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INTRODUCTION TO M A T E R I ~ L  MANAGEMENT 

9 D e c e m b e r  1957 

C A P T A I N  JUNGHANS: G e n e r a l  Mundy, A d m i r a l  C l a rk ,  G e n t l e m e n :  
At th i s  t i m e  we s t a r t  Uni t  V of the c u r r i c u l u m ,  e n t i t l e d  " M a t e r i e l  Man-  
a g e m e n t .  " 

The  M a t e r i e l  M a n a g e m e n t  B r a n c h  i s  c o n c e r n e d  p r i m a r i l y  wi th  the 
p r o v i s i o n  of m a t e r i e l  and e q u i p m e n t  n e c e s s a r y  to d e f e n s e ,  e s s e n t i a l  
c i v i l i a n  n e e d s ,  and  f o r e i g n  m i l i t a r y  a s s i s t a n c e ,  i n c l u d i n g  the a s s o c i a t e d  
r e s e a r c h  and d e v e l o p m e n t .  

E a r l i e r  in  the c o u r s e  our  b r a n c h  p r e s e n t e d  the R e q u i r e m e n t s  Unit .  
You  wi l l  r e c a l l  that  R e q u i r e m e n t s  was  a s tudy of the d e t e r m i n a t i o n  of 
n a t i o n a l  p o l i c i e s  and  o b j e c t i v e s ,  and  of the p lann ing ,  p r o g r a m i n g ,  and  
b u d g e t i n g  p r o c e s s e s  to suppo r t  s u c h  p o l i c i e s  and o b j e c t i v e s .  

P r e s u m a b l y ,  w h e n  we had f i n i s h e d  the R e q u i r e m e n t s  Unit  we had 
p e r s u a d e d  the C o n g r e s s  to a p p r o p r i a t e  s u b s t a n t i a l  s u m s  of m o n e y  fo r  
the p u r p o s e s  of m e e t i n g  the r e q u f r e m e n t s  of m a t e r i a l s  and e q u i p m e n t  
f o r  the n e e d s  of the A r m e d  F o r c e s .  T h r e e  f u n c t i o n s  r e m a i n  to be a c -  
c o m p l i s h e d  in pu t t ing  into the hands  of the A r m e d  F o r c e s  t h e s e  m a t e r i a l s  
and  e q u i p m e n t ,  n a m e l y ,  p r o c u r e m e n t ,  p roduc t i on ,  and d i s t r i b u t i o n .  A 
s tudy  of t h e s e  t h r e e  f u n c t i o n s  c o n s t i t u t e s  the m a j o r  a s p e c t  of the c u r r e n t  
uni t  of i n s t r u c t i o n .  

To i n t r o d u c e  the M a t e r i e l  M a n a g e m e n t  Unit, t h r e e  of m y  c o l l e a g u e s  
f r o m  the B r a n c h  wi l l  e x p l a i n  to you why we s tudy  t h e s e  t h r e e  func t i ons ,  
what  t h e i r  p r i n c i p a l  e l e m e n t s  a r e ,  and what  we c o n s i d e r  to be the  m a j o r  
p r o b l e m s  wh ich  m e r i t  y o u r  a t t en t ion .  

I a m  happy  to i n t r o d u c e  Mr.  F r e d  Muncy,  who wi l l  d i s c u s s  p r o c u r e -  
m e n t .  

MR. C. F .  MUNCY: Thank  you, Cap ta in  J u n g h a n s .  

My s u b j e c t  th is  m o r n i n g  is  P r o c u r e m e n t .  

M i l i t a r y  p r o c u r e m e n t  o f f i c e r s  a r e  wi thout  doubt the u n s u n g  h e r o e s  
of the b a t t l e  f o r  n a t i o n a l  s e c u r i t y .  They  a r e  the m e n  who s ign  t h e i r  n a m e s  
to c o n t r a c t s  f o r  Unc le  Sam,  to i n s u r e  that  the h a r d w a r e  and the l o g i s t i c  
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s u p p o r t  fo r  our  m i l i t a r y  e f f o r t s  wi l l  be a v a i l a b l e  when  n e e d e d .  In t h i s  
p h a s e  of the  M a t e r i e l  M a n a g e m e n t  Uni t  you wi l l  e x a m i n e  and  a p p r a i s e  
the  p r o c u r e m e n t  p o l i c i e s ,  the c o n c e p t s ,  and  the p r o b l e m s  wh ich  m a k e  
up th i s  i n t e r e s t i n g ,  s h a l l  I s a y ,  " c a n  of w o r m s .  " I s a y  " i n t e r e s t i n g "  
b e c a u s e  i t  i nvo lve s  about  $18 b i l l i on ,  m o r e  than  a l l  the  m o n e y  spen t  by  
the  10 top c o r p o r a t i o n s  of the  c o u n t r y .  I t  i s  m o s t  c o m p l e x  b e c a u s e  i t  
s u p p o r t s  our  p a r t  in an  e x t r a o r d i n a r y  t e c h n o l o g i c a l  r a c e  wi th  a s k i l l e d ,  
tough opponent ;  m o s t  s i g n i f i c a n t  b e c a u s e  our  N a t i o n ' s  e x i s t e n c e  depends  
on i t .  

Now, th i s  i s  what  I p r o p o s e  to do i n t h e  t i m e  a v a i l a b l e  t h i s  m o r n i n g :  
F i r s t ,  I a m  go ing  to s t a t e  the  o b j e c t i v e s  of the  p r o c u r e m e n t  p h a s e  of t h i s  
unit ;  s econd ,  to d i s c u s s  s o m e  of the  b a s i c  p o l i c i e s  wh ich  g o v e r n  m i l i t a r y  
p r o c u r e m e n t ;  and  t h i r d ,  i n d i c a t e  what  you m a y  expec t  to d e r i v e  f r o m  the  
uni t .  

At  t h i s  point  one de f in i t i on  is  i m p o r t a n t .  M i l i t a r y  p r o c u r e m e n t  i n -  
c l udes  not on ly  the  p u r c h a s e  of m a t e r i a l s  and  s u p p l i e s ,  but i t  i n c l u d e s  
a l s o  o t h e r  i m p o r t a n t  r e l a t e d  f u n c t i o n s ,  s u c h  as  p l a n n i n g  p r o c u r e m e n t  
p r o g r a m s ;  s e l e c t i o n  of c o n t r a c t o r s ;  p l a c e m e n t ,  a d m i n i s t r a t i o n ,  and 
t e r m i n a t i o n  of c o n t r a c t s ;  and a id  to c o n t r a c t o r s .  F i n a l l y ,  i t  i n c l u d e s  
g e n e r a l  c o o r d i n a t i o n  to i n s u r e  e f f i c i e n c y  of o p e r a t i o n .  

E f f i c i e n t  p r o c u r e m e n t  t a k e s  on i n c r e a s e d  i m p o r t a n c e  in t h i s  p e r i o d  
of r a p i d l y  r i s i n g  c o s t s ,  budget  l i m i t a t i o n s ,  and  debt  c e i l i n g s .  The  hea t  
i s  l i t e r a l l y  on p r o c u r e m e n t  o f f i c e r s  a s  we m o v e  in to  the m i s s i l e  e r a  of 
t h i s  p o s t s p u t n i k  wor ld .  

And now fo r  the o b j e c t i v e s  of our  s tudy:  

1. We wi l l  s t u d y  p r o c u r e m e n t  p o l i c i e s  and c o n c e p t s  which  c u r r e n t l y  
d e t e r m i n e  how m i l i t a r y  a p p r o p r i a t i o n s  a r e  used  to m a i n t a i n  and i m p r o v e  
our  n a t i o n a l  s e c u r i t y .  

2. We wi l l  s c r u t i n i z e  p o l i c i e s  c a r e f u l l y  in the  l igh t  of t o d a y ' s  s e c u -  
r i t y  r e q u i r e m e n t s - - a n d  I wi l l  a d d - - w i t h o u t  ge t t i ng  los t  in the  d e t a i l s  of 
r e g u l a t i o n s .  

3. We wi l l  g ive  you o p p o r t u n i t i e s  to r e a c t  to the  p r o b l e m s ,  wi th  
the  thought  tha t  you,  the  C l a s s  of 1958, wi l l  p e r h a p s  c o m e  up wi th  new 
i d e a s  to i m p r o v e  m i l i t a r y  c o n t r a c t i n g .  

T u r n i n g  now to the b a s i c  p o l i c i e s ,  t i m e  wi l l  p e r m i t  m e  to m e n t i o n  
on ly  s i x  th i s  m o r n i n g .  T h e s e  a r e  p a r a p h r a s e d ,  of c o u r s e ,  but  I a m  t r y i n g  
to  b r i n g  out the  i m p o r t a n t  po in t s  to you.  
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The  f i r s t  i s  that  c o n t r a c t s  m u s t  be a w a r d e d  to the l o w e s t  r e s p o n s i b l e  
b id d e r ,  s e l e c t e d  a f t e r  a d v e r t i s i n g  fo r  s e a l e d  c o m p e t i t i v e  b id s .  T h e r e  
a r e  e x c e p t i o n s  to th i s  p o l i c y  wh ich  I wi l l  m e n t i o n  l a t e r .  

T h i s  p o l i c y  was  adop ted  in 1860 as  S e c t i o n  3709 of the R e v i s e d  S t a tu t e s .  
It was  r e v i s e d  in  W o r l d  W a r  H; and when  the  A r m e d  S e r v i c e s  P r o c u r e m e n t  
Act  of 1947 was  e n a c t e d ,  i t  was  i n c o r p o r a t d d  p e r m a n e n t l y  in to  that  ac t .  

Now, currently, the Congress wishes to further restrict the authority 
of the military departments to negotiate contracts. They have so report- 
ed many times. This volume which I hold in my hand is their most recent 
report, dated 15 June 1957, "A Study of the Armed Services Procurement 
Act. " This represents, it seems to me, the background from which the 
Congress no doubt in this next session will take up the problem of whether 
the Armed Services Procurement Act should be amended. You will have 
an opportunity during this course to decide, after considering the facts, 
whether in your judgment am_endment is in order. 

Now, the second policy is that during national emergencies declared 
by the President or the Congress, contracts may be negotiated under any 
of 17 exceptions stated in the law. Here a few background facts will be 
in order. 

The  P r e s i d e n t  d e c l a r e d  a s t a t e  of n a t i o n a l  e m e r g e n c y  in  D e c e m b e r ,  
1950, and  that  e m e r g e n c y  has  not  b e e n  l i f ted .  D u r i n g  the s e v e n  y e a r s  
wh ich  h a v e  e l a p s e d ,  the m i l i t a r y  d e p a r t m e n t s  have  n e g o t i a t e d  the  g r e a t  
bu lk  of p r o c u r e m e n t  c o n t r a c t s ,  as  is  shown  in t h i s  cha r t .  

Chart 1, page 4.--I think the facts are pretty clear there. As be- 
tween the services you will note there is some variation, but certainly 
the great bulk in all cases has been negotiated. As we look back to 1951, 
we see the trend has been rather consistent, 'and it continues to date. The 
most recent complete figures are for the fiscal year 1956. 

Now, t h e r e  a r e  m a n y  c o m p e l l i n g  r e a s o n s  why the  m i l i t a r y  d e p a r t m e n t s  
have  n e g o t i a t e d  s u c h  a l a r g e  p r o p o r t i o n  of t h e i r  c o n t r a c t s .  I a m  not  go ing  
in to  t h o s e  m a t t e r s .  We wi l l  have  t i m e  to d i s c u s s  t h e m  d u r i n g  the  uni t ,  
h o w e v e r .  The  D e p a r t m e n t  of D e f e n s e  s a y s  that  t h e r e  i s  a m p l e  j u s t i f i c a t i o n  
f o r  n e g o t i a t i n g  s u c h  a l a r g e  p r o p o r t i o n ,  and  they  c i t e  m a n y  e x a m p l e s .  It 
i s  t rue ,  h o w e v e r ,  that  the  C o n g r e s s  has  not b e e n  c o n v i n c e d  thus  f a r ,  and 
I a n t i c i p a t e  that  th is  c o m i n g  C o n g r e s s  u n d o u b t e d l y  wi l l  c o n s i d e r  th is  a m o n g  
the m a n y  o t h e r  p r o b l e m s .  
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The t h i r d  p o l i c y  i s  th is :  W h e n  o r d e r e d  by the S e c r e t a r y  of D e f e n s e ,  
a s s i g n m e n t s  of c o o r d i n a t e d  p r o c u r e m e n t  r e s p o n s i b i l i t y  a r e  m a d e  to a 
s i ng l e  m a n a g e r .  

To date ,  e igh t  s i n g l e  m a n a g e r  a s s i g n m e n t s  have  b e e n  m a d e .  T h e y  
a r e  s u b s i s t e n c e ,  to the  A r m y ;  m e d i c a l  and  den ta l ,  to the Navy;  pho to -  
g r a p h i c  m a t e ' r i a l s ,  to the A i r  F o r c e ;  c l o t h i n g  and t e x t i l e s ,  to the A r m y ;  
p e t r o l e u m ,  to the Navy;  m i l i t a r y  s e a  t r a n s p o r t ,  to the Navy;  m i l i t a r y  a i r  
t r a n s p o r t ,  to the  A i r  F o r c e ;  and m i l i t a r y  t r a f f i c e  m a n a g e m e n t ,  to the 
A r m y .  In a r e c e n t  n e w s  r e l e a s e  S e c r e t a r y  M c E l r o y  a n n o u n c e d  that  he  
p r o p o s e s  to s e t  up a s i n g l e  m a n a g e r  fo r  the d e v e l o p m e n t  of f u t u r e  m i s s i l e  
and  s a t e l l i t e  p r o j e c t s .  

Many  q u e s t i o n s  a r i s e  in th i s  a r e a .  One c o m e s  to m i n d  i m m e d i a t e l y  
and  you wi l l  have  an  o p p o r t u n i t y  to d i s c u s s  th is  m a t t e r  d u r i n g  the uni t .  
T h e s e  a s s i g n m e n t s  w e r e  a l l  m a d e  d u r i n g  the p e r i o d  of co ld  w a r .  Wi l l  
they  w o r k  e q u a l l y  w e l l  d u r i n g  hot  w a r ?  

Now, the f o u r t h  p o l i c y  i s  that  a f a i r  s h a r e  of m i l i t a r y  p r o c u r e m e n t  
s h a l l  be a w a r d e d  to s m a l l  b u s i n e s s .  Th i s  po l i cy  was  w r i t t e n  in to  the 
P r o c u r e m e n t  Ac t  of 1947, and the P r e s i d e n t  e m p h a s i z e d  i t s  i m p o r t a n c e  
in  a l e t t e r  to the  S e c r e t a r y  of D e f e n s e  a t  that  t i m e .  S ince  then  the S m a l l  
B u s i n e s s  A d m i n i s t r a t i o n  has  b e e n  e s t a b l i s h e d  by C o n g r e s s  to he lp  s m a l l  
b u s i n e s s  ge t  a " f a i r  s h a r e "  of d e f e n s e  b u s i n e s s .  

Many q u e s t i o n s  a r i s e .  What  is  a f a i r  s h a r e ?  How does  the D e p a r t -  
m e n t  of D e f e n s e  s u b c o n t r a c t i n g  p o l i c y  app ly  to s m a l l  b u s i n e s s ?  Do you  
g ive  s p e c i a l  c o n s i d e r a t i o n  to a s m a l l  b u s i n e s s  l o c a t e d  in an e c o n o m i c a l l y  
d e p r e s s e d  a r e a ?  Many o t h e r  i m p o r t a n t  q u e s t i o n s  wi l l  be  r a i s e d  d u r i n g  
th i s  s tudy,  and  you wi l l  have  the o p p o r t u n i t y  to have  the f a c t s .  You  can  
m a k e  up y o u r  own m i n d s  r e g a r d i n g  the p r o b l e m s .  

The  f i f th  p o l i c y  i s :  P r o f i t s  a r e  n e c e s s a r y  as  i n c e n t i v e s  in  a f r e e  
e c o n o m y ,  but e x c e s s i v e  p r o f i t s  a r e  to be  r e n e g o t i a t e d .  

The  R e n e g o t i a t i o n  B o a r d ,  e s t a b l i s h e d  by law in  1951, i s  an i n d e p e n d -  
en t  a g e n c y  r e s p o n s i b l e  fo r  d e t e r m i n i n g  and r e c o v e r i n g  fo r  the  G o v e r n m e n t  
e x c e s s i v e  p r o f i t s  f r o m  d e f e n s e  c o n t r a c t o r s .  As  you can  i m a g i n e ,  ques~- 
t ions  a r e  hot  and h e a v y  in  th i s  a r e a .  A m o n g  t h e m  a r e  s u c h  q u e s t i o n s  as  
t h e s e :  Is r e n e g o t i a t i o n  n e c e s s a r y  d u r i n g  cold  w a r ?  Many v o l u m e s  of 
t e s t i m o n y  have  b e e n  w r i t t e n  on the p a r t  of b u s i n e s s  i n d i c a t i n g  that  i t  i s  not  
n e c e s s a r y .  The  f ac t s  a r e ,  h o w e v e r ,  that C o n g r e s s  has  r e n e w e d  th i s  ac t  
s e v e r a l  t i m e s  in  r e c e n t  y e a r s .  What  e f fec t  does  r e n e g o t i a t i o n  have  on 
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m i l i t a r y  p r i c i n g  p o l i c i e s ?  The  Na t iona l  S e c u r i t y  I n d u s t r i a l  A s s o c i a t i o n  
h a s  r a i s e d  th is  q u e s t i o n  and d i s c u s s e d  i t  at  s o m e  l e n g t h  in  i t s  book le t ,  
p u b l i s h e d  in S e p t e m b e r  of 1957, e n t i t l e d ,  " R e c o g n i t i o n  of the R i s k s  of 
G o v e r n m e n t  C o n t r a c t i n g .  " C o p i e s  of t h e s e  b u l l e t i n s  wi l l  be  a v a i l a b l e  in  
y o u r  r o o m  se t s .  D o e s  s t a t u t o r y  r e n e g o t i a t i o n  a d e q u a t e l y  r e c o g n i z e  the  
r i s k s  i n d u s t r y  i s  s u b j e c t e d  to in  a c c e p t i n g  d e f e n s e  c o n t r a c t s ?  T h e s e  and 
m a n y  o t h e r  q u e s t i o n s  wi l l  be  c o n s i d e r e d  when  you go in to  that  po l i cy .  

The  f i na l  and l a s t  one w h i c h  I wi l l  have  t i m e  th is  m o r n i n g  to d i s c u s s  
i s  th is :  P r o c u r e m e n t  c o n t r a c t s  sha l l  p r o v i d e  fo r  t h e i r  p r o m p t  and e q u i -  
t ab le  t e r m i n a t i o n  fo r  the c o n v e n i e n c e  of the G o v e r n m e n t .  

In w a r t i m e ,  c h a n g e s  in  s t r a t e g i c  p l ans  r e s u l t  in  c u t b a c k s ,  s t o p p a g e s  
of p r o c u r e m e n t  p r o g r a m s ,  and d e s i g n  c h a n g e s .  Such c h a n g e s  a r e  i n e v i t a -  
b le ,  and  o r d e r l y  t e r m i n a t i o n  is a n e c e s s i t y .  

A r e c e n t  e x a m p l e  i s  the c a n c e l l a t i o n  of the Navaho  M i s s i l e  P r o j e c t ,  
wi th  i t s  a c c o m p a n y i n g  p r o b l e m s .  A r e  t h e r e  b e t t e r  ways  to hand l e  s u c h  
c h a n g e s ?  What  a r e  the f a c t s ?  

Now, th is  l i s t  of p r o c u r e m e n t  p o l i c i e s  wh ich  I have  m e n t i o n e d  is  
o b v i o u s l y  i n c o m p l e t e ;  but it d o e s  s e r v e  to i n d i c a t e  the n a t u r e  of t h e s e  
p o l i c i e s  and  the p r o b l e m  a r e a s  c o n c e r n e d .  

In s u m m a r y ,  what  shou ld  you d e r i v e  f r o m  this  b r i e f  s tudy  of p r o c u r e -  
m e n t 7  As  s e n i o r  m i l i t a r y  and c iv i l  o f f i c e r s ,  y o u r  a d v i c e  and  d e c i s i o n s  
in  f u t u r e  c o m m a n d ,  staff ,  and  p l a n n i n g  a s s i g n m e n t s  wi l l  b e a r  d i r e c t l y  o r  
i n d i r e c t l y  upon the p e r f o r m a n c e  of p r o c u r e m e n t  func t i ons .  Y o u r  s tudy  
at  th is  C o l l e g e  shou ld  m a t e r i a l l y  i m p r o v e  y o u r  k n o w l e d g e  of the b a c k -  
g r o u n d  of t h e s e  p o l i c i e s  and g ive  you a b r o a d e r  b a s e  fo r  such  a d v i c e  and  
d e c i s i o n s .  

Now, to the ex t en t  that  you s u c c e e d  in  th is ,  you wi l l  he lp  to r e m o v e ,  
o r  l o w e r  at  l e a s t ,  s o m e  of the h u r d l e s  shown  in  th i s  cha r t .  

C h a r t  2, page  7. - - I  m i g h t  say  that  E a r l  C h e s n e y  i s  the a u t h o r  of th is  
c a r t o o n .  He d r e w  it w h e n  he  was  in p r o c u r e m e n t  w o r k  wi th  the Navy  D e -  
p a r t m e n t .  His  cap t ion  on the o r i g i n a l  r e a d :  " Y o u l l l  have  to e l i m i n a t e  
s o m e  h u r d l e s ,  Unc le ,  ff you expec t  t i m e l y  p e r f o r m a n c e . "  

P e r h a p s  t h a t ' s  a good thought  to conc lude  m y  r e m a r k s  with ,  b e c a u s e  
i t  i s  s u r e l y  t r u e  that  we do n e e d  to e l i m i n a t e  s o m e  h u r d l e s  in  the p r o c u r e -  
m e n t  a r e a  ff we a r e  to i n s u r e  t i m e l y  p e r f o r m a n c e .  Thank  you. 
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It i s  now m y  p r i v i l e g e  to i n t r o d u c e  our  f r i e n d ,  Cap ta in  A r c h i e  W r i g h t ,  
who wi l l  s p e a k  on the p r o d u c t i o n  p h a s e .  

C A P T A I N  WRIGHT: Thank  you, F r e d .  

B e f o r e  l a u n c h i n g  into m o s t  d i s c u s s i o n s ,  I b e l i e v e  it  i s  c u s t o m a r y  to 
g ive  at l e a s t  one de f in i t ion ,  so that  the s p e a k e r  and the a u d i e n c e  s t a r t  
f r o m  a c o m m o n  poin t  of d e p a r t u r e .  I have h e r e  a d e f i n i t i o n  of p r o d u c t i o n ,  
in  a l i g h t e r  ve in ,  wh ich  was  no doubt d r e a m e d  up by s o m e o n e  who had 
s e r v e d  a tour  of duty in  W a s h i n g t o n  d u r i n g  a p e r i o d  of m o b i l i z a t i o n .  But 
h e r e  i t  i s :  

"How to bui ld  the s tuff  we have  no r e q u i r e m e n t s  fo r ,  in  q u a n t i t i e s  
we canWt d e t e r m i n e ,  in  t i m e  to d i s p o s e  of i t  as  s u r p l u s ,  j u s t  b e f o r e  we 
f ind  out we n e e d  it. " 

A l t h o u g h  in  the p a s t  the Navy has  s u f f e r e d  f r o m  a s u r p l u s  of o y s t e r  
f o r k s ,  and if  you b e l i e v e  what  the n e w s p a p e r s  had to say ,  we had h a m -  
b u r g e r s  c o m i n g  out of ou r  e a r s  at  one  t i m e ,  I would  l i ke  to d i s c l a i m  any 
c r e d i t  f o r  m y  s e r v i c e  hav ing  d e v e l o p e d  th is  p a r t i c u l a r  d e f i n i t i o n  of p r o -  
duc t ion .  But i t  does  po in t  up, in  a n e g a t i v e  s o r t  of a way,  how the s tudy  
of p r o d u c t i o n  f i t s  in to  the M a t e r i e l  M a n a g e m e n t  Unit  and in to  the  10 m o n t h s '  
c o u r s e  that  you a r e  p u r s u i n g  h e r e  at the C o l l e g e .  

We in the Uni ted  S t a t e s  a r e  b l e s s e d  wi th  a m a r v e l o u s l y  p r o d u c t i v e  
i n d u s t r i a l  s y s t e m .  With  about  6 p e r c e n t  of the to ta l  popu la t i on  of the 
wor ld ,  we p r o d u c e  a l m o s t  40 p e r c e n t  of the worldVs m a n u f a c t u r e d  goods .  
We do th is  t h r o u g h  the a p p l i c a t i o n  of sound e n g i n e e r i n g  and m a n a g e m e n t  
t e c h n i q u e s ,  t h r o u g h  a s y s t e m  of h igh ly  i n t e g r a t e d  i n d u s t r i a l  c o m p l e x e s ,  
t h ro u g h  the  s u b s t i t u t i o n  of m e c h a n i c a l  f o r  h u m a n  e n e r g y ,  and th rough  the 
a u t o m a t i o n  of r o u t i n e  and r e p e t i t i v e  i n d u s t r i a l  c h o r e s .  Th i s  i n d u s t r i a l  
s y s t e m  of o u r s  i s  the  s o u r c e  and the b a c k b o n e  of ou r  Na t ion l s  m a t e r i a l  
s t r e n g t h .  

In y o u r  s tudy  of p r o d u c t i o n  in s e l e c t e d  i n d u s t r i e s ,  we hope that  you 
wi l l  ga in  an  i n s igh t  in to  the p r o d u c t i o n  p r o c e s s e s  wi th in  the p a r t i c u l a r  
i n d u s t r y  that  you have  u n d e r  s tudy,  and  the i n t e r r e l a t i o n  and i n t e r d e p e n d -  
e n c e  of th i s  p a r t i c u l a r  p r o d u c t i o n  to p r o d u c t i o n  wi th in  the whole  of ou r  
e c o n o m y .  

Now, s o m e  of you wi l l  be  s t u d y i n g  i n d u s t r i e s ,  s u c h  a s  the i r o n  and  
s t e e l  i n d u s t r y ,  in wh ich  the b a s i c  r a w  m a t e r i a l s  a r e  c o n v e r t e d  into s e m i -  
f i n i s h e d  m a t e r i a l s  and p a s s e d  on to o t h e r  i n d u s t r i e s  f o r  f i n i s h i n g  in to  the 
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end p r o d u c t s .  O t h e r s  wi l l  be  s t u d y i n g  i n d u s t r i e s ,  such  as  the  m a c h i n e  
tool,  that  a r e  b a s i c  to p r o d u c t i o n  th roughou t  o u r  e c o n o m y ,  but  w h o s e  
p r o d u c t  is  l a r g e l y  t a i l o r e d  to the i n d i v i d u a l  c u s t o m e r t s  d e m a n d .  S t i l l  
o t h e r s  wi l l  be  i n v e s t i g a t i n g  the h i g h - v o l u m e ,  a s s e m b l y - l i n e  i n d u s t r i e s ,  
such  as  the  a u t o m o t i v e ,  that  p r o d u c e  f o r  the m a s s  m a r k e t .  

In a l l  of  t h e s e  i n d u s t r i e s  you wi l l  f ind that the u n d e r l y i n g  p r i n c i p l e s  
a r e  the s a m e .  The  p r o d u c t i o n  p r o c e s s  i s  s i m p l y  v a r i e d  to sui t  the end 
p r o d u c t  and  the  m a r k e t  s e r v e d .  Such f a c t o r s  a s  p l an t  l o c a t i o n  and  layout ,  
c o m p a n y  o r g a n i z a t i o n ,  p r o d u c t i o n  p r o g r a m i n g  and s c h e d u l i n g ,  p r o d u c t  and  
p r o d u c t i o n  e n g i n e e r i n g ,  m a t e r i a l s  handl ing ,  and qua l i ty  c o n t r o l  w i l l  be  
c o m m o n  to a l l  of  t hem.  

In the s tudy of y o u r  s p e c i f i c  i n d u s t r i e s  you wi l l  have  the o p p o r t u n i t y  
to e x p l o r e  the  p r o d u c t i o n  p r o c e s s  in  depth.  T h i s  is  b a s i c a l l y  the c a s e  
m e t h o d  of s t u d y i n g  any  sub jec t .  The  b r e a d t h  of the s tudy  wi l l  c o m e ,  we 
hope,  t h r o u g h  the l e c t u r e  p r o g r a m .  

I would  h a s t e n  to add that  we do not expec t  to m a k e  p r o d u c t i o n  e n g i -  
n e e r s  o r  shop f o r e m e n  out of any  of you. But we do hope  that  you wi l l  
e m e r g e  f r o m  th is  uni t  wi th  a g r e a t e r  a p p r e c i a t i o n  of the m a n y  f a c t o r s  
i n v o l v e d  in  the p r o c e s s  of p r o d u c i n g  the n e c e s s a r y  goods  and s e r v i c e s  
f o r  our  na t i ona l  w e l l - b e i n g ,  and  the  c l o s e  r e l a t i o n s h i p  that  m u s t  e x i s t  
b e t w e e n  ou r  i n d u s t r i a l  l e a d e r s  and our  m i l i t a r y  l e a d e r s  in  o r d e r  that  o u r  
i n d u s t r i a l  m i g h t  can  be  t r a n s f o r m e d  into m i l i t a r y  m i g h t .  

I would  l ike  to a n s w e r  v e r y  b r i e f l y  fo r  you t h r e e  q u e s t i o n s .  F i r s t ,  
Why do we s tudy p r o d u c t i o n ?  Second,  What  a r e  the p r i n c i p a l  e l e m e n t s  of 
the  s tudy that  wi l l  r e q u i r e  y o u r  r e s e a r c h  and a t t e n t i o n ?  Th i rd ,  What  a r e  
s o m e  of the m a j o r  p r o b l e m  a r e a s  in  d e f e n s e  p r o d u c t i o n ?  

F o r  an  a n s w e r  to the f i r s t  ques t ion ,  I would  l i ke  to quote  to you f r o m  
Dr .  Lou i s  H u n t e r ' s  o p e n i n g  l e c t u r e  when  he  was  d e s c r i b i n g  the  c o u r s e  at  
the C o l l e g e .  He sa id :  

" I t ' s  e c o n o m i c s  c o m b i n e d  wi th  p o l i t i c s  and a d m i n i s t r a t i o n ,  wi th  
g e o g r a p h y  and p s y c h o l o g y  and a n u m b e r  of  o t h e r  th ings  as  we l l .  But 
the c o r e  of the c o u r s e  i s  p r o d u c t i o n - - p r o d u c t i o n  wi th in  the  f r a m e w o r k  
of the na t i ona l  e c o n o m y ;  and that ,  of c o u r s e ,  i s  e c o n o m i c s .  " 

It i s  th is  ab i l i t y  of  ou r  peop l e  to p r o d u c e  the n e c e s s a r y  goods  and s e r v -  
i c e s  that  h a s  se t  ou r  Na t ion  ahead  of the r e s t  of the wor ld .  Many f a c t o r s  
e n t e r  in to  m a k i n g  up th is  c apab i l i t y  of o u r s - - g e o g r a p h y ,  r e l i g i o n ,  r e s o u r c e s ,  
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native intelligence, education, political beliefs, et al. But the fact re- 
mains that it exists; and we feel that it is important to know something 
of the process of the growth of representative industries, how they pro- 
duce currently, and the trend in our production processes for the future. 

The  end p u r p o s e  of the  s tudy  i s  to gain  an a p p r e c i a t i o n  of the c a p a -  
b i l i t i e s  and  l~mi t a t i ons  of our  i n d u s t r i e s  in s u p p o r t  of ou r  n a t i o n a l  o b j e c -  
t ives ,  wi th  p a r t i c u l a r  a t t e n t i o n  to t h e i r  ab i l i t y  to p r o v i d e  fo r  the n e e d s  
of o u r  m i l i t a r y  s e r v i c e s  in  t i m e  of war .  

The  s e c o n d  ques t ion :  What  a r e  the p r i n c i p a l  e l e m e n t s  of the  s tudy  of 
p r o d u c t i o n  that  r e q u i r e  y o u r  r e s e a r c h  and  a t t e n t i o n ?  

Wel l ,  f i r s t ,  I would  say  a t h o r o u g h  g r o u n d i n g  in  the f u n d a m e n t a l s  of 
the p r o d u c t i o n  p r o c e s s  is  r e q u i r e d .  We have  t r i e d  to b r i e f  t h e s e  f o r  you 
in  V o l u m e  XIII of " E m e r g e n c y  M a n a g e m e n t  of the Na t iona l  E c o n o m y "  (blue 
book),  and in  c e r t a i n  o t h e r  of y o u r  s u g g e s t e d  r e a d i n g .  Our  thought  h e r e  
i s  that  one m u s t  l e a r n  to walk  b e f o r e  he can  l e a r n  to run .  In o r d e r  to 
ga in  the b r o a d e r  a p p r e c i a t i o n  and  u n d e r s t a n d i n g  of the  r o l e  that  d e f e n s e  
p r o d u c t i o n  p l ays  in  ou r  n a t i o n a l  secur i ty+ you m u s t  f i r s t  b e g i n  wi th  an 
a p p r e c i a t i o n  at l e a s t  of the f u n d a m e n t a l s  of the p r o d u c t i o n  p r o c e s s .  

Second ,  we would  l i ke  to ge t  a c r o s s  to you the b a s i c  l a w s  and E x e c u -  
u t ive  o r d e r s  that  g o v e r n  d e f e n s e  p r o d u c t i o n  a c t i v i t i e s ,  and the  g o v e r n -  
m e n t a l  o r g a n i z a t i o n  that  has  b e e n  se t  up to dea l  wi th  th i s  p r o b l e m .  Aga in ,  
th i s  has  b e e n  b r i e f e d  f o r  you in the m o n o g r a p h  R-208 ,  " G o v e r n m e n t a l  
O r g a n i z a t i o n  fo r  N a t i o n a l  R e a d i n e s s  P r o d u c t i o n  P l a n n i n g ,  " and  c e r t a i n  
o t h e r  s u g g e s t e d  r e a d i n g .  You have  a l r e a d y  c o m e  into con t ac t  wi th  m o s t  
of t h e s e  a g e n c i e s  in  y o u r  s t u d i e s  thus f a r .  You wi l l  e n c o u n t e r  t h e m  
th roughou t  the r e m a i n d e r  of y o u r  c o u r s e  h e r e .  D u r i n g  the p r o d u c t i o n  
s tudy  we w i s h  to h igh l igh t  t h e i r  f u n c t i o n s  in  d e f e n s e  p r o d u c t i o n .  

The  Na t iona l  S e c u r i t y  A c t  of 1947, wi th  i t s  a m e n d m e n t s  and i m p l e -  
m e n t i n g  E x e c u t i v e  o r d e r s ,  d e f i n e s  the o r g a n i z a t i o n  fo r  d e f e n s e  p r o d u c t i o n .  
The  D e f e n s e  P r o d u c t i o n  Ac t  of 1950, wi th  i t s  a m e n d m e n t s  d e f i n e s  the 
a u t h o r i t y  and the a r e a s  in  wh ich  th i s  o r g a n i z a t i o n  c u r r e n t l y  func t i ons .  Of 
v i t a l  i m p o r t a n c e  to d e f e n s e  p r o d u c t i o n  a c t i v i t i e s  has  b e e n  the D e f e n s e  
M a t e r i a l s  S y s t e m ,  c a l l e d  the DMS f o r  s h o r t ,  w h i c h  p r o v i d e s  f o r  the c o n -  
t r o l  of c r i t i c a l  m a t e r i a l s  to d e f e n s e  p r o d u c e r s  and t h e i r  s u b c o n t r a c t o r s .  
A l l  of t h e s e  b a s i c  l a w s  and r e g u l a t i o n s  wi l l  r e q u i r e  y o u r  a t t e n t i o n  d u r i n g  
y o u r  s tudy  of p roduc t i on .  

Now, h e r e  a r e  s o m e  of the t e c h n i q u e s  that  a r e  c u r r e n t l y  in u s e  to 
he lp  c r e a t e  and  m a i n t a i n  a s t a t e  of  r e a d i n e s s  fo r  p r o d u c t i o n  in  an  e m e r -  
gency :  
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The  c u r r e n t  p r o d u c e r ,  wh ich  i s  the hot  l ine  concep t .  
The  d u a l - p u r p o s e  p lant ,  wh ich  i s  the guns  a n d / o r  b u t t e r  c o n c e p t .  
S tandby f a c i l i t i e s .  
S tandby too l s .  
Too l  s t o c k p i l e s .  
P r e p a r e d n e s s  c o n t r a c t s  wi th  i n d u s t r y . - - T h i s  is  v e r y  i n t e r e s t i n g  and 

p r o d u c t i v e  f i e ld .  
The  P r o d u c t i o n  A l l o c a t i o n  P r o g r a m ,  wh ich  i s  c u r r e n t l y  in  the p r o c e s s  

of r e e v a l u a t i o n .  
S t o c k p i l e s  of s t r a t e g i c  m a t e r i a l s .  

We hope  that  d u r i n g  y o u r  s tudy  of p r o d u c t i o n  you wi l l  ga in  an  a p p r e -  
c i a t i o n  of the s t r e n g t h s  and  the w e a k n e s s e s  of t h e s e  v a r i o u s  t e c h n i q u e s  
and  why and how they  a r e  c h a n g i n g  wi th  e a c h  new d e v e l o p m e n t  in  w e a p o n r y .  

Now f o r  the t h i r d  ques t ion :  What  a r e  s o m e  of the m a j o r  p r o b l e m s  o r  
w e a k n e s s e s  in  the  d e f e n s e  p r o d u c t i o n  a r e a ?  B e c a u s e  of m y  t i m e  l i m i t a -  
t ion,  I s h a l l  l i s t  on ly  f o u r  of t h e s e ,  s i m p l y  p o s i n g  the p r o b l e m .  If s o m e  
of you can  f ind  b e t t e r  s o l u t i o n s  than those  c u r r e n t l y  in  the m i n d s  of o u r  
l e a d e r s ,  our  Na t ion  wi l l  be  e t e r n a l l y  in  your  debt .  

F i r s t ,  How do we a s s u r e  con t inu i ty  of p r o d u c t i o n  u n d e r  c o n d i t i o n s  of 
a l l - o u t  n u c l e a r  a s s a u l t ?  

S ince  P r e s i d e n t  T r , , m a n  a n n o u n c e d  in  S e p t e m b e r  1949 that  the  
S o v i e t s  had  e x p l o d e d  a n u c l e a r  dev i ce ,  ou r  w a r  p r o d u c t i o n  p l a n n i n g  has  
b e e n  in a s t a t e  of c o n s t a n t  f lux.  The  l a t e s t  concep t  d e v i s e d  to cope  wi th  
th i s  t h r e a t  of m a j o r  d a m a g e  to ou r  i n d u s t r i a l  b a s e  was  i s s u e d  by the Off ice  
of D e f e n s e  M o b i l i z a t i o n  in  M a r c h  of th is  y e a r  (1957). Th i s  was  D e f e n s e  
M o b i l i z a t i o n  O r d e r  VII-7  ( r e v i s e d ) ,  wh ich  d i r e c t s  the d e v e l o p m e n t  of a 
l i s t  of " c r i t i c a l "  and " s u r v i v a l "  m i l i t a r y  i t e m s  o r  c o m p o n e n t s  w h i c h  m u s t  
be  c o n t i n u e d  in  p r o d u c t i o n  e v e n  u n d e r  the m o s t  s e v e r e  c o n d i t i o n s  of a t t a c k  
and  d a m a g e  to ou r  i n d u s t r i a l  b a s e .  P r o d u c t i o n  f a c i l i t i e s  f o r  t h e s e  i t e m s  
wi l l  be m a i n t a i n e d  f r o m  c u r r e n t  p r o c u r e m e n t  and b u d g e t e d  funds ,  at  wha t -  
e v e r  cos t  to the  r e m a i n d e r  of the f a c i l i t i e s  in  the p r o d u c t i o n  b a s e .  You  
wi l l  r e c a l l  that  u n d e r  the P r o d u c t i o n  A l l o c a t i o n  P r o g r a m  a l i s t  of s o m e  
7 0 0 - o d d  i t e m s  was  i nc luded .  P r e s u m a b l y ,  th is  l i s t  of " c r i t i c a l "  and  
" s u r v i v a l "  i t e m s  wi l l  be  m u c h  s m a l l e r  and m u c h  m o r e  s e l e c t i v e .  

The  s e c o n d  p r o b l e m :  What  of the  r a p i d  o b s o l e s c e n c e  of f a c i l i t i e s  in 
the  p r o d u c t i o n  b a s e ?  

The  e x p l o s i v e  g r o w t h  of s c i e n c e  and t e chno logy  has  p r e c l u d e d  s t a t i c  
plans and weapons. Our scientists have told us that a scientific 
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breakthrough in any of a dozen or more areas could give an aggressor an 
overwhelming advantage if he has the industrial capability to exploit it. I 
think it is important to keep that in mind. Science alone cannot confer 
this advantage. It must be accompanied by a production capability based 
ona strong industrial base. But 1960 models cannot be produced with 
1945 production equipment. 

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

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

C o m p l e x  p r o d u c t s  i n e v i t a b l y  b r e e d  c o m p l e x  p r o d u c t i o n  s y s t e m s .  O u r  
p l a n t s ,  o u r  e q u i p m e n t s ,  o u r  t o o l s ,  a n d  o u r  p r o c e s s e s  b e c o m e  m o r e  i n -  
t r i c a t e  a n d  r e q u i r e  m o r e  p r e c i s e  i n t e g r a t i o n  a n d  c o n t r o l .  

S o m e  e x a m p l e s :  O u r  f o r g i n g  p r e s s e s  now t o w e r  s e v e r a l  s t o r i e s  h i g h .  
W e  w o r k  t i t a n i u m  h o t  in  p r e c i s e l y  c o n t r o l l e d  f u r n a c e s .  O u r  i n s t r u m e n t s  
a r e  a s s e m b l e d  in  a i r - c o n d i t i o n e d ,  t e m p e r a t u r e - c o n t r o l l e d ,  a n d  h u m i d i t y -  
c o n t r o l l e d  f a c t o r i e s .  

T h e  g y r o s c o p i c  g u i d a n c e  s y s t e m  in  s o m e  of  o u r  m i s s i l e s  n o w  in  p r o -  
d u c t i o n  c o n t a i n s  b a l l  b e a r i n g s  f i n i s h e d  to d e g r e e s  of  r o u n d n e s s  t h a t  a r e  
b e y o n d  the  m e a s u r i n g  c a p a c i t y  of  a n y  k n o w n  m e a s u r i n g  d e v i c e .  T h e  o n l y  
w a y  in  w h i c h  the  m a n u f a c t u r e r  c a n  b e  a s s u r e d  t h a t  he  h a s  a t t a i n e d  t h i s  
p r e c i s i o n  i s  to a s s e m b l e  a n d  t e s t  e a c h  u n i t .  If i t  w o r k s ,  he  d id ;  i f  i t  
d o e s n ' t ,  h e  t r i e s  a g a i n .  

N o w ,  a l l  of  t h i s  m e a n s  m o r e  t i m e  to  g e t  p r o d u c t i o n  f a c i l i t i e s  r e a d y ,  
m o r e  m o n e y  f o r  t h e  p r o d u c t i o n  b a s e ,  m o r e  h i g h l y  t r a i n e d  w o r k e r s  i n  
i n d u s t r y  a n d  in  t he  A r m e d  F o r c e s ,  a n d  m o r e  c o m p l e x  m a n a g e m e n t  c o n t r o l  
a n d  d e c i s i o n  p r o c e s s e s .  

W e l l ,  n o w ,  f o r  t he  f o u r t h  a n d  l a s t  p r o b l e m :  H o w  c a n  we r e d u c e  l e a d  
t i m e  in  p r o d u c t i o n ?  

T h e  t i m e - s p a c e  f a c t o r ,  w h i c h  in t h e  p a s t  h a s  p e r m i t t e d  u s  to m o b i l i z e  
o u r  i n d u s t r y  a f t e r  t he  o u t b r e a k  of  h o s t i l i t i e s ,  i s  c u r r e n t l y  l o s t  to u s  i n  t h e  
p r e s e n t  s t a t e  of  t he  a r t  o f  w a r  u n d e r  c e r t a i n  c o n d i t i o n s  of  a t t a c k .  
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T h i s  f ac t  ha s  r e s u l t e d  in  a d e p r e c i a t i o n  in the v a l u e  of o u r  l a t e n t  
i n d u s t r i a l  p o t e n t i a l .  W h o l e s a l e  c o n v e r s i o n  of c i v i l i a n  i n d u s t r y  to w a r  
p r o d u c t i o n ,  a s  we have  known it in the pas t ,  does  not now a p p e a r  f e a s i b l e .  
L o n g - l e a d - t i m e  i t e m s  canno t  be  p r o d u c e d  in t i m e  to have  an  e f f ec t  on 
f o r e s e e a b l e  c o n f l i c t s .  If s t o c k e d ,  they  b e c o m e  o b s o l e t e  b e f o r e  u s e .  

N e v e r t h e l e s s ,  we s e e m  to be  in a c o n t i n u o u s  s t a t e  of s h o c k  f r o m  the 
m o u n t i n g  e v i d e n c e  of how the R u s s i a n s  have  r e d u c e d  t h e i r  l e a d  t i m e .  
T h i s  i s  i n d e e d  a d e f e n s e  p r o d u c t i o n  p r o b l e m  a r e a  that  I th ink  you  wi l l  
f ind  c h a l l e n g e s  y o u r  m o s t  i m a g i n a t i v e  t hough t s .  

To s u m m a r i z e :  We s t u d y  p r o d u c t i o n  b e c a u s e  of i t s  i m p o r t a n c e  to ou r  
n a t i o n a l  s e c u r i t y  and ou r  d e m o c r a t i c  way of l i fe .  

The  p r i n c i p a l  e l e m e n t s  of the s tudy  a r e  an u n d e r s t a n d i n g  of the f u n d a -  
m e n t a l s  of the p r o d u c t i o n  p r o c e s s ,  a g e n e r a l  f a m i l i a r i t y  w i th  the l a w s  and  
r e g u l a t i o n s  g o v e r n i n g  the g o v e r n m e n t a l  o r g a n i z a t i o n  fo r  p r o d u c t i o n  p l a n -  
n ing,  and  the t e c h n i q u e s  u s e d  by this  o r g a n i z a t i o n  f o r  p r o d u c t i o n  p l a n n i n g  
c o n t r o l .  

L a s t l y ,  s o m e  of the p r o b l e m  a r e a s  have  b e e n  po in t ed  out .  

We a r e  con f iden t  that  you wi l l  d i s c o v e r  m a n y  m o r e  s u c h  p r o b l e m  
a r e a s  a s  you  d e l i b e r a t e  and  d i s c u s s  p r o d u c t i o n  wi th in  o u r  n a t i o n a l  e c o n o m y .  
We a r e  not wi thou t  hope tha t  y o u r  d e l i b e r a t i o n s  m a y  w e l l  l e a d  to b e t t e r  a p -  
p r o a c h e s  t o w a r d  the  s o l u t i o n s  to s o m e  of t h e s e  p r o b l e m s .  

Y o u r  next  s p e a k e r  is  Mr .  L o w e l l  Henke l ,  who wi l l  d i s c u s s  f o r  you  
d i s t r i b u t i o n .  

MR. H E N K E L :  My p u r p o s e  this  m o r n i n g  is  to g ive  you  a b r i e f  c o v e r -  
age  of d i s t r i b u t i o n .  I w i l l  r a i s e  and  a n s w e r  f o u r  q u e s t i o n s .  F i r s t ,  wha t  
do we m e a n  by d i s t r i b u t i o n ?  Second ,  why do we s tudy  th i s  s u b j e c t ?  T h i r d ,  
wha t  a r e  the  m a j o r  p r o b l e m s 7  F o u r t h ,  what  is  b e i n g  done  about  them;*? 

It i s  u n f o r t u n a t e  that  the m i l i t a r y  supp ly  s y s t e m ,  l ike  T o p s y ,  " g r o w e d "  
d u r i n g  W o r l d  W a r  II, and e v e n  now we a r e  r e a p i n g  the bad r e s u l t s .  S o m e  
of you  m a y  r e c a l l  how t h o u s a n d s  of f r e i g h t  c a r s  w e r e  j a m m e d  up a r o u n d  
the P o r t  of New Y o r k  in 1942 due  to l a c k  of b o t t o m s ,  and  it w a s n ' t  un t i l  
the V i c t o r y  Ship P r o g r a m  got in to  fu l l  p r o d u c t i o n  that  th is  s i t u a t i o n  c l e a r e d  
up. It not  on ly  u p s e t  the t r o o p s  ge t t i ng  s u p p l i e s ,  but  a l s o  i n d u s t r y .  I w a s  
wi th  i n d u s t r y  at  that  t i m e  wi th  a b l a s t  f u r n a c e  and  coke  p lan t ,  and  o u r  c o m -  
pany  had  to s t o c k p i l e  bo th  p ig  i r o n  and coke  due to the s h o r t a g e  of c a r s .  
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T h i s  r e s u l t e d  in the  u n n e c e s s a r y  u s e  of m a n p o w e r  and c a u s e d  a l o w e r  
y i e l d  of p r o d u c t  due to b r e a k a g e  in hand l ing .  Thus  you  have  a n  e x a m p l e  
of one of the m a n y  p r o b l e m s  tha t  a r e  p r e s e n t  in d i s t r i b u t i o n .  

Now, a s  to m y  f i r s t  ques t ion :  What  do we m e a n  by d i s t r i b u t i o n ?  
T e c h n i c a l l y  s p e a k i n g ,  i t  is  that  p h a s e  of l o g i s t i c s  w h i c h  e m b r a c e s  the a c t  
of d i s p e n s i n g  m a t e r i e l ,  f a c i l i t i e s ,  and  s e r v i c e s ,  and i n c l u d e s  a l l  the p r o -  
c e s s e s  i n v o l v e d  b e t w e e n  the m a n u f a c t u r e r  and the c o n s u m e r ,  tha t  is ,  the  
s o l d i e r ,  the s a i l o r ,  o r  the a i r m a n .  

B a s i c a l l y  it i s  a supp ly  m a n a g e m e n t  s y s t e m  and  c o v e r s  the o r g a n i z a -  
t ion,  a d m i n i s t r a t i o n ,  and p e r f o r m a n c e  of the p r o c e s s e s  that  a r e  n e c e s s a r y  
to m a k e  it f u n c t i o n  p r o p e r l y .  It i s  the l a s t  l ink  in  the c h a i n  of a c t i v i t i e s  
that  e x t e n d s  f r o m  the r e q u i r e m e n t s ,  p r o c u r e m e n t ,  and p r o d u c t i o n  c y c l e .  

Now, a s  to m y  s e c o n d  ques t i on :  Why do we stud~, the s u b j e c t ?  We 
hope to g ive  you an a p p r e c i a t i o n  of the p r o b l e m s  a s s o c i a t e d  wi th  the d i s -  
t r i b u t i o n  of m a t e r i e l  and  to p r o v i d e  you  wi th  an u n d e r s t a n d i n g  of the o r -  
g a n i z a t i o n  and  m e t h o d s  e m p l o y e d  in the m a n a g e m e n t  of the l o g i s t i c  s u p -  
p o r t  of the A r m e d  F o r c e s .  

A good d i s t r i b u t i o n  s y s t e m  m u s t  be r e s p o n s i v e  to the n e e d s  of the 
t r o o p s  o r  u l t i m a t e  u s e r ,  f l e x i b l e  in c h a n g e s  f r o m  p e a c e  to w a r ,  a s  w e l l  
a s  c h a n g e s  in s t r a t e g i c  p l a n s ,  and m u s t  be e c o n o m i c a l  in  i t s  o p e r a t i o n .  
L a c k  of e c o n o m y  m e a n s  w a s t e d  m a t e r i e l  as  we l l  a s  w a s t e d  t r a n s p o r t a t i o n ,  
o r  s h a l l  we s a y  s o m e  c o m b a t  f o r c e  i s  u n n e c e s s a r i l y  b e i n g  d e p r i v e d  of 
a d e q u a t e  m e a n s  to a c c o m p l i s h  i t s  m i s s i o n .  

In a w e l l - o r g a n i z e d  supp ly  s y s t e m ,  c o n s i d e r a t i o n  m u s t  be g iven  to 
i t s  o r g a n i z a t i o n  and a d m i n i s t r a t i v e  p r o c e s s e s .  With  a s y s t e m  w h e r e  the 
v a l u e  of the goods  r u n s  in to  the b i l l i o n s  of d o l l a r s ,  th is  b e c o m e s  a t r e m e n -  
dous  m a n a g e m e n t  job.  A c t u a l l y  the m i l i t a r y  has  i n v e n t o r i e s  of a p p r o x i -  
m a t e l y  $111 b i l l i o n  in p l a n e s ,  m i s s i l e s ,  sh ips ,  t anks ,  and o t h e r  e q u i p m e n t ,  
and  an a d d i t i o n a l  $23 b i l l i on  in a i r f i e l d s ,  s h i p y a r d s ,  depo t s ,  and  other  
i n s t a l l a t i o n s .  N e w  a s s e t s  a r e  b e i n g  a c q u i r e d  at  the r a t e  of about  $18 b i l -  
l i on  y e a r l y ,  of w h i c h  $14 b i l l i o n  go in to  h a r d  goods ,  $2 b i l l i o n  into  sof t  
goods ,  and $2 b i l l i on  into c o n s t r u c t i o n .  Thus  you can  v i s u a l i z e  the t r e -  
m e n d o u s  m a n a g e m e n t  r e s p o n s i b i l i t y  that  r e s t s  upon the s h o u l d e r s  of the 
s u p p l y  m a n a g e r s .  

To go into  d e t a i l  a s  to wha t  m a n a g e m e n t  p r o c e s s e s  a r e  i n v o l v e d  wi l l  
take m u c h  too long  a t i m e ,  but I w i l l  l i s t  what  I c o n s i d e r  the f o u r  m a j o r  
e l e m e n t s .  F i r s t ,  o r g a n i z a t i o n ;  s e c o n d ,  c o n t r o l  m e a s u r e s ;  t h i rd ,  f i n a n c i a l  
m a n a g e m e n t ;  and f o u r t h ,  p e r s o n n e l .  
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Now, a s  to o r g a n i z a t i o n :  We m u s t  have  a good s y s t e m ;  and in a n a -  
l y z i n g  the m i l i t a r y  s e r v i c e s  you wi l l  f ind that  e a c h  s e r v i c e  h a s  a d i f f e r e n t  
type of o r g a n i z a t i o n .  

R e c e n t l y  a g r e a t  dea l  of th ink ing  has  b e e n  done about  the p r o p e r  l e v e l  
of r e s p o n s i b i l i t y  at  wh ich  a c o m m o d i t y  o r g a n i z a t i o n  s h o u l d  b e c o m e  f u n c -  
t iona l ,  o r  v i c e  v e r s a .  Th i s  is  a q u e s t i o n  that  has  to be d e c i d e d  s o o n e r  
o r  l a t e r  in o r d e r  to m a k e  a s u c c e s s  of l o g i s t i c a l  s u p p o r t .  Right  now the 
A r m y  O r d n a n c e  has  f o u r  p a r a l l e l  supp ly  s y s t e m s :  one f o r  g e n e r a l  s u p p l i e s ,  
one  fo r  a m m u n i t i o n ,  one  fo r  m i s s i l e s ,  and one f o r  n u c l e a r  w e a p o n s .  

I n d u s t r y ' s  top m a n a g e m e n t  r e c o g n i z e s  that  the s t r u c t u r e  of an  o r g a n -  
i z a t i o n  h e l p s  to d e t e r m i n e  i t s  e f f i c i e n c y .  H i s t o r y  s h o w s  that  m o s t  l a r g e  
c o r p o r a t i o n s  b e g a n  wi th  a f u n c t i o n a l  o r g a n i z a t i o n ;  but ,  as  e a c h  f i r m  g r e w  
in  p e r s o n n e l  and p r o d u c t i o n ,  the span  of c o n t r o l  r e q u i r e d  d e c e n t r a l i z a t i o n  
on a p r o d u c t  o r  c o m m o d i t y  b a s i s .  R e c e n t l y  H a r v a r d ' s  G r a d u a t e  Schoo l  
of B u s i n e s s  A d m i n i s t r a t i o n  r e c o m m e n d e d  that  a c o m m o d i t y  type  of o r g a n -  
i z a t i o n  be adop t ed  by o u r  A i r  F o r c e .  I b e l i e v e  you  wi l l  a g r e e  wi th  m e  
that  it  i s  e s s e n t i a l  that  a c o m m a n d e r  at  any l e v e l  be ab le  to a c q u i r e  c o n t r o l  
in an e x p e d i t i o u s  and e f f i c i e n t  m a n n e r  of the r e s o u r c e s  he n e e d s  and that  
he be  ab le  to d e p e n d  on one s ing le  agen t  to a c c o m p l i s h  a l l  n e c e s s a r y  f u n c -  
t ions  p e r t a i n i n g  to any  i t e m ,  such  as  a gun, a m i s s i l e ,  o r  o t h e r  p i e c e  of 
e q u i p m e n t .  

As  to the o r g a n i z a t i o n  of the s e r v i c e s ,  the N a t i o n a l  S e c u r i t y  Ac t  of 
1947 e s t a b l i s h e d  the m i s s i o n  of the t h r e e  m i l i t a r y  d e p a r t m e n t s .  It was  
l a t e r  s u p p l e m e n t e d  by the R e o r g a n i z a t i o n  P l a n  No. 6 in 1953. Whi l e  the 
f u n c t i o n s  a r e  m o r e  o r  l e s s  a n a l o g o u s ,  the s ta f f  o p e r a t i o n  is  qui te  d i f f e r e n t  
in  the t h r e e  d e p a r t m e n t s .  

The  A r m y  Supply  C o n t r o l  S y s t e m  is  d i r e c t e d  by G e n e r a l  Staff a c t i o n  
and s t e m s  f r o m  the D e p u t y  Ch ie f  of  Staff  f o r  L o g i s t i c s ,  who c o n t r o l s  and 
c o o r d i n a t e s  a l l  supp ly  d i s t r i b u t i o n  and i s s u e  a c t i v i t i e s  t h r o u g h  the ch i e f s  
of t e c h n i c a l  s e r v i c e s .  R e s p o n s i b i l i t y  i s  d e l e g a t e d  to a r e a  c o m m a n d e r s ,  
wi th  a p p r o p r i a t e  s u p e r v i s i o n  and c o n t r o l .  

The  Navy  s y s t e m  is  c h a r a c t e r i z e d  by a d i v i s i o n  of l o g i s t i c s .  It g i v e s  
r e s p o n s i b i l i t y  f o r  p r e s c r i b i n g  m a t e r i a l  r e q u i r e m e n t s  f o r  o p e r a t i n g  f o r c e s  
to the Ch ie f  of N a v a l  O p e r a t i o n s  and his  a s s i s t a n t s ,  wh i l e  the b u s i n e s s  o r  
o p e r a t i n g  a c t i v i t i e s  a r e  d i r e c t e d  by the Ch ie f  of N a v a l  M a t e r i a l  and the 
B u r e a u s ,  w h i c h  p r o v i d e ,  m a n a g e ,  and s u p p o r t  a l l  sh ips ,  a i r c r a f t ,  l and  
f a c i l i t i e s ,  o r d n a n c e  b a s e s ,  and p e r s o n n e l .  T o p - l e v e l  c o l l a b o r a t i o n  d e -  
t e r m i n e s  the w o r k i n g  s t o c k  l e v e l s  and r e p l e n i s h m e n t  n e e d s ,  and d i r e c t s  

15 



i n v e n t o r y  c o n t r o l  s y s t e m s .  S p e c i a l i s t s  in the  B u r e a u  of Supp l ies  and 
A c c o u n t s  h a n d l e  m o s t  of the o p e r a t i n g  p r o c e d u r e s  c o v e r i n g  r e c e i p t ,  s t o r -  
age  p r e s e r v a t i o n ,  and sh ipp ing .  

The  A i r  F o r c e  s y s t e m  o r i g i n a t e s  at the top l e v e l  wi th  the D e p u t y  
C h i e f  of Staff,  M a t e r i e l ,  c h a r g e d  wi th  s ta f f  s u p e r v i s i o n .  He i s  a i d e d  by  
f i~e  d i r e c t o r s .  The  A i r  M a t e r i e l  C o m m a n d  is  in o p e r a t i o n a l  c o n t r o l  of 
s u p p l i e s  down to the a i r  b a s e  l e v e l .  The  t a c t i c a l  c o m m a n d e r  m a i n t a i n s  
c o n t r o l  o v e r  h i s  own m a t e r i e l ,  but  f u r n i s h e s  p r e s c r i b e d  i n f o r m a t i o n  to 
AMC f o r  the r a t e  of i s s u e  and s t a t u s  of m a t e r i e l .  

My s e c o n d  e l e m e n t ,  c o n t r o l  m e a s u r e s :  T h e s e  a r e  the m e a n s  r e q u i r e d  
to m a k e  the d i s t r i b u t i o n  s y s t e m  f u n c t i o n  p r o p e r l y .  On a n y  one  of t h e s e  
one cou ld  l e c t u r e  an  h o u r  o r  m o r e  and s t i l l  not  c o v e r  it  a d e q u a t e l y .  L a t e r  
on I p l an  to d i c u s s  a f e w  of t h e m .  

You  wi l l  f ind  an  e x c e l l e n t  d e s c r i p t i o n  of t h e s e  in y o u r  Supply  M a n a g e -  
m e n t  M o n o g r a p h ,  w h i c h  is  in  y o u r  r o o m  se t .  

Now, a s  to f i n a n c i a l  m a n a g e m e n t :  You  h e a r d  the ta lk  by M r .  R a p p a p o r t  
on c e r t a i n  a s p e c t s  of f i n a n c i a l  c o n t r o l s ,  but p r o b a b l y  the b i g g e s t  i m p r o v e -  
m e n t  in th i s  p h a s e  is  that  of e x t e n d i n g  the s t o c k  and i n d u s t r i a l  fund  p r i n -  
c i p l e s .  

A m i l i t a r y  supp ly  m a n a g e r  has  an i m m e n s e  r e s p o n s i b i l i t y  in  th i s  a r e a .  
He m u s t  fu l f i l l  the r e s p o n s i b l e  t a s k  of s u b s t i t u t i n g  fo r  b u s i n e s s  i n c e n t i v e s  
the u r g e n c y  of n a t i o n a l  i n t e r e s t  and keep  in m i n d  what  is m o s t  e c o n o m i c a l  
f o r  h i s  o p e r a t i o n s .  

Now, a s  to p e r s o n n e l :  Bo th  m i l i t a r y  and  c i v i l i a n s  a r e  an  e s s e n t i a l  
p a r t  of th i s  o r g a n i z a t i o n ,  and  e a c h  s e r v i c e  c a l l s  f o r  both s k i l l e d  and s e m i -  
s k i l l e d  t r a i n i n g .  P r i o r  to W o r l d  W a r  II a p p r o x i m a t e l y  a t h i r d  of the m i l -  
i t a r y  o r g a n i z a t i o n  was  i nvo lved  in the s u p p l y i n g  of t r o o p s .  Wi th  the d e v e l -  
o p m e n t  of new w e a p o n s  and  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 s ,  the 
n u m b e r  of p e r s o n n e l  h a s  i n c r e a s e d  a t  l e a s t  10 p e r c e n t ,  if not  m o r e .  And  
a t  the s a m e  t i m e  it r e q u i r e s  m o r e  s k i l l e d  o p e r a t o r s .  

Now, what  a r e  the p r i n c i p a l  p r o b l e m s  and  what  i s  b e i n g  done abou t  
t h e m  ? 

T h e r e  a r e  m a n y ,  Some  a r e  i n h e r e n t ,  s o m e  a r e  due to l a c k  of f o r e -  
s igh t ,  s o m e  a r e  due to l e g i s l a t i v e  ac t i on ;  but  in  m a k i n g  an a n a l y s i s  you  
w i l l  f ind  that  t h e r e  has  b e e n  an e l e m e n t  of c o m p l a c e n c y  t h r o u g h o u t  the 
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s e r v i c e s .  Whi le  s o m e  de f in i t i ve  a c t i o n  ha s  b e e n  tak ing  p l ace ,  i t  was  not 
un t i l  C o n g r e s s  b r o u g h t  p r e s s u r e  to b e a r  that  any r e a l  c o r r e c t i v e  m e a s u r e s  
have  b e e n  app l i ed .  

S o m e  of you m a y  take  e x c e p t i o n  to th is  s t a t e m e n t ,  but  I th ink h i s t o r y  
wi l l  b e a r  m e  out. H e r e ' s  a p a m p h l e t  j u s t  put out (July) by the A s s i s t a n t  
S e c r e t a r y  of D e f e n s e  (Supply and L o g i s t i c s ) .  Its t i t l e  is  " K e y  O b j e c t i v e s ,  
1957, and  P r o j e c t  D e v e l o p m e n t s  to A c c o m p l i s h  O b j e c t i v e s . "  I t ' s  the  r e -  
cen t  t h ink ing  of the D e p a r t m e n t  of D e f e n s e .  It c o v e r s  p r e c u r e m e n t ,  p r o -  
duc t ion ,  and d i s t r i b u t i o n ,  of which  about  half  i s  d e v o t e d  to a s p e c t s  of d i s -  
t r i bu t i on .  Th i s  wi l l  be  p l a c e d  in y o u r  r o o m  se t  today.  

Now, in  a t t e m p t i n g  to s e l e c t  m a j o r  p r o b l e m s ,  that  is  s o m e w h a t  d i f f i -  
cul t  fo r  the  r e a s o n  that  a l l  a r e a s  a r e  m o r e  o r  l e s s  equa l  in  i m p o r t a n c e  
and  n e c e s s a r y .  H o w e v e r ,  s i n c e  1948, e m p h a s i s  has  b e e n  g iven  to a c h i e v -  
ing  a m o r e  e f f i c i en t ,  e c o n o m i c a l ,  and  p r a c t i c a l  supp ly  s y s t e m  in w h i c h  
c e r t a i n  m e a s u r e s ,  such  as  i n v e n t o r y  con t ro l ,  ca t a log ing ,  s t a n d a r d i z a -  
t ion ,  c r o s s -  and i n t e r - s e r v i c i n g ,  and the s i ng l e  m a n a g e r  p l a n  a r e  b e i n g  
s t r e s s e d .  

Undoub t ed ly  the h e a r t  and b r a i n  of a m i l i t a r y  d i s t r i b u t i o n  s y s t e m  a r e  
i n v e n t o r y  c o n t r o l - - t h e  b r a i n  b e c a u s e  it p r e d i c t s  f u tu r e  n e e d s  f o r  m a t e r i a l  
and w h e r e  i t  wi l l  be  needed ,  the h e a r t  b e c a u s e  it c o n t r o l s  the f low of m a t e -  
r i a l  t h roughou t  the supply  s y s t e m .  

An e f f i c i en t  i n v e n t o r y  c o n t r o l  s y s t e m  depends  on s e v e r a l  f e a t u r e s ,  
m o s t  i m p o r t a n t  of wh ich  a r e  a good c a t a l o g i n g  s y s t e m ,  p r o p e r  m e a n s  of 
i d e n t i f i c a t i o n ,  and good s t a t i s t i c a l  data.  The  u se  of e l e c t r o n i c  p r o c e s s i n g  
m a c h i n e s  has  i m p r o v e d  th is  o p e r a t i o n .  

Supply l e v e l s  a r e  a n o t h e r  f a c t o r  a f f ec t ing  supply  d i s t r i b u t i o n .  This  
p r o b l e m  of l e v e l s  of supp ly  i s  of c o n s t a n t  c o n c e r n  to the m i l i t a r y  s e r v i c e s .  
The  r a t e  of c o n s u m p t i o n  and the  c r i t i c a l  n a t u r e  of an  i t e m  have  a d e f i n i t e  
b e a r i n g  on l e v e l s ,  a s  does  the p r o x i m i t y  o r  r e m o t e n e s s  of l o c a t i o n  to 
s o u r c e s  of supp ly .  T h e r e  i s  the d e t e r m i n a t i o n  of what  the c o r r e c t  l e v e l  
of supply  shou ld  be .  A l s o  a d e q u a t e  r e s e r v e s  a r e  n e c e s s a r y ,  but  wha t  is  
" a d e q u a t e " ?  S t o r a g e  and i s s u e  a r e  a d d i t i o n a l  t e c h n i c a l  e l e m e n t s  of a d i s -  
t r i b u t i o n  s y s t e m ,  but  they  a r e  i n f l u e n c e d  by a s t a t e m e n t  of r e q u i r e m e n t s .  
T h e n  t h e r e  is  the i n h e r e n t  p r o b l e m  of s t o c k i n g  and w a r e h o u s i n g ,  e a c h  of 
w h i c h  i s  capab le  of p r o d u c i n g  t r e m e n d o u s  h e a d a c h e s ,  p a r t i c u l a r l y  w h e n  
you have  2 ,600  depo ts  and  b a s e s  to c o n s i d e r .  In t h e s e  2 ,600  depo t s  and  
b a s e s  t h e r e  a r e  37, 988 bu i ld ings ,  wi th  a f l o o r  s p a c e  of 459, 974, 000 s q u a r e  
f ee t .  J u s t  th ink of the upkeep  invo lved .  
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Shipping,  as  we l l  a s  m o v e m e n t  c o n t r o l ,  is a v e r y  v i t a l  e l e m e n t .  In 
the f i e l d  of t r a n s p o r t a t i o n  we c o m e  to the g r e a t e s t  o v e r l a p  of a l l ,  b e c a u s e  
t r a n s p o r t a t i o n  is  the v i t a l  l ink  that  c o n n e c t s  and  v i t a l i z e s  a l l  e l e m e n t s  of 
supp ly  and l o g i s t i c s .  It is  c o n t i n e n t a l ,  i n t e r c o n t i n e n t a l ,  and  l o c a l .  I t s  
c o n t r o l  i s  h igh ly  i n v o l v e d  and a t  t i m e s  c o n t r o v e r s i a l .  The  q u e s t i o n  of  
m o v e m e n t  c o n t r o l  a l s o  r a i s e s  the poin t ,  shou ld  the m a t e r i a l  be  s h i p p e d  
by  a i r ,  r a i l ,  o r  w a t e r ?  Of c o u r s e ,  th is  t i e s  in w i th  the t i m e  p h a s i n g ,  
that  i s ,  when  do you  want  it ,  how m u c h ,  and  w h e r e ?  T r a n s p o r t a t i o n  has  
b e c o m e  a h igh ly  r e g u l a t e d  i n d u s t r y .  In the m i l i t a r y  s e r v i c e s ,  the A r m y  
has  b e e n  a s s i g n e d  c o n t i n e n t a l ,  the A i r  F o r c e  i n t e r c o n t i n e n t a l ,  and the 
MSTS o c e a n  t r a f f i c  m a n a g e m e n t  r e s p o n s i b i l i t y .  

C r o s s - s e r v i c i n g - - a n o t h e r  e l e m e n t - - i s  a f o r m  of c o o r d i n a t i o n  w h e r e -  
by one  d e p a r t m e n t  a r r a n g e s  wi th  a n o t h e r  to d r a w  on i t s  f a c i l i t i e s ,  s t o r e s ,  
o r  s e r v i c e s  w i th in  a s p e c i f i c  g e o g r a p h i c  a r e a .  Whi l e  a n u m b e r  of c r o s s -  
s e r v i c i n g  a g r e e m e n t s  a r e  in e f fec t ,  s o m e  of you  no doubt  r e c a l l  tha t  the 
H o o v e r  C o m m i s s i o n  r e c o m m e n d e d  that  m o r e  c o n s i d e r a t i o n  be  g i v e n  to 
this  s u b j e c t .  Some  a c t i o n  h a s  b e e n  t a k e n  by the D e p a r t m e n t  of D e f e n s e  
in  s e t t i n g  up the Jo in t  I n t e r s e r v i c e  Supply  Suppor t  D i r e c t i v e  No. 4 1 4 0 . 6 ,  
w h i c h  e s t a b l i s h e d  p o l i c i e s ,  c r i t e r i a ,  and  p r o c e d u r e s .  At the p r e s e n t  t i m e  
36 c o m m o d i t y  c o o r d i n a t i o n  g r o u p s  have  b e e n  de f i ned  and a r e  in  u s e .  Th i s  
a l s o  t i e s  in  wi th  the s i ng l e  m a n a g e r  c o n c e p t ,  w h i c h  wi l l  be  d i s c u s s e d  l a t e r .  

A n o t h e r  p r o b l e m  f a c i n g  t h o s e  e n g a g e d  in  d i s t r i b u t i o n  today  i s  that  of 
e x c e s s  and  s u r p l u s  m a t e r i a l  and  d i s p o s a l .  Whi le  " O p e r a t i o n  C l e a n  S w e e p "  
was  l a u n c h e d  in 1953, it  w a s  not un t i l  J u l y  1957 that  d e f i n i t e  p o l i c i e s  
had b e e n  d e v e l o p e d .  

In 1948 the p r o g r a m  fo r  p r e p a r i n g  a c a t a l o g  f o r  a l l  m i l i t a r y  supp ly  
i t e m s  began .  The  i d e n t i f i c a t i o n  of t h e s e  i t e m s - - s o m e  4 m i l l i o n  of t h e m - -  
has  now b e e n  c o m p l e t e d .  It took e igh t  y e a r s  and a l m o s t  $150 m i l l i o n  to 
a c c o m p l i s h  th is .  What  w e r e  thought  to be 4 m i l l l i o n  i t e m s  t u r n e d  out  to 
be on ly  3 m i l l i o n  i t e m s .  

Another important program, which is basic to achieving integration, 
is the Defense Standardization Program. During calendar year 1956, 
standardization decisions stopped procurement of more than 190,000 gen- 
erally similar items. It is estimated that this stoppage alone will eventu- 
ally save about 2.25 million man-hours annually in supply operations. It 
is hoped that by 1962 the studies made on standardization will be complet- 
ed, although it is recognized that the standardization of products is a 
never-ending process. 
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C h a r t  3, page  20. - -Now,  h e r e ' s  a c h a r t  i n d i c a t i n g  what  s t a n d a r d i z a -  
t ion  can  do. You  no t i c e  h e r e  tha t  b e f o r e  the s tudy  was  m a d e ,  we had  19 
g a s o l i n e  e n g i n e s  and 1 ,187  p a r t s .  A f t e r w a r d  we h a v e f i v e  g a s o l i n e  e n g i n e s  

and  59 p a r t s .  W h a t  a c o n t r a s t !  

F o r  m a n y  y e a r s ,  c o n g r e s s i o n a l  c o m m i t t e e s ,  the H o o v e r  C o m m i s s i o n ,  
and  the D e p a r t m e n t  of D e f e n s e  have  b e e n  s t u d y i n g  the b e s t  m e t h o d s  fo r  
m i l i t a r y  s u p p o r t .  The  H o o v e r  C o m m i s s i o n  in  r e p o r t i n g  to C o n g r e s s  r e c -  
o m m e n d e d  a f o u r t h  s e r v i c e  of supp ly ,  to be a d m i n i s t e r e d  by  a c i v i l i a n  
a d m i n i s t r a t o r  r e s p o n s i b l e  to the S e c r e t a r y  of D e f e n s e .  In  fac t ,  l a s t  y e a r  
a b i l l  w a s  t a c k e d  on the D e f e n s e  A p p r o p r i a t i o n  Act  of 1958 f o r  the  S e c r e -  
t a r y  of D e f e n s e  a s k i n g  h i m  to r e c o m m e n d  a c i v i l i a n - m a n n e d  a g e n c y .  As  
you  know, i t  was  not p a s s e d ;  but i t  did r e q u i r e  a g r e a t  dea l  of e x p l a n a t i o n  
on the p a r t  of the S e c r e t a r y .  In  the  S e c r e t a r y ' s  l e t t e r  to S e n a t o r  C h a v e z ,  
he  c i t ed  a s e r i e s  of a c c o m p l i s h m e n t s ,  a s  we l l  a s  i n d i c a t i n g  s o m e  of the  

p r o b l e m s  i n v o l v e d  in  the supp ly  s y s t e m .  

C h a r t  4, page  21. - - O n e  of t h e s e  i s  the s ing le  m a n a g e r  p l a n  f o r  c o m -  
m o n - u s e  i t e m s .  T h i s  c h a r t  g ives  you  a quick  p i c t u r e  of the  s y s t e m  and  
i t s  r e l a t i o n s h i p  to the  l o g i s t i c  p l a n n i n g  c y c l e .  You note  i t  s t a r t s  w i th  the 
s t r a t e g i c  p l an  and p a s s e s  t h r o u g h  the r e q u i r e m e n t s ,  p r o c u r e m e n t ,  p r o -  
duc t ion ,  and  d i s t r i b u t i o n  c y c l e s .  At the p r e s e n t  t i m e  e igh t  d i f f e r e n t  a s -  
s i g n m e n t s  have  b e e n  m a d e ,  c o v e r i n g  ~]] the s e r v i c e s .  F r e d  M u n c y  l i s t e d  

t h e m  fo r  you .  

A l t h o u g h  the s y s t e m  now i s  a p p l i c a b l e  on ly  w i t h i n  the c o n t i n e n t a l  
Un i t ed  S t a t e s ,  the  a s s i g n e d  s i n g l e  m a n a g e r s  have  b e e n  r e q u e s t e d  b y  the  
D e p a r t m e n t  of D e f e n s e  to s u b m i t  p l a n s  and r e c o m m e n d a t i o n s  r e g a r d i n g  

the e x t e n s i o n  of the p l a n s  o v e r s e a s .  

The  s i n g l e  m a n a g e r  p l an  i s  not a f i n i s h e d  p roduc t ,  and f u r t h e r  r e f i n -  
ing  i s  i n d i c a t e d .  In concep t  i t  i s  sound,  and i t  i s  c o n s i d e r e d  tha t  i t  w i l l  
p r o v e  a v a l u a b l e  dev i ce  f o r  i n t e g r a t i n g  the l o g i s t i c  o p e r a t i o n s  of a l l  the 
m i l i t a r y  d e p a r t m e n t s  a t  c o n s i d e r a b l e  s a v i n g s  to the t a x p a y e r s  f o r  c o m m o n -  

u s e  i t e m s .  

In c o n c l u s i o n ,  in  s t u d y i n g  supp ly  d i s t r i b u t i o n  we a r e  m o s t  i n t e r e s t e d  
tha t  you  get  a good u n d e r s t a n d i n g  of the o r g a n i z a t i o n  and m a n a g e m e n t  p r o c -  
e s s .  E m p h a s i s  h a s  b e e n  g iven  to i t s  r e l a t i o n s h i p  to the o t h e r  f a c e t s  of the 
l o g i s t i c  p l a n n i n g  c y c l e ,  to the f a c t  tha t  s u p p l y  m a n a g e m e n t  i s  t r u l y  b i g b u s i -  
n e s s ,  and  tha t  i t  i s  c o n s t a n t l y  b e f o r e  the pub l ic  eye .  C e r t a i n  e l e m e n t s ,  
s u c h  a s  i n v e n t o r y  c o n t r o l ,  f i n a n c i a l  m a n a g e m e n t ,  c a t a l o g i n g ,  s t a n d a r d i -  
za t ion ,  and the s i n g l e  m a n a g e r  p lan ,  have  b e e n  s t r e s s e d .  
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L a s t l y ,  an  e f f i c i e n t  o r g a n i z a t i o n  i s  i n d i s p e n s a b l e  to g i v i n g  the t r o o p s  
what  they  need  at  the r i gh t  t i m e  and the r i g h t  p l ace ,  and m u s t  be m a n n e d  
by  capab l e ,  e x p e r i e n c e d  p e r s o n n e l .  

G e n t l e m e n ,  th i s  c o n c l u d e s  our  i n t r o d u c t i o n  to the M a t e r i e l  M a n a g e -  
m e n t  Unit .  Thank  you.  

(10 Ju ly  1 9 5 8 - - 4 , 1 0 0 ) B / r m c : m j s : e k h  
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