v e r s u s  12 m i l l i o n  d o l l a r s ,  6 t i m e s  a y e a r .  

L e t ' s  s e e .  What  d o e s  th is  m e a n ?  It m e a n s  t h e y  have  in t h e i r  
d e p o t s ,  t e n t a g e ,  d e n t i s t  c h a i r s ,  t y p e s  of t h ings  tha t  would  s i t  t h e r e .  
And th i s  i s n ' t  too bad.  T h e y  a r e  r e q u i r e d ,  a s  you know,  to k e e p  
t h i n g s  on hand  fo r  e m e r g e n c y  i s s u e ,  to r u n  a t r a i n  out in  j u s t  a s h o r t  
p e r i o d  of t i m e ,  e a c h  c a r  m a r k e d  as  c o n t a i n i n g  t h e s e  t h i n g s .  T h e y  h a v e  
t h e m  a l l  b r o k e n  down.  Tha t  would  be one  r e a s o n  why t h e y  wou ld  have  
a h e a v y  i n v e n t o r y .  It is  not  n e a r l y  as  bad as  one  would  th ink  f r o m  the  
c o m m e n t s  one h e a r s  f r o m  p e o p l e  tha t  d o n ' t  know v e r y  m u c h  about  ou r  
i n v e n t o r y .  

O v e r s e a s  42 m i l l i o n  d o l l a r s  v e r s u s  21 m i l l i o n  d o l l a r s ,  once  e v e r y  
2 y e a r s .  V e r y  good.  Two m i l l i o n  d o l l a r s  v e r s u s  12. E x c e l l e n t .  Tha t  
is  l o g i c a l .  Tha t  would  be  the  type  of s tu f f  t h e y  have  to k e e p  on the 
s h e l f - - c o u g h  s y r u p ,  a s p i r i n  table ts~  and s u c h .  Good t u r n o v e r .  

C h a r t  10, page  2 2 . - - T h e  nex t  c h a r t  is  O r d n a n c e .  E l e v e n  b i l l i on  
d o l l a r s  of i n v e n t o r y  in the  ZI ,  1 b i l l i on  927 m i l l i o n  d o l l a r s  . Once  
e v e r y  5 y e a r s .  O v e r s e a s ,  2 b i l l i on  374 m i l l i o n  d o l l a r s  v e r s u s  878 
m i l l i o n  d o l l a r s .  Once  e v e r y  3 y e a r s  of t u r n o v e r .  ZI  s t a t i o n s ,  242 
m i l l i o n  d o l l a r s  v e r s u s  844 m i l l i o n  d o l l a r s .  T h r e e  and  a ha l f  t i m e s  
p e r  y e a r  of t u r n o v e r .  Not  bad .  Th i s  is  a l l  t y p e s  of m a t e r i a l  tha t  
t h e y  h a n d l e - - a m m u n i t i o n ,  t a n k s ,  a l l  s o r t s  of t h i n g s ,  tha t  s i t  f o r  
p e r i o d s  a t  a t i m e .  L o o k s  p r e t t y  good.  

When  you i s o l a t e  an  a r e a  in O r d n a n c e ,  you  f ind y o u r s e l f  b e c o m -  
ing  an e n t h u s i a s t  in the  p u r s u i t  of supp ly  p r o b l e m s .  It s e e m s  to  m e  
tha t  t h e r e  is  a v a s t  f i e ld  in the v a r i o u s  t y p e s  of O r d n a n c e ;  and  th i s  
s h o w s  tha t  t h e y  h a v e  a p r e t t y  f a i r  t u r n o v e r .  D o l l a r w i s e ,  th i s  looks  
p r e t t y  good.  
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C H A R T  9 

C O M P A R I S O N  OF S U P P L I E S  T O  

MEDICAL 

(MILL IONS OF DOLLARS)  

D E M A N D  

INVENTORY AS OF JUNE 1955 

FY  55 ISSUES 

Zl 
DEPOTS 

231 

36 

O ' S E A S  

42 

21 

Zl 
STATIONS 

12 

APPROXIMATE ANNUAL RATE OF INVENTORY TURN--OVER 

t ZI DEPOTS--  ONE T IME EVERY 6 YEARS 

• O V E R S E A S - -  ONE T IME EVERY 2 E A R S  

• ZI S T A T I O N S -  6 T I M E S  PER YEAR 
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CHART 10 

C O M P A R I S O N  O F  S U P P L I E S  T O  D E M A N D  

ORDNANCE 

(MILLIONS OF DOLLARS) 

ZI 
DEPOTS 01SEAS 

INVENTORY AS OF JUNE 1955 

FY  55 ISSUES 

ZI 
STATIONS 

11,085 2o 374 

1,927 878 

242 

844 

APPROXIMATE ANNUAL RATE OF INVENTORY TURN--OVER. 

• Z l  D E P O T S -  ONE T IME EVERY 5 YEARS 

• OVERSEAS --  ONE T IME EVERY 3 YEARS 

• Z!  S T A T I O N S - -  3 1/2 T IMES PER YEAR 
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It goes  wi thout  say ing ,  the o b j e c t i v e  of al l  t e c h n i c a l  s e r v i c e s  
for  the next  f i s c a l  y e a r  wil l  be to i den t i fy  and d i s p o s e  of the  s u r p l u s  
and i m p r o v e  the  r a t e  of t u r n o v e r ,  p a r t i c u l a r l y  in the ZI depo t  s y s t e m  
and o v e r s e a  c o m m a n d s .  

You may be interested in how these data are assembled. The 
scheme for putting financial inventory data together is something like 
this: 

I. Posts, camps, and stations prepare financial reports by 
technical service and submit them to Army commanders. 

2. Army commanders consolidate the station reports and submit 
them to Deputy Chief of Staff for Logistics. The Department of the 
Army does not receive the individual station reports. That is a good 
point. For the first time we are keeping down at various levels re- 
ports that should be kept down, and not getting mountains of things up 
here to help us reach a solution that a summary should give us at our 
level. 

3. Army commanders send a copy of the consolidated station 
report to the appropriate technical service chief. The technical serv- 
ice chief can then prepare a consolidated report of all stock of his 
particular service which is located in continental United States stations. 

4. The technical service chiefs prepare a separate consolidated 
report of all supplies located in the continental United States depot 
system. 

5. The oversea commanders submit consolidated reports, by 
technical service, to the Department of the Army. 

The net result of all of this is that inventories can be identified, 
for purposes of management, by technical service within each com- 
mand. 

Now, stock fund reporting is accomplished on a branch office- 
home office arrangement. A branch is any installation holding inven- 
tories capitalized under a stock fund. Branches report to home offices. 
The home offices are the offices of the chiefs of the technical services 
and their supply control points. 
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In  t h e  p a s t  y e a r  w e  e x t e n d e d  f i n a n c i a l  i n v e n t o r y  a c c o u n t i n g  to  24 
a d d i t i o n a l  c o n t i n e n t a l  U n i t e d  S t a t e s  s t a t i o n s .  We n o w  h a v e  85 p e r c e n t  
of  t h e  s t a t i o n  i n v e n t o r y  u n d e r  f i n a n c i a l  c o n t r o l .  A l l  of  t h e  c o n t i n e n t a l  
U n i t e d  S t a t e s  a n d  o v e r s e a  d e p o t s  w e r e  u n d e r  f i n a n c i a l  i n v e n t o r y  a c -  
c o u n t i n g  a y e a r  a g o .  T h e  s t o c k  f u n d  h a s  b e e n  e x t e n d e d  to  a l l  o v e r s e a  
d e p o t s ,  e x c e p t  t h o s e  on  O k i n a w a  a n d  in  I t a l y  a n d  K o r e a .  T h e  s t o c k  
f u n d  h a s  a l s o  b e e n  e x t e n d e d  to  a l i m i t e d  n u m b e r  of  c o n t i n e n t a l  U n i t e d  
S t a t e s  s t a t i o n s  on  a t e s t  b a s i s .  

O u r  p r i n c i p a l  e f f o r t  t h i s  p a s t  y e a r ,  a n d  o u r  g o a l  f o r  t h e  n e x t  y e a r ,  
i s  r e f i n e m e n t  of  d a t a  r e p o r t e d  in  t e r m s  of  d o l l a r s .  F o r  e x a m p l e ,  o u r  
i n i t i a l  r e p o r t i n g  f o r m a t s  p r o v e d  to  be  i n a d e q u a t e .  In  A p r i l  w e  i n t r o -  
d u c e d  a n e w  f o r m a t  t h a t  i s  a m a j o r  i m p r o v e m e n t .  U n i f o r m  s t o c k  f u n d  
r e p o r t i n g  r e q u i r e m e n t s  w e r e  p u b l i s h e d  a t  m i d - y e a r .  B y  n e x t  J u l y  w e  
w i l l  h a v e  a n  i m p r o v e d  c a t e g o r y  s t r u c t u r e .  A n d ,  o f  c o u r s e ,  we  a r ~  
a l w a y s  s t r i v i n g  f o r  s i m p l i c i t y  a n d  a c c u r a c y .  

We are frequently asked the question: "What will happen to finan- 
cial management in ease of war?" This, of course, is a difficult ques- 
tion, because the full financial management plan has not yet been im- 
plemented in peacetime. The wartime application is contingent upon 
an evaluation of the peacetime operation. War does not diminish the 
need for sound management. 

Of c o u r s e ,  f i n a n c i a l  d a t a  m u s t  do  m o r e  t h a n  t e l l  u s  h o w  m u c h  t h e  
w a r  c o s t .  I t  m u s t  b e  p r o v e n  a s  a n e c e s s a r y  c o n t r o l  o f  r e s o u r c e s .  T h e  
D e p u t y  C h i e f  o f  S t a f f  f o r  L o g i s t i c s  a n d  t h e  C o m p t r o l l e r  o f  t h e  A r m y  
h a v e  a p p o i n t e d  a c o m m i t t e e  t o  p r e p a r e  a p o s t - M - D a y  f i n a n c i a l  m a n a g e -  
m e n t  p l a n .  Y o u  m a y  b e  s u r e  t h e  w o r k  of  t h i s  c o m m i t t e e  w i l l  be  c a r e -  
f u l l y  r e v i e w e d  p r i o r  t o  a p p r o v a l .  

I have been asked to comment on the relative value of financial 
data at each echelon. Financial data have proven beneficial at all 
points of input. In other words, the man that controls the flow of 
supplies into a command or installation is the man that controls the 
inventory. The key points are depot supply control points and supply 
control officers at station level. Financial data provide someone be- 
sides the operator with knowledge of the inventory. At Department of 
the Army level, I can now ask the technical service chiefs questions 
that formerly only they could ask themselves. 
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F o r  e x a m p l e ,  d o l l a r  d a t a  h i g h l i g h t e d  p e r f o r m a n c e  w e a k n e s s e s  
in  o u r  i t e m  a c c o u n t i n g  s y s t e m .  T h e  f i r s t  f e w  f i n a n c i a l  r e p o r t s  i n d i -  
c a t e d  a h i g h  r a t e  of  p h y s i c a l  i n v e n t o r y  g a i n s  a n d  l o s s e s .  T h i s  r e p -  
r e s e n t s  a d j u s t m e n t s  b e t w e e n  t h e  i t e m  s t o c k  c o n t r o l  r e c o r d s  a n d  t h e  
q u a n t i t i e s  p h y s i c a l l y  on  h a n d .  S i n c e  t h e  i t e m  s t o c k  c o n t r o l  r e c o r d  i s  
t h e  v e r y  h e a r t  o f  t h e  s u p p l y  s y s t e m ,  t h i s  l ed  to  a n  i n v e s t i g a t i o n  of  
i n t e r n a l  d e p o t  o p e r a t i n g  p r o c e d u r e s .  S u r v e y s  i n d i c a t e d  t h a t  i n  s o m e  
i n s t a n c e s  t h e  p h y s i c a l  c o u n t  v a r i e d  s u b s t a n t i a l l y  f r o m  t h e  r e c o r d e d  
b a l a n c e .  W h e n  t h e  e r r o r  f a v o r e d  t h e  s t o c k  c o n t r o l  c a r d ,  we  w e r e  
d e p e n d i n g  on  a n  a s s e t  t h a t  d id  n o t  e x i s t .  W h e n  t h e  e r r o r  w a s  in  f a v o r  
of  t h e  p h y s i c a l  c o u n t ,  we  w e r e  b u y i n g  w h e n  we h a d  u n r e c o r d e d  i t e m s  
on h a n d .  A s  a r e s u l t  o f  t h e  s u r v e y ,  we  h a v e  p l a c e d  a d d e d  e m p h a s i s  
on  i t e m  s t o c k  c o n t r o l .  

The June 1955 reports indicated that 45 percent of the electrical 
appliance inventory was unserviceable. The Chief of Engineers con- 
ducted item studies to identify the items for which a requirement ex- 
isted and scheduled them for repair during the first half of fiscal year 
1956. 

Of course, the management of peacetime operating stock is only 
part of the problem. 

Financial data have raised a question which is of particular concern 
to the arms officer, namely: "Is the Army inventory a modern inven- 
tory?" Dollar data gained some staunch support from the tactical side 
of the Army when they began to reveal the obsolescent factor. 

F o r  e x a m p l e ,  we  c a n  n o w  r e l a t e  p l a n  c h a n g e s  a n d  a d j u s t m e n t s  to  
t h e  c h a n g e s  in  m o b i l i z a t i o n  r e s e r v e  s t o c k s .  In  o t h e r  w o r d s ,  w h e n  
p l a n s  c h a n g e ,  w e  c a n  t e l l  w h e n  t h e  i m p u l s e  s t r i k e s  t h e  r e s e r v e  m a t e -  
r i a l  p r o g r a m .  T h e  c h a n g e  in  r e q u i r e m e n t s  c a n  be  d e t e c t e d ;  a n d ,  f o l -  
l o w i n g  t h a t ,  t h e  c h a n g e  in  t h e  b u i l d - u p  c a n  be  d e t e c t e d .  

We a r e  a l s o  a t t e m p t i n g  to  w o r k  ou t  a n o r m a l  o b s o l e s c e n t  f a c t o r .  

In fiscal year 1954 the Army excessed 310 million dollars worth 
of unused ammunition. In fiscal year 1955 the amount was 552 million 
dollars worth of unused ammunition. These figures include Air Force 
bombs and some Navy ammunition, as well as Army excesses. Initial 
studies indicate we must excess a certain percentage of the ammuni- 
tion each year in order to maintain a usable inventory. By "usable" I 
mean ammunition manufactured for the times. 
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This  i n f o r m a t i o n  i n v i t e s  f u r t h e r  q u e s t i o n i n g .  One i m m e d i a t e l y  
w o n d e r s  what  k ind  of a m m u n i t i o n  it is  we a r e  e x c e s s i n g .  Is i t  a m -  
m u n i t i o n  we shou ld  be u s i n g  in t r a i n i n g ?  T h r o u g h  what  chdnne l  is  it 
be ing  d i s p o s e d  of? That  i s ,  is it e a r m a r k e d  fo r  our  a l l i e s ,  o r  is it 
be ing  so ld  t h r o u g h  n o r m a l  s u r p l u s  c h a n n e l s ?  

The June  1955 r e p o r t s  r e f l e c t e d  a long supply  of l and ing  c r a f t s .  
Th is  r a i s e d ' a  q u e s t i o n  as  to s e r v i c e a b i l i t y .  A r e  they  old and d e t e r i -  
o r a t e d ,  and shou ld  they  be e x c e s s e d ?  

Since  d o l l a r  data  b r i n g  t h e s e  q u e s t i o n s  to m i n d  at D e p a r t m e n t  of 
the  A r m y  l e v e l ,  a n a t u r a l  thought  is: "How a r e  d o l l a r  data  Used at  
depo t  l e v e l ? "  

Well ,  th is  is a p r o b l e m  of e d u c a t i o n  and i nd iv idua l  eva lua t i on .  
F i n a n c i a l  m a n a g e m e n t  has  c a u s e d  e v e r y  A r m y  o f f i c e r  a s s o c i a t e d  with 
the  p r o g r a m  to s e a r c h  h is  soul .  I nd iv idua l s  who have  r e c o g n i z e d  the  
m e r i t ,  and put f i n a n c i a l  data  to work ,  have  found g r a t i f y i n g  r e s u l t s .  
W h e r e  the  p r o g r a m  is  r e j e c t e d ,  it has  b e e n  found that  it is  m e r e l y  an 
a c c o u n t i n g  e x e r c i s e .  

M e m b e r s  of DCS L o g i s t i c s  r e c e n t l y  a c c o m p a n i e d  r e p r e s e n t a t i v e s  
f r o m  the  B u r e a u  of the  Budge t  to a few of the  A r m y  supply  c o n t r o l  po in t s .  
The  p u r p o s e  of th i s  v i s i t ,  as  wel l  as  d o z e n s  of o t h e r s  m a d e  d u r i n g  the  
y e a r ,  was to v e r i f y  the  use  of f i n a n c i a l  da ta .  U n f o r t u n a t e l y ,  the  f i n d i n g s  
of the  g roup  w e r e  not a lways  e n c o u r a g i n g .  They  found c o m m o d i t y  m a n -  
a g e r s  c o m p u t i n g  r e q u i r e m e n t s  wi thout  i n f o r m a t i o n  c o n c e r n i n g  ob l i ga -  
t i ona l  a u t h o r i t y .  In o t h e r  w o r d s ,  the  a v a i l a b i l i t y  of funds was not con-  
s i d e r e d  in f o r e c a s t i n g  the  q u a n t i t i e s  to be p u r c h a s e d .  

T h e y  found one supp ly  c o n t r o l  point  c o m m a n d e r  who spoke  out 
a g a i n s t  r e l a t i n g  r e q u i r e m e n t s  to funds .  This  a t t i t ude  s i m p l y  canno t  
con t inue  in t o d a y ' s  A r m y .  We buy s u p p l i e s  with the  m o n e y  that  Con-  
g r e s s  a p p r o p r i a t e s .  Le t  us f ace  it: we ju s t  a r e  not go ing  to get  as  
m u c h  as  we f e e l  we n e e d .  The  c o m m o d i t y  m a n a g e r  who c o m p u t e s  
r e q u i r e m e n t s  is in an i dea l  p o s i t i o n  to r e c o m m e n d  w h e r e  the  cu tbacks  
shou ld  c o m e .  He has  i n t i m a t e  k n o w l e d g e  of the  d e m a n d ,  a v a i l a b l e  
s u b s t i t u t i o n s ,  and the  o t h e r  f a c t o r s  n e c e s s a r y  to s t r e t c h  the  m o n e y  we 
get .  

F i n a n c i a l  data  r e a l l y  c o m e  into play on th i s  type of i n s p e c t i o n  by 
e n a b l i n g  the  i n s p e c t o r  to be s e l e c t i v e  in the  i t e m  s t u d i e s  he r e v i e w s .  
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A p r e i n s p e c t i o n  r e v i e w  of the  f i n a n c i a l  r e p o r t s  wi l l  r e v e a l  the  c a t e -  
g o r i e s  w h e r e  p r o b l e m s  ex i s t .  Th i s  is a s u b s t a n t i a l  i m p r o v e m e n t  o v e r  
the r a n d o m  s a m p l i n g  of i t e m s  a c c o m p l i s h e d  in the p a s t .  

By selecting a category for reviewj the team was able to isolate 
specific items where unauthorized reserve procurement was initiated 
by the supply control point. 

In s u m m a r y ,  I want  to say  tha t  the  supply  m a n a g e r  in the  A r m y  
t o d a y  is c o n f r o n t e d  with  a supp ly  m a n a g e m e n t  p r o b l e m  he has  n e v e r  
b e e n  c o n f r o n t e d  with  b e f o r e ,  c e r t a i n l y  in p e a c e t i m e .  He has  huge  
m a s s e s  of s t o c k  wh ich  he m u s t  c o n t r o l .  As the r e s u l t  of the  s o - c a l l e d  
co ld  w a r ,  it  a p p e a r s  that  a l a r g e  m i l i t a r y  a c t i v i t y  wil l  be s u p p o r t e d  
o v e r  a long p e r i o d  of t i m e  at  a v e r y  h igh cos t .  So it  is  i m p e r a t i v e  
tha t  the  supp ly  m a n a g e r s  in the A r m y  take  a c t i o n  to ob ta in  m a x i m u m  
r e s u l t s  fo r  e v e r y  d o l l a r  spen t  in the  l o g i s t i c a l  a r e a .  

F i n a n c i a l  i n v e n t o r y  a c c o u n t i n g  and s tock  funds  a r e  d e s i g n e d  to 
a s s i s t  the  supp ly  m a n a g e r j  but t h e y  a r e  not c u r e - a l l s .  The  Supply  
M a n a g e m e n t  R e p o r t  wil l  i s o l a t e  p r o b l e m s  by i n s t a l l a t i o n s ,  by t e c h -  
n i c a l  s e r v i c e s ,  and by c a t e g o r y  or  g r o u p i n g  of i t e m s .  

Now, at that point financial inventory accounting and stock funds 
have done the supply management job for which they were designed. 
Item balances must then be reviewed, item by item within the group. 
Problem areas exposed with dollar data are corrected by item analy- 
sis within the group. 

When dollar data were first introduced, a number of people ex- 
pressed the fear that top management would measure management 
progress through a reduction in the dollar value of inventories. None 
of the ratios used to measure effective management of inventory are 
expressed in this term. 

The total value of an inventoryj by itself, is of little or no sig- 
nificance from a supply management point of view. The questions are: 

Is t h e r e  enough  s t o c k  on h a n d ?  

Is t h e r e  too m u c h  s t o c k  on h a n d ?  
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Will  the  q u a n t i t i e s  on o r d e r  i m p r o v e  or  d i s t o r t  the  i n v e n t o r y  
b a l a n c e  ? 

Is the  r a t i o  of u n s e r v i c e a b l e  to s e r v i c e a b l e  s t o c k  a n o r m a l  r a t i o ?  

Is the  s t o c k  b e i n g  p u r i f i e d  t h r o u g h  d i s p o s a l  of e x c e ~ s ?  

The  goal  t oday  is  the  s a m e  as  it has  a l w a y s  b e e n - - a  b a l a n c e d  
i n v e n t o r y  tha t  is  a d e q u a t e  to m e e t  the  d e m a n d .  D o l l a r  da ta  w i l l  he lp  
us a c h i e v e  th is  goal .  

T h a n k  you fo r  l i s t e n i n g .  

C O L O N E L  LACKAS: G e n e r a l  M c N a m a r a  is  r e a d y  fo r  y o u r  q u e s -  
t i o n s .  

G E N E R A L  M c N A M A R A :  B e f o r e  I get  s t a r t e d  on the  q u e s t i o n s ,  I 
would  l ike  to m a k e  c l e a r ,  due  to s o m e  q u e s t i o n s  tha t  w e r e  a s k e d  out in 
the  lobby,  that  the  f i g u r e s  tha t  I have  s h o w n  to you  do i n c l u d e  m o b i l i z a -  
t ion  r e s e r v e s ;  and  t h e r e f o r e  you f ind the  i n v e n t o r y  h igh .  

Now,  th i s  would  a u t o m a t i c a l l y  c a u s e  you to look a t  it  and  w o n d e r ,  be -  
c a u s e  of tha t  h igh  d o l l a r  v a l u e  of the  i n v e n t o r y . ,  But ,  n o n e t h e l e s s ,  even  
when  you se t  a s i d e  the  m o b i l i z a t i o n  r e s e r v e s ,  you f ind a r e a s  r i g h t  in  the  
s a m e  h igh  l ine .  I j u s t  u s e d  the  c o n t r a s t  as  an  i n , i t a t i o n  fo r  q u e s t i o n s .  

QUESTION: Could  you  t e l l  us a l i t t l e  bi t  abou t  how m u c h  it  i s  
c o s t i n g  to get  th i s  th ing  going,  and  how m u c h  it i s  go ing  to c o s t  on a 
c o n t i n u i n g  b a s i s  ? 

G E N E R A L  M c N A M A R A :  I don ' t  know what  the  to t a l  co s t  wi l l  be .  
I know we s p e n t  o v e r  5 m i l l i o n  d o l l a r s  ge t t i ng  i t  in.  But I a l s o  know 
we h a v e  e x c e s s e d  s i n c e  I h a v e  b e e n  c o n n e c t e d  wi th  it s o m e  2 b i l l i o n  
300 m i l l i o n  d o l l a r s  w o r t h  of e q u i p m e n t  e a c h  y e a r  fo r  the  l a s t  2 y e a r s .  

Now, the  q u e s t i o n  is:  "Wou ld  the  old s y s t e m  h a v e  p r o d u c e d  th i s  
e x c e s s i n g ? "  I d o n ' t  know.  Th i s  s y s t e m  has  h e l p e d  us b r i n g  it to the  
f o r e ,  I a m  s u r e .  The  t i m e  e l e m e n t  in e x c e s s i n g  is  so  long  tha t  the  
c h a n c e s  a r e  the  old s y s t e m  would  have  had  a s u b s t a n t i a l  p e r c e n t a g e  
of i t .  T h e  t i m i n g  of th i s  wi th  the  to t a l  r e t u r n s ,  p u r g i n g  the  s y s t e m ,  
and so f o r t h ,  g i v e s  s o m e  c r e d e n c e  to the  fac t  tha t  the  d o l l a r s  spen t  
w e r e  we l l  s p e n t .  What  it wi l l  c o s t  e a c h  y e a r  I d o n ' t  know.  But I 
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k n o w  th i s :  F r o m  m y  own end ,  a s  l o n g  a s  I a m  t h e  s u p p l y  m a n a g e r ,  
t he  s u p p l y  m a n a g e r  is  g o i n g  to r u n  t h e  b u s i n e s s  a n d  no t  t h e  a c c o u n t -  
an t .  

QUESTION: If I recall correctly, in your talk you indicated that 
the inventory at posts, camps, and stations was approximately . 4 
billion dollars, which would be about 2 percent of the total inventory 
of 20 billion dollars. In view of this small fraction of the inventory 
at station level, I wonder whether or not the effort of putting in finan- 
cial accounting at stations is really worth while. Would you care to 
comment on that? 

GENERAL McNAMARA: Yes, indeed. This system has enabled 
us to tell that it was there. We didn't know what it was at the posts, 
camps, and stations level before. This is the first time we have had 
any idea what the dollar value at the post, camp~ and station level is. 

Now the question is, and properly so: "How long should we con- 
tinue at these levels? Should we go further, or should we pull back?" 

Our experience has been that we are able to readjust based on 
need. For instance, while we were putting financial inventory account- 
ing at posts, camps, and stations, we suddenly located the fact that at 
ports of embarkation there were great quantities of goods and things. 
They themselves suggested the imposition of a dollar sign there. We 
had not intended to go there in the first place. So there we had an 
expansion. 

Now, we may find that we want to withdraw. Certainly where the 
dollar cost of accounting is greater than the value received, we intend, 
since we have learned these business terms, to pull back. We can't 
just go because we have a place to go. We have to use judgment; and 
I expect fully not to misuse dollar accounting. 

QUESTION: I notice you mentioned during your talk this business 
of high value. To me "high value" can mean one of three things. It 
can mean high unit cost, high asset value, or high program cost. In the 
Army what do you mean by that? 

GENERAL McNAMARA: I don't know how technical your question 
is. I know that we slapped a dollar sign on our inventory, and it has a 
high value. A high value is merely the result of our standard pricing 
extension to the goods. 
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QUESTION: T h e  i m p l i c a t i o n  I t r i e d  to get  a t  t h e r e  i s  tha t  i f  you  
s p e n d  a lot  of y o u r  d o l l a r s  in t r y i n g  to t ake  c a r e  of s u c h  g e n e r a l  i s s u e  
i t e m s  as  GI cans  and b r o o m s ,  as  o p p o s e d  to s o m e  i t e m s  tha t  r e a l l y  
a r e  i m p o r t a n t - - w h a t  i s  the  l i ne  of d e m a r k a t i o n  b e t w e e n  the  two?  

G E N E R A L  McNAMARA:  T h e r e  i s n ' t  a c l e a r  l i ne  b e t w e e n  b u t t e r  
and  h a r d w a r e .  As  you know,  in ou r  s u p p l y  c o n t r o l  s t u d i e s  in  the  
D e p a r t m e n t  of the  A r m y  t h e r e  w e r e  s o m e  622 i t e m s  tha t  a r e  c o n t r o l l e d  
due  to  t h e i r  p r i n c i p a l  c h a r a c t e r i s t i c .  T h e y  r e p r e s e n t  65 p e r c e n t  of 
o u r  d o l l a r  s ign .  We wi l l  c o n t i n u e  to k e e p  t r a c k  of t h o s e  by  i t e m ,  b e -  
c a u s e  it is  a n e c e s s i t y  to know how m a n y  105 's  you  h a v e ,  how m a n y  
t a n k s ,  and  s u c h  t h i n g s  as  tha t .  

What  we a r e  r e a c h i n g  fo r  is  the  f i e ld  b e t w e e n  t h o s e  i t e m s  on w h i c h  
we m a k e  i n d i v i d u a l  s u p p l y  c o n t r o l  s t u d i e s  and  the  to t a l  n u m b e r  of i t e m s  
tha t  we have  in the  s y s t e m .  So 65 p e r c e n t  of ou r  d o l l a r  v a l u e  wi l l  be  
w r a p p e d  up in  a p p r o x i m a t e l y  622 i t e m s .  The  nex t  200, 000 i t e m s  wou ld  
be  p e r h a p s  10 p e r c e n t .  And the  b a l a n c e  of the  thing~ up to 1 m i l l i o n ,  
would  be  a v e r y  s m a l l  p e r c e n t a g e .  Of t h o s e ,  s u r e ,  w e ' l l  k e e p  s t u d y i n g  
t h e s e  i t e m s .  T h e n  w e ' l l  s l i c e  off in to  th i s  f i e l d  of c o m m o n - u s e  t h i n g s  
and  get  r e s u l t s .  

Now,  i n s o f a r  as  the  i t e m s  in the  s y s t e m ,  we a r e  s t i l l  go ing  to  k e e p  
a d o l l a r  s i gn  on t h e s e  by  i t e m ,  w h e t h e r  t h e y  a r e  s m a l l  o r  h e a v y ,  b e -  
c a u s e  we want  to know wha t  t h e i r  v a l u e  i s .  T h e r e  m a y  be  a l m o s t  a gap 
b e t w e e n  tha t  type  and  t h e  o t h e r .  But  we  wi l l  know ou r  i t e m s  tha t  we  
h a v e  to know for  o u r  p o s i t i o n i n g ,  w h e t h e r  t h e y  a r e  in the  N a t i o n a l  
G u a r d  o r  the  R e g u l a r  A r m y  or  w h e r e v e r  t h e y  a r e .  

QUESTION: In th i s  s t a n d a r d  p r i c i n g  tha t  you  use~ I h a v e  two 
q u e s t i o n s .  F i r s t ,  do you u s e  an  a v e r a g e  p r i c e ,  the  h i g h e s t  p r i c e ,  o r  
the l a s t  p r i c e  pa id  fo r  an  a r t i c l e ?  Second ,  on the  m a j o r  t y p e s  of i t e m s ,  
s u c h  as  l a n d i n g  c r a f t ,  t a n k s ,  and  tha t  s o r t  of th ing ,  s i n c e  you  a r e  u s -  
ing  f i n a n c i a l  m a n a g e m e n t  t e r m s ,  do you  a l l o w  a d e p r e c i a t i o n  a l l o w a n c e ,  
s u c h  as  b u s i n e s s m e n  do?  

G E N E R A L  McNAMARA:  I th ink  the  a n s w e r  is  t ha t  I don ' t  know.  
My g u e s s  would  be tha t  we s t i l l  t a c k  the  a c q u i s i t i o n  v a l u e  on the  i t e m .  
I do not  b e l i e v e  t h a t - - a l t h o u g h  I a m  not  k n o w l e d g e a b l e  on the  d e t a i l s - -  
t h e r e  is  d e p r e c i a t i o n  p e r m i t t e d .  
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D o e s  a n y b o d y  w a n t  to  t a l k  on  t h a t  p o i n t ?  M o s t  of  y o u  a r e  m o r e  
e x p e r t  on  t h a t  t h a n  I a m  a n y w a y .  

S T U D E N T :  I c a n  a n s w e r  t h a t  q u e s t i o n .  T h e r e  i s  n o  d e p r e c i a t i o n  
a l l o w e d .  

G E N E R A L  M c N A M A R A :  T h a n k  y o u  v e r y  m u c h .  

Q U E S T I O N :  C a n  y o u  d e s c r i b e  to  u s  t h e  m e c h a n i c s  of  d e v e l o p i n g  
a c o n s u m e r  f u n d i n g  a t  t h e  s t a t i o n  l e v e l ?  D o e s  t h a t  r e q u i r e  s o m e  
s o r t  o f  a s t o c k  c o n t r o l  p r o c e d u r e  a t  t h a t  p l a c e ?  

G E N E R A L  M c N A M A R A :  It i s  a l l  f o u l e d  up ,  I c a n  t e l l  y o u ,  a t  t h e  
p r e s e n t .  I w o u l d n ' t  g i v e  y o u  a n  a d e q u a t e  a n s w e r  on  t h a t ,  I a m  s u r e .  
B u t  l e t  m e  d e s c r i b e  w h a t  l i t t l e  I k n o w ,  a n d  t h e n  I t h i n k  y o u  w i l l  a g r e e  
w i t h  m e .  

A s u m  of  m o n e y  i s  g i v e n  to ,  we  w i l l  s a y ,  a c u s t o m e r .  H e  m a y  
be  i n  t h i s  c a s e  a p o s t ,  c a m p ,  o r  s t a t i o n .  T h a t  c u s t o m e r  i s  g o i n g  to  
u s e  t h a t  m o n e y  to  b u y  f r o m  h i s  s t o c k  f u n d .  N o w ,  f o r  s o m e  r e a s o n  t h e  
c u s t o m e r  h a s  r u n  o u t  o f  m o n e y - - w e  t h i n k ,  b e c a u s e  h e  h a s  s o m e  w r o n g  
t h i n g s  on  h a n d ,  o r  b e c a u s e  he  h a s  n o t  a n t i c i p a t e d  t h e  r i g h t  t h i n g s ,  o r  
t h e  d o l l a r  s i g n  i s  n o t  q u i t e  c o r r e c t .  B u t  i t  i s  a f a c t  t h a t  h e  h a s  r u n  o u t  
o f  m o n e y  in  m a n y  p o s t s ,  c a m p s ,  a n d  s t a t i o n s  r i g h t  n o w .  So h e  c a n n o t  
b u y  f r o m  s t o c k  f u n d s .  O u r  i n v e n t o r y  m a y  n o t  b e  d e c r e a s e d ,  b e c a u s e  
o u r  c u s t o m e r s  c a n ' t  b u y ,  a n d  w h o  e l s e  i s  g o i n g  to  b u y  i t ?  We  c a n ' t  
g e t  r i d  o f  o u r  s t o c k  b y  s a l e .  T h e r e f o r e  we a r e  r i g g i n g  up  s o m e  s o r t  
of  m e a n s  o f  g e t t i n g  i t  ou t  n o w  b y  c r e d i t .  T h a t  i s  a n o t h e r  t h i n g  we  
h a v e  l e a r n e d .  

W e  a r e  n o t  s h a r p  e n o u g h  y e t  t o  p u t  t h e  p r o p e r  a m o u n t  o f  f u n d s  a t  
o u r  c u s t o m e r ' s  l e v e l .  We  h a v e n ' t  r e a l l y  g o t t e n  t h e  v a l u e  o u t  of  t h i s  
system y e t ,  b e c a u s e  w e  a l r e a d y  k n o w  t h a t  h e  i s  ou t  o f  m o n e y  a t  m a n y  
p o s t s ,  c a m p s ,  a n d  s t a t i o n s .  

I t  i s  a l s o  t r u e  t h a t  h e  h a s  c o m e  b a c k  a n d  s a i d :  " I  h a v e  a 1 9 - X  
r e f r i g e r a t o r .  T a k e  i t  b a c k ,  p l e a s e ,  a n d  g i v e  m e  f u l l  v a l u e .  " W e ,  
h a v i n g  l e a r n e d  s o m e  o t h e r  w a y s  of  b u s i n e s s ,  s a y :  " U h  uh .  F i f t y  
p e r c e n t , "  

Q U E S T I O N :  W i l l  y o u  s a y  s o m e t h i n g  a b o u t  t h e  a m o u n t  of  m o n e y  
i n v o l v e d  in  t h o s e  m a t e r i a l s  in  t h e  p i p e l i n e s ,  w h i c h  c e r t a i n l y  c o u l d  
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b e a r  s o m e  c u t t i n g  d o w n ?  In  o t h e r  w o r d s ,  y o u  h a v e  i d e n t i f i e d  t h a t  
w h i c h  y o u  h a v e  in  t h e  d e p o t s  h e r e  in  t h e  Z I  a n d  o v e r s e a s ,  b u t  n o t  i n  
t h e  p i p e l i n e s .  

G E N E R A L  M c N A M A R A :  I d o n ' t  h a v e  t h a t  b r o k e n  d o w n  h e r e ,  b u t  
t h e  s y s t e m  d o e s  p u t  t h e  d o l l a r  s i g n  on  i t .  In  o t h e r  w o r d s ,  a s  o f  a 
g i v e n  n u m b e r  o f  d a y s ,  o n e  o u t f i t  d r o p s  t h e  d o l l a r  s i g n  on  i t s  t h i n g s  
a n d  a n o t h e r  o u t f i t  p i c k s  i t  up .  So t h a t  we  h a v e  t h e  t o t a l  d o l l a r  s i g n  
on  t h e s e  s u p p l i e s  m o v i n g  f r o m  t h e  d e p o t  t o  t h e  c u s t o m e r .  T h e r e  i s  
n o  g a p .  

P r e v i o u s l y  w e  h a d  v a s t  q u a n t i t i e s  of  s u p p l i e s  on  v e s s e l s ,  o n  
t r a i n s ,  en  r o u t e ,  t h a t  w e r e  n e v e r  p i c k e d  up .  A n d  s o  w e  u s u a l l y  h a d  
n o  k n o w l e d g e  of  o a r  i n v e n t o r y .  We k n e w  t h e  o n - h a n d  r i g h t  a t  t h e  s p o t  
w h e r e  t h e s e  d o l l a r  s i g n s  w e r e  b e i n g  p l a c e d .  W e  k n e w  t h a t  w e  h a d  
a s k e d  f o r  c e r t a i n  t h i n g s  on  o r d e r .  So we  a r e  g e t t i n g  n o w  t h e  r o u n d e d  
p i c t u r e  of  t h e  o n - h a n d  a n d  o n - o r d e r  a n d  a n y t h i n g  i n  t r a n s i t .  

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

Q U E S T I O N :  T h a t  i s n ' t  e x a c t l y  w h a t  I h a d  in  m i n d .  T h e  A i r  
F o r c e ,  I k n o w ,  h a v e  m a d e  a g r e a t  e f f o r t  to  e x p e d i t e  d e l i v e r y  b y  
r a p i d  m e a n s ,  s o  t h a t  y o u  d o n ' t  h a v e  s o  m u c h  t i e d  up  in  t h e  p i p e l i n e .  
Y o u  h a v e  a l l  t h i s  b a c k e d  up  b e h i n d  y o u  in  t h e  p i p e l i n e .  W o u l d  y o u  
c a r e  to  c o m m e n t  on  t h a t ?  

G E N E R A L  M c N A M A R A :  D o n ' t  l e t  t h e r e  r e m a i n  a n  i n f e r e n c e  
t h a t  t h e r e  i s  a s p e e d i e r  a n d  b e t t e r  s y s t e m  t h a n  we  h a v e .  I d o n ' t  
w a n t  a n y b o d y  in  t h e  r o o m  to  t h i n k  t h a t  we  a d m i t  t h a t  s u c h  a t h i n g  e x -  
i s t s .  W e  d o  k n o w ,  h o w e v e r ,  t h a t  t h e  A i r  F o r c e  h a s  m a d e  s o m e  
s t r i d e s  t o w a r d  t h a t  e n d .  F o r  i n s t a n c e ,  i n  N e w f o u n d l a n d - - n o  d e p o t  
up  t h e r e  a t  a l l .  S h i p p i n g  d i r e c t  to  t h e m .  T h a t  m e a n s  t h e y  h a v e  d o l l a r  
c o n t r o l  r i g h t  f r o m  t h e  d e p o t  a l l  t h e  w a y  up  b a c k  a n d  f o r t h .  I d o n ' t  
t h i n k  t h e i r  s y s t e m  g e t s  t h e i r  s u p p l i e s  t o  t h e m  a n y  f a s t e r  t h a n  o u r s .  
I t  d o e s n ' t  g e t  o u r  s u p p l i e s  t h a t  we  g e t  f r o m  t h e  A i r  F o r c e  a n y  f a s t e r .  

F o r  i n s t a n c e ,  l e t  m e  t a l k  on  t h i s  p o i n t  of  A r m y  a i r c r a f t  f o r  a 
m o m e n t  a n d  s p a r e  p a r t s ,  we  w i l l  s a y ,  f o r  t h e m .  Y o u r  s y s t e m  of  
m a i n t e n a n c e  i s  s u c h ,  a s  I u n d e r s t a n d  i t ,  t h a t  y o u  t a k e  y o u r  c r a f t ,  
w h a t e v e r  i t  m a y  b e ,  a n d  g e t  i t  b a c k  to  a b a s e  p o i n t  w h e r e  i t  c a n  b e  
r e p a i r e d ;  a n d ,  b e c a u s e  o f  t h e  t y p e  o f  c r a f t  t h a t  y o u  h a v e  t h e  m i l e s  
b e t w e e n  t h e  c r a f t  a n d  t h e  b a s e  d e p o t  r e a l l y  a r e  u n i m p o r t a n t  t o  y o u .  
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]But you take these galloping things that we have. Miles create quite 
a big problem to us, because you are repairing our things, and they 
are coming back through your system. We may have twice or three 
times the number of craft in our pipeline, which is yours, because 
of the distance between your base and our command. It really hasn't 
helped us. 

We are just as anxious to cut our pipeline down as you are. And 
this PROJECT MASS, which you probably have heard about, should 

assist us. 

QUESTION: The charts that you had indicated 7 technical services, 
each with their inventory and stock fund. Then you would have 7 inde- 
pendently administered stock funds. If that is so, what are the chances 
of having a single stock fund for the Navy? 

GENERAL McNAMARA: Actually that isn't true--that we have 7. 
We have 7 components of the Army Stock Fund. Remember, we can 
draw off the surplus butterfat in cash from the top and apply it to other 
divisions of the stock fund. Now, I don't know what yours is in the 
Navy. 

QUESTION: Is the administration of that stock fund under a 
single organization? Or is there some organization in each of the 
technical services that has to worry about the stock fund? 

GENERAL McNAMARA: Each technical service keeps track of 
what its own division of the stock fund is, and it reports back to the 
Department of the Army, and the Department of the Army draws the 

butterfat off the top. 

Isn't that so? 

COMMENT: Yes. 

GENERAL McNAMARA: I have confirmation from my own office 
and two technical services. So that's a fact. 

QUESTION: In view of the fact that you have an influx of business- 
men that you mentioned in the Department of Defense who have learned 

to measure our efficiency by the inventory turnover, do you give con- 
sideration to removing from your total inventory those stocks which 
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do not  m o v e  at  a l l ?  F o r  e x a m p l e ,  y o u r  m o b i l i z a t i o n  r e s e r v e s ,  y o u r  
e c o n o m i c  r e s e r v e s ,  y o u r  s t r a t e g i c  r e s e r v e s .  T a k e  y o u r  i s s u e  r a t e s  
and  app ly  tha t  a g a i n s t  y o u r  p e a c e t i m e  o p e r a t i n g  s t o c k s  and  you  wi l l  
p r o b a b l y  c o m e  up with  a h igh i n v e n t o r y  t u r n o v e r .  

G E N E R A L  McNAMARA: We can  sp l i t  it any  way you want .  F o r  
i n s t a n c e ,  you can  t ake  c a r e  of y o u r  m o b i l i z a t i o n  r e s e r v e s  b r e a k d o w n  
on the  r e p o r t s .  I a m  j u s t  t e l l i n g  you tha t  th i s  s tu f f  can  be  u s e d  to he lp  
you do c e r t a i n  t h ings .  I cou ld  h a v e  t a k e n  the  c a t e g o r y  of p o s t s ,  c a m p s ,  
and  s t a t i o n s  by i t e m .  I cou ld  h a v e  s h o w n  h e r e ,  f o r  i n s t a n c e ,  on one  
of t h e s e  c h a r t s  tha t  i n s t e a d  of t ak ing  the  o v e r a l l  f i g u r e ,  I cou ld  h a v e  
t a k e n  one g r o u p ,  we w i l l  s a y  one c a t e g o r y ,  and  e x p l a i n e d  how I m i g h t  
h a v e  r e a c h e d  fo r  the  t e l e p h o n e  and c a l l e d  C o l o n e l  C a p s ,  H a t s ,  and  
G l o v e s  and  s a i d :  " W h a t  a r e  you do ing  with  th i s  a m o u n t  of s tuff ,  an  
i n v e n t o r y  l ike  t h i s ? "  with  the  d o l l a r  s i gn  as  it  m i g h t  show on t h i s .  
But I d e l i b e r a t e l y  t h r e w  in the  to ta l ,  so  tha t  t h e r e  would  be  an  e m p h a -  
s i s  on c o n t r a s t ,  i f  you wi l l .  I can  b r e a k  it  out by m o b i l i z a t i o n  r e s e r v e .  

QUESTION: Have  you t r i e d  u s i n g  tha t  t e c h n i q u e  to a p p e a s e  M e m -  
b e r s  of C o n g r e s s  or  p e o p l e  in the  D e p a r t m e n t  of D e f e n s e ?  

G E N E R A L  McNAMARA: No, s i r .  It is  a g a i n s t  ou r  p r i n c i p l e  
to a p p e a s e .  

QUESTION: Some  of o u r  p r o b l e m s  in the  c o m m a n d  tha t  I h a v e  
b e e n  in r e c e n t l y  w e r e  in k e e p i n g  good m e n  as  m a n a g e r s .  I h a v e  a l -  
w a y s  m a i n t a i n e d  tha t  any  m a n a g e m e n t  s y s t e m ,  w h e t h e r  it  is  f i n a n c i a l  
m a n a g e m e n t ,  d o l l a r  v a l u e ,  o r  a n y t h i n g  e l s e ,  is  j u s t  about  as  good as  
the  peop l e  you have  in i t .  We have  b e e n  h a v i n g  a d e v i l  of a t i m e ,  
p r o b a b l y  l i ke  a l l  the  r e s t  of the s e r v i c e s ,  in k e e p i n g  good supp ly  m a n -  
a g e r s .  

Now, of c o u r s e ,  the  f i r s t  t h ing  you th ink  about  is  tha t  the p r o p -  
e r t y  supp ly  o f f i c e r - - w e  ca l l  h i m  the  a c c o u n t a b l e  o f f i c e r - - i f  he  l o s e s  
a n y t h i n g  he  has  to pay  fo r  i t .  He is r e s p o n s i b l e  fo r  e v e r y t h i n g .  But 
in o r d e r  to get  s t a b i l i t y  in to  the  s y s t e m ,  so  tha t  we f ind tha t  e v e r y -  
body  is  t a l k i n g  the  s a m e  l a n g u a g e  and  u s i n g  the  s a m e  f i g u r e s - - t h i s  
guy c o m e s  to the  s t a t i o n .  He d o e s n ' t  know the  n e w  l a n g u a g e ,  but  i f  
we had s t a b i l i t y  t h e r e ,  he  would .  Have  you in y o u r  s e r v i c e  c o n s i d e r e d  
a b o n d e d  c iv i l  s e r v a n t  as  the  a c c o u n t a b l e  o f f i c e r  on tha t  s t a t i o n 7  
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GENERAL McNAMARA: I could answer for myself. I never 
have. But I might say that I think the system has recognized some- 
thing like that. We have bonded individuals who are at places of 
responsibility. I am thinking now of property disposal personnel. I 
think it would fit them. 

Incidentally, while I am talking about the subject, let me say that 
we have met our payday. The question is: "Have you?" Our property 
disposal officers have all been promoted one grade within the last year, 
that is, the civilians. We have endeavored to recognize the problem 
that is your basic problem--"How do you keep the people so that we can 
do something?" We are trying to get some recognition of their efforts. 
We think a major accomplishment is to be noted in the field of property 
disposal, because we have done very well throughout the Army. That 
is a pretty good thing. For civilians, I am talking about. 

QUESTION: But not the accountable officer. He has to be an 
officer. 

GENERAL McNAMARA: Yes. That is a point. However, I think 
we have. I am thinking now of the Jeffersonville Depot. Who is here 
from Jeff? Any QM? Mr. Castner, at the Jeffersonville Depot, I 
believe, is the accountable officer. I may be wrong. 

Q U E S T I O N :  G e n e r a l ,  we do h a v e  A r m y  R e g u l a t i o n s  w h i c h  s h o w  
y o u  j u s t  h o w  to go a b o u t  b o n d i n g  a n d  e s t a b l i s h i n g  a c i v i l i a n  a s  an  
a c c o u n t a b l e  o f f i c e r .  

G E N E R A L  M c N A M A R A :  Y e s .  I t h i n k  he  is  t h e r e ,  bu t  I a m  no t  
p o s i t i v e  on t h i s  po in t .  I w o u l d  l i k e  to t a l k  s o m e  t i m e - - n o t  t h i s  m o r n -  
i n g - - o n  the  s u b j e c t  of w h a t  I t h i n k  a b o u t  b o n d s .  

QUESTION: My question is on the inventory of obsolete items. 
A survey made about two years ago showed that at the Columbus 
Depot and the Jeffersonville Depot there were on hand at that time a 
sizable quantity of horse artillery equipment. I wonder if that has 
ever been disposed of. 

G E N E R A L  M c N A M A R A :  I c a n  a s s u r e  y o u  t h a t  a l l  of  t h a t  e q u i p -  
m e n t  h a s  not  b e e n  d i s p o s e d  of, b e c a u s e  we  a r e  s t i l l  s u p p o r t i n g  a c e r -  
t a i n  n u m b e r  of a n i m a l s  in  s o m e  of o u r  a l l i e d  c o u n t r i e s .  W h i l e  I a d -  
m i t  t h e  h u m o r  of t h e  s i t u a t i o n ,  I h a v e  f a c e d  t h i s  b e f o r e  c e r t a i n  p e o p l e  
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w h o  w e r e  e l e c t e d ,  a n d  I h a v e  b e e n  a b l e  t o  a s s u r e  t h e m  t h a t  w h e n  y o u  
s u p p o r t  10, 000 a n i m a l s ,  a s  t h e  A r m y  s u p p o r t e d  in  W o r l d  W a r  I I ,  y o u  
j u s t  d o n ' t  t h r o w  a w a y  t h e  e q u i p m e n t .  

N o w ,  g e n e r a l l y ,  h o w e v e r ,  t h e  a n s w e r  i s  t h a t  m o s t  of  t h a t  e q u i p -  
m e n t  h a s  b e e n  e l i m i n a t e d  f r o m  t h e  s y s t e m .  We a r e  n o w  d o w n  to  t h e  
o n e  t h i n g  t h a t  i s  l e f t ,  a n d  t h a t  i s  t h e  s t i f f  b r o o m  to  p u s h  t h e  r e m a i n i n g  
p a r t  of  t h a t  s u r p l u s  ou t .  

Q U E S T I O N :  In  y o u r  c h a r t s  I n o t i c e d  t h a t  t h e  Z I  t u r n o v e r  r a n  3 
t i m e s  a y e a r  a n d  up ,  w h e r e a s  in  t h e  o v e r s e a s  y o u r  t u r n o v e r  w a s  a p -  
p r o x i m a t e l y  o n c e  e v e r y  3 y e a r s  o r  l e s s .  P u t  t h e  p i p e l i n e  t i m e  i n t o  
t h e  f i g u r e s  a n d  i t  s t i l l  d o e s n ' t  s e e m  t h a t  t h e  t u r n o v e r  r a t e s  a g a i n s t  
Z I  a r e  c o m p a r a b l e .  I w o n d e r e d  w h a t  e l e m e n t  i s  i n  t h e r e  t h a t  I d o n ' t  
s e e .  

G E N E R A L  M c N A M A R A :  T h e r e  i s n ' t  a n y  e l e m e n t  in  t h e r e .  O v e r -  
s e a s  we  d o n ' t  i n t e n d  to  r o t a t e  e v e r y t h i n g  a s  f a s t  a s  we  do  i n  t h e  s t a t e s .  
T h e  r e a s o n  w e  d o  i t  in  t h e  s t a t e s  i s  to  h a v e  t h a t  m o d e r n  t h i n g  g o i n g .  
Y o u  h a v e  t h e  t h i n g s  t h a t  y o u  a r e  s u p p o s e d  to  h a v e  o v e r  i n  t h e  t h e a t e r  
f o r  y o u r  u s e .  F o r  i n s t a n c e ,  t a k e  t a n k s .  Y o u  d o n ' t  r o t a t e  t h o s e ,  d o  
y o u ?  I t  i s  t r u e  t h e y  a r e  n o t  s t o c k  f u n d s .  So in  t h i s  y o u  m a y  g e t  a n  
i n f e r e n c e  o f  t h e  s t o c k  f u n d s  o v e r s e a s  t o t a l  i n v e n t o r y - - y o u  h a v e  to  b e  
c a r e f u l  a b o u t  t h a t - - o n  r o t a t i o n .  B u t  t h e y  a r e  u n d e r  f i n a n c i a l  i n v e n t o r y  
a c c o u n t i n g .  B u t  o v e r s e a s  t h e  c o m m o n - u s e  i t e m s  r o t a t e  j u s t  a s  f a s t  a s  
t h e y  d o  a t  h o m e .  I t  i s  a p e c u l i a r  t h i n g  a b o u t  t h e m .  T h e r e  a r e  o t h e r  
t h i n g s  t h a t  d o  n o t .  I a s s u m e  t h a t  t h e  n i c e t i e s  o f  l i v i n g  o v e r s e a s ,  m a y -  
b e ,  a r e  n o t  o n  t h e  s a m e  s c a l e  a s  t h e y  a r e  b a c k  i n  t h e  s t a t e s .  T h e r e -  
f o r e  y o u  u s e  m o r e  o f  o n e  t y p e  of  i t e m  o v e r s e a s  t h a n  y o u  d o  h e r e .  B u t  
I t h i n k  i t  b a l a n c e s  up  p r e t t y  w e l l .  

A s  l o n g  a s  w e  g e t  o u r  s p o t l i g h t  on  t h a t  e q u i p m e n t  o v e r  t h e r e  a n d  
k e e p  i t  m o d e r n ,  t h a t  i s  a l l  r i g h t ,  s o  t h a t  w h e n  s o m e o n e  s a y s :  " I  a m  
g o i n g  to  s l a p  y o u r  f a c e "  y o u  s a y :  " A r e  y o u ,  b o y ? "  a n d  y o u  a r e  r e a d y  
t o  d o  s o m e t h i n g  w i t h  t h e  s t u f f  t h a t  y o u  h a v e  t h e r e .  T h a t  i s  w h a t  o u r  
t h o u g h t  i s  o n  t h i s .  T h o s e  t h a t  h a v e  to  f i g h t ,  h a v e  w h a t  t h e y  n e e d  to  
f i g h t  w i t h .  I f  i t  i s  o v e r s e a s  f o r  t h e m - - t h e y  c a n  b e  r e a d y  to  go .  

C O L O N E L  L A C K A S :  G e n e r a l  M c N a m a r a ,  a g a i n  y o u  h a v e  p r o -  
v i d e d  u s  w i t h  a m o s t  i n f o r m a t i v e  a n d  i n t e r e s t i n g  d i s c u s s i o n .  On  b e -  
h a l f  of  t h e  C o l l e g e ,  I w a n t  t o  e x p r e s s  o u r  a p p r e c i a t i o n  to  y o u  f o r  y o u r  
p r e s e n t a t i o n .  
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