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INTRODUCTION TO M A T E R I E L  MANAGEMENT 

11 D e c e m b e r  1959 

COLONEL DAVIS: G e n e r a l  Houseman,  A d m i r a l  P a t r i c k :  The 

p u r p o s e  of th is  t a lk  th i s  m o r n i n g  is  to i n t r o d u c e  to you the M a t e r i e l  

M a n a g e m e n t  U n i t - - t h e  subs t ance  of the c o u r s e  as  we wi l l  t r y  to p o r t r a y  

i t  to you.  My p a r t i c u l a r  job is  to d e s c r i b e  s o m e  of the e s s e n c e  of th i s  

thing tha t  we ca l l  m a t e r i e l  m a n a g e m e n t .  

I~m going to t r y  to do th is  by h igh l igh t ing  the n a t u r e  and the S c o p e  

of the uni t ,  so  tha t  we can  a l l  have in m i n d  a k ind of  a cohes ive  package  

tha t  we want to get  in to  as  we go t h rough  the s tudy  of the uni t ,  and to 

g ive  you s o m e  b e n c h m a r k s  to pu r sue  in  your  r e s e a r c h ,  in your  s tudy,  

and in you r  ques t i ons  wi th  the gues t s  tha t  we wi l l  have,  who a r e  e x p e r t s  

in  the a r e a .  

l*m not going to a n s w e r  ques t i ons ,  l~m going to a sk  ques t i ons .  

I~m ask ing  a lot  of ques t ions  in h e r e  as  t i p -o f f s  to  you as  to the key  

po in t s  tha t  we fee l  th is  uni t  wi l l  c o v e r .  / /  

Now, r a t h e r  than  t r y  to define s p e c i f i c a l l y  the t e r m  " m a t e r i e l  

m a n a g e m e n t , "  b e c a u s e  I know of no o f f i c i a l l y  a c c e p t e d  word  d e s c r i p t i o n ,  

I tm going to t r y  to d e s c r i b e  the a r e a ,  m o r e  o r  l e s s  an i n v e n t o r y  of the 

th ings  tha t  m a t e r i e l  m a n a g e m e n t  i n c l u d e s .  

F i r s t ,  l e t ' s  s ee  why we s tudy  i t .  (Cha r t  i) The ob j ec t i ve s  of 

th i s  uni t  a r e - -  

F i r s t ,  to give an i n s igh t  into the p r i n c i p l e s ,  s y s t e m s  and p r o c e d -  

u r e s  invo lved  in p rov id ing  m a t e r i a l  s u p p o r t  of our  na t i ona l  s e c u r i t y  



p r o g r a m .  

Second,  to p rov ide  an a p p r e c i a U o n  of the r o l e  of i n d u s t r y  in  the 

e c o n o m y  and in  n a t i o n a l  s e c u r i t y ,  and 

Thi rd ,  to give us an u n d e r s t a n d i n g  of the r e l a t i o n s h i p s  be tween  
t he 

the p r o b l e m s  of  m a n a g e m e n t  of m i l i t a r y  m a t e r i e l  p r o g r a m s  and m a n a g e -  
^ 

m e n t  of i n d u s t r y  and the n a t i o n a l  e conomy .  

This  s tudy  wi l l  p rov ide  an oppor tun i ty  t o - -  

F i r s t ,  ana lyze  and  u n d e r s t a n d  the func t ion ing  of i n d u s t r y .  

Second, r e v i e w  the in f luences  of our  e c o n o m i c  and o the r  i n s t i t u -  

t ions  tha t  have a b e a r i n g  on our  na t i ona l  s e c u r i t y  and our  m i J l t a r y  

p r e p a r e d n e s s .  
to 

Thi rd ,  ^ l e a r n  s o m e t h i n g  of the s i g n i f i c a n c e  of t e c h n o l o g i c a l  p r o g -  

r e s s  and r e s e a r c h  and deve lopmen t  in  the o v e r a l l  m a n a g e m e n t  p r o c e s s .  

A good look in to  these  p a r t i c u l a r  types  of a r e a s  is  e s s e n t i a l  to 

a b a l a n c e d  s tudy  of the e c o n o m i c s  of na t i ona l  s e c u r l t y j  which  is  the p u r -  

pose  of the e n t i r e  c o u r s e  h e r e  a t  the Col lege .  

L e t ' s  see  how Unit IV f i ts  into th is  c o u r s e .  (Cha r t  2) 

.... I In Unit  I, "Founda t i ons ,  t, we I t u d l e d  G o v e r n m e n t  o r g a n i z a t i o n  

and i n t e r - a g e n c y  r e l a t i o n s h i p s ,  and got a r e f r e s h e r  in bas i c  e c o n o m i c  

considerations. 

In Unit H, "National Security Objectives and Requirements, t, we 

studied the methods by which our policies and our objectives are deter- 

mined and our programs developed. In that unit we studied the blueprint, 

so to speak, of how we determine the course of our actions as a nation, 
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and  the c o u r s e  we wi l l  take  in doing our  r o l e  as  a wor ld  power .  

The o the r  e l e m e n t  of Unit  II p e r t a i n e d  to r e q u i r e m e n t s .  T h e r e  

we e m p h a s i z e d  the p r o g r a m s - - n o t  the n u m b e r s  of th ings  but  the p r o g r a m s - -  

r e q u i r e d  to m a k e  i t  po s s ib l e  for  us  to a t t a in  our  o b j e c t i v e s .  

But in a n o t h e r  s e n s e ,  r e q u i r e m e n t s  of n a t i o n a l  s e c u r i t y  p r o g r a m s  

can  be thought  of as  be ing  c o m p l e t e l y  in the p h y s i c a l  o r  m a t e r i a l  c a t e g o r y - -  

the th ings  and s e r v i c e s  tha t  we need  with which  to a c c o m p l i s h  ou r  m i s s i o n .  

Our s tudy  in Unit  IV dea ls  with th is  mean4ng of r e q u i r e m e n t s .  I point  

th is  out  h e r e  b e c a u s e  I th ink  i t ' s  a b s o l u t e l y  e s s e n t i a l  tha t  we u n d e r s t a n d  

tha t  r e q u i r e m e n t s  i s  the f i r s t  s t ep  in m a t e r i e l  m a n a g e m e n t .  

Our human  and p h y s i c a l  r e s o u r c e s  were  s tud ied  in Unit  HI. 

T h e r e  we looked  a t  ou r  wea l th  in r e s o u r c e s  wi th  r e s p e c t  to t h e i r  g e n e r a l  

a v a i l a b i l i t y  for  he lp ing  us to m e e t  our  r e q u i r e m e n t s  t oward  a c c o m p l i s h -  

m e n t  of our  o b j e c t i v e s .  Unit  11I d idn ' t  dea l  wi th  the app l i ca t i on  of r e s o u r c e s  

s p e c i f i c a l l y  to our  na t i ona l  s e c u r i t y  p r o g r a m s .  In th is  c o u r s e  we do 

dea l  with the a p p l i c a t i o n  of our  r e s o u r c e s ,  e f fo r t s ,  m a t e r i a l ,  m e n  toward  

the m e e t i n g  of our  o b j e c t i v e s .  In o the r  words ,  i t ' s  a s o r t  of b r i ng ing  

t o g e t h e r  s y s t e m a t i c a l l y  a l l  of our  r e s o u r c e s  and e f fo r t s  and m a n p o w e r  

and  d o l l a r s  t oward  the a c c o m p l i s h m e n t  of our  o b j e c t i v e s .  

In l a t e r  un i t s  of the c o u r s e ,  p a r t i c u l a r l y  those  dea l ing  wi th  s t a b -  

i l i za t ion ,  capab i l i ty ,  and r e a d i n e s s ,  we wil l ,  I think,  f ind s o m e  v e r y  

va luab le  l e s s o n s  ga ined  in  Unit  IV toward  such  thi~ngs as  s t ab i l i z a t i on ,  

m a n a g e m e n t ,  c apab i l i t y  r e q u i r i n g  management~  and, m o s t  e s p e c i a l l y ,  

in  Unit  IX, in your  f ina l  p r o b l e m  on r e a d i n e s s .  
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These  a r e  the p r i n c i p a l  r e a s o n s ,  

m a n a g e m e n t .  

then,  why we s tudy m a t e r i e l  

Now l e t ' s  look a t  the scope  of the a r e a s  tha t  w e ' r e  going to 

study. 

Think of th i s  uni t ,  i f  you wil l ,  

m a n a g i n g  the r e s o u r c e s ,  a l l  of them,  

as  be ing  c o n c e r n e d  ch ie f ly  wi th  

r e q u i r e d  to give us na t i ona l  s e c u r i t y .  

We wi l l  dea l  l a r g e l y  with the ba s i c  po l i c i e s ,  the o r g a n i z a t i o n a l  s t r u c t u r e s ,  

and the o p e r a t i n g  s y s t e m s  u s e d  in  the d i r e c t i o n  of r e s o u r c e s  t o w a r d  the 

s u p p o r t  of m i l i t a r y  p r o g r a m s .  

Al though we wi l l  c o n c e n t r a t e  on the m i l i t a r y  a s p e c t s ,  we wi l l  

not  o v e r l o o k  o the r  a s p e c t s  of i t  as  wel l .  In fact ,  one of our  key  a r e a s  

of i n t e r e s t  in  the e n t i r e  c o u r s e ,  as  wel l  as  in Unit  IV, i s  our  e conomic  

we l l - be ing ,  our  c i v i l i an  p r o g r a m s ,  our  c i v i l i an  e c o n o m y .  

But we th ink  of ou r  c iv i l i an  e c o n o m y  as  be ing  m a n a g e d  g e n e r a l l y  
unde r  

our  f r ee  e n t e r p r i s e  s y s t e m .  But we have a c o n f l l c t - - n o t  a conf l i c t  
when 

but  an i n t e r r e l a t i o n s h i p - - t h a t  m a k e s  i t  a b s o l u t e l y  e s s e n t i a l  that  ~ e  con-  

s i d e r  p r o b l e m s  of the c iv i l i an  economy,  we a l so  c o n s i d e r  p r o b l e m s  of 

ou r  m a t e r i e l  p r o g r a m s ,  our  m i l i t a r y  p r o g r a m s ,  because  m i l i t a r y  p r o -  

g r a m s  and the c iv i l i an  e c o n o m y  depend on the s a m e  i n d u s t r i a l  base  for  

t h e i r  suppo r t .  Th i s  i s  enough to make  them i n s e p a r a b l e .  

One of the b igges t  p r o b l e m s  in th is  e n t i r e  a r e a  of m a t e r i e l  n~anage-  

m e n t  wil l ,  I be l i eve ,  be r e v e a l e d  to you in your  i n d u s t r y  s tud ies ,  whe re  
o v e r a l l  

the f i r s t  big bi te  tha t  i s  t aken  out of our  ~ ~ ( n d u s t r i a l  p repa reduess~  

our  o v e r a l l  i n d u s t r i a l  capab i l i ty ,  is  the s u p p o r t  of the c iv i l i an  e c o n o m y - -  
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m a y b e  not  t aken  out f i r s t  be fo r e  m i l i t a r y  needs  a r e  me t ,  but  i t  m u s t  be 

c o n s i d e r e d  be fo re  we can  d e t e r m i n e  what  the o v e r a l l  r e a d i n e s s  c a p a b i l i t y  

fo r  an e m e r g e n c y  i s  of our  i n d u s t r i a l  b a s e .  

( C h a r t  ~!~ Now, h e r e  a r e  some  of what  I c a l l  c o n c e p t s - - b a s i c a l l y  

t hey  a r e  c o n s i d e r a t i o n s ,  c o n s i d e r a t i o n s  of c o n c e p t s - - a s  to the type~ of m a t e r i a l  

i e l  m a n a g e m e n t  s y s t e m s  tha t  we develop  and  emp loy .  I ' l l  d i s c u s s  e a c h  

one of t he se ;  so you don ' t  need  to t r y  to go th rough  a l l  of t hem now. 

I t ' s  our  in t en t ion  in  th i s  c o u r s e  to c o v e r  a l l  f ace t s  of m a t e r i e l  

m a n a g e m e n t .  But, even  so0 i t  i s  m o s t  i m p o r t a n t  tha t  you a p p r o a c h  the 

s t u d y  wi th  an i n q u i s i t i v e  mind .  And h e r e  a r e  s o m e  " f o r  i n s t a n c e s "  tha t  

I want  to give you tha t  I th ink  fa l l  wi th in  these  a r e a s  of concep t  c o n s i d -  

e r a t i o n .  

First, in connection with the development and production of items 

peculiar to military use, what is the best method for guaranteeing a proper 

production base at the least overall cost to the Government, and so that 

it will be the most responsive to our needs? One method would maintain 

production lines turning out military items at just a large enough rate 

that they would keep running. This brings on pretty uneconomical pro- 

curement of those items. Another method is to produce in quantity° buy 

in quantity, stockpile, let the production lines close, let them be re-tooled 

for manufacture of other items. These are the production lines that don't 

belong to us. I'm not talking about arsenals. 

Each one of these systems has its advantages, and each has its 

disadvantages. When we stockpile, to any degree° expensive items, 
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we b u y  a lo t  of o b s o l e s c e n c e  i n to  o u r  i n v e n t o r i e s ,  a n d  we have  to f ace  

the  c o s t  of r e - t o o l i n g  i f  we h a v e  to go b a c k  a n d  p r o d u c e  m o r e  i t e m s .  

I m e n t i o n e d  the  a r s e n a l  s y s t e m .  How does  the a r s e n a l  s y s t e m  

t h a t  we have  w i t h i n  the  c o n t r o l  of  the  m i l i t a r y  f i t  i n to  t h i s  t h ing  on p r o -  

d u c t i o n  b a s e  ? 

T h e r e  a r e  c o n s i d e r a t i o n s  in  d e t e r m i n i n g  w h e t h e r  we s h o u l d  m a n -  

age  t h r o u g h  f u n c t i o n a l  o r g a n i z a t i o n  o r  c o m m o d i t y  c o n t r o l ,  i t e m  c o n t r o l .  

W h a t  f a c t o r s  e n t e r  i n to  s u c h  d e t e r m i n a t i o n s  f o r  the  v a r i o u s  c a t e g o r i e s  

of i t e m s ,  w e a p o n s ,  and  w e a p o n  s y s t e m s  ? Is  i t  i n e v i t a b l e  t h a t  c o m m o d -  

i t y  c o n t r o l  a n d  f u n c t i o n a l  o r g a n i z a t i o n  m u s t  w o r k  a t  c r o s s  p u r p o s e s  ? 

How a r e  d e c i s i o n s  m a d e  in  the  s e r v i c e s  a s  to w h i c h  s y s t e m  to u s e  f o r  

a p a r t i c u l a r  i t e m  o r  w e a p o n  s y s t e m ?  W h e n  in  the  l i fe  c y c l e  of a n  i t e m  

i s  i t  e s s e n t i a l  t h a t  f u n c t i o n a l  c o n t r o l  be  s u b o r d i n a t e d  to i t e m  c o n t r o l ?  

S o m e w h e r e  a l o n g  the  l ine  i t  m u s t  be ,  b e c a u s e  the  guy  w h o ' s  u s i n g  the  

i t e m ,  the  c o n t r o l  t h a t  he e x e r c i s e s  o v e r  i t  i s  i t e m  c o n t r o l .  So i f  you  

s t a r t  ou t  u n d e r  a f u n c t i o n a l  o r g a n i z a t i o n ,  s o m e w h e r e  a l o n g  the  l ine  

t h e r e  m u s t  be  a s h i f t  o v e r .  

W h a t  a r e  the  e f f e c t s  of o v e r a l l  c e n t r a l i z e d  c o n t r o l  a n d  m a n a g e -  

m e n t  a s  o p p o s e d  to d e c e n t r a l i z a t i o n ,  t h a t  w e ' v e  h e a r d  so  m u c h  abou t  

r e c e n t l y ?  And  m a y b e  we have  s e e n  c e n t r a l i z a t i o n .  I d o n ' t  know,  bu t  

I t h i n k  you  c a n  f ind  out  d u r i n g  t h i s  c o u r s e .  F o r  i n s t a n c e ,  w h a t ' s  the  
b e t w e e n  

r e a l  d i f f e r e n c e  the  o v e r a l l  f u n c t i o n i n g  of the  A i r  M a t e r i e l  C o m m a n d  
A 

in  the  A i r  F o r c e  and  i t s  s t r o n g  r e l i a n c e  on the w e a p o n  s y s t e m  c o n c e p t  

of m a n a g e m e n t - - w h a t ' s  the  d i f f e r e n c e  b e t w e e n  t h i s  p h i l o s o p h y  a n d  t h a t  
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of the A r m y  and Navy in  t h e i r  t e c h n i c a l  s e r v i c e s  and t e c h n i c a l  b u r e a u s  ? 

The m a n a g e r ' s  e f fo r t s  m u s t  a lways  be so o r i e n t e d  tha t  h i s  p r o v i s -  

ion ing  ac t ions  keep  c l o s e r  tab on i t e m s  wi th  a high r a t e  of o b s o l e s c e n c e  

than  on the m o r e  s t ab le  i t e m s .  At  s o m e  phase  in  the l i fe  cyc le  of an i t em 

he m u s t  p lace  th is  i t em  in  one of these  c a t e g o r i e s .  I t ' s  e i t h e r  one of 

r a p i d  o b s o l e s c e n c e  o r  i t ' s  a s t ab le  i t e m .  It  m a k e s  a l l  the d i f f e r ence  as  

to the type of m a n a g e m e n t  he app l i e s  to th is  i t e m  i f  h e ' s  going to do an 

o v e r a l l  e c o n o m i c a l  job of m a n a g e m e n t .  

the s e r v i c e s  fo r  po l i c ing  such  s y s t e m s ,  

What  a r e  the m e c h a n i c s  u s e d  in 

and how ef fec t ive  a r e  t h e y ?  How 

does i t  con t r ibu t e  to our  o v e r a l l  r e a d i n e s s  capab i l i t y  wi th in  l i m i t e d  bud-  

ge ts ,  and so on?  

In e f fec t ing  supply  c o n t r o l  o p e r a t i o n s ,  the s t r o n g  back  p a r t  of 

th i s  job, such  as  r e q u i r e m e n t s  d e t e r m i n a t i o n ,  i n i t i a l  p r o c u r e m e n t ,  i n i t i a l  

i s s u e ,  r e q u i s i t i o n i n g ,  r e supp ly ,  and r e p l a c e m e n t - - i n  doing these  we often 

f ind tha t  l o w - c o s t  i t e m s  r e c e i v e  jus t  as  m u c h  e f fo r t  in  ou r  m a n a g e m e n t  

as  do h i g h - c o s t  i t e m s .  How does the m a n a g e r  a s s u r e  tha t  h i s  supply  

s y s t e m  and his  supply  pipe, l ine a r e  so  g e a r e d  to the demands  p l aced  on 

them tha t  h is  o p e r a t i o n  wi l l  be r e s p o n s i v e  a u t o m a t i c a l l y  to the m o r e  p r e s -  

s ing  r e q u i r e m e n t s ?  He m u s t  have h is  a c t i v i t i e s  so o r i e n t e d  that  h i s  

s y s t e m  d o e s n ' t  swal low the c a m e l  whi le  s t r a i n i n g  a t  the gnat .  I th ink  m o s t  

of us  have s een  e x a m p l e s  of th is  type of thing in log i s t i c  m a n a g e m e n t .  
A 

J J , / W h a t ,  a r e  the f a c t o r s  in th is  a r e a  which make  p e a c e t i m e  o p e r a t i o n s  
/ 

so  c o m p l e t e l y  d i f f e r en t  f r o m  w a r t i m e  o p e r a t i o n s  ? And how do our  s y s t e m s  

tha t  a r e  in e f f ec t  now lend  t h e m s e l v e s  to being p h a s e d  in to  an e m e r g e n c y  
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type o p e r a t i o n ?  

In d i s t r i b u t i o n  of m a t e r i e l  f r o m  p r o d u c e r  to u s e r  t he r e  m u s t  be 
the 

a c lo se  r e l a t i o n s h i p  be tween  a l l  a s p e c t s  o f ] log is t ic  suppo r t  o p e r a t i o n .  

F o r  i n s t a n c e ,  the r a t e  of consumpt ion ,  expend i tu re ,  a t t r i t i on ,  o r  obso-  

l e s c e n c e  of an i t em  m u s t  be the b a s i s  fo r  d e t e r m i n i n g  i t s  l eve l  in r e s e r v e ,  

i t s  r a t e  of flow th rough  the r e s u p p l y  s y s t e m ,  i t s  p lan  of m a i n t e n a n c e  and 

r ebu i ld ,  i t s  m e t h o d  of m o v e m e n t  th rough  the s y s t e m - - w h e t h e r  by rou t ine  

o r  p r e m i u m  t r a n s p o r t a t i o n - - a n d 0  f ina l ly ,  i t s  r e p l a c e m e n t  and e l i m i n a t i o n  

f r o m  the s y s t e m .  What a r e  the c r i t e r i a  u sed  by the s e r v i c e s  in the 

e s t a b l i s h m e n t  and o p e r a t i o n  of these  a s p e c t s  of l o g i s t i c a l  s u p p o r t ?  

Op t imum use  of p r e m i u m  t r a n s p o r t a t i o n  o v e r a l l  as  a s e r v i c e ,  

such  as  l o n g - d i s t a n c e  and l a r g e - c a r g o  l i f t s  by a i r ,  should  r e s u l t  in  do l l a r  

s a v i n g s  t h rough  r e d u c e d  s tock  l eve l s ,  r e d u c e d  handl ing  and r e h a n d l i n g  

of supp l i e s  and equ ipment ,  a r e d u c e d  need  for  packag ing  m a t e r i a l s ,  and  

the  l ike .  But t h e r e  i s  a cu t -o f f  poin t  whe re  we can  make  e c o n o m i c a l  u se  

of th i s  type of t r a n s p o r t a t i o n .  What a r e  our  s y s t e m s  in the s e r v i c e s  

fo r  m a n a g i n g  and c o n t r o l l i n g  th i s  th ing?  What a r e  these  f a c t o r s  of 

a v a i l a b i l i t y  or  l ack  of ava i l ab i l i t y ,  the high cost ,  and the p r o c e d u r e s  for  

a l l o c a t i o n  and  c o n t r o l  of s o m e t h i n g  l ike the h i g h - p r e m i u m  a i r  l i f t - - w h a t  
/" 

do t he se  f a c t o r s  have to do in the d e t e r m i n a t i o n  of h o ~  ~ th i s  c apab i l i t y  
_ /  

i s  u sed  in our  o v e r a l l  m a n a g e m e n t  s y s t e m  ? 

And° f ina l ly ,  h e r e  in r e c e n t  y e a r s  we have had s o m e  deve lopmen t s  

in m a n a g e m e n t  tha t  apply  in the m i l i t a r y  a r e a  and s o m e  of t hem apply  

p a r t i c u l a r l y  in the m a t e r i e l  a r e a .  T h e s e  were  not  deve loped  fo r  m a t e r i e l  
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m a n a g e m e n t ,  wi th  the p o s s i b l e  excep t ion  of ca ta log ing ,  o r  m a y b e  s t a n d -  

a r d i z a t i o n  too to s o m e  ex ten t .  T h e s e  a r e  too ls  of m a n a g e m e n t  tha t  have 

been  deve loped  tha t  we a r e  now m a k i n g  c o n s i d e r a b l e  use  of in  our  m a t e r i e l  

p r o g r a m s .  How a r e  these  too ls  be ing  u s e d ?  

I th ink  as  we c o n s i d e r  t h e s e  th ings  tha t  I have r e f e r r e d  to as  we 

go th rough ,  we wi l l  ge t  a f ee l  

m e n t  p r o b l e m .  

as  to how we a r e  a p p r o a c h i n g  the m a n ~ ¢ -  

Th is  job of m a t e r i a l  s u p p o r t  of a r m e d  f o r c e s  i s  b ig  and complex  

b u s i n e s s .  M r .  C. W. Bork lund ,  E d i t o r  of " A r m e d  F o r c e s  M a n a g e m e n t , "  

s a i d  in  the N o v e m b e r  i s s u e :  " i t  i s  h a r d l y  a n y  s e c r e t  tha t  a new type 

of b u s i n e s s  execu t ive  has  come into  be ing  s i n c e  Wor ld  War  H - - t h e  m i l i t a r y  

m a n  ( u s u a l l y  with an eag le  or  s o m e  s t a r s  on h i s  s h o u l d e r s  o r  a h igh  c iv i l  

s e r v i c e  r a t i n g  in h i s  pocket)  who i s  c h a r g e d  wi th  he lp ing  to m a n a g e  the 

l a r g e s t  b u s i n e s s  o p e r a t i o n  e v e r  known to th i s  c o u n t r y . "  

( C h a r t  3) T h e s e  f i g u r e s  give you s o m e  idea  as  to the s i z e  of 

the o p e r a t i o n  we a r e  t a lk ing  about .  

Th i s  i s  r e a l  and p e r s o n a l  p r o p e r t y .  

i ' .  '.' "~ 
Over  140 b i l l ion  d o l l a r s  in a s s e t s .  

And s o m e  f i g u r e s  run  tha t  on up 

h i g h e r  i f  you take in s o m e  of our  p roduc t ion  type e q u i p m e n t  and m a y b e  

one or  two o the r  s m a l l  c a t e g o r i e s .  Our  p r o c u r e m e n t  i s  about  20 b i l l ion  

and  a 
d o l l a r s  a y e a r .  Our  fo re ign  a id  p r o g r a m ,  m i l i t a r y  aid,  i s  o n e , q u a r t e r  

and a 

to o n e , h a l f  b i l l i on  d o l l a r s  a y e a r  to ove r  40 c o u n t r i e s .  Would you th ink  

tha t  the s e r v i c e s  had d i s p o s e d  of ove r  8 b i l l ion  d o l l a r s  wor th  of p r o p e r t y  

l a s t  y e a r ?  Th is  i s  a c q u i s i t i o n  cos t .  The s e r v i c e s  deal  in m o r e  than  

i l l i on  i t e m s ;  and  wi th  l ead  t i m e s  ~ 2 to 7 y e a r s ,  and th i s  i s  j u s t  
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a b i te  out of the midd le  of i t .  Some of t hem a r e  l onge r ,  as  you know. 

When you c o n s i d e r  tha t  ove r  a ha l f  m i l l i o n  people  a r e  engaged  in 

o p e r a t i n g  th i s  s y s t e m ,  and tha t  ove r  two and a ha l f  m i l l i o n  A r m e d  F o r c e s  

a r e  s p r e a d  a11 ove r  the wor ld  depending on it ,  i t  t akes  on a p r e t t y  s e r i o u s  

conno ta t ion .  

These  m i l i t a r y  a c t i v i t i e s ,  by a s s e t  c o m p a r i s o n ,  a r e  equ iva l en t  

to our  15 l a r g e s t  U. S. i n d u s t r i a l  c o r p o r a t i o n s .  

But l e t ' s  look at  some  of the c o m p l e x i t i e s  as  wel l  as  the s i z e .  

Here  a r e  some  f a c t o r s  which  b r i n g  about  complexity: .  ~ i r s t ,  f r o m  

wi th in  the G o v e r n m e n t .  ~,'~"~ 

One type of c o m p l i c a t i o n  a r i s e s  f r o m  c o n g r e s s i o n a l  i n t e r e s t s .  

These  a r e  found ch ie f ly  in  s uch  a r e a s  as  weapons  s y s t e m s ,  f o r c e s  to 

be suppor ted ,  a p p r o p r i a t i o n s ,  and r e g u l a t o r y  l e g i s l a t i o n .  

Here  is  how some  of these  i n t e r e s t s  have been  m a n i f e s t e d  r e c e n t l y  

and how m i l i t a r y  p r o g r a m s  can be a f fec ted  t h e r e b y .  The A r m e d  S e r v i c e s  

C o m m i t t e e s  of C o n g r e s s  dur ing  the  pa s t  few y e a r s  have been  v e r y  i n t e r -  

e s t e d  in  the m i s s i l e s  p r o g r a m s  of the s e r v i c e s .  Why? Because  t he se  

new weapons  s y s t e m s  have an e f fec t  on the f o r c e s  and the m i s s i o n s  of the 

s e r v i c e s .  Also ,  dur ing  our  annua l  budget  h e a r i n g s ,  C o n g r e s s  gets  c o m -  

p l e t e l y  in to  the de ta i l s  of m i l i t a r y  p r o g r a m s .  This  i s  a l l  r igh t ,  but  i t ' s  

a c o m p l e x i t y .  

Then t h e r e  a r e  v a r i o u s  p i e c e s  of l e g i s l a t i o n  in  our  p r o c u r e m e n t  

a r e a - - t h e  Buy A m e r i c a n  Act,  a id  to s m a l l  b u s i n e s s ,  l abo r  d e p r e s s e d  

a r e a s ,  a r i d  s o  o n .  

I0 

. . . .  



C o n g r e s s  wa tches  ove r  ou r  e x p e n d i t u r e s .  The G e n e r a l  Accoun t -  

ing Office m o n i t o r s  th is  d i r e c t l y  unde r  the eye of C o n g r e s s .  

O the r  c o m m i t t e e s ,  such  as  the G o v e r n m e n t  O p e r a t i o n s  C o m m i t t e e ,  

spend  a g r e a t  dea l  of t ime  looking a t  o u r ~ e n t s =  They  r e v i e w  

our  d e c i s i o n  m a k i n g  in  th is  a r e a ,  as  wel l  a s  our  a c c o m p l i s h m e n t s .  And 

a lot  of these  r e v i e w s  of our  dec i s ion  m a k i n g  put us  p r e t t y  wel l  in the 

midd l e  s o m e t i m e s .  I t ' s  p r e t t y  h a r d  to a lways  be able  to ju s t i fy  your  

d e c i s i o n  m a d e  a few y e a r s  back  in the face of even t s  tha t  have taken  p lace  

in  the m e a n t i m e .  And some  of these  ques t ionab le  d e c i s i o n s  have been  

m a d e  in the m a t e r i e l  a r e a .  

Bu reau  of the Budget  and T r e a s u r y  i n t e r e s t s  cause  c o m p l e x i t y  

to the m i l i t a r y  m a t e r i e l  m a n a g e r .  

Of c o u r s e  in the a r e a s  of the deve lopmen t  of the F e d e r a l  budget  

o r  the funding of Gove rnmen t ,  i f  t h e r e  c o m e s  a need  to cut  back  the o v e r a l l  

a v a i l a b i l i t y  of funds,  the s e r v i c e s  have to r e p r o g r a m ,  r e v i s e  t h e i r  s c h e d -  
a 

u les ,  and  in s o m e  c a s e s  even  cut  back  p r o c u r e m e n t .  I t ' s~p re t ty  unecon-  

o m i c a l  job. 

Also  the Bureau  of the Budget,  in  t h e i r  a p p o r t i o n m e n t  p r o c e s s ,  

ho lds  the p u r s e  s t r i n g s .  Here  we have a r e q u i r e m e n t  for  the s e r v i c e s  

to c o m p l e t e l y  and  in de t a i l  r e j u s t i f y  t h e i r  p r o g r a m s  to the Bureau  of 

the Budget  be fo re  they  can  get  m o n e y  tha t  has  a l r e a d y  been  a p p r o p r i a t e d  

by C o n g r e s s .  Don ' t  e v e r  le t  anybody t e l l  you that  the a p p o r t i o n m e n t  

p r o c e s s  doesn ' t  a f fec t  the m a t e r i e l  manager~  in r e p r o g r a m m i n g ,  r e v i s -  

ing  s c h e d u l e s ,  and so on. 
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The Off ice  of the S e c r e t a r y  of Defense  in f luences  our  s e r v i c e  

m a t e r i e l  m a n a g e m e n t .  

The problem of roles and missions is very important in this 

.. area. And the services look to the Secretary of Defense for program 

~' guidance in all of their military management and particularly in their 

": materiel management. The materiel manager is faced with such prob- 

l e m s  a s  what  weapon s y s t e m s  to develop and p r o c u r e ,  what  p r o j e c t i o n  

of  f o r c e s  to p lan  fo r ,  and what  s y s t e m  of log is t ic  s u p p o r t  to develop.  

• ,~ For example, when and where is there an across-the-board military 

look taken at the family of weapon systems to be employed by all the 

services in 1970 or 1975 ? People are looking at this, but are the mili- 

tary? Is there a military look laken across the board at all this ? 

,a  

,i ~ 

a r e a ?  

How does the materiel manager get the decisions he needs in this 
J 

And, when he d o e s n ' t  get  t hem on t ime ,  how does  be plan wi thout?  

He c a n ' t  wai~,  

F ina l ly ,  the Joint  Chie fs  of Staff  o r g a n i z a t i o n  i s  p lay ing  a c o n s t a n t -  

ly increasing role since the 1958 reorganization in actions having a bearing 

on materiel management. Chief among these is the balancing of missions 

and forces with the requirements and capabilities of all the services and 

a l l  the o p e r a t i n g  c o m m a n d s  t o w a r d  a r r i v i n g  a t  the op t imum m i l i t a r y  

r e a d i n e s s  p o s t u r e .  And the JC, S i s  now being ca l l ed  upon for  b u d g e t a r y  

ALl these troublesome factors that I've just cited are not neces- 

adv i ce .  

sar ily' bad. And I'm not ~ citing them as trying to highlight them from 
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t h e  po in t  of  v i e w  of t r y i n g  to  g e t  r i d  of t h e m .  We can  ~t. T h e y  a r e  a 

p a r t  of  ou r  way  of do ing  b u s i n e s s ,  My  r e a s o n  f o r  m e n t i o n i n g  t h e m  i s  

t h a t  we tve go t  to l e a r n  how to d e a l  w i th  t h e m .  

But  t h e s e  a r e  no t  a l l ,  T h e s e  a r e  j u s t  the  o n e s  tha t  w e r e  w i th in  

Government. Let=s lookoutside of Government. 

Pressures get awfully strong in this business. Demands are 

made on the services for production and procurement from specific 

manufacturers. Members of Congress and businessmen alike bring 

these pressures to bear on the services. 

We have to contend with influences of industrial and trade asso- 

ciations in the areas of sales and advertising; of the legislation lobby 

on Government programs; and of the munitions lobby on certain weapons 

and weapon systems. I dontt need to cite examples. Some of these 

have been aired rather thoroughly recently as a result of official inquiry 

and publicity. 

Le~s be aware of these types of pressures and influences. We 

cantt eliminate them, but letWs be aware of them so that we will know 

how to deal with them. Letts look at our systems and see if they are 

prepared to take proper cognizance of the possible ill effects of these 

types of pressures and influences and troublesome factors that we run 

into. 

These thingsthat I have been discussing represent the nature, 

the magnitude~ and the importance of the problems which our studies 

in this unit will consider. I ~h!rtk this defines the subject rather well 

13 



and  k ind  of s e t s  the s t age  for  our  f u r t h e r  c o n s i d e r a t i o n .  We want  to 

f ind out a s  m u c h  as  we can  about  i t s  c u r r e n t  s t a t u s  and i t s  t r e n d s ,  and 

t r y  to u n d e r s t a n d  how the p r a c t i c e s  c u r r e n t l y  in  e f fec t  can  be i m p r o v e d  

to give us  b e t t e r  m a n a g e m e n t .  

we l l  we a r e  doing the job.  

In tha t  connec t ion ,  M r .  McNei l ,  

Letms see  i f  we can  f ind out ju s t  how 

jus t  be fo re  he r e t i r e d  as  Comp-  

t r o l l e r  of the D e p a r t m e n t  of Defense ,  had th i s  to say :  " T h e  wea l th  of 

i n d i v i d u a l  t a l en t  r u n n i n g  th i s  (Defense  D e p a r t m e n t )  b u s i n e s s  i s  t r u l y  

i m p r e s s i v e  and  i n s p i r i n g .  Nowhere  e l s e  in  the c o u n t r y  has  so m u c h  

a b i l i t y  been  a s s e m b l e d  in one p l ace .  

the  one th ing  I m o s t  hate  to l e a v e . "  

Tha t  s t i m u l a t i n g  a t m o s p h e r e  i s  

Th i s  type  of an o b s e r v a t i o n  com ing  

f r o m  a m a n  l ike  Mr .  McNeil°  who has  been  as  c l o s e l y  a s s o c i a t e d  wi th  

t h i s  b u s i n e s s  s ide  of the Defense  D e p a r t m e n t  as  he has  for  h i s  e n t i r e  

life~ to me  i s  a p r e t t y  good ind ica t ion ,  m a y b e  not  as  to how wel l  we a r e  

doing the job~ but  as  to how m u c h  a b i l i t y  we have to do the job i f  we o r g a n -  

i ze  and go about  i t  r i g h t .  

Now l e t ' s  take  a look a t  s o m e  of the f u n d a m e n t a l  c h a r a c t e r i s t i c s  

of m a n a g e m e n t  in  f u r t h e r  de l i nea t i on  of our  s tudy  in th i s  a r e a .  

In m i l i t a r y  activity~ m a n a g e m e n t  i s  g e n e r a l l y  thought  of a s  be ing  

s y n o n y m o u s  wi th  c o m m a n d .  The c o m m a n d e r  i.s.s the m a n a g e r .  He has  the  

comple t e  r e s p o n s i b i l i t y  for  the a c c o m p l i s h m e n t  of h i s  miss ion~ and he 

has  the a u t h o r i t y  fo r  the d i r e c t i o n  of h i s  e f fo r t  t o w a r d  the a c c o m p l i s h m e n t  

of tha t  m i s s i o n .  

The p r i m a r y  funct ion  of the manager~  the m i l i t a r y  m a n a g e r ,  a s  
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we look a t  h im in  th is  uni t ,  i s  the d i r e c t i o n  of h i s  r e s o u r c e s  of m e n  and 

m a t e r i e l  t oward  a c c o m p l i s h i n g  his  m i s s i o n .  In the p r o c e s s  of such  

d i r ec t i on ,  m a n a g e m e n t  c o n s i s t s  of s y s t e m a t i c  p lans ,  to give us  a c o u r s e  

of ac t ion;  and o rgan i za t i on ,  to give us  a s t r u c t u r e  th rough  which  to b r i ng  

to b e a r  the e f fo r t s  and our  c a p a b i l i t i e s  t oward  m e e t i n g  our  o b j e c t i v e s .  

Ano the r  thing we need  to c o n s i d e r  i s  the l eve l  a t  which  we a r e  going 

to ana lyze  ~his  sub jec t .  

Some of the types  of a c t i v i t y  invo lved  in th is  b u s i n e s s  inc lude  

such  func t iona l  f i e lds  as  the eva lua t i on  of r e q u i r e m e n t s  and the e s t a b l i s h -  

m e n t  of p r i o r i t i e s  fo r  t h e i r  suppor t ;  and the p lann ing  for  the deve lopment ,  

m a n u f a c t u r e ,  and t e s t i ng  of weapon s y s t e m s .  It  r e q u i r e s  p r o g r a m i n g  

for  the p roduc t ion  and the phased  acqu i s i t i on  of these  i t e m s  in a c c o r d a n c e  

wi th  a m a t e r i e l  p lan  and a supp ly  p r o g r a m .  And i t  i nc ludes  the p o l i c i e s  

and s y s t e m s  and a c t i v i t i e s  r e q u i r e d  to give con t inu i ty  and c o m m o n  pu rpose  

to u n i n t e r r u p t e d  l o g i s t i c a l  suppo r t  of our  A r m e d  F o r c e s .  

(Cha r t  4) Here  is  one m e t h o d  of r e f l e c t i n g  the cyc le  th rough  which  

an i t em or  a weapon o r  a weapon s y s t e m  p a s s e s  dur ing  i t s  c o n s i d e r a t i o n  

on coming  into o r  be ing  b rough t  in to  the s y s t e m .  In the deve lopmen t  

phase  we have one m a j o r  thing to look form and tha t  i s ,  at  th is  t i m e  we 
the 

m u s t  des ign  into the i t e m c h a r a c t e r i s t i c s  tha t  wi l l  make  i t  capable~qual io  

t a t i v e l ~  of doing the job tha t  we a r e  expec t ing  i t  to do when i t  r e a c h e s  
Don ' t  

the u t i l i z a t i o n  s t age .  ~ q u a r r e l  wi th  the f i g u r e s .  These  a r e  for  examp le  

only .  Some of the i t e m s  r e q u i r e  l e s s  and some  r e q u i r e  m o r e  in the v a r -  

ious  p h a s e s .  In s o m e  c a s e s  an i t em  doesn t t  s t a y  wi th  us 12 y e a r s  and 
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in  s o m e  c a s e s  i t  s t a y s  longe r  than  20. 

In the t e s t i ng  phase  we t e s t  o p e r a t l o n a l l y ,  f r o m  the s t andpo in t  of 

s ee ing  how wel l  our  des ign  has m e t  the r e q u i r e m e n t s  of u t i l i z a t i on .  

At the end of the o p e r a t i o n s  t e s t i ng  or  in  consonance  wi th  the o p e r a t i o n s  

t e s t ing ,  we give the i t e m  a t e c h n i c a l  t e s t  for  m a i n t a i n a b i l i t y  and depend-  

ab i l i ty .  And when th is  i s  comple ted ,  a s s u m i n g  t h a t  e v e r y t h i n g  is  a c c e p t -  

a b l e - - t h e  i t e m s  m a y  r e q u i r e  m o d i f i c a t i o n  dur ing  th i s  p r o c e s s - -  then we 

have s t a n d a r d i z a t i o n  of the i t em,  and i t  i s  adopted  in to  the s y s t e m .  

The a c q u i s i t i o n  and supply  p h a s e s  a r e  s e l f - e x p l a n a t o r y ,  as  iS the 

d i spos i t i on  phase .  But in the u t i l i z a t i on  phase ,  i m m e d i a t e l y  when an i t em  

i s  i s s u e d  for  use ,  i t  s t a r t s  r e q u i r i n g  m a i n t e n a n c e .  S o m e t i m e s  even  

be fo r e  i t  i s  i s s u e d  for  use ,  i t  s t a r t s  r e q u i r i n g  i n - s t o r a g e  m a i n t e n a n c e .  

And soon  a f t e r ,  we s t a r t  th inking about  i t s  r e p l a c e m e n t ,  o r  a t  l e a s t  i t s  

m o d e r n i z a t i o n  b e c a u s e  of th is  f a c to r  of o b s o l e s c e n c e .  

(Cha r t  5) LetWs take  a l i t t l e  c l o s e r  look into tha t  one phase  of 

u t i l i z a t i on .  Again  these  f i gu re s  a r e  for  examp le  only .  

T h e  i t e m  e n t e r s  the s y s t e m  at  the ze ro  poin t  in t ime ,  and s o m e t i m e  

e a r l y ,  o b s o l e s c e n c e  s e t s  in .  This  o b s o l e s c e n c e  m a y  begin  be fo r e  the 

i t e m  is  i s sued ,  but a t  l e a s t  i t  s t a r t s  e a r l y  in the s y s t e m .  

Main ly  the r e a s o n  for  showing you th is  i s  to i nd i ca t e  tha t  d e c i s i o n  

m u s t  come a t  the p r o p e r  t ime  at  th is  p a r t i c u l a r  phase  of the l i fe  c~ an 

i t e m  in o r d e r  tha t  we can do p r o p e r  m a n a g e m e n t .  F o r  i n s t a n c e ,  i f  we 

have  d e c i d e d  that  an i t e m  is  going to be washed  out of the s y s t e m  h e r e  

a t  the 10 -yea r  poin t  in t ime ,  tha t  dec i s i on  m u s t  come in  t i m e .  You c a n ' t  

16 



decide i t  r i g h t  h e r e  ( indicat ing)  e c o n o m i c a l l y .  I t  m u s t  come  at  a point  

in t ime  s o m e w h e r e  back  a long the s c a l e  tha t  wil l  m a k e  i t  pos s ib l e  for  

us  to s top  not  only the p r o c u r e m e n t  of the i t e m ,  but s top  p r o c u r e m e n t  of 
r e p a i r  
~ m D e  p a r t s  and componen t s  fo r  it ,  and des ign  and plan  our  m a i n t e n a n c e  

p r o g r a m  so  that  we s top  m a i n t e n a n c e  back  he re ,  r a t h e r  than to have 

both of these  o p e r a t i o n s  continue r i gh t  up to the day you d i spose  of the 

i t e m  and then you have  the s y s t e m  full  of p a r t s  p e c u l i a r  and the old i t e m s  

full  of m a i n t e n a n c e  e f fo r t  and d o l l a r s  out of which  you get  nothing.  Man-  

a g e m e n t  of th is  type of thing we ca l l  our  log i s t i c  s y s t e m .  The m a n a g e -  

m e n t  tha t  we a r e  ta lk ing  about  of th is  type of thing h e r e  in th is  uni t  

i s  m a n a g e m e n t  of p r o g r a m s  at  the na t iona l  l eve l .  

Now that  we have de l inea t ed  the s tudy  a r e a ,  l e t ' s  s ee  s o m e  of 

the p r o b l e m s  tha t  go a long with  it .  V// 
L v  

In the face  of advanc ing  technology,  changing  s t r a t e g i c  and t a c -  

t i ca l  concep ts ,  and  the i n c r e a s i n g  c o m p l e x i t y  and cos t s ,  the m a t e r i e l  

m a n a g e r  i s  p lagued  cons t an t ly  with t h r ee  m a j o r  o b s t a c l e s ;  f i r s t ,  keep ing  

up with changes  in qua l i t a t ive  n e e d s ,  The p l anes ,  sh ips ,  t anks ,  

and a m m u n i t i o n  tha t  once did the job wel l  wi l l  no longe r  suffice~ ~ e c o n d ,  

keep ing  the r i gh t  quant i ty  of m o d e r n  and e f fec t ive  equ ipmen t  in his i nven -  

t o r i e s .  WeVve got a cons t an t  t h r e a t ;  t h e r e f o r e ,  we have to s t a y  r e a d y .  

And, th i rd ,  l im i t ed  p e a c a t i m e  b u d g e t a r y  s u p p o r t .  We c a n ' t  buy a l l  

e v e r y t h i n g  we would Like to down th rough  th i s  cyc le  h e r e .  When you 

develop i t e m s  tha t  you know a r e  going to be e f fec t ive ,  you cant t  go out 

and  buy enough to r e p l a c e  e v e r y t h i n g  tha t  youVve got in you r  s y s t e m .  
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We c a n ' t  t h row away  the old i t em& M o s t  of them a r e  s t i l l  good.  You 

don ' t  come up to the end of y o u r  cyc le  wi th  a l l  of you r  s y s t e m s  tha t  have 

o b s o l e s c e d  on you and tha t  you have i t e m s  coming  a long in the r e p l a c e -  

m e n t  p ipe l ine  behind t h e m - - y o u  don ' t  wind up out h e r e  wi th  those  th ings  

T h e y t r e  good, and we have  to m a k e  good use  of a b s o l u t e l y  w o r t h l e s s .  

t h e m .  

And this  b r i n g s  about  dupl ica t ion  of i t e m s  in our  s y s t e m .  Imag ine  

the p r o b l e m s  c a u s e d  by a type of c o m m u n i c a t i o n s  ne twork  tha t  has  ha l f  

of the i t e m s  old and ha l f  of t hem new.  Imag ine  the added  bu rden  of the 

o p e r a t i o n  of the s y s t e m  in the t r a i n ing  fo rce  opera t ion ,  but  a l so  the 

m a i n t e n a n c e  of two types  of h ighly  t echn ica l  t ypes  of i t e m s  such  as  a r e  

r e q u i r e d  in our  c o m m u n i c a t i o n s  n e t w o r k s .  

But these  t h r e e  b a s i c  h u r d l e s - - o f  advanc ing  technology,  l im i t ed  

funds,  and the r e q u i r e m e n t  to s t a y  r e a d y - - a r e  not  the only t roub le¢ ,  not 

the only prob lem~.  The m a n a g e r  i s  c o n c e r n e d  with the phas ing  of new 

deve lopmen t s  in m a t e r i e l  wi th  new s t r a t e g i c  and t a c t i c a l  concep ts ;  and,  

i f  pos s ib l e ,  h e ' s  ~ot to t r y  to do th is  t h r e e ,  f ive,  s even  y e a r s  in p r o j e c -  

t ion.  

His  d i s t r ibu t ion  and m a i n t e n a n c e  p r o b l e m s  and the p r o b l e m s  of 

s t o r a g e ,  m o v e m e n t ,  and supply  cont ro l ,  a r e  with h im cons tan t ly .  He 

m u s t  not let  o b s o l e s c e n c e  o v e r t a k e  his i n v e n t o r i e s ;  and h e ' s  got  to c~s- 

pose ,  . p ro f i t ab ly  i f  he can,  of the i t e m s  tha t  have b e c o m e  obsole te  to his  

fu tu re  needs .  

~ ( C h a r t  6) Don=t w o r r y  a b o u t  the  a m o u n t  o f  s t u f f  on  t h i s  c h a r t .  
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T h e r e  a r e  e l even  b a s i c ' c a l l  t hem funct ions ,  ca l l  t hem c o n s i d e r a t i o n  

a r e a s ,  o r  wha t  have  you; and t h e r e  a r e  36 s u b - a r e a s  o~: funct ions ,  

t a s k s ,  jobs,  dut ies ,  o r  w h a t e v e r  you want  to ca l l  t h e m .  That*s one 

p u r p o s e  of showing i t  to you l ike th i s .  I t t s  a big and c o m p l i c a t e d  and 

d i v e r s e  ope ra t i on .  My m a i n  p u r p o s e  of showing i t  i s  i n t e r r e l a t i o n S ,  "~" 

and  I want  to jus t  c i te  a couple .  

Take  I t em 4, Deve lopmen t .  Out of tha t  phase ,  tha t  s tep ,  those  

c o n s i d e r a t i o n s ,  t ake  the t e r m  " e f f e c t i v e n e s s . "  I t t s  dur ing  the deve lop-  

m e n t  cyc le  of the i t e m  that ,  i f  e f f e c t i v e n e s s  i s  p r o p e r l y  handled,  i t  wil l  

do the job tha t  we want  i t  to do down h e r e  in the u t i l i za t ion  p h a s e .  If  

tha t  e f f e c t i v e n e s s  i s  going to be bui l t  into th is  i t e m  dur ing  the deve lop-  

m e n t  phase ,  i t  wil l  be the r e s u l t  of the p r o p e r  d e t e r m i n a t i o n  back  in the 

v e r y  f i r s t  s t age  of the qua l i t a t ive  type r e q u i r e m e n t  tha t  s o m e b o d y  dec ided  

should  go into tha t  i t em;  and he had his  eye on what  we w e r e  going to 

expec t  of the i t e m  down h e r e  in this  p h a s e .  

One o the r  p o i n t - - t i m i n g - - a l s o  in s t ep  n u m b e r  4 - - t e c h n o l o g i c a l  

a d v a n c e s .  If  the qua l i t a t ive  r e q u i r e m e n t s  des igned  into the i t e m  back  

h e r e  r e q u i r e  such  a long t ime  in deve lopment ,  shoot ing  a t  th is  a r e a  down 

h e r e  with  the capab i l i ty ,  t ec lmolog ica l  a d v a n c e s  m a y  o v e r t a k e  it,  and 

y o u r  e f f o r t  m a y  be was t ed .  You wil l  n e v e r  get  the i t e m  into the utiLi- 

za t ion  ~ e o  

/ I t t s  in these  m a j o r  funct ional  a r e a s  that  our  s tud ies  wi l l  be cen -  

t e r e d .  Obvious ly  we can t t  go into a l l  of them in de ta i l .  But we wil l  

e x a m i n e ,  in f a i r l y  good depth, s o m e  of the p r i n c i p l e s  behind the s y s t e m s  
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t ha t  e n c o m p a s s  a l l  t he se  func t ions .  More  s p e c i f i c a l l y ,  we wi l l  exp lo re  

m a n a g e r ~ e n t  s y s t e m s  f r o m  the viewpoin t  of the policy c o n s i d e r a t i o n s  

which  have  i n f l u e n c e d  t h e i r  deve lopmen t .  

T h e s e  s y s t e m s  wi l l  inc lude  those  in  use  in  the m i l i t a r y  d e p a r t -  

m e n t s ,  such  as  t h e i r  s y s t e m s  for  m a n a g i n g  t h e i r  p r o c u r e m e n t ;  t h e i r  

p r o g r a m s  for  the e m e r g e n c y  p roduc t ion  of c r i t i c a l  i t e m s ;  and s o m e  of 

t h e i r  p r i n c i p a l  l o g i s t i c s  s y s t e m s .  

We wi l l  a n a l y z e  s o m e  of the m e t h o d s  e m p l o y e d  in jo in t  l o g i s t i c s ,  

s u c h  as  our  s i ng l e  m a n a g e r  and our  A r m e d  F o r c e s  Supply Support  C e n t e r .  

T h e s e  s y s t e m s  wi l l  be e x a m i n e d  wi th  people  who know them wel l ,  and 

we can eva lua t e  what  t h e i r  e f f e c t i v e n e s s  i s  and how wel l  t hey  would s e r v e  

us  in  c a s e  of e m e r g e n c y .  

We wi l l  look a t  m a n a g e m e n t  in  our  un i f i ed  c o m m a n d s .  We wi l l  
and 

d i s c u s s  wi th  our  NATO r e p r e s e n t a t i v e s  s o m e  o f the p rob lems~ t r e n d s  

in NATO logistics or combined or international log~stics. 

-~fJFinally, in this broad area of manage~?nt systems, we will look 

~ I want to emphasize this aspect of the unit for just a second. 

It is just as essential that we understand the industrial side of 

our national security as it is that we recognize what our security pro- 

grams are and how they are developed. 

Since we are so dependent on our industrial base, we should know 

how it functions. I will cite one specific relationship. That is the econ- 

omic implications of our current military programs, The budgetary 

support and time-phasing which these programs require put our military 
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decision makers squarely in the business of evaluating industry's capa- 

bility and industry's responsiveness to military programs. 

Those who handle national security matters should, therefore, 

have some idea as to the fundamentals of industrial management. With- 

out such knowledge and appreciation, men who are responsible for making 

military decisions can't be expected to make the right decisions. 

I might say here that the necessity for this knowledge and appre- 

ciation is not reserved solely for the logistic m~n. Until all commanders 

and all planners and all logistics managers alike accept this principle, 

we can't expect to have good management. I~ve you ever encountered 

a commander, or have you ever been one, that had no respect for limi- 

tation on resources, or the time factor? It takes a long time to produce 

military goods, regardless of how capable industry may be. Some of 

these things I have shown here, the cycle, the magnitude of functions, 

i t  t a k e s  a long t ime  to tu rn  out the goods,  and i t  t akes  a long t ime  to 

r u n  t hem th rough  our  s y s t e m  and  put t hem in the hands  of the u s e r .  

Uni t  IV i s  the on ly  p lace  in  the ICAF c o u r s e  w h e r e  we look at  

f a c t s  s u c h  a s  t h e s e .  Th i s  uni t  i s  d e s i g n e d  to he lp  you to exp lo r e  and  

eva lua t e  the e f f e c t i v e n e s s  ~f the  way  we a r e  t r y i n g  to do the job. 

If you a r e  r e m i n d e d  now that  in our  i n d u s t r y  s t u d i e s  we a r e  going 

to a p p r o a c h  i t  t h rough  e igh t  c o m m i t t e e  s t ud i e s ,  you wi l l  know tha t  we 

a r e  going to l o o k  i n s ide  of e igh t  of our  m a j o r  i n d u s t r i e s .  We a r e  going 

to v i s i t  i n d u s t r y  in  J a n u a r y .  And I be l i eve  tha t  a f t e r  t h e s e  i n d u s t r y  

s t u d i e s ,  ou r  v i s i t s  wi th  i n d u s t r y ,  and t a lk ing  wi th  i n d u s t r i a l  m a n a g e r s ,  
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w e ' l l  have a p r e t t y  good idea  of what  th is  i n d u s t r y  a r e a  is  and b a s i c a l l y  

how i t  func t ions .  

One spec i f i c  c a t e g o r y  of i n d u s t r i a l  m a n a g e m e n t  which  we wi l l  

c o n s i d e r  i s  p roduc t i on  p r o c e s s e s - - t h e  a c t u a l  m a n u f a c t u r e  of i t e m s .  

These  inc lude  such  f a c t o r s  and e f fec t s  as  the i m p a c t  of s c i en t i f i c  and  

t e c h n o l o g i c a l  p r o g r e s s  w i t h i n a n  i n d u s t r y ,  the i m p a c t  of advance  p r o d u c -  

t ion t echn iques ,  au tomat ion ,  qua l i ty  con t ro l ,  i n d u s t r y ' s  use  of  a u t o m a t i c  

da ta  c o n t r o l s ,  the e f fec t s  of m i l i t a r y  p r o g r a m s  wi th in  tha t  i ndus t ry ,  

the i m p l i c a t i o n s  of l a b o r - m a n a g e m e n t  p r o b l e m s  on p roduc t iv i ty ,  and 

the l ike .  

We should  get  an idea  of how adaptab le  our  c u r r e n t  p roduc t ion  base  

i s  to the v a r i o u s  cond i t ions  of e m e r g e n c y  tha t  we wi l l  a l so  s tudy  about  
J 

I 

h e r e  in the c o u r s e ,  j 

Now, in the a r e a  of p r o c u r e m e n t ,  t h e r e  a r e  m a n y  m a j o r  o b s t a c l e s  

fac ing  the people  who p lan  and c a r r y  out ou r  m a t e r i e l  p r o c u r e m e n t .  

Are  these  o b s t a c l e s  f o r ced  on us ,  o r  a r e  they  s e l f - i m p o s e d ?  

How va l i d  a r e  the c o m p l a i n t s  l ev i ed  at  the s e r v i c e s  fo r  m a k i n g  
have been  

unwise  p r o c u r e m e n t s  ? And t h e r e  ~ m a n y .  

How, u n d e r  the moun ta in  of c o n t r o l s ,  can  the p r o c u r e m e n t  o f f i c e r  

do h is  job so e f f ec t i ve ly  tha t  he can s t and  up unde r  the t e s t  of the i n q u i s -  

i t ive  a p p r o a c h  by C o n g r e s s  and the p u b l i c ?  

We wil l  h e a r  people  f r o m  the s e r v i c e s ,  f r o m  C o n g r e s s ,  and f r o m  

i n d u s t r y  ta lk  about  th i s ;  and we should  be able  to get  s o m e  idea  as  to the 

p r o b l e m s  tha t  t hey  iden t i fy  and the c o r r e c t i v e  m e a s u r e s  tha t  they  wi l l  
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p r o b a b l y  sugges t ,  as  to how ef fec t ive  those  would be 

our  c u r r e n t  p r o c u r e m e n t  a c t i v i t i e s .  

One spec i f i c  t h i n g  on p r o c u r e m e n t :  

laws a r e  b a s e d  on a d v e r t i s e d  p r o c u r e m e n t ,  

if  i n t e g r a t e d  in to  

Our  c u r r e n t  p r o c u r e m e n t  

but  those  laws p e r m i t  17 
And the s e r v i c e s  do n e g o t i a t e d  p r o c u r e m e n t .  

excep t ions  whe reby  we can do nego t i a t ed  p r o c u r e m e n t .  ~ This  i s  one of 

the th ings  tha t  I th ink you wi l t  p r o b a b l y  get f r o m  your  R e p r e s e n t a t i v e  

f r o m  C o n g r e s s  who ta lks  in th is  a r e a - - t h e  s e r v i c e s  l ean ing  so  heav i ly  

on n e g o t i a t e d  p r o c u r e m e n t .  Why donl t  we Like a d v e r t i s e d  p r o c u r e m e n t ?  

Is i t  b e c a u s e  of the r i g i d  s p e c i f i c a t i o n s  tha t  a r e  r e q u i r e d  and  the heavy  
load?  

a d m i n i s t r a t i v e  w o r k ~  Or  i s  i t  b ecause  th rough  nego t i a t ed  p r o c u r e m e n t  
Do we ? 

we can get  m o r e  for  ou r  m o n e y ?  Or  can  we?  / Are  we as  wel l  p r e p a r e d  

to take  advan tage  of  the b l e s s l n g s  tha t  a r e  a f fo rded  by our  c u r r e n t  p r o -  

c u r e m e n t  laws tha t  d i r e c t  a d v e r t i s e d  p r o c u r e m e n t - - a r e  we as  wel l  p r e -  

p a r e d  to take  advan tage  of those  th ings  as  the people  with whom we 

nego t i a t e  in i n d u s t r y ?  Or  to use  a g a i n s t  us  the ve ry ,  v e r y  s t r i n g e n t  

r e q u i r e m e n t  of a d m i n i s t r a t i v e  c o n t r o l s  in  a d v e r t i s e d  p r o c u r e m e n t ?  

One o t h e r  a r e a ,  tha t  we a r e  adding in to  the uni t  th i s  y e a r  for  the 

f i r s t  t ime ,  is  the i m p l i c a t i o n s  of space  l og i s t i c s  in  our  m i l i t a r y  prog~rams. 
i i i i  

These  p r o g r a m s  a r e  c u r r e n t l y  involv ing  the s e r v i c e s  to the tune of m i l l i o n s  

and  m i l l i o n s  of d o l l a r s .  Maybe i t l s  ge t t ing  l e s s  as the r e s u l t  of the r e o r -  

gan iza t ion  th is  week.  But, anyway,  e f fo r t s  as  weLL as  funds a r e  going 

in to  t hese  p r o g r a m s ,  and u n d e r  s t r i c t  budget  ce i l i ngs  y e a r  in and y e a r  

out, i n c r e a s e d  e f fo r t  in  th i s  a r e a  i s  going to have to cut in to  o the r  p r o g r a m s  

of the s e r v i c e s .  What  wi l l  the e f fec t  be ? We wil l  have s o m e  of the 
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people  f r o m  the s e r v i c e s  who have been  dea l ing  wi th  th i s  th ing  for  a 

long whi le  tha t  shou ld  be ab le  to give us  a good i dea .  

( C h a r t  7) Now, in  s u m m a r y  Itd l ike  to show you one concep t ion  

of the o v e r a l l  m a t e r i e l  m a n a g e m e n t  t a s k .  L i s t e d  a g a i n s t  the r e d  b a c k -  

g round  a r e  our  a d v e r s a r i e s .  

a t t r i b u t e s ,  our  c a p a b i l i t i e s ,  

L i s t e d  on the blue b a c k g r o u n d  a r e  our  

our  t e a m - m a t e s .  Your f ron t  l ine of our  
p l a n n e r s .  

t e a m - m a t e s  t h e r e - - m a y b e  we think of t hem as  ~ Your  s econd  

l i n e - - t h e  doe r s ,  the g e t t e r s j  the p r o v i d e r s .  

Once a d e c i s i o n  i s  m a d e  tha t  an i t e m  i s  going to come  into  the 

s y s t e m ,  s o m e b o d y  has  got  to c a r r y  the ba l l .  T h a t ' s  the  m a t e r i e l  m a n -  

a g e r .  How we l l  he does  the job and how n e a r l y  he c o m e s  to c r o s s i n g  

the goa l  l ine  of s u c c e s s f u l  a c c o m p l i s h m e n t  depends  on how wel l  he m a k e s  

u s e  of t he se  people  ~planners) ;  how m u c h  he knows about  what  they  w e r e  

doing when t h e y  did t h e i r  p a r t  o f  the  job; and i t  depends  on how wel l  he 

a c t u a l l y  m a k e s  u s e  of th i s  group of b l o c k e r s  ( red) ,  how we l l  t hey  do 

t h e i r  job, how wel l  t hey  a r e  o r g a n i z e d ,  and how w e n  they  a r e  d i r e c t e d .  

T h r o u g h  the s tudy  and  a n a l y s i s  on the th ings  IVve m e n t i o n e d  

today,  g e n t l e m e n ,  I be l i eve  we wi l l  be able  to ge t  a f a i r l y  good g r a s p  
We ought  to t e l l  how wel l  we a r e  doing the job.  

of the p r o b l e m s  tha t  face  our  m a t e r i a l  m a n a g e r s . A W e  ought  to be able  

to i den t i f y  and i s o l a t e  what  we need  f u r t h e r  in  th i s  a r e a  to imp_prove our  

m e t h o d s  of a c c o m p l i s h i n g  the t a s k .  And, th i rd ,  jus t  how we can  go 

about  i n t e g r a t i n g  t h e s e  i d e a s  into  our  c u r r e n t  s y s t e m .  And tha t  I th ink  

i s  the one k e y  th ing  for  us  to take with  us  out of th i s  c o u r s e  on m a t e r i e l  

m a n a g e m e n t .  
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We m u s t  u n d e r s t a n d  w h a t  a l l  of  t h e s e  t h i n g s  t h a t  I tve  t a l k e d  

a b o u t  and  a l l  t h e s e  t h i n g s  I ' v e  s h o w n - - w e  m u s t  u n d e r s t a n d  wha t  the  

i m p l i c a t i o n s  a r e  in  the  a r e a  of, not  j u s t  m a t e r i e l  m a n a g e m e n t ,  bu t  in  

a r e a  of p r o v i d i n g  n a t i o n a l  s e c u r i t y .  And  i f  we u n d e r s t a n d  t h a t  a s  a 

r e s u l t  of  t h i s  un i t ,  you  w i l l  have  a c c o m p l i s h e d  the  p u r p o s e  of  U n i t  IV.  

T h a n k  you .  
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