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ii 



(}I 97 

THE AIR FORCE SUPPLY SYSTEM 

13 D e c e m b e r  1955 

G E N E R A L  CALHOUN:  G e n t l e m e n :  The s u b j e c t  for  t o d a y ' s  
l e c t u r e  is ,  " T h e  Ai r  F o r c e  Supply S y s t e m .  " In a p e r i o d  of r a p i d  t e c h n o -  
l o g i c a l  a d v a n c e s ,  the p r o b l e m  of m a i n t a i n i n g  a supply  s y s t e m  r e s p o n -  
s ive  to the d e m a n d s  of the u s e r  is  a c h a l l e n g i n g  one.  It is  f u r t h e r  
c o m p l i c a t e d  by c h a n g i n g  i n t e r n a t i o n a l  c o m m i t m e n t s  and p r e s s u r e s  for  
r e d u c t i o n s  in m i l i t a r y  e x p e n d i t u r e s .  

As the D i r e c t o r  of Supply and S e r v i c e s ,  our  s p e a k e r  has  t o p - l e v e l  
s ta f f  r e s p o n s i b i l i t y  for  supply  m a n a g e m e n t  in the Ai r  F o r c e .  He wi l l  
d i s c u s s  with us the e x p e r i e n c e ,  the p r o b l e m s ,  and the p r o g r e s s  of the 
Ai r  F o r c e  in d e v e l o p i n g  and m a i n t a i n i n g  a supply  sys tem,  of m a x i m u m  
e f f e c t i v e n e s s  at m i n i m u m  cos t .  

It is  a p l e a s u r e  to w e l c o m e  to the c o l l e g e  and to p r e s e n t  to the c l a s s ,  
G e n e r a l  R. J. O ' K e e f e .  

GENERAL O'KEEFE: Thank you, General Calhoun. It is my 
pleasure to appear before this college to address these distinguished 
students. 

It is  m y  p u r p o s e  to d i s c u s s  the Ai r  F o r c e  Supply S y s t e m .  As a 
p r e l u d e  to d i s c u s s i o n  of the c u r r e n t  s t a tu s  and f u t u r e  of our  s y s t e m ,  
I think it a p p r o p r i a t e  tha t  we f i r s t  r e v i e w  b r i e f l y  the h i s t o r y  of m i l i t a r y  
supply .  

We find that  the f i r s t  supp ly  m a n a g e r s  of r e c o r d  w e r e  the S c r i b e s  
of the E g y p t i a  n A r m y  in the  y e a r  1600 B. C. Some of m y  c o n t e m p o r a r i e s  
a r e  of the opin ion  tha t  supp ly  h a s  not changed  v e r y  m u c h  s i n c e  then .  
Many  supp ly  func t ions  a r e  f u n d a m e n t a l  and n e v e r  change .  T r o o p s  m u s t  
be c l o t h e d ,  fed,  h o u s e d ,  t r a n s p o r t e d ,  c a r e d  fo r ,  b u r i e d ,  and p r o v i d e d  
the  i m p l e m e n t s  of w a r .  

Over the centuries there have been few changes in logistics principles 
compared to improvements in weapons. The only major changes have 
been in the complexity of logistics to match greatly increased firepower 
and weapon destructiveness. 



There have been a few innovations, such as the Quartermaster 
of the Army of Julius Caesar in the first century, B. C., and the out- 
standing logistical planning and supply organization of Gustavus Adolphus, 
King of Sweden, in the 17th century. This was the first time a military 
leader planned for and provided logistical support to his troops and did 
not exist by forage or plunder. 

T h e  p o s i t i o n  a c c o r d e d  l o g i s t i c s  h a s  v a r i e d  f r o m  t i m e  to  t i m e  a n d  
f r o m  c o u n t r y  to  c o u n t r y .  A u n i v e r s a l  i n t e r e s t  in  s u p p l y  m a n a g e m e n t  
h a s  d e v e l o p e d  o n l y  in  r e c e n t  y e a r s ,  and  t h e n  p e r i o d i c a l l y .  S u c h  i n t e r e s t  
h a s ,  u n d e r s t a n d a b l y ,  o c c u r r e d  d u r i n g  a n d  i m m e d i a t e l y  f o l l o w i n g  m a j o r  
w a r s .  A s t r o n g  i n t e r e s t  on t he  p a r t  of  t he  p u b l i c  and  t h e  C o n g r e s s  c a n  
be  a t t r i b u t e d ,  a t  l e a s t  in  p a r t ,  to  o u r  s h o r t c o m i n g s .  

During the Spanish American War, troops were sent to Cuba clad 
in winter uniforms, and thousands of men died from eating poisoned 
corned beef which was contaminated in the canning process. These 
incidents, among others, eventually brought about the appointment of 
Elihu Root as Secretary of War to rectify--I quote--"the wastefulness of 
a decentralized system of purchase and supply. " 

Early in World War I supply was found to be the principal area of 
weakness. This was finally corrected in 1918 by the establishment of 
a purchasing and supply division of the Army General Staff, later known 

as G-4. 

T h e  l a s t  w a r  w a s  n o  e x c e p t i o n .  T h e  t h e o r y  of p l e n t y  a n d  i t s  a f t e r -  
m a t h  i s  t o o  f a m i l i a r  to  n e e d  r e c o u n t i n g .  P u b l i c  i n t e r e s t  and  c r i t i c i s m  
h a s  n o t  l a g g e d  a f t e r  t e n  y e a r s .  F o r  t he  f i r s t  t i m e  in  o u r  h i s t o r y  we  a r e  
f a c e d  w i t h  t h e  p r o b l e m  of  m a i n t a i n i n g  l a r g e  and  e x p e n s i v e  m i l i t a r y  
f o r c e s  w h e n  we  a r e  n o t  e n g a g e d  in a w a r .  

Modern air power, with multimillion-dollar weapons and high rates 
of obsolescence, is, without question, the most expensive. The antici- 
pated short-duration war and the impact of preparedness cost on the 
national economy demand that the military develop and implement a 
supply system that will meet the needs of both the strategy and the na- 

tional economy. 

I intend to describe the Air Force Supply System, that recognizes 
the needs of strategy balanced against the national economy, by discuss- 
ing the mission, policy, and operating procedures, material require- 
ments and distribution, and our philosophy of management. 
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The supply  m i s s i o n  of the Air  F o r c e  can be e x p r e s s e d  in a few 
w o r d s .  We m u s t  p r o v i d e  the r i g h t  s u p p l i e s  at the r i g h t  p l ace  at the 
r i gh t  t i m e ,  wi thout  e x c e s s e s .  Our" ob j ec t i ve  is to a c c o m p l i s h  th is  
'.,,dth m a x i m u m  e f f e c t i v e n e s s  at m i n i m u m  cos t .  

The Air Materiel Command, one of the 19 separate commands in 
the Air Force, operates the Air Force Supply System under our policy 
direction. We furnish policy by communicating to all major commands 
the legislation of the Congress and the policies and directives emanating 
fro.m the Department of Defense, the Secretaryls Office, and the Air 
Staff. 

We do th is  t h rough  the d e v e l o p m e n t  of po l i cy  and a i r - s t a f f  supp ly  
m a n a g e m e n t  for  s t o r a g e ,  d i s p o s a l ,  d i s t r i b u t i o n ,  c a t a l o g i n g ,  i n v e n t o r y  
c o n t r o l  and a c c o u n t i n g ,  and uni t  equ ipp ing  involv ing  the 1 , 3 3 5 , 0 0 0  
s e p a r a t e  i t e m s  in the s y s t e m .  Eight  h u n d r e d  thousand  of t h e s e  i t e m s  
a r e  p r o c u r e d ,  s t o r e d ,  and d i s t r i b u t e d  by a i r  depots .  F o u r  h u n d r e d  
thousand  a r e  p r o v i d e d  by the A r m y ,  and we l o c a l l y  p u r c h a s e  135,000.  

The  Air  M a t e r i e l  C o m m a n d  i m p l e m e n t s  t h e s e  p o l i c i e s  t h rough  
s p e c i f i c  i n s t r u c t i o n s  and p r o c e d u r e s ,  and m a n a g e s  the s y s t e m  wi th in  i ts  
r e s p o n s i b i l i t i e s ,  t h rough  al l  l e v e l s  of c o m m a n d .  

Commands, other than the Air Materiel Command, have distinct 
responsibilities, whereby they must make known their needs and request 
levels of supply from depots in accordance with established directives. 
In addition, they have responsibility for inventory management of sup- 
plies stored at bases under their jurisdiction. 

The Ai r  F o r c e  Supply S y s t e m  invo lves  two m a j o r  e l e m e n t s :  d e t e r -  
m i n i n g  e s s e n t i a l  r e q u i r e m e n t s ,  and d i s t r i b u t i n g  m a t e r i e l  to the u s e r .  
In o r d e r  to have  s u p p l i e s  w h e r e  and when we need  t h e m ,  the p r o c e s s  of 
d e t e r m i n i n g  r e q u i r e m e n t s  m u s t  c o m m e n c e  with c u r r e n t  o p e r a t i n g  p lans  
and m o b i l i z a t i o n  w a r  p lans .  

O p e r a t i n g  P r o g r a m s  a r e  the d o c u m e n t s  pub l i shed  by the Depu ty  
Chie f  of Staff (Opera t ions}  for  the o r d e r l y  d e v e l o p m e n t  of the a i r  a r m .  
T h e s e  d o c u m e n t s  f o r m  the b a s i s  for  c o m p u t i n g  m a t e r i e l  r e q u i r e m e n t s ,  
budge t  e s t i m a t e s ,  buying  p r o g r a m s ,  and,  upon r e c e i p t  of m a t e r i e l  f r o m  
p r o d u c t i o n ,  d i s t r i b u t i o n  to the u s e r .  The m a t e r i e l  p r o v i d e s  a c o m b a t  
r e a d i n e s s  for  the Ai r  F o r c e  to wage war  at any t ime  with the f o r c e s  in 
being.  

Mobilization war plans are also published by the Deputy Chief of Staff 
(Operations} for the specific D-day employment of air units. They are 



the  b a s i s  for  c o m p u t i n g  a d d i t i o n a l  m a t e r i e l  r e q u i r e m e n t s  fo r  p o s i t i o n -  
ing of r e s e r v e  s u p p l i e s  to s u p p o r t  the Ai r  F o r c e  at  w a r .  

The t r a n s l a t i o n  of t h e s e  p r o g r a m s  and w a r  p l ans  by the A i r  M a t e r i e l  
C o m m a n d  into s p e c i f i e d  q u a n t i t i e s ,  known as  r e q u i r e m e n t s  c o m p u t a t i o n s ,  
is  an invo lved  and d e t a i l e d  p r o c e s s .  Such i m p o r t a n t  f a c t o r s  as  w e a r - o u t  
r a t e ;  a s s e t s  on hand;  s p e c i a l  r e q u i r e m e n t s ;  r e p a i r - c y c l e  t i m e ;  p r o c u r e -  
m e n t  l ead  t ime;  c o n s u m p t i o n  r a t e ;  p a s t - f l y i n g - h o u r  p r o g r a m s ,  and f u t u r e  
p r o g r a m s  a r e  a l l  c o n s i d e r e d  in d e t e r m i n i n g  to ta l  i t e m  r e q u i r e m e n t s .  

While I mention computations briefly, the great number of items in 
the system makes it one of our most difficult tasks, and also one of the 
most important. The magnitude of the task is beyond people and the Air 
Materiel Command is turning more and more to electronic computers 
to do the job. 

The founda t ion  of the m a t e r i e l  d i s t r i b u t i o n  s y s t e m  is the a i r  depot  
c o m p l e x ,  wh ich  c o n s i s t s  of 15 c o n t i n e n t a l  and 5 o v e r s e a s  a i r  depo t s  
l o c a t e d  in the F a r  E a s t ,  E u r o p e ,  and N o r t h  Af r i c a .  

The  o v e r s e a s  depo t s ,  h e r e t o f o r e  u n d e r  the j u r i s d i c t i o n  of the t h e a t e r  
c o m m a n d e r ,  wi l l  be t r a n s f e r r e d  to the Ai r  M a t e r i e l  C o m m a n d  by nex t  
J a n u a r y .  F o r  the f i r s t  t i m e  the e n t i r e  Ai r  F o r c e  depot  supp ly  o p e r a t i o n  
wil l  be the r e s p o n s i b i l i t y  of one a g e n c y ,  n a m e l y ,  the Ai r  M a t e r i e l  C o m -  
m a n d ,  with h e a d q u a r t e r s  at Day ton ,  Ohio. T h i s  c o n s o l i d a t e s  w o r l d w i d e  
w h o l e s a l e  supp ly  o p e r a t i o n s  for  m o r e  e f f e c t i v e  m a n a g e m e n t .  

In r e c e n t  y e a r s  we d e p a r t e d  f r o m  the g e n e r a l  depo t  c o n c e p t ,  w h e r e -  
by a depot  s t o c k s  a l l  k inds  of s u p p l i e s  for  a l l  un i t s  in an a s s i g n e d  g e o -  
g r a p h i c a l  a r e a .  The g e n e r a l  depot  s a t i s f i e s  f ixed a r m y  i n s t a l l a t i o n s .  
H o w e v e r ,  it does  not m e e t  the n e e d s  of a h i g h l y  m o b i l e  f o r c e  c o m m i t t e d  
to i m m e d i a t e  e m p l o y m e n t  on a g loba l  basi.~. The  Air  F o r c e  s y s t e m  m u s t  
g u a r a n t e e  con t i nuous  supply  s u p p o r t ,  r e g a r d l e s s  of the g e o g r a p h i c a l  l o c a -  
t ion  of o p e r a t i o n a l  un i t s .  

The m a g n i t u d e  and m o u n t i n g  c o s t  of supp ly  s u p p o r t  d i c t a t e  a s y s t e m  
that  p r o v i d e s  c e n t r a l i z e d  s u p p o r t  r e s p o n s i b i l i t i e s ,  i n v e n t o r y  c o n t r o l ,  
and e c o n o m i c a l  d i s t r i b u t i o n  for  s p e c i f i c  a i r  w e a p o n s  w h e r e v e r  t hey  
m i g h t  be.  We s a t i s f y  t h e s e  r e q u i r e m e n t s  with the b i zona l  s y s t e m  
e s t a b l i s h e d  in the c o n t i n e n t a l  Uni ted  S ta tes .  

C h a r t  1, page 5. - - T h e  two z o n e s  a r e  s e p a r a t e d  by the M i s s i s s i p p i  
i%iver and the e a s t e r n  b o u n d a r i e s  of I l l i n o i s  and W i s c o n s i n .  The  e a s t  
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zone is  c h a r g e d  with  s u p p o r t i n g  a i r  b a s e s  e a s t  of the M i s s i s s i p p i ,  and 
in add i t ion  those  in E u r o p e ,  N o r t h e a s t  Ai r  C o m m a n d ,  N o r t h  A f r i c a ,  and 
the C a r i b b e a n  a r e a .  The wes t  zone  s u p p o r t s  t hose  wes t  of the M i s s i s -  
s ipp i  R i v e r ,  and A la ska ,  H a w a i i ,  and the F a r  E a s t .  

E a c h  zone  h a s  a c o m p l e t e  s tock  of a l l  p r o p e r t y  c l a s s e s ,  e q u i t a b l y  
d iv ided  on the b a s i s  of t h e i r  n e e d s ,  t ak ing  into a c c o u n t  a i r p l a n e  popu-  
l a t ion ,  uni t  e q u i p m e n t ,  and uni t  s t r e n g t h .  

Under the zonal system, an item in supply is stocked at only one 
eastern and only one western depot. For example, Oklahoma City is the 
prime depot for B-47 spare parts, with Warner Robins as the opposite 
zonal depot. Although both depots are responsible for zonal support 
within their respective zones, Oklahoma City is the supply-demand 
control point for B-47 parts. 

T h u s ,  e a c h  depot  has  a dual  r e s p o n s i b i l i t y .  It is  the s u p p l y - d e m a n d  
c o n t r o l  and d i s t r i b u t i o n  poin t ,  and t h e r e f o r e  p r i m e  fo r  s o m e  c l a s s e s ,  
and h a s  only  d i s t r i b u t i o n  or  zona l  r e s p o n s i b i l i t y  for  o t h e r s .  

T h e s e  15 depo t s ,  with 50 m i l l i o n  s q u a r e  fee t  of c o v e r e d  w a r e h o u s e  
s p a c e ,  a r e  coequa l  in supply  i m p o r t a n c e .  T h e y  c o m p u t e  to ta l  A i r  F o r c e  
m a t e r i e l  r e q u i r e m e n t s ,  and they  p r o c u r e  and c o n t r o l  w o r l d w i d e  d i s t r i b u -  
t ion  for  those  i t e m s  for  wh ich  they  have  p r i m e  r e s p o n s i b i l i t y .  In a d d i -  
t ion  to depot  r e p a i r ,  a l l  15 depo t s  u t i l i z e  c o n t r a c t  m a i n t e n a n c e  to r e t u r n  
r e p a r a b l e s  to the s y s t e m .  

The depo t s  i n d i c a t e d  by g r e e n  s t a r s  a r e  A i r  M a t e r i e l  Ai r  C o m m a n d s ,  
of which  t h e r e  a r e  e ight ,  with a d d i t i o n a l  r e s p o n s i b i l i t i e s  o t h e r  than  supply .  
T h e y  a r e  l a r g e  i n d u s t r i a l  c o m p l e x e s  and a r e  c a p a b l e  of o v e r h a u l i n g  a i r -  
p l a n e s ,  e n g i n e s ,  and o t h e r  c o m p o n e n t s .  T h e y  a l s o  f u r n i s h  t e c h n i c a l  
a s s i s t a n c e  to a l l  Ai r  F o r c e  un i t s  in t h e i r  a r e a s  on supp ly  and m a i n t e -  
n a n c e  p r o b l e m s .  

The  r e d  s t a r s  r e p r e s e n t  t h r e e  l o g i s t i c  c o n t r o l  g r o u p s ,  wh ich  r e -  
c e i v e  a l l  o v e r s e a s  depot  supp ly  d e m a n d s ,  d i s t r i b u t e  the d e m a n d s  to the 
a p p r o p r i a t e  zona l  depo t s  for  supply  ac t i on ,  and m o n i t o r  a l l  ou tgo ing  
s h i p m e n t s  to o v e r s e a s  d e p o t s .  

The  depo t  s y s t e m  is o p e r a t e d  by 40 ,000  supp ly  p e r s o n n e l  who p r o c e s s  
e a c h  m o n t h  3-1/2 m i l l i o n  l ine  i t e m s ,  e q u i v a l e n t  to 400 ,000  tons .  It is  
p e r t i n e n t  tha t  d o l l a r w i s e  75 p e r c e n t  of the s u p p l i e s  we buy  a r e  r e -  
c o v e r a b l e  by r e p a i r .  T h e s e  m u s t  c y c l e  t h r o u g h  the depot  s y s t e m .  Tha t  
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is the major difference between the Air Force and the commercial 
merchandizer. 

The depots are the principal supply source of 631 Air Force in- 
stallations, equally divided between the United States and overseas. In 
addition to 286 air bases, these installations include aircraft control 
and warning sites, ground control and reception sites, communications 
and control centers, headquarters isolated from air bases, and de- 
tachments of all kinds. 

T h e s e  i n s t a l l a t i o n s  ob ta in  t h e i r  s u p p l i e s  f r o m  s ix  m a i n  s o u r c e s :  
a i r  depo t s ,  a r m y  d e p o t s ,  p e t r o l e u m  r e f i n e r i e s ,  l o c a l  p u r c h a s e ,  ba se  
m a i n t e n a n c e ,  and o t h e r  a i r  b a s e s .  B a s e s  r e q u i s i t i o n  55 m a j o r  and 
195 s u b c l a s s e s  of s u p p l i e s ,  c o n s i s t i n g  of 800,000 i t e m s  tha t  a r e  e i t h e r  
ob t a ined  t h r o u g h  or  s t o r e d  in a i r  depo t s .  Th i s  p r o p e r t y  i n c l u d e s  a i r -  
f r a m e  s p a r e  p a r t s ;  e n g i n e s  and a c c e s s o r i e s ;  p h o t o g r a p h i c  e q u i p m e n t ;  
a r m a m e n t  and f i r e  c o n t r o l  s y s t e m s ;  c lo th ing  and p e r s o n a l  e q u i p m e n t ;  
a i r b o r n e  c o m m u n i c a t i o n s ;  r a d a r  and n a v i g a t i o n a l  equ ipmen t ;  shop 
m a c h i n e r y  and s p e c i a l  tools ;  and m a n y  o the r  k inds  of p r o p e r t y  tha t  a r e  
p e c u l i a r  to A i r  F o r c e  o p e r a t i o n s .  

The air bases requisition 400,000 common-use items from army 
depots. These items are procured and stored in army wholesale depots 
for our use and are purchased with Air Force funds. They include 
tactical vehicle parts; ammuniti~)n; common communications equipment; 
engineer construction; railroad and chemical equipment; subsistence; 
medical, and other supplies commonly used by both the Air Force and 
the Army. 

The  A r m e d  S e r v i c e s  P e t r o l e u m  P u r c h a s i n g  Agency ,  a jo in t  D e p a r t -  
m e n t  of D e f e n s e  a c t i v i t y ,  p r o c u r e s  a l l  bulk p e t r o l e u m  p r o d u c t s  for  a l l  
m i l i t a r y  s e r v i c e s .  T h e s e  p r o d u c t s  a r e  ob ta ined  f r o m  c o m m e r c i a l  
s u p p l i e r s  who d e l i v e r  t h e m  d i r e c t l y  to the a i r  b a s e  or  an i n t e r m e d i a t e  
s t o r a g e  f a c i l i t y .  An a i r  depot  m a n a g e s  our  fue l  and c o n t r o l s  i ts  d i s t r i -  
bu t ion  w o r l d w i d e .  

The  Ai r  F o r c e  has  a d y n a m i c  l o c a l - p u r c h a s e  p r o g r a m  tha t  i n v o l v e s  
the  p r o c u r e m e n t  of 135,000 i t e m s  of supply ,  o r d i n a r i l y  a v a i l a b l e  f r o m  
c o m m e r c i a l  v e n d o r s .  L o c a l  p u r c h a s e ,  as  d i s t i n c t  f r o m  c e n t r a l  p r o -  
c u r e m e n t  by a i r  depo t s ,  ha s  a c c o u n t e d  fo r  h i g h - d o l l a r  s a v i n g s ,  due to 
d e c r e a s e d  p a p e r  w o r k ,  w a r e h o u s e  r e q u i r e m e n t s ,  t r a n s p o r t a t i o n  and 
h a n d l i n g  c o s t s ,  and i n v e n t o r y  i n v e s t m e n t .  
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We are required to procure from General Services Administration 
warehouses 2,300 local-purchase items, such as common housekeeping 
property and office equipment. 

Base maintenance is an important supply source. It is our policy 
to perform maintenance at the lowest possible echelon. Last year 863 
million dollars worth of unserviceable materiel generated by Air Force 
bases was repaired in base shops or by local commercial activities and 
returned to base supply as serviceable stock. It eliminates shipment of 
these reparables to depot facilities and saves a great many dollars that 
would have been spent for packing, crating, transportation, and handling. 

Finally, bases support each other. They swap supplies to meet 
emergency requirements, and balance the distribution of stocks. 

Air Force headquarters establishes stockage objectives for both 
depots and bases. It is our principal control over stock levels and, 
to a great extent, prevents attempts to overstock or hoard inventory 
assets. The stockage objective is a fixed factor in days of supply which 
limits stock levels and considers economy in investment and replenish- 
ment. The stockage objective alone does not determine the specific 
quantity of items that must be stocked to support the operational mission. 
There are two other important factors: The variables of consumption 
rate and time required for resupply. Since supply-demand is dependent 
upon the geographic mission and facilities, the variable factors are best 
known by the operating base. 

For example, the pipeline to a fighter wing based in North Africa 
would be considerably longer than for a wing located in the Northeast 
states. On the other hand, stock levels of a training unit would be 
higher than those of an operational unit, for student training results in 
greater wear and tear on airframes, engines, tires, and brakes. 

The principles also apply to determination of air-depot stock levels. 
However, air depots use consolidated data for calculation of the con- 
sumption factor, and stockage objectives are higher to insure uninter- 
rupted supply support. 

This formula for computing stock levels provides for these factors 
and establishes essential and economical stock levels. 

Prior to 1953, stockage and inventory policies were identical for 
all items, and they received the same management. The magnitude of 
the job, with limited personnel resources, required selective management. 
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An i t e m  and c o s t  a n a l y s i s  r e v e a l e d  tha t ,  of the d i f f e r e n t  i t e m s  
s t ocked  at  tha t  t i m e ,  2-1/2 p e r c e n t  of t h e m  c o n s t i t u t e d  45 p e r c e n t  of the 
d o l l a r  i n v e s t m e n t ;  22 p e r c e n t  a c c o u n t e d  for  40 p e r c e n t  of the d o l l a r s ;  and 
the b a l a n c e  of 75 p e r c e n t  a c c o u n t e d  fo r  on ly  15 p e r c e n t  of the d o l l a r s .  
Th i s  i n d i c a t e d  tha t  a l a r g e  p o r t i o n  of our  i n v e n t o r y  d o l l a r  was  con f ined  
to a r e l a t i v e l y  s m a l l  n u m b e r  of i t e m s - - a n  a r e a  tha t  we could  exp lo i t .  
T h e r e f o r e ,  we d iv ided  our  i n v e n t o r y  into  t h r e e  c a t e g o r i e s  to p e r m i t  
s e l e c t i v e  m a n a g e m e n t  b a s e d  on uni t  cos t .  

The  i n i t i a l  c a t e g o r i z a t i o n  did not m e e t  our  n e e d s ,  b e c a u s e  the r a n g e  
o f  i t e m s  s e l e c t e d  fo r  the " H i - V a l u "  c a t e g o r y  was  too l a r g e .  N o r  did 
s e l e c t i o n  by un i t  v a l u e  a lone  p r o v e  s a t i s f a c t o r y .  We found it d e s i r a b l e  
to c l o s e l y  c o n t r o l  s o m e  l o w e r  u n i t - c o s t  i t e m s  with  a l a r g e  g r o s s  i n v e s t -  
m e n t .  

F o r  e x a m p l e ,  the F - 8 9  i n t e r c e p t o r  r e q u i r e d  f r e q u e n t  r e p l a c e m e n t  
of an  e n g i n e  i n s u l a t i o n  b l anke t ,  which  cos t  46 d o l l a r s .  The  T - 3 3  t r a i n e r  
u s e d  a l a r g e  quan t i t y  of t a i lp ipe  c l a m p s ,  va lued  at 102 d o l l a r s .  The  c o n -  
s u m p t i o n  r a t e  of t h e s e  i t e m s  was  so h igh that  the q u a n t i t i e s  a m o u n t e d  
to s e v e r a l  m i l l i o n  d o l l a r s .  

C o n v e r s e l y ,  we had s o m e  high u n i t - c o s t  i t e m s  wi th  a r e l a t i v e l y  
s m a l l  to ta l  i n v e s t m e n t  tha t  did not  j u s t i f y  c l o s e  c o n t r o l .  F o r  e x a m p l e ,  
the 5 t h o u s a n d  d o l l a r  wing a s s e m b l y  for  the T-33  t r a i n e r  and the  7 thou-  
sand  d o l l a r  door  a s s e m b l y  for  the B-47  a r e  u sed  so i n f r e q u e n t l y  tha t  the 
to ta l  i n v e s t m e n t  is  r e l a t i v e l y  s m a l l .  

Recognition of these facts led to criteria refinement. 

Th i s  i s  the c u r r e n t  p a t t e r n  fo r  c a t e g o r i z a t i o n  of Ai r  F o r c e  s t o c k -  
n u m b e r e d  i t e m s .  All  Ai r  F o r c e  s t o c k - n u m b e r e d  i t e m s  that  we s t o r e  
and d i s t r i b u t e  have  b e e n  c a t e g o r i z e d .  T h e s e  935 ,000  i t e m s  a r e  e i t h e r  
c e n t r a l l y  p r o c u r e d  or  l o c a l l y  p u r c h a s e d ,  and inc lude  s t o c k  fund s u p p l i e s ,  
such  as  p e t r o l e u m  p r o d u c t s ,  p e r s o n a l  and f ly ing  c lo th ing ,  off ice  s u p p l i e s ,  
a i r b o r n e  c o m m u n i c a t i o n s ,  b o m b i n g  and p h o t o g r a p h i c  e q u i p m e n t ,  shop 
m a c h i n e r y  and t oo l s ,  a i r c r a f t  s p a r e  p a r t s  and r e l a t e d  s u p p o r t  e q u i p m e n t ,  
and c o m m e r c i a l  v e h i c l e  s p a r e  p a r t s .  

The  400 ,000  l i ne  i t e m s  that  we ob ta in  f r o m  the A r m y  h a v e  not b e e n  
c a t e g o r i z e d  b e c a u s e  A r m y  c a t a l o g s  do not  p r o v i d e  for  the code .  T h e y  
wil l  be  c a t e g o r i z e d  when  we c o n v e r t  to F e d e r a l  s t ock  n u m b e r s  and t hey  
a r e  pub l i shed  in Ai r  F o r c e  c a t a l o g s .  
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C a t e g o r y  I, c a l l e d  " H i - V a l u , "  c o n s i s t s  of 9 ,700  s e l e c t e d  i t e m s  such  
as  je t  eng ine  c o m p r e s s o r s  and t u r b i n e  w h e e l s ,  F - 1 0 0  :zockpit c a n o p i e s ,  
and B-47  b o m b i n g  s y s t e m  c o m p u t e r s .  

We buy f e w e r  q u a n t i t i e s  of t h e s e  i t e m s  for  s tock .  We s e g r e g a t e  t h e m  
in w a r e h o u s e s  for  p h y s i c a l  i n v e n t o r y  e v e r y  t h r e e  m o n t h s  and we a c c e l e r -  
a te  t h e i r  m o v e m e n t  t h r o u g h  the supp ly  s y s t e m ,  u s i n g  p r e m i u m  c o m m u n i -  
c a t i o n  and t r a n s p o r t a t i o n .  Th i s  g ives  us the m e a n s  of a c h i e v i n g  our  
u l t i m a t e  o b j e c t i v e  of m i n i m u m  i n v e s t m e n t  in " H i - V a l u "  i t e m s .  

Spa re  e n g i n e s  a r e  t r e a t e d  as a d i s t i n c t  c o m m o d i t y  b e c a u s e  of h igh  
cos t  and the need  for  an o p t i m u m  r e p a i r  s c h e d u l e  and m i n i m u m  p i p e l i n e .  
S tock l e v e l s  at  both b a s e s  and depots  a r e  the l o w e s t  of any  c o m m o d i t y  
with the e x c e p t i o n  of a v i a t i o n  fue l s .  Stock p o s i t i o n  is b a s e d  on w a r  p l an  
f ly ing  h o u r s .  We a r e  i n i t i a t i ng  p r o c e d u r e s  to a c c o u n t  for  eng ine  by 
s e r i a l  n u m b e r ,  and t hey  a r e  i n v e n t o r i e d  at  l e a s t  once  a mon th .  

C a t e g o r y  II c o n t a i n s  a p p r o x i m a t e l y  270 ,000  i t e m s ,  such  as a i r c r a f t  
s t a r t e r s  and g e n e r a t o r s  and w h e e l s  and b r a k e s .  T h e s e  i t e m s  would 
a p p e a r  to w a r r a n t  s t r i n g e n t  c o n t r o l s ,  but we canno t  a f fo rd  to m a n a g e  
th i s  l a r g e  v o l u m e  in the s a m e  way  that  we do the " H i - V a l u "  i t e m s ,  b e -  
c a u s e  the cos t  in a d m i n i s t r a t i o n  and p e r s o n n e l  is  p r o h i b i t i v e .  Nor  can  
we a f fo rd  the high cos t  of p r e m i u m  c o m m u n i c a t i o n  and t r a n s p o r t a t i o n  
for  r o u t i n e  r e s u p p l y .  

T h e r e f o r e ,  C a t e g o r y  II depot  l e v e l s  a r e  30 days  h i g h e r  than  those  
of " H i - V a l u , "  but b a s e  l e v e l s  a r e  i d e n t i c a l .  T h e s e  s t o c k s  a r e  not  s e g -  
r e g a t e d  in w a r e h o u s e s ,  and a r e  p h y s i c a l l y  i n v e n t o r i e d  e v e r y  s ix  m o n t h s .  

C a t e g o r y  III c o n t a i n s  a p p r o x i m a t e l y  650 ,000  i t e m s ,  such  as  g a s k e t s  
and hose  c o n n e c t o r s .  T h e s e  l o w - i n v e s t m e n t  r a t i o  i t e m s  p r e s e n t  an 
o p p o r t u n i t y  to r e d u c e  the r e s u p p l y  cos t .  The  Rand C o r p o r a t i o n  a n a l y z e d  
w o r l d w i d e  Ai r  F o r c e  c o n s u m p t i o n  da ta  for  a p e r i o d  of one y e a r ,  and it 
was  i n t e r e s t i n g  to note tha t  o v e r  t h r e e - f o u r t h s  of the i t e m s  c o n s u m e d  
w e r e  in th i s  l o w - c o s t  c a t e g o r y .  

By i n c r e a s i n g  our  b a s e  s t o c k a g e  o b j e c t i v e s  and d e c r e a s i n g  the 
f r e q u e n c y  of r e s u p p l y ,  it h a s  b e e n  p o s s i b l e  to r e d u c e  the a d m i n i s t r a t i v e  
r e s u p p l y  c o s t  of t h e s e  i t e m s  by 65 p e r c e n t .  T h e r e  a r e  c o m m e n s u r a t e  
s a v i n g s  in p a c k i n g ,  h a n d l i n g ,  c r a t i n g ,  and t r a n s p o r t a t i o n ,  and we 
p h y s i c a l - i n v e n t o r y  t h e s e  i t e m s  once  a y e a r .  

T h e s e  935 ,000  i t e m s  r e p r e s e n t  83 p e r c e n t  of our  to ta l  i n v e n t o r y  
inve s t m e  nt.  
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The modern Air Force, with increased materiel complexity, has 
clearly demonstrated that detailed item management was unwieldy and 
in fact impossible. The scope of the management task dictated a 
common denominator which could be used as a tool of management. The 
common denominator dollars for inventory accounting has become an 
important part of the Air Force financial management system. 

The first four phases, covering worldwide warehouse assets at all 
depots and bases, have been completed. The completion of the remain- 
ing eight phases will give us a system that will permit a balancing of 
dollar assets with the requirements of operating programs and war plans. 

Monetary inventory produces dollar information that will assist 
managers to take timely action in many of the sensitive areas of supply 
operations. The manager can take corrective action before imminent 
shortages reach an out-of-stock stage. He can take action to cancel or 
reschedule deliveries when shortages are indicated. He can measure 
procurement effectiveness by balancing fund obligations and deliveries. 
He can control reparable stocks for repair and for return to the system 
and he can measure the progress of disposal programs. 

The dollar reporting of inventories is in its infancy and, as in all 
new systems, it will take time and experience to reach our objectives. 

The Air Force inventory is accounted for and managed by two 
methods, based upon the manner of financing. The major portion, 12.9 
billion dollars, is financed by appropriated funds, and the lesser portion, 
850 million dollars, is financed by the Air Force stock fund. I will 
discuss these portions separately. 

Of the portion bought with annual appropriations, 85 percent is 
stored in depots and 86 percent is located in the United States. The 
location of the bulk of this inventory in depots and in the United States 
discloses a healthy condition. It centralizes inventory and distribution 
control in our most specialized facilities and with our most competent 
management; and, most important, it permits ready distribution to meet 
a global situation. 

As would be expected, 7.8 billion, or 61 percent, consists of parts 
to support the basic airplane. A recent Air Materiel Command study 
revealed that, of each dollar spent for aircraft spares, 25 percent was 
for spare engines, 25 percent for engine spare parts, 25 percent for 
airframes, I0 percent for electronic and armament controls, and 15 
percent in other Government furnished aeronautical equipment. 
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The Ai r  F o r c e  s tock  fund is b a s e d  upon a b u y e r - s e l l e r  r e l a t i o n s h i p ,  
and is our  c l o s e s t  a p p r o a c h  to c o m m e r c i a l  p r a c t i e e .  The  p r e c e d e n t  
fo r  the fund was  e s t a b l i s h e d  by the Navy  in the l a s t  c e n t u r y ,  when  ship  
c a p t a i n s  w e r e  g iven  voyage  p r o v i s i o n  m o n i e s  to f i nance  the ship  o p e r a -  
t ions  as  t hey  s a i l e d  a r o u n d  the w o r l d .  T h e s e  m o n i e s  pa id  the c r e w ,  
bought  food,  s a i l ,  c o r d a g e  and o t h e r  s h i p ' s  s u p p l i e s  f r o m  p o r t  o u t f i t t e r s  
in the s a m e  m a n n e r  as  the m e r c h a n t  t r a d e r s .  

In 1949 C o n g r e s s  o r g a n i z e d  the S e c r e t a r y  of D e f e n s e  to expand  the 
s t o c k  funds  to o t h e r  m i l i t a r y  d e p a r t m e n t s .  L ike  the ship  c a p t a i n s ,  A i r  
B a s e  C o m m a n d e r s  a r e  now a p p o r t i o n e d  funds  to p u r c h a s e  s u p p l i e s  f r o m  
the s t o c k - f u n d  i n v e n t o r y .  

The fund has five subdivisions: clothing, commissary, aviation 
fuels, general supplies, and medical-dental. These divisions were 
initially capitalized by on-hand supplies and equipment expressed in 
dollars. Additional dollars were allocated to the fund for working 
capital. Fund managers buy stocks and with working capital in accord- 
ance with estimated future requirements, and sell the inventory to con- 
sumers. Therefore, consumer sales convert inventory into cash to use 
again for the purchase of new supplies. This cyclical process gives to 
the stock fund the self-supporting character of a commercial enterprise. 
Our sales for this fiscal year are anticipated at I. 2 billion dollars. 

The fund is  f i n a n c i a l l y  f l ex ib l e ,  in tha t  m o n i e s  can  be t r a n s f e r r e d  
a m o n g  the d i v i s i o n s  as  r e q u i r e d .  The  f i n a n c i a l  s t a t u s  is r e v i e w e d  e a c h  
y e a r  by the  C o n g r e s s ,  and funds  m a y  be added  or  w i t h d r a w n ,  d e p e n d i n g  
upon w o r k i n g  cap i t a l  n e e d s .  

Th i s  p o r t i o n  of our  i n v e n t o r y  a m o u n t s  to 850 m i l l i o n  d o l l a r s .  C l o t h -  
ing a m o u n t s  to 236 m i l l i o n  d o l l a r s ;  c o m m i s s a r y  is 48 mi l l i on ;  f u e l s  
a c c o u n t  for  206 m i l l i o n  d o l l a r s ;  g e n e r a l  s u p p l i e s  256 mi l l ion ;  and m e d i c a l -  
den ta l  104 m i l l i o n  d o l l a r s .  

It is  i n t e n d e d  that  s t ock  funds p r o v i d e  i n c e n t i v e  to c o m m a n d e r s  to 
l ive  wi th in  t h e i r  o p e r a t i n g  budge t s .  

Our  p l anned  u s e  of the to ta l  i n v e n t o r i e s  is d iv ided  into f ive  s e g -  
m e n t s :  o p e r a t i n g  s t o c k s ,  m o b i l i z a t i o n  r e s e r v e s ,  e c o n o m i c  r e t e n t i o n  
s t o c k s ,  he ld  for  o t h e r s ,  and e x c e s s .  

The  o p e r a t i n g  s t ocks  s u p p o r t  26 ,000  Ai r  F o r c e  a i r c r a f t  fo r  a p e a c e -  
t i m e  m i s s i o n ,  and p r o v i d e  fo r  c o m b a t  r e a d i n e s s .  T h e s e  s t o c k s  a l s o  
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s u p p o r t  6 t h o u s a n d  M u t u a l  D e f e n s e  A s s i s t a n c e  P r o g r a m  a i r c r a f t .  T h e  
m o b i l i z a t i o n  r e s e r v e s ,  a d d e d  to  t he  o p e r a t i n g  s t o c k s ,  w i l l  s u p p o r t  t he  
e m p l o y m e n t  of  a v a i l a b l e  f o r c e s  on a s p e c i f i e d  D - d a y  in  a c c o r d a n c e  w i t h  
w a r  p l a n s .  E c o n o m i c  r e t e n t i o n  s t o c k s  a r e  no t  r e q u i r e d  f o r  c u r r e n t  
o p e r a t i n g  p r o g r a m s  n o r  m o b i l i z a t i o n  p l a n s ,  b u t  a r e  h e l d  a s  an  a d d i t i o n a l  
r e s e r v e  f o r  f o r e s e e a b l e  n e e d s .  F o r  e x a m p l e ,  i t  i s  g o o d  b u s i n e s s  t o  
r e t a i n  C - 4 7  a n d  B - 2 5  a i r c r a f t  e n g i n e s  and  s p a r e  p a r t s  t h a t  a r e  in  l o n g  
s u p p l y .  I t  c o s t s  l e s s  to  s t o r e  t h e s e  t h a n  to  r e t o o l  and  p r o c u r e  s m a l l  
q u a n t i t i e s  a t  s o m e  f u t u r e  d a t e .  

We a r e  h o l d i n g  s t o c k s  of  a i r c r a f t  s p a r e s  p u r c h a s e d  w i t h  A r m y  f u n d s  
f o r  t h e  s u p p o r t  of  A r m y  a i r c r a f t .  

T h e  r a p i d  d e v e l o p m e n t  of a i r p o w e r  and  t he  h i g h l y  s p e c i a l i z e d  a n d  
t e c h n i c a l  n a t u r e  of  a i r c r a f t  s p a r e  p a r t s  r e s u l t  in a h i g h  r a t e  of  o b s o l e s -  
c e n c e .  In  t h e  p a s t  t h r e e  y e a r s  we h a v e  d e c l a r e d  e x c e s s  1 . 3  b i l l i o n  d o l -  
l a r s  w o r t h  of  p r o p e r t y  a t  a c q u i s i t i o n  c o s t .  S ix ty  p e r c e n t  of  t h i s  e x c e s s  
w a s  t e c h n i c a l  s u p p l i e s  and  e q u i p m e n t  p e c u l i a r  to  a i r c r a f t .  At  t h e  p r e s -  
e n t  t i m e  we h a v e  g e n e r a t e d  one  b i l l i o n  d o l l a r s  in  e x c e s s  p r o p e r t y  w h i c h  
m u s t  be  p u r g e d  f r o m  t h e  i n v e n t o r y  to r e d u c e  c o s t s  c o n n e c t e d  w i t h  i n -  
s p e c t i o n ,  c a r e ,  h a n d l i n g ,  and  s t o r a g e .  

F o r  t h e  m o s t  p a r t ,  t h e  g e n e r a t i o n  of  h i g h - d o l l a r  e x c e s s e s  r e f l e c t s  
t h e  t r a n s i t i o n  of t h e  m o d e r n  A i r  F o r c e  f r o m  t h e  p r o p e l l e r  t y p e  to  j e t s .  
B y  n e x t  J u l y  t h e  A i r  F o r c e  w i l l  h a v e  a c t i v a t e d  131 c o m b a t  w i n g s  of  t h e  
137 w i n g  p r o g r a m m e d  f o r c e ,  in a d d i t i o n  to 141 s u p p o r t i n g  u n i t s .  E i g h t y  
p e r c e n t  of  t h e s e  c o m b a t  w i n g s  a r e  to  be  e q u i p p e d  w i t h  j e t  a i r c r a f t .  A 
c o n t i n u o u s  i n p u t  of  s u p p l i e s  and  e q u i p m e n t  i s  n e c e s s a r y  f o r  r e p l e n i s h -  
m e n t ,  b u i l d u p  f o r  a l a r g e r  f o r c e ,  and  f o r  w a r  r e s e r v e s .  F o r  t h e  p a s t  
t h r e e  y e a r s  t he  A i r  F o r c e  h a s  b e e n  p r o v i d e d  on t he  a v e r a g e  3-1/2  b i l l i o n  
d o l l a r s  e a c h  y e a r  f o r  t he  p u r p o s e  of  f i n a n c i n g  i n v e n t o r y  i n p u t .  

I w o u l d  l i k e  to  d i s c u s s  s t o c k  t u r n o v e r .  In  s o m e  c a s e s  i n d i v i d u a l  
t u r n o v e r  r a t e s  a n d  s i m i l a r  c r i t e r i a  a r e  u s e f u l  in  m a n a g e m e n t  of  m i l i t a r y  
s u p p l i e s .  H o w e v e r ,  t he  c o m m e r c i a l  p r a c t i c e  of  u s i n g  t u r n o v e r  r a t e s  
c a n  be  m i s l e a d i n g ,  and  we  m u s t  u s e  i t  w i t h  c a u t i o n .  O u r  m i s s i o n  i s  
p r e p a r e d n e s s  to  m e e t  a n a t i o n a l  e m e r g e n c y .  T h e  p u r p o s e  of  b u s i n e s s  
i s  to  s t o c k  m e r c h a n d i s e  t h a t  c a n  be  r e a d i l y  s o l d ,  and  we do  n o t  h a v e  t he  
c o m m e r c i a l  o p e r a t o r ' s  l a t i t u d e .  M o b i l i z a t i o n  r e s e r v e s  and  p r e p o s i t i o n e d  
s t o c k s  a r e  h e l d  f o r  a s p e c i f i c  p u r p o s e  and  a r e  n o t  i n t e n d e d  to  t u r n  o v e r .  
F u r t h e r m o r e ,  a l a r g e  p o r t i o n  of  o u r  s t o c k s  c y c l e  f r o m  i s s u e  to  u s e  t o  
r e p a i r  a n d  b a c k  to  u s e .  T h e r e f o r e ,  p i p e l i n e  and  r e p a i r  t i m e ,  in  a d d i t i o n  
to  c o n s u m p t i o n  r a t e ,  g r e a t l y  i n f l u e n c e  t u r n o v e r .  T h e s e  c o n d i t i o n s ,  
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f o r e i g n  to c o m m e r c i a l  o p e r a t o r s ,  l i m i t  our  p r a c t i c a l  u se  of th is  m a n a g e -  
m e n t  tool .  

An overall turnover rate for a heterogeneous inventory is not partic- 
ularly useful, and we do not plan to use it as a guide to management, but 
we will use the principle for specific commodities such as fuel, clothing, 
and any other where the rate means something. As a matter of informa- 
tion, fuels turned over 2.6 times last year. Commissary goods had a rate 
of 8. A sampling of 30 air bases shows that local-purchase stocks turn 
over about 3 times each year. 

I wou]d l ike  to go back  five y e a r s ,  when  the supp ly  s y s t e m  s u p p o r t e d  
48 c o m b a t  w ings ,  m o s t l y  p r o p e l l e r  p o w e r ,  with a supp ly  s t r u c t u r e  tha t  
was  i n a d e q u a t e  and ou tda ted .  The b i zona l  depot  s y s t e m ,  a l though  con-  
c e i v e d ,  was  not fu l ly  i m p l e m e n t e d .  P r o p e r t y  a c c o u n t i n g  was  not c o m -  
p l e t e l y  m e c h a n i z e d ,  and m o d e r n  m a t e r i a l s  h a n d l i n g  s y s t e m s  w e r e  not 
e m p l o y e d .  U n w i e l d y  i t e m  da ta  was  the m a j o r  m a n a g e m e n t  tool ,  and 
nuts  and bo l t s  r e c e i v e d  the s a m e  e m p h a s i s  as  c o s t l y  and i m p o r t a n t  
supp ly  i t e m s .  All  i t e m s  in the supply  s y s t e m  w e r e  c e n t r a l l y  p r o c u r e d  
by H e a d q u a r t e r s ,  Ai r  M a t e r i e l  C o m m a n d ,  and w e r e  m a n a g e d  to the b e s t  
of t h e i r  ab i l i ty .  The  m a j o r  supply  r e s p o n s i b i l i t y  of the a i r  depo t s  was  
d i s t r i b u t i o n .  

The  supp ly  s y s t e m  had to be r e d e s i g n e d  to s u p p o r t  i n c r e a s i n g l y  
c o m p l e x  w e a p o n  s y s t e m s  and h i g h e r  r a t e s  of a c t i v i t y .  A 220 t h o u s a n d  
d o l l a r  W o r l d  War  II b o m b e r  r e q u i r e d  6 ,500  new supp ly  i t e m s .  The 2 
m i l l i o n  d o l l a r  B-47 r e q u i r e s  20 thousand  new i t e m s .  We a r e  add ing  
new i t e m s  to the i n v e n t o r y  at  the r a t e  of 14 t housand  e a c h  mon th ,  whi le  
we d rop  out 3 ,000  that  a r e  o b s o l e t e .  

Indicative of the increased rate of activity, flying hours have in- 
creased 250 percent in the past 5 years, while total civilian and military 
strength doubled. This increasing complexity, activity, and cost, with 
continuing efforts to increase the ratio of combat to supporting person- 
nel, demanded improved management, and a more responsive system. 

The magnitude of the Air Force supply system dwarfs any business 
organization in the world. No business attempts to serve the con- 
stantly changing needs of so many customers with such a diversified 
range of products; nor does big business manage a multibillion-dollar 
operation with 1 I, 000-dollar-a-year executives. 

We can compare our supply system with a large industry in that 
each of us buys, stores, and ships material, and many of the operating 
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procedures and the methods used are identical. But, when we begin to 
analyze the objective of military operations, the reason we are in busi- 
ness, similarity ends. A concept has been expressed to the effect that 
logistic support can be divided into two separate and distinct categories; 
combat related, and therefore a military function; and supplies related, 
a civilian function. 

Acceptance of that concept would recognize a practical separation 
of IQgistic support and tactical operations and the related strategy. No 
such distinction actually exists, and no clear line of demarcation can be 
established between them. The basic purpose of logistic support is to 
effectively create a weapon and bring it to bear on a target. Recognition 
of this fact dictates careful examination of any philosophy which would 
divorce from the military commander the logistic support of his opera- 
tion. 

Our management processes are directed toward maximum military 
effectiveness at minimum cost, but military effectiveness must be con- 
sidered first. This subordination of cost is contrary to the training and 
thinking of the average business executive. We have no sales competi- 
tion, and there is no second place--only the victor and the vanquished. 

Business experience, however successful, does not guarantee an 
ability to direct military logistic operations, and we cannot, as some 
people assume, merely call upon a great reservoir of civilian talent 
to provide the management we require. Therefore, we must develop 
our own managers; and this means training professional military men 
in logistics management; and they must be supported with the best 
possible civilian talent we can find. 

These civilian positions at air depots and higher echelons must be 
established in the highest civil-service grades, to attract the kind of 

talent we need. 

The past five years have seen substant ial  progress in keeping pace 
with the expansion of the air arm from 48 combat wings to 125 wings, of 
which 39 are employed in overseas areas. We have fully implemented 
the bizonal air depot concept. The inventory has been categorized to 
emphasize better management of high-value'items. Monetary accoun- 
ting has been established as an effective management tool. Depots have 
mechanized property accounting by use of electrical accounting machines, 
and mechanization is being extended to base level. This gives us in- 
ventory data which is even more accurate and timely, and we are doing 
a bigger job with no more people. 
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Depots are using electronic computers for requirements computa- 
tion, to capitalize on the inherent speed and accuracy of the machine. 
Modernization of materials-handling systems has expedited the flow 
of material at reduced handling costs. 

The l o c a l - p u r c h a s e  p r o g r a m  has  r e d u c e d  the depot  i n v e n t o r y  by 
135,000 i t e m s  at  a g r e a t l y  r e d u c e d  o v e r a l l  cos t .  I n c r e a s e d  a i r l i f t  of 
h i g h - v a l u e  i t e m s  has  r e d u c e d  supply  p i p e l i n e s ,  with a c o n t i n u i n g  r e -  
duc t ion  of in i t i a l  i n v e n t o r y  i n v e s t m e n t .  

The  137 c o m b a t - w i n g  Air  F o r c e  wi l l  be a c h i e v e d  in 1957 and our  
supp ly  s y s t e m  wil l  see  m a n y  c h a n g e s  by tha t  t i m e .  

We have  r e a c h e d  an u n d e r s t a n d i n g  with  the A r m y ,  Navy,  and M a r i n e  
C o r p s  on i n t e r s e r v i c e  supp ly  s u p p o r t  fo r  c o m m o n - u s e  i t e m s .  The p r o -  
p o s e d  a g r e e m e n t  wi l l  p r o v i d e  fo r  s y s t e m a t i c  e x c h a n g e  of s u p p l i e s ,  and 
wi l l  r e d u c e  the to ta l  p r o c u r e m e n t ,  s t o c k a g e ,  and b a c k - h a u l i n g .  It wi l l  
p r e v e n t  d u p l i c a t i o n  of e f fo r t  and p r o v i d e  m a x i m u m  u t i l i z a t i o n  of long  
supply  a s s e t s  b e f o r e  s e r v i c e  in s h o r t  supp ly  p r o c u r e s  f r o m  i n d u s t r y .  

An i n t r a d e p o t  t r a n s c e i v e r  n e t w o r k  for  r a p i d  e l ec t r i c a l  t r a n s m i s s i o n  
of supp ly  d e m a n d s  is o p e r a t i n g  in the e a s t e r n  zone ,  and w e s t e r n  zone  
a i r  depo t s ,  as  we l l  as  in all  t h r e e  l o g i s t i c - c o n t r o l  g r o u p s .  In the n e a r  
f u t u r e  it  wi l l  be expanded  to o v e r s e a s  a i r  depo t s ,  and l a t e r  to b a s e  l e v e l .  
The  t r a n s c e i v e r  n e t w o r k  wi l l  exped i t e  supp ly  ac t ion  t h r o u g h  r e d u c e d  
p i p e l i n e s  with  f e w e r  h u m a n  e r r o r s ,  t h e r e b y  m a k i n g  the supp ly  s y s t e m  
m o r e  r e s p o n s i v e  at l o w e r  cos t .  

Probably the most important and far reaching innovation will be the 
use of electronic data-processing machines for stock control. These 
machines will give us a capability that has heretofore been unavailable. 
They can digest and reduce to significant totals great masses of data 
generated in Air Force logistics. They are unbelievably accurate and 
eliminate one of our prime concerns, human error.  They can store 
unlimited information and produce answers with lightning speed. 

Our  supp ly  s y s t e m  is b a s e d  upon the u s e r  m a k i n g  known h is  n e e d s  
to the s u p p l i e r .  E x c e p t  fo r  i s o l a t e d  i n s t a n c e s  of a u t o m a t i c  i s s u e  and 
r e s u p p l y ,  the u s e r  ge ts  no th ing  unt i l  he  a s k s  for  it. A c e n t r a l l y  con-  
t r o l l e d ,  a u t o m a t i c  i s s u e - a n d - r e s u p p l y  s y s t e m  is beyond  our  m a n p o w e r  
r e s o u r c e s  and e x i s t i n g  m a c h i n e r y .  S ince  our  c o m p l e x  weapon  s y s t e m s  
tax  our  e c o n o m y  and p r o d u c t i v e  c a p a c i t y  to the m a x i m u m ,  it is obvious  
tha t ,  if we t r y  to f u r n i s h  the c o m b a t  fc_ 'ces a l l  the s u p p l i e s  t hey  r e q u e s t ,  
n e i t h e r  the na t iona l  e c o n o m y  nor  the i n d u s t r i a l  c a p a c i t y  can  s u p p o r t  d e -  
m a n d s .  
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World War II was a war of plenty. We provided supplies and equip- 
ment in almost unlimited quantities, and much of it was not used. All of 
us can remember the many acres of supplies and equipment in every 
area of operation, where property was mislaid or forgotten, and there- 
fore useless. 

Future wars will be conducted on the basis of essential requirements, 
instead of the principle where the supply officer who speaks the loudest 
gets the most. Operating units in combat theaters will have neither the 
time nor the people to establish stock levels. It is mandatory that we 
develop a peacetime supply system that will operate effectively under 
conditions of general war, and provide only minimum essentials. 

The e l e c t r o n i c  d a t a - p r o c e s s i n g  m a c h i n e  with a supp ly  s y s t e m  de-  
s igned  to u t i l i z e  i ts  c a p a b i l i t i e s ,  wi l l  p e r m i t  adequa te  c o n t r o l  of f o r w a r d -  
p o s i t i o n  s t ocks  by c o m p u t i n g  o p e r a t i o n a l  uni t  r e q u i r e m e n t s  b a s e d  upon 
ac tua l  needs .  I n t e l l i g e n t  d i s t r i b u t i o n  of l i m i t e d  a s s e t s  wi l l  n a t u r a l l y  
fol low. 

This will be a fundamental change in logistics. It frees the combat 
forces of unnecessary supply administration and places the paper work 
load where it belongs--on the supplier. 

There is no substitute for experience and judgment, nor are there 
precedents to guide us in solving many of our problems. We have bor- 
rowed from industry and applied many of the sound techniques practiced 
in the business world. Tremendous progress has been made in supply 
management in past years, and we believe that the next few years will 
show even greater improvement. 

COLONEL SEEDS: Gentlemen, General O'Keefe is ready for your 
questions. 

QUESTION: My question has to do with reconciling your mission of 
providing the right item with this monetary control. I can explain my 
perplexity possibly by citing the cycle of the Army mobilization reserve 
stocks just before Korea, which amounted, dollarwise, to exactly the 
amount of the requirement that was computed. One time you went to 
the budgeter and said, "We need some of this stuff," and he said, "You 
can have that much." It went on. Another time it went completely out 
of balance. They had howitzers coming out of their ears, and they were 
running out of money. If you go to this control with dollars, how are you 
going to avoid that? 
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G E N E R A L  O ' K E E F E :  I a g r e e  w i t h  y o u .  We w o n ' t  f i g h t  t h e  n e x t  
w a r  b y  t h r o w i n g  d o l l a r s  ou t  a t  p e o p l e .  

We d o  n o t  r u n  o u r  s u p p l y  s y s t e m  on  d o l l a r s .  We s i m p l y  u s e  i t  a s  
a m a n a g e m e n t  t o o l ,  to  f i n d  ou t  w h e r e  we s t a n d .  F o r  u s  t h e  d o l l a r  
f i g u r e s  a l w a y s  c o m e  f r o m  i t e m s ,  a n d  we m u l t i p l y  t h e  i t e m s  b y  t h e  
e x a c t  c o s t  a n d  by  t he  r e p l a c e m e n t  c o s t  w h e n  we  e s t a b l i s h  t h e  r e q u i r e -  
m e n t .  We b a s i c a l l y  w o r k  w i t h  i t e m s .  We d o n ' t  w o r k  w i t h  d o l l a r s .  
T h e  d o l l a r  i s  s i m p l y  a m a n a g e m e n t  t o o l .  

I d o n ' t  k n o w  w h e t h e r  I m a d e  i t  v e r y  c l e a r  in  m y  t a l k ,  b u t  we  t r i e d  
m a n a g i n g  o u r  t r e m e n d o u s  i n v e n t o r y  on a n  i t e m  b a s i s  a n d  we  g o t  l o s t ;  
we c o u l d  n o t  k e e p  t r a c k  of  i t .  We c a n  k e e p  t r a c k  of  d o l l a r s .  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 :  G e n e r a l ,  w h e n  t he  A i r  F o r c e  b e c a m e  a s e p a r a t e  s e r v -  
i c e ,  y o u  d id  a w a y  w i t h  t h e  t e c h n i c a l  s e r v i c e  c o n c e p t .  W o u l d  y o u  c a r e  
t o  c o m m e n t  a t  t h i s  t i m e  on h o w  y o u  f e e l  t h a t  h a s  w o r k e d  ou t ,  w h a t  
e f f e c t  i t  h a s  h a d  in  t h e  l i n e  of s u p p l y ,  a n d  a n y  o t h e r  t h i n g  y o u  m i g h t  
l i k e  to  m e n t i o n ?  

G E N E R A L  O ' K E E F E :  W e l l ,  I t h o u g h t  I d i s c u s s e d  t h a t  in  t.he g e n -  
e r a l  d e p o t  s y s t e m ,  w h e r e  I s a i d  t h a t  t h e  g e n e r a l  d e p o t  s y s t e m  i s  b a s e d  
on  t h e  o r g a n i z a t i o n  of  t h e  s o - c a l l e d  t e c h n i c a l  s e r v i c e ,  w h e r e  t h e y  h a v e  
c o n t r o l  of  t h e i r  c o m m o d i t i e s .  We c o u l d  n o t  m a k e  i t  w o r k - - t h a t  i s ,  t h e  
A r m y  s y s t e m - - o n  a w o r l d w i d e  b a s i s ,  w h e r e  we  h a d  to  s u p p o r t  w e a p o n s .  
T o  u s ,  a w e a p o n  i s  n o t  a n  e l e c t r o n i c  d e s i g n e d  s o m e t h i n g  t h a t  f i t s  i n t o  
t h e  o r d n a n c e  a r e a .  T o  u s  a w e a p o n  is  c o m p l e t e .  Y o u  m a k e  a b a s i c  
p i e c e  of  m a c h i n e r y  w i t h  a l l  i t s  s u p p o r t i n g  e q u i p m e n t ,  to  i n c l u d e  t h e  
d e s t r u c t i v e  w e a p o n  t h a t  i t  w i l l  c a r r y .  We p a c k a g e  i t .  We h a v e  to  
p a c k a g e  i t .  In  f a c t ,  we  a r e  g o i n g  to  h a v e ,  I w o u l d  s a y ,  a m o r e  c l e a r l y  
d e f i n e d  w e a p o n  s y s t e m  in  t h e  f u t u r e  b e c a u s e  of  t h a t .  

At  one  t i m e  we  c o u l d  s u p p l y  j u s t  s p e c i f i c  t y p e s  of  a i r p l a n e s  of  a l l  
k i n d s ,  w i t h  t he  s u p p l i e s  t h a t  t h e y  n e e d e d ;  b u t  t o d a y  we  c a n ' t  e v e n  s t a r t  
t h e  B - 5 2  w i t h o u t  s p e c i a l  g r o u n d - s u p p o r t  e q u i p m e n t .  We c a n  g r o u n d  t h e  
B - 5 2  t o d a y  j u s t  a s  w e l l  w i t h  a s t a r t e r  t h a t  we  d o n ' t  h a v e  a s  w i t h  a n  
e n g i n e  t h a t  we  d o n ' t  h a v e .  We c a n  n e v e r  d i v i d e  o u r  w e a p o n s  i n t o  t h e  
t e c h n i c a l  b r e a k d o w n  of  t he  d i f f e r e n t  c o m p o n e n t s  t h a t  m a k e  u p  t h o s e  
w e a p o n s .  

I t h i n k  t h i s  i s  t h e  b i g  d i f f e r e n c e  b e t w e e n  t h e  A r m y  and  o u r s e l v e s .  
I t  i s  a r e q u i r e m e n t  f o r  m o b i l i t y  on  a g l o b a l  b a s i s ,  a n d  t he  s u p p o r t  of  
t h a t  w e a p o n  w h e r e v e r  i t  m a y  be .  We c a n  f l y ,  t o d a y ,  t h e  F - 8 4  w i n g  
f r o m  G e r m a n y  to  t h e  F a r  E a s t  in  t h r e e  d a y s .  We  c a n ' t  p o s s i b l y  s u p p o r t  i t  
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from multiplicity of supply points. We have to be flexible. We have 
to supply it as a weapon, from one source. 

QUESTION: General, you mentioned that right now the user usually 
gets what he asks for. You went on to say that what you are proposing 
to do is work up a system whereby you relieve him of a lot of paper 

work, which I assume is that you relieve him of having to say what he 

needs. 

GENERAL O'KEEFE: That is right. 

STUDENT: I don't quite understand that, sir. 

GENERAL O'KEEFE: Well, the only reason we are doing it on that 
basis today, where he must make known his needs, is that we don't have 
enough people to be able to get all this mass of data together and we 
don't have the capability of forecasting what he will need under any con- 

ditions. We must depend upon him to let us know what his new programs 

are, what the past consumption rate has been, depending upon his mis- 
sion, his location, and his distance from the nearest supply point. 

That will not work in the next war. We are sure of that. We have 
to have a central-demand control point, where all the data are kept for 
him. If there is a change in the program of an operating wing, where 

they have a different kind of mission, we can crank the data into an 

electronic data processing machine and automatically compute require- 
ments for him, and supply him what he needs. 

If we don't do that, we will do what we did in the last war, and what 
we did in Korea. I think the Fourth Wing in Korea was a very excellent 
example of it. We tried to operate that jet wing on the same basis on 
which we operated our fighting units in North Africa and up through 

Italy in the last war. I had command of the logistic area in North Africa 
at that time, and we had to set up one central demand point, because 

there just were not enough spares to go around to keep those units serv- 

iced. It did work. It gave us control, and a great deal of our issue was 
automatic. It was effective. Requests from units were usually on a 

plush concept: "Well, if we ask for i00, maybe they will give us 20." 
We just could not tolerate it. 

The same thing happened in support of Korean operations. The 

Fourth Wing, with three stations, with the F-86 having the principal 
air battle at the time, had as much as 45 percent of its airplanes on 
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the  g r o u n d  f o r  m a i n t e n a n c e  and  s p a r e  p a r t s .  S e v e n t e e n  p e r c e n t  of t h a t  
w a s  d i r e c t l y  A O C P .  G e n e r a l  E v e r e s t  d e c i d e d  he  c o u l d  not  t o l e r a t e  
s u c h  a c o n d i t i o n  and ,  a f t e r  q u i t e  a f e w  p e o p l e  w e n t  4n to  t he  t h e a t e r  to  
h e l p  h i m  on the  p r o b l e m ,  he  s e t  up a s i n g l e  c o n t r o l  p o i n t  a t  one  i n s t a l l a -  
t i o n  and  s e n t  out  to  the  v a r i o u s  un i t3  the  s p a r e s  r e q u i r e d .  He i m m e d i -  
a t e l y  d r o p p e d  h i s  o u t - o f - c o m m i s s i o n  r a t e  d o w n  to t h r e e  p e r c e n t .  W h e n  
he  did t ha t ,  s u p p l y  w a s  c o n t r o l l e d .  

T h a t  i s  w h a t  we a r e  h e a d i n g  f o r  in t he  A i r  F o r c e  s y s t e m .  We w a n t  
to do it b a c k  w h e r e  we c a n  a f f o r d  to  t r a i n  p e o p l e  now who  h a v e  the  t a l e n t  
to  o p e r a t e ,  no t  e x a c t l y  an a u t o m a t i c  s u p p l y  s y s t e m ,  but  one ,  a t  l e a s t ,  
w h i c h  we wi l l  be  ab l e  to  b a s e  on a b r o a d  k n o w l e d g e  of w h a t  t h e y  n e e d  
f o r  t h e i r  w e a p o n s .  I t h i n k  we c a n  do it  a lo t  b e t t e r  t h a n  the  p e o p l e  in 
t he  f i e l d  c a n  do it .  

Q U E S T I O N :  G e n e r a l ,  wou ld  you  m i n d  c o m m e n t i n g  on the  A i r  F o r c e  
s u p p l y  e l e m e n t ' s  v i e w s  on the  s i n g l e - m a n a g e r  p l a n ?  

G E N E R A L  O ' K E E F E :  I w i l l  be  g l ad  to t a l k  a b o u t  it. I t h i n k  t h a t  a l l  
t h r e e  s e r v i c e s  h a v e  b a s i c a l l y  the  s a m e  t h o u g h t s ,  bu t  we d o n ' t  h a v e  a g r e e -  
m e n t  f r o m  the  D e p & r t m e n t  of  D e f e n s e .  I k n o w  M r .  L a n p h i e r  h a s  t a l k e d  
to  you  a b o u t  the  s i n ' g l e - m a n a g e r  c o n c e p t  and  he  h a s  the  v i e w p o i n t s  of  the  
i n d i v i d u a l  s e r v i c e s .  

I t h i n k  it h a s  a g r e a t  d e a l  of m e r i t  in s o m e  a r e a s .  We c o m p l e t e l y  
a g r e e  wi th  h i m  tha t  it wi l l  f i t  in wi th  s u b s i s t e n c e ,  but  I t h ink  the  s i n g l e -  
m a n a g e r  c o n c e p t  c a n  be  v e r y  d a n g e r o u s  in o t h e r  a r e a s .  

As  M r .  L a n p h i e r ,  I a s s u m e ,  to ld  y o u ,  he  w a n t s  to c a r r y  t h i s  on to 
o t h e r  a r e a s - - f u e l s ,  m e d i c a l - d e n t a l ,  and  c l o t h i n g ,  and e v e n  s o m e  c o m -  
m o n  s p a r e  p a r t s  f o r  a l l  s e r v i c e s ,  A r m y  a i r c r a f t ,  N a v y  a i r c r a f t ,  and  o u r  
own.  We a r e  a f r a i d  of i t ,  b e c a u s e  we f e e l  t h a t  the  s i n g l e - m a n a g e r  c o n -  
c e p t  b a s i c a l l y  is u n s o u n d ,  e v e n  t h o u g h  we a g r e e d  to go a l o n g  wi th  it  f o r  
s u b s i s t e n c e .  

W a r  i s  the  o n l y  r e a s o n  we a r e  in e x i s t e n c e .  We f e e l  t h a t ,  in t i m e  of 
w a r ,  if  we h a v e  a c o l l a p s e  t h r o u g h  a s i n g l e - m a n a g e r  s y s t e m  f u r n i s h i n g  
o u r  n e e d s  in s u b s i s t e n c e ,  o u r  t r o o p s  wi l l  n e v e r  s t a r v e  to  d e a t h .  F o o d  
i s  one  t h ing  we h a v e  an a b u n d a n c e  of in t h i s  c o u n t r y .  We c a n  a l w a y s  g e t  
i t .  If  y o u  t a k e  l o n g  l e a d - t i m e  i t e m s  l i ke  fue l ,  w h e r e  a p r o g r a m  m u s t  be 
c a r e f u l l y  w o r k e d  out ,  i t  i s  a c o m m o d i t y  t h a t  i s  no t  a v a i l a b l e  in u n l i m i t e d  
q u a n t i t i e s  in t h i s  c o u n t r y .  If  the  r e q u i r e d  s u p p l y  of f u e l  is  no t  a v a i l a b l e  
w h e n  n e e d e d  we c o u l d  v e r y  e a s i l y  l o s e  a w a r  in t he  f i r s t  60 d a y s .  We 
c a n ' t  t a k e  a c h a n c e  on it .  
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loi? 

If you place responsibility on a single-service assignment, then it 
must be one service. I don't think the Chief of Staff of the Air Force 
would want the Chief of Naval Operations to run his fuel program, any 

more than the Chief of Naval Operations would want the Air Force to run 
his fuel program for him. 

O u r  c o m b a t  c o m m a n d e r s  w a n t  to h a v e ,  and I t h ink  n e e d  to h a v e ,  the  
s a y  on a c o m m o d i t y  t h a t  g i v e s  t h e m  the  a b i l i t y  to w a g e  a w a r .  

R e c o m m e n d a t i o n s  to the  C o n g r e s s  h a v c  c o n s i s t e n t l y  s t a t e d  tha t  t h e r e  
is  a d i f f e r e n c e  b e t w e e n  the  u s e  of a c o m m o d i t y  in w a r t i m e  and  the  s u p p l y  
of it. We d o n ' t  b e l i e v e  tha t .  We d o n ' t  th ink  t h e r e  is  a n y  d i v i d i n g  l i ne .  
You c a n n o t  s e p a r a t e  l o g i s t i c  and t a c t i c a l  o p e r a t i o n s ,  and  the  r e l a t e d  
s t r a t e g y .  

QUESTION: General, would you comment on the possible expansion 

of the engine-airlift program to include other "Hi-Valu" items in the Air 
Force ? 

GENERAL O'KEEFE: The engine-airlift program is the result of 
extensive studies in reducing cost; however, the concept has application 

in other areas, such as aircraft out of commission for parts. 

T h e  c o n c e p t  w a s  d e f e n d e d  on the  b a s i s  of e x t e n s i v e  a i r l i f t .  We do 
h a v e  e x t e n s i v e  a i r l i f t  t o d a y  in e n g i n e s .  It is  no t  a l l  t h a t  we r e q u i r e .  
We d o n ' t  h a v e  e q u i p m e n t  to  do w h a t  we n e e d  to do t o d a y .  We a r e  c o n f i n e d  
m a i n l y  to  u s i n g  t h a t  a v a i l a b l e  a i r l i f t - - b o t h  c o m m e r c i a l  c o n t r a c t  a i r l i f t  
and  M A T S - - f o r  o n l y  e s s e n t i a l  e n g i n e  r e q u i r e m e n t s - - t h e  e n g i n e s  we 
p u r c h a s e d  two  y e a r s  ago ,  on the  b a s i s  t h a t  we would  be ab l e  to a i r l i f t  
t h e m .  

T h e  k e y  p o i n t  in  the  d e c i s i o n  w a s  t h a t  we c o u l d  cu t  b a c k  o u r  p r o c u r e -  
m e n t  p r o g r a m  b y  120 m i l l i o n  d o l l a r s  by  u t i l i z i n g  a i r l i f t  and t h u s  r e d u c i n g  
p i p e l i n e .  It  w a s  the  d i f f e r e n c e  in p i p e l i n e  b e t w e e n  a 1 0 - d a y  r o u n d  t r i p  
and  a 2 8 - d a y  r o u n d  t r i p ,  f r o m  a i r p o r t  to a i r p o r t ,  a c r o s s  the  o c e a n .  It 
w a s  on a c o n c e p t  of d e p o t  to u s e r  and b a c k  to  the  d e p o t  f o r  r e p a i r ,  and 
t h e n  r e t u r n  to the  s y s t e m .  T h e  18 d a y s  m e a n t  100 m i l l i o n  d o l l a r s  in 
e n g i n e s  t h i s  p a s t  y e a r .  

I a s s u m e  f r o m  o u r  p l a n n i n g  now t h a t  it  w i l l  be  1960 b e f o r e  we c a n  
e n t e r t a i n  f u r t h e r  e x p a n s i o n  of o u r  a i r l i f t  c o n c e p t .  T h e  g r e a t  m a j o r i t y  
of the  9 , 7 0 0  " H i - V a l u "  i t e m s  I s p o k e  of a r e  m o v i n g  by  a i r ,  bu t  we wou ld  
l i k e  to  m o v e  a g r e a t  d e a l  m o r e .  
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Q U E S T I O N :  G e n e r a l ,  y o u  m e n t i o n e d  in  t h e  d e f i n i t i o n  of t h e  f u n c t i o n s  
of  t h e  v a r i o u s  d e p o t s ,  s p e c i a l i z e d  a i r c r a f t ,  s u c h  a s  t h e  B - 5 2 .  N o w ,  in  
m a n y  of  o u r  a i r p l a n e s ,  of  c o u r s e ,  we h a v e  a 5 0 - c a l i b e r  m a c h i n e  gun .  
F o r  i n s t a n c e ,  t h a t  g o e s  on  s e v e r a l  d i f f e r e n t  m o d e l s  of  a i r c r a f t .  A l s o  
we h a v e  o t h e r  t y p e s  of  i t e m s  t h a t  go  on m a n y  d i f f e r e n t  t y p e s  o f  a i r c r a f t .  
We h a v e  o t h e r  c l a s s e s  of i t e m s - - f o o d ,  c l o t h i n g ,  a n d  w h a t n o t - - t h a t  go  
to  a l l  t h e  d i f f e r e n t  u s e r s .  

H o w  i s  t h a t  b r o k e n  o u t ?  H o w  a r e  t h e  d e p o t s  a r r a n g e d  to  t a k e  c a r e  
of  t h o s e  t h i n g s  t h a t  go  to  s e v e r a l  d i f f e r e n t  i t e m s ,  t h a t  c a n ' t  be  s p e c i a l -  
i z e d  b y  t y p e  of  a i r c r a f t ?  

GENERAL O'KEEFE: Well, the only things we procure for issue 
from our air depots are items that are peculiar to Air Force operations. 
Our air depots do not handle anything except equipment peculiar to the 
Air Force operation. 

QUESTION: How about such items as are common to several dif- 
ferent types of aircraft, then? Communications equipment might be one, 
gunnery equipment, and armament equipment. 

GENERAL O'KEEFE: That is done on a prime-assignment basis. 
That is what we mean by the prime depot and the zonal depot. The 
prime depot has responsibility for a specific type of equipment. I 
spoke of spares for the B-52. Oklahoma has that. Warner Robins 
has the B- 57. 

E a c h  i t e m  i s  a s s i g n e d  to  a p r i m e  d e p o t ,  s u c h  a s  S h e l b y ,  f o r  c l o t h -  
i ng .  R o m e  h a s  a l l  e l e c t r o n i c s .  M e m p h i s  h a s  e v e r y t h i n g  c o n n e c t e d  w i t h  
t h e  a u t o m o t i v e  f i e l d .  O t h e r  e q u i p m e n t  i s  b r o k e n  ou t .  S a c r a m e n t o  h a s  
a l l  g r o u n d - s u p p o r t  e q u i p m e n t .  

Q U E S T I O N :  S i r ,  h a s  a n y  t h o u g h t  b e e n  g i v e n  to  c u t t i n g  ou t  o r  e l i m i -  
n a t i n g  t h e  d e p o t  a s  a s t e p  in  t h e  s u p p l y  c h a i n  s o  t h a t  y o u  c a n  i n s p e c t  a t  
t h e  p o i n t  of  p r o d u c t i o n  and  s h i p  to  t he  c o n s u m e r  ? 

G E N E R A L  O ' K E E F E :  Y e s ,  a g r e a t  d e a l  of  t h o u g h t  h a s  b e e n  g i v e n  
to  t h a t ,  b u t  t h e r e  a r e  a g r e a t  m a n y  d i f f e r e n c e s  of  o p i n i o n  a s  to  h o w  e f -  
f e c t i v e  i t  w i l l  b e .  We m u s t  a l w a y s  h a v e  a r e p a i r  c a p a c i t y  in  o u r  d e p o t s .  
B u t  f o r  i n d i v i d u a l  w e a p o n s ,  i t  i s  p o s s i b l e  t o  o b t a i n  a n  i n d i v i d u a l  w e a p o n  
f r o m  the  m a n u f a c t u r e r ,  and  a l s o  to  b u y  t h e  s e r v i c e s  of  s t o r a g e ,  m o d i f i -  
c a t i o n ,  and  i s s u e ,  and  t h e n  r e p a i r  of t he  a r t i c l e s  s e n t  b a c k  to  h i m .  

We a r e  d o i n g  t h a t  t o d a y  on  t h e  M a t a d o r  m i s s i l e .  We d o  n o t  s t o c k  
t h e  M a t a d o r  m i s s i l e  in  a n y  d e p o t .  It  i s  h a n d l e d  d i r e c t l y  b y  M a r t i n  a t  
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B a l t i m o r e ,  a n d  p a r t s  t h a t  a r e  r e q u i r e d  c o m e  d i r e c t l y  f r o m  the  M a r t i n  
p l a n t .  T h e y  s t o r e  t h e m .  M a n y  of the  a s s e m b l i e s  a r e  s t o r e d  in i n c o m -  
p l e t e  a s s e m b l i e s .  T h e y  a r e  no t  f u r n i s h e d  u n t i l  r e q u i r e d .  

N o r t h r u p  is  a l s o  do ing  it.  T h e y  t r i e d  to  g e t  us  to  do it  two  y e a r s  
a g o  f o r  the  F - 8 9 .  T h e r e  is  a g r e a t  d e a l  of o b j e c t i o n  to d o i n g  it. T h e r e ' s  
t he  f e e l i n g  t h a t  we m i g h t  l o s e  c o n t r o l  of  the  w e a p o n .  It  i s  now b e i n g  
p r o p o s e d  by  N o r t h r u p  f o r  the  n e w  S n a r k  m i s s i l e .  T h e y  wi l l  go f u r t h e r  
wi th  it  t h a n  the  a r r a n g e m e n t  we h a v e  on the  M a t a d o r  a t  M a r t i n .  We 
p e r m i t  M a r t i n  to  h a n d l e  o n l y  the  p a r t s  and  the  s u p p l i e s  t h a t  a r e  p e c u l i a r  
to  t ha t  m i s s i l e .  In o t h e r  w o r d s ,  a l l  c o m m o n  i t e m s  wi l l  c o m e  f r o m  the  
a p p r o p r i a t e  A i r  F o r c e  d e p o t s .  

N o r t h r u p  wou ld  l i ke  to  h a n d l e  the  S n a r k  m i s s i l e  a s  a p a c k a g e ,  h a n d l e  
no t  on ly  the  c o m m o n  i t e m s ,  bu t  h a n d l e  the  w e a p o n  a l s o .  We a r e  t r y i n g  
to  p a c k a g e  the  F - 1 0 2 ,  a t  an a i r  d e p o t ,  a s  p a r t  of the  w e a p o n  s y s t e m .  
I k n o w  C o n v a i r  h a s  e x p r e s s e d  s o m e  i n t e r e s t  in h a n d l i n g  t h a t  f o r  u s .  
It wou ld  be g r e a t l y  to  o u r  a d v a n t a g e  to  h a v e  the  m a n u f a c t u r e r  d e l i v e r  
h i s  e q u i p m e n t  d i r e c t l y  to  the  u s e r ,  and  r e p a i r  i t ,  if  i t  d o e s  no t  c o s t  
u s  t oo  m u c h .  

Q U E S T I O N :  G e n e r a l ,  m y  q u e s t i o n  is  b a s e d  on the  a s s u m p t i o n  
t h a t  i t  i s  v e r y  d i f f i c u l t  to g e t  f u n d s  to s e t  a s i d e  f o r  i t e m s  f o r  m o b i l i z a -  
t ion .  Now,  I n o t i c e  t h a t  we h a v e  had  m a n y  s p e a k e r s  who  b r o u g h t  out  
t he  f a c t  t h a t  we n e e d  to  m a k e  o u r  s u p p l y  l i n e s  v e r y  e f f i c i e n t ,  t h a t  we 
s h o u l d  cu t  t h e m  down,  t a k e  a w a y  s u c h  i t e m s  a s  the  p i p e l i n e .  I a m  a 
l i t t l e  a f r a i d  t ha t  if  we ge t  too e f f i c i e n t  it  m a y  be v e r y  c r i t i c a l  and  we 
wi l l  h a v e  s o m e  l o s s e s .  We a r e  do ing  a w a y  wi th  a lo t  of f a t  t h a t  s o m e  - 
t i m e s  we u s e  to c u s h i o n  o u r  p l a n n i n g .  Would  y o u  c o m m e n t  on t h a t  i t e m ?  

G E N E R A L  O ' K E E F E :  O u r  o b j e c t i v e  i s  to  r e d u c e  o u r  r e q u i r e -  
m e n t s  to o n l y  t h o s e  e s s e n t i a l  to c a r r y  on o u r  p e a c e t i m e  m i s s i o n  and 
a l l o w  f o r  r e a d y  e x p a n s i o n  in w a r .  T h i s  a p p r o a c h  p l a c e s  us  on f i r m  
g r o u n d  wi th  the  C o n g r e s s  w h e n  we a s k  f o r  m o n e y .  Y o u r  a s s u m p t i o n  
t h a t  we  a r e  t r i m m i n g  m u s c l e ,  w h e n  we  t r i m  t h e  p i p e l i n e ,  f u r t h e r  
a s s u m e s  t h a t  d u r i n g  w a r  we c o u l d  e x p e d i t e  m o v e m e n t  of s u p p l i e s ,  r e -  
d u c e  the  p i p e l i n e  s e g m e n t ,  and  u s e  t h i s  s t o c k  f o r  o p e r a t i o n s .  I a m  
no t  s u r e  t h a t  I c a n  a g r e e  wi th  t ha t  a s s u m p t i o n .  We a r e  c o n s t a n t l y  
a d a p t i n g  d i s t r i b u t i o n  t e c h n i q u e s  r e s p o n s i v e  to  c o m b a t  o p e r a t i o n s .  O u r  
a i m  i s  a p e a c e t i m e  s y s t e m  i n s t a n t a n e o u s l y  a d a p t a b l e  to  w a r .  O u r  p i p e -  

l i n e s  a r e  r e a l i s t i c  and  c o n s i s t e n t  w i t h  t he  c u r r e n t  s t a t e  of the  A r t .  
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COLONEL SEEDS: General O'Keefe, on behalf of the Industrial 
College, I would like to express to you our appreciation for the very 
fine contribution you have made to our educational program, and the 
excellent presentation you made on the Air Force supply system. 

GENERAL O'KEEFE: I am very happy to be here. 

\ 

(8 Mar 1956- -250)0 / ibc  
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