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THE OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE (S&L) 

II December 1959 

G E N E R A L  HOUSEMAN:  B u s i n e s s  w i th in  the  m i l i t a r y  d e p a r t m e n t  

i s  of p r i m e  i m p o r t a n c e  to  us  a l l ,  and the  Off ice  of the  A s s i s t a n t  S e c r e -  

t a r y  of D e f e n s e  fo r  Supp ly  and L o g i s t i c s  i s  one of the  k e y  o f f i c e s  o r  k e y  

s e g m e n t s  of the  m i l i t a r y  and the  G o v e r n m e n t  w h i c h  dea l  w i th  b u s i n e s s .  

and with us. 

We at the College speak their language and they speak ours. We 

have a camaraderie as a word. We have a very close tie-in with that 

office. 

We have had in the past several speakers offered to us from there. 

They are going to furnish four for the Materiel Management Course, and 

you are already acquainted with the fact that Mr. Ray Clarke from that 

office has been over here to talk to you students. 

It is most appropriate now, when we are starting the Materiel Man- 

agement Course~ to have as our first guest speaker the gentleman who is 

really in charge of that office. The Honorable Mr. Perkins McGuire has 

been a speaker here before. This is his fifth trip to the College. 

We are most happy to have the Honorable Perkins McGuire, Assistant 

Secretary of Defense for Supply and Logistics. Mr. McGuire. 



MR. McGUIRE: G e n e r a l  H o u s e m a n ,  A d m i r a l  P a t r i c k ,  M e m b e r s  

and  S t u d e n t s  of the  C o l l e g ~  I m i g h t  add tha t ,  w h e n  G e n e r a l  H o u s e m a n  

r e m i n d e d  m e  tha t  I had  b e e n  h e r e  f ive  y e a r s  r u n n i n g ,  I a s k e d  h im w h e n  

I w a s  to  ge t  m y  h o n o r a r y  d e g r e e .  A p p a r e n t l y  I h a v e  not  q u a l i f i e d  f o r  

tha t ,  so  I m u s t  be  d e f i c i e n t  in m y  p e r f o r m a n c e ,  b e c a u s e  I f e e l  t ha t  t h i s  

i n s t i t u t i o n  is  one of the  m o s t  v a l u e d  e l e m e n t s  of o u r  l o g i s t i c s  s t r u c t u r e .  

I look  f o r w a r d  e a c h  y e a r  to  the  o p p o r t u n i t y  of m e e t i n g  wi th  you  and d i s -  

c u s s i n g  s o m e  of the  h i g h l i g h t s  of o u r  c u r r e n t  l o g i s t i c s  p r o g r a m .  T h i s  

e x p o s u r e ,  of c o u r s e ,  s h o u l d  be m u t u a l l y  he lp fu l .  

But  t h e s e  v i s i t s  e a c h  y e a r  a r e  h e l p f u l  to  m e  fo r  a n o t h e r  r e a s o n .  

E a c h  y e a r ,  w h e n  I p r e p a r e  to  a d d r e s s  t h i s  c l a s s ,  I f ind m y s e l f  go ing  

t h r o u g h  wha t  I c a l l  a l i t t l e  p r i v a t e  " a g o n i z i n g  r e a p p r a i s a l .  " S i n c e  m y  

s u b j e c t  is  a l w a y s  t he  s a m e ,  I b e g i n  by l o o k i n g  b a c k  o v e r  the  p a s t  y e a r  

to  s e e  wha t  I h a v e  r e a l l y  a c c o m p l i s h e d .  Once  in a w h i l e  t h i s  i n d u c e s  

wha t  m i g h t  be d e s c r i b e d  as  a m i l d  s t a t e  of s h o c k .  S o m e t i m e s  in t he  p a s t  

I have  found  tha t  a p r o b l e m  we w e r e  abou t  to  s o l v e  l a s t  y e a r  we a r e  s t i l l  

abou t  to s o l v e  th i s  y e a r .  I h a v e  a f ew of t h o s e  to d i s c u s s  wi th  you  l a t e r .  

No~.: i n f r e q u e n t l y  I f ind tha t  o u r  p r o g r e s s  f r o m  one y e a r  to  t he  nex t  is 

no t  wha t  I hoped  f o r  o r  e x p e c t e d .  

F o r t u n a t e l y ,  t h i s  y e a r - - a t  l e a s t  m y  s t a f f  t e l l s  m e  s o - - w h i l e  I am 

s t i l l  not  c o m p l e t e l y  s a t i s f i e d  wi th  o u r  a c c o m p l i s h m e n t s ,  I am e n c o u r a g e d  

to be 
by  the  k n o w l e d g e  t ha t  we  h a v e  m a d e  wha t  I c o n s i d e r ] i m p o r t a n t  d e c i s i o n s  

on s o m e  of t he  p r o b l e m s  tha t  h a v e  b e e n ,  f r a n k l y ,  u n s o l v e d  f o r  m u c h  too  
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l ong  a t i m e .  We have  m a d e  s o m e  d e f i n i t e  and p o s i t i v e  a d v a n c e s  in 

i m p o r t a n t  p r o g r a m s ,  and we haves I th ink ,  gone a long way t o w a r d  

h a r m o n i z i n g  the  l o g i s t i c a l  e f f o r t s  of the  t h r e e  d e p a r t m e n t s  in to  a c o o p e r -  

a t i ve  p r o g r a m  d i r e c t e d  t o w a r d  m u t u a l l y  a g r e e d - u p o n  o b j e c t i v e s .  

At t h i s  Co l l ege ,  w h e r e  b e n e f i t s  f r o m  the  k n o w l e d g e  and e x p e r i e n c e  

of f e l l ow  s t u d e n t s  and f acu l t y  a r e  e n c o u r a g e d  to be f r e e l y  e x c h a n g e d ,  

you  a r e  a f f o r d e d  a g r e a t  o p p o r t u n i t y  to  add b r e a d t h  to  y o u r  s c o p e  of 

u n d e r s t a n d i n g  of n a t i o n a l  po l i cy .  I hope  tha t  you wi l l  t a k e  th i s  o p p o r -  

t un i t y  to  d e v e l o p  o b j e c t i v i t y  in y o u r  c o n s i d e r a t i o n  of n a t i o n a l  d e f e n s e  

p r o b l e m  s.  

It i s  i m p o r t a n t ,  of c o u r s e ,  to d i s c a r d  p r e c o n c e i v e d  i d e a s  and to  

e x a m i n e  ou r  c o u n t r y ' s  f u t u r e  in  t e r m s  of the  b r o a d e s t  n a t i o n a l  i n t e r e s t s .  

We m u s t  d e v e l o p  o f f i c e r s  who wi l l  r e t u r n  to  t h e i r  s e r v i c e s  wi th  the  s a m e  

d e g r e e  of o b j e c t i v i t y  w h i c h  is  r e q u i r e d  of you h e r e  at t h i s  C o l l e g e  and who 

ca n  s e e k  s o l u t i o n s  to p r o b l e m s  w h i c h  wi l l  p e r m i t  us to get  the  g r e a t e s t  

d e f e n s e  fo r  ou r  d o l l a r s .  

O b j e c t i v i t y  is  r e q u i r e d  not  only  b e c a u s e  ou r  c o u n t r y ' s  s e c u r i t y  d e m a n d s  

it but  a l s o  b e c a u s e  it  i s  an  i m p o r t a n t  f a c t o r  in y o u r  i n d i v i d u a l  c a r e e r  

a d v a n c e m e n t .  ' 

As you know, P r e s i d e n t  E i s e n h o w e r  has  i n s t i t u t e d  a p e r s o n n e l  p r o -  

c e d u r e  fo r  t o p - r a n k i n g  o f f i c e r s  w h i c h  p r o v i d e s  tha t ,  b e f o r e  an o f f i c e r  is  

a d v a n c e d  beyond  the  t w o - s t a r  l eve l ,  he  m u s t  d e m o n s t r a t e ,  a m o n g  o t h e r  

q u a l i t i e s ,  the  c a p a c i t y  f o r  d e a l i n g  o b j e c t i v e l y  wi th  m a t t e r s  of the  b r o a d e s t  
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s i g n i f i c a n c e  to ou r  n a t i o n a l  s e c u r i t y .  

I t r u s t  tha t  e a c h  of you  wi l l  put t h i s  y e a r  at  the  C o l l e g e  to good 

use ,  and tha t  you wi l l  not  s e t  y o u r  f e e t  in to  c o n c r e t e  on p r e c o n c e i v e d  

i d e a s .  As P r e s i d e n t  E i s e n h o w e r  has  sa id ,  "We m u s t  f r e e  o u r s e l v e s  

of  e m o t i o n a l  a t t a c h m e n t s  to  s e r v i c e  s y s t e m s  of an e r a  tha t  is  no m o r e .  " 

N a t i o n a l  s e c u r i t y  is  no l o n g e r  the  e x c l u s i v e  c o n c e r n  of the  s t r a t e -  

g i s t  and the  t a c t i c i a n .  L o g i s t i c s  i m p l i c a t i o n s  a r e  now an i n t e g r a l  p a r t  

of t he  f o r m u l a t i o n  of m i l i t a r y  s t r a t e g y .  The  a r t ,  o r  s c i e n c e ,  of l o g i s -  

t i c s  m u s t  be  f u r t h e r e d  if we a r e  to  a t t a i n  the  d e g r e e  of m a t u r i t y  wh ich  

wi l l  p e r m i t  us to m a n a g e  ou r  r e s o u r c e s  m o s t  e f f e c t i v e l y .  

L o g i s t i c i a n s  have  a s p e c i a l  c h a l l e n g e  to  m e e t  t oday .  M o d e r n  w e a p o n s  

and e q u i p m e n t s  a r e  m o r e  c o m p l e x  and c o s t l y .  The  a v e r a g e  je t  e n g i n e  

t o d a y  c o s t s  m o r e  than  the  e n t i r e  p l ane  of a p r i o r  e r a .  M o d e r n  a r m e d  

f o r c e s  r e q u i r e  s p e c i a l  m o b i l i t y .  T o m o r r o w ,  ou r  j e t  t r a n s p o r t  m a y  be  

as  o b s o l e t e  as  H a n n i b a l ' s  l u m b e r i n g  e l e p h a n t s .  T i m e  and s p a c e  h a v e  

b e e n  c o m p r e s s e d .  No l o n g e r  do we m e a s u r e  the  r a n g e  of p r o j e c t i l e s  

in  y a r d s ,  l ike  the  a r t i l l e r y  m e n  of old,  o r  e v e n  in m i l e s .  Now i t ' s  in 

t h o u s a n d s  of m i l e s  ! 

The c h a n g e s  r e q u i r e d  to keep  a b r e a s t  of m o d e r n  s c i e n t i f i c  b r e a k -  

t h r o u g h s  a r e  f r e q u e n t l y  d r a s t i c  and c h a l l e n g i n g .  We had  m a n y  t h o u s a n d s  

of y e a r s  to d e v e l o p  the  l o g i s t i c s  of q u i v e r s  fo r  bows  and i m p r o v e d  f a b r i -  

c a t i o n  of a r r o w  s h a f t s  and a r r o w h e a d s .  

We had m a n y  h u n d r e d s  of y e a r s  to exp lo i t  the  l o g i s t i c s  of t he  
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p a c k a g i n g  and t r a n s p o r t i n g  of a m m u n i t i o n .  

We had a v e r y  few y e a r s  to  w o r k  on the  l o g i s t i c s  of a t o m i c  

and h y d r o g e n  w e a p o n s .  

We have  had e v e n  l e s s  t i m e  to  p r e p a r e  the  l o g i s t i c s  of t he  i n t e r -  

c o n t i n e n t a l  b a l l i s t i c  m i s s i l e .  

New w e a p o n  s y s t e m s ,  f a s t e r  m o d e s  of t r a n s p o r t a t i o n ,  i n s t a n t a n e o u s  

c o m m u n i c a t i o n s - - a l l  of t h e s e - - d e m a n d  new l o g i s t i c s  c o n c e p t s .  Our  

c h a l l e n g e  i s  to d e v e l o p  new i d e a s  fo r  the  c o n t r o l  and m a n a g e m e n t  of 

r e s o u r c e s  n e c e s s a r y  to s u p p o r t  ou r  n a t i o n a l  s e c u r i t y  p o s t u r e .  

T h i s  e n t a i l s  r e v i e w i n g  and d i s c a r d i n g  t r a d i t i o n a l  c o n c e p t s  w h e r e v e r  

n e c e s s a r y .  It e n t a i l s  the  s e a r c h  fo r  p r a c t i c a l  w a y s  of s t r e a m l i n i n g  
a 

o p e r a t i o n s  and c u t t i n g  c o s t s .  It r e q u i r e s  the  d e v e l o p m e n t  o f ] sound  

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

m a y  be c a l l e d  upon to f igh t  the  m o s t  v a r i e d  t y p e s  of w a r s .  

We m u s t  l e a r n  to avo id  c o s t l y  m i s t a k e s  w h i c h  d e p r i v e  us of r e s o u r c e s  

f o r  d e f e n s e  r e a d i n e s s .  And we m u s t  s t r i v e  to s t r e t c h  the  d o l l a r  to get  

m a x i m u m  d e f e n s e .  

R e m e m b e r  tha t  d e f e n s e  c o s t s  t o d a y  a r e  t r e m e n d o u s .  Our  m i l i t a r y  

e q u i p m e n t s  r e q u i r e  huge  o u t l a y s  of m o n e y - - h u g e  b e c a u s e  of the  g r o w i n g  

c o m p l e x i t y  of ou r  m o d e r n  e q u i p m e n t s .  

In p r o v i d i n g  f o r  u n i f i c a t i o n ,  the  C o n g r e s s  d i r e c t e d  the  S e c r e t a r y  of 

D e f e n s e  to pay  p a r t i c u l a r  a t t e n t i o n  to the  a r e a  of l o g i s t i c s  m a n a g e m e n t .  

A m o n g  o t h e r s ,  he was  r e q u i r e d  to c o o r d i n a t e  the  p r o c u r e m e n t ,  p r o d u c t i o n ,  
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and d i s t r i b u t i o n  p lans  of the  D e p a r t m e n t  of Defense  to d e t e r m i n e  r e l a -  

t ive  p r i o r i t i e s  of the v a r i o u s  s e g m e n t s  of the  m i l i t a r y  p r o c u r e m e n t  p ro -  

g r a m  s and to r e v i e w  m i l i t a r y  r e q u i r e m e n t s .  

How to do th i s  e f f e c t i v e l y  has  been a m a j o r  p rob lem in an o r g a n i z a -  

t ion  as  beg and as  c o m p l e x  as  the D e p a r t m e n t  of Defense .  Yet the  

A m e r i c a n  people  and the C o n g r e s s ,  f rom the v e r y  e a r l y  days  of un i f i ca -  

t ion,  have p e r s i s t e n t l y  e x p r e s s e d  i m p a t i e n c e  with the r a t e  of un i f ica t ion ,  

p a r t i c u l a r l y  in the l o g i s t i c s  f ie ld .  F r o m  publ ic  bodies ,  such  as  the Hoover  

C o m m i s s i o n ,  and t h rough  p r i v a t e  g roups ,  such  as  The Na t iona l  A s s o c i a t i o n  

of M a n u f a c t u r e r s ,  have  come p e r s i s t e n t  demands  for  m o r e  t ang ib le  ev i -  

dence  of un i f i ca t ion  in the a r e a  of l o g i s t i c s .  

It is  c l e a r l y  u n d e r s t a n d a b l e  to me  why the se  demands  have o c c u r r e d  

with i n c r e a s i n g  e m p h a s i s .  Our m i l i t a r y  supp ly  s y s t e m s  today  have  an 

i n v e n t o r y  value  of ove r  $47 bi t l ion,  not count ing  cap i t a l  equ ipment ,  such  

as  p l anes  and s h i p s .  Suppl ies  a r e  p rov ided  th rough  a p p r o x i m a t e l y  2700 

m i l i t a r y  i n s t a l l a t i o n s ,  depots ,  and f a c i l i t i e s ,  w o r l d - w i d e .  This  vas t  

c o m p l e x  ne twork  is  an obvious a r e a  in which to s e e k  g r e a t e r  e conomy  

and b e t t e r  i n t e g r a t i o n .  

C r i t i c i s m  has  led to demands  for  r a d i c a l  changes  in our p h i l o s o p h y ,  

our  me thods ,  and, m o s t  s t r o n g l y ,  in our s y s t e m .  No doubt the c r i t i c s  

ac t  in good fai th,  d r i v e n  by a genuine d e s i r e  to i m p r o v e ,  but u n f o r t u n a t e l y  

t h e i r  r e c o m m e n d a t i o n s  f r e q u e n t l y  fa i l  to r e c o g n i z e  the t r e m e n d o u s  p rob -  

l e m s  which  would be c r e a t e d  by i m p l e m e n t a t i o n  of m a n y  of the  broad ,  
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and o f t en  vague ,  r e c o m m e n d a t i o n s  t ha t  h a v e  b e e n  a d v a n c e d .  

The  c r i t i c i s m s  g e n e r a l l y  a l l e g e  t h a t  t h e r e  i s  u n n e c e s s a r y  d u p l i c a -  

t i on  of i n v e n t o r i e s ,  f a c i l i t i e s ,  and s e r v i c e s ;  t ha t  we do not  m a k e  the  b e s t  u s e  of 

o u r  a s s e t s ;  and t h a t  t h e r e  i s  c o m p e t i t i o n  a m o n g  the  A r m e d  F o r c e s  fo r  

the  r e s o u r c e s  of ou r  c o u n t r y  and an  u n h e a l t h y  i m p a c t  upon o u r  e c o n o m y .  

C o n g r e s s i o n a l  c o m m i t t e e s  con t i nue  to  look in to  e v e r y  p h a s e  of o u r  

o p e r a t i o n s .  I m p a t i e n t  w i th  the  r a t e  of u n i f i c a t i o n ,  l e g i s l a t i o n  i s  i n t r o -  

duced  r e g u l a r l y  to e s t a b l i s h  a f o u r t h  s e r v i c e  of supp ly ,  a c o n c e p t  n e v e r  

c l e a r l y  de f ined  and of ten  not  w e l l  t hough t  out, but  i t  n e v e r t h e l e s s  s e e m s  

to g e n e r a t e  p o p u l a r  a p p e a l .  

F r o m  one of the  p r o p o s a l s  fo r  a f o u r t h  s e r v i c e  a m e a s u r e  was  p a s s e d ,  

known as  the  O ' N i a h o n e y  A m e n d m e n t  to the  A p p r o p r i a t i o n s  Act  of 1953. 

T h i s  p e r m a n e n t  l e g i s l a t i o n  e x p r e s s e d  the  need  fo r  an  i n t e g r a t e d  s u p p l y  

s y s t e m  d i r e c t e d  to m e e t  the  r e q u i r e m e n t s  of t he  m i l i t a r y  d e p a r t m e n t s  

w i thou t  d u p l i c a t i o n  or  o v e r l a p p i n g  of o p e r a t i o n s  o r  f u n c t i o n s .  It d i r e c t e d  

t h a t  no funds  shou ld  be o b l i g a t e d  fo r  p r o c u r e m e n t ,  p r o d u c t i o n ,  w a r e h o u s i n g ,  

d i s t r i b u t i o n ,  o r  r e l a t e d  s u p p l y  m a n a g e m e n t  f u n c t i o n s ,  e x c e p t  in a c c o r d a n c e  

w i th  the  r e g u l a t i o n s  i s s u e d  b y  the  S e c r e t a r y  of D e f e n s e .  

A s u b s e q u e n t  p r o p o s a l  by  S e n a t o r  O 'NIahoney  would h a v e  d i r e c t e d  the  

P r e s i d e n t  to s u b m i t  r e c o m m e n d a t i o n s  to  the  C o n g r e s s  fo r  a c i v i l i a n - m a n n e d  

a g e n c y  r e s p o n s i b l e  f o r  s u p p l y  m a n a g e m e n t  of c o m m o n  i t e m s .  T h i s  fo l -  

lowed s o o n  a f t e r  a p r o p o s a l  by  the  s e c o n d  H o o v e r  C o m m i s s i o n  to c r e a t e  

a s e p a r a t e  c i v i l i a n - m a n a g e d  a g e n c y ,  r e p o r t i n g  to  the  S e c r e t a r y  of D e f e n s e ,  
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to  a d m i n i s t e r  c o m m o n  s u p p l y  and s e r v i c e  a c t i v i t i e s .  

As you know, P r e s i d e n t  E i s e n h o w e r ,  in  s t u d y i n g  the  n e e d  fo r  

r z o d e r n i z a t i o n  of t he  D e f e n s e  E s t a b l i s h m e n t ,  e s t a b l i s h e d  the  f o l l o w i n g  

o b j e c t i v e s  w h i c h  a r e  w o r t h  w h i l e  r e p e a t i n g :  

" F i r s t - - T h e  s a f e t y  and s o l v e n c y  of ou r  Na t ion  r e q u i r e  

p r o m p t  r e v i s i o n  of c e r t a i n  a s p e c t s  of the  D e f e n s e  E s t a b l i s h m e n t  to 

b r i n g  it in to  a c c o r d  wi th  the  n e c e s s i t i e s  of ou r  t i m e .  

" S e c o n d - -  O n r u s h i n g  t e c h n o l o g i c a l  a d v a n c e s  in w e a p o n s  and 

o t h e r  d e v i c e s  of w a r  d e m a n d  tha t  ou r  d e f e n s e  o r g a n i z a t i o n  have  a p o s t u r e  

r e a d y  to  r e a c t  u n e r r i n g l y  and i n s t a n t l y  to  s u d d e n  a t t a ck .  

" T h i r d - - T h e  u n p r e c e d e n t e d  c o s t s  of m a i n t a i n i n g  in p e a c e t i m e  

a m a s s i v e  d e f e n s e  e s t a b l i s h m e n t  d e m a n d  the  u t m o s t  e c o n o m y  and e f f i c i -  

e n c y  in a l l  of i t s  o p e r a t i o n s .  " 

The  P r e s i d e n t  s e t  as ou r  goal  the  a t t a i n m e n t  of m a x i m u m  s t r e n g t h  

at  m i n i m u m  c o s t .  The P r e s i d e n t ' s  r e o r g a n i z a t i o n  was  b a s e d  on the  

r e c o g n i t i o n  tha t  a m a s s i v e  d e f e n s e  e s t a b l i s h m e n t  d e m a n d s  the  u t m o s t  

e c o n o m y  and e f f i c i e n c y  in a l l  of i t s  o p e r a t i o n s ,  and tha t  " p e a c e f u l  p r e -  

p a r a t o r y  and o r g a n i z a t i o n a l  a c t i v i t y  m u s t  be  c o m p l e t e l y  u n i f i e d .  " He 

s t a t e d  tha t  in the  a r e a  of l o g i s t i c s  the  s o - c a l l e d  s e p a r a t e l y  a d m i n i s t e r e d  

c o n c e p t ,  as  w e l l  as  n e e d l e s s  c o n f u s i o n  o v e r  r o l e s  and m i s s i o n s ,  i m p e d e d  

t h e  a c c o m p l i s h m e n t  of i n c r e a s e d  e f f i c i e n c y  and e c o n o m y  in l o g i s t i c s  s u p p o r t .  

A f t e r  c o n s i d e r a b l e  deba t e ,  as  you know, on the  p r o p o s e d  r e o r g a n i z a -  

t ion  p lan  of the  P r e s i d e n t ,  t he  R e o r g a n i z a t i o n  Act  of 1958 was p a s s e d .  
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It s p e c i f i c a l l y  p r o v i d e s  tha t  "The  S e c r e t a r y  of D e f e n s e  s h a l l  t a k e  

a p p r o p r i a t e  s t e p s  ( i n c l u d i n g  the  t r a n s f e r ,  r e a s s i g n m e n t ,  abo l i t i on ,  

and  c o n s o l i d a t i o n  of f u n c t i o n s )  to p r o v i d e  in  the  D e p a r t m e n t  of D e f e n s e  

f o r  m o r e  e f f e c t i v e ,  e f f i c i e n t ,  and e c o n o m i c a l  a d m i n i s t r a t i o n  and o p e r -  

a t ion ,  and to eliminate duplication. " 

Furthermore, in the logistics field, the new legislation strengthened 

the authority of the Secretary of Defense, and provides that he may, 

whenever he deems it advantageous to the Government, assign to a 

s i n g l e  a g e n c y  o r  s u c h  o t h e r  o r g a n i z a t i o n a l  e n t i t i e s  as  he  d e e m s  a p p r o -  

p r i a t e  r e s p o n s i b i l i t y  f o r  c a r r y i n g  out any  s u p p l y  o r  s e r v i c e  a c t i v i t y  

c o m m o n  to  m o r e  than  one m i l i t a r y  d e p a r t m e n t .  

Now, why do I s t r e s s  t h e s e  d e v e l o p m e n t s  ? It i s  b e c a u s e  I want  to  

r e m i n d  you of the  c l i m a t e  in  wh ich  we l o g i s t i c i a n s  a r e  o p e r a t i n g ,  and 

the  r e q u i r e m e n t s  p l a c e d  upon us .  As pub l ic  s e r v a n t s - - a n d  I i n c l u d e  the  

m i l i t a r y  in  tha t  c a t e g o r y - - d e d i c a t e d  to  a s s u r i n g  m a x i m u m  n a t i o n a l  

s e c u r i t y ,  we m u s t  f ind the  a n s w e r s  to  the  l o g i s t i c s  p r o b l e m s  p o s e d  by 

the  r e q u i r e m e n t s  f o r  n a t i o n a l  s e c u r i t y .  

If we  do not f ind the  a n s w e r  to  p r o b l e m s  in  ou r  own f ie ld ,  we m a y  

be  g i v e n  the  a n s w e r  by C o n g r e s s .  It would  s e e m  to m e  tha t  t h i s  would  

be  a r e f l e c t i o n  on our  c a p a b i l i t i e s .  

We wi l l  a g r e e ,  I 'm  s u r e ,  tha t  u n i f i c a t i o n  r e q u i r e s  b r i n g i n g  the  A r m e d  

F o r c e s  in to  an i n t e g r a t e d  p a t t e r n  to p r o m o t e  g r e a t e r  m i l i t a r y  e f f i c i e n c y  

and e c o n o m y  of o p e r a t i o n s .  We know tha t  in  t h i s  m o d e r n  e r a  n a t i o n a l  
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security is a combined responsibility impinging upon all of the armed 

services. We cannot predict a single arrangement which will provide 

us with maximum national security. The best results can be obtained 

only if we make possible an integrated pattern of operation, 

lion which would permit us to face any probable eventuality. 

molding our rniHtary forces into a team which can strike in whatever 

combination may be required. 

To support such a team we must have properly coordinated logis- 

tics operations, and our logistics planning must be aimed at achieving 

a high standard of efficiency and economy across the board in the 

Department of Defense. 

The job of developing policy for our defense logistics systems rests 

with my office. This obviously cannot be accomplished unilaterally but 

requires the collaborative efforts of the military departments and the 

Joint Chiefs of Staff. 

Our supply and logistics organization consists of nine major 

directorates: 

Planning and Requirements 

Procurem ent 

Production 

Supply Management 

Tele corn m unic ations 

Transportation 

an opera- 

This entails 
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P e t r o l e u m  

M a i n t e n a n c e ,  and 

S m a l l  B u s i n e s s .  

We a r e  a p o l i c y - m a k i n g  o r g a n i z a t i o n .  We do not  get  in to  o p e r a t i o n s  

but  we a r e  c o n c e r n e d  wi th  f o r m u l a t i n g  p o l i c y  and i n s u r i n g  tha t  it is  p r o -  

p e r l y  i m p l e m e n t e d .  

How do we a r r i v e  at t h i s  p o l i c y ?  We do so  t h r o u g h  a c o o r d i n a t e d  

e f f o r t  wi th  the  m i l i t a r y  d e p a r t m e n t s ,  and we s e e k  a d v i c e  and a s s i s t a n c e  

in  i n d u s t r y  w h e r e v e r  p r a e t i c a l .  I m e e t  w e e k l y  wi th  the  m a t e r i e l  s e c r e -  

t a r i e s  of the  m i l i t a r y  d e p a r t m e n t s  in o r d e r  to c o n s i d e r  c o m m o n  p r o b l e m s  

and to c o n s u l t  wi th  t h e m  in the  f o r m u l a t i o n  of l o g i s t i c s  p o l i c i e s .  

In o r d e r  to c a r r y  out ou r  r e s p o n s i b i l i t i e s  and to  con f ine  o u r s e l v e s  

to  the  p o l i c y  l eve l ,  we t r y  to  r e s o l v e  d i f f e r e n c e s  as qu i ck ly  as poss ib le~  

u s i n g  a c o m m o n - s e n s e  a p p r o a c h .  A l l  of us have  a r e s p o n s i b i l i t y  f o r  

s e e i n g  to  i t  tha t  a c c u r a t e  i n f o r m a t i o n  is p r o v i d e d  to p e r m i t  us to m a k e  

sound  d e c i s i o n s .  N e i t h e r  t he  m i l i t a r y  s e r v i c e s  n o r  QSD can  a f fo rd  to 

s p e n d  n e e d l e s s  t i m e  s e a r c h i n g  out i n f o r m a t i o n  and e n g a g i n g  in long  d i s -  

c u s s i o n s  on m i n o r  d i f f e r e n c e s .  Al l  of us m u s t  a s s u m e  r e s p o n s i b i l i t y  

fo r  a v o i d i n g  th i s  type  of t h ing .  

E v e r y  o r g a n i z a t i o n  m u s t  s o l v e  i t s  d a y - t o - d a y  p r o b l e m s ,  and m y  

of f i ce  m u s t  do i t s  s h a r e  of f i g h t i n g  da i ly  f i r e s .  

F o r  the  p u r p o s e s  of d i s c u s s i o n  th i s  m o r n i n g ,  I would  l ike  to  i l l u s t r a t e  

four  v e r y  b r o a d  o b j e c t i v e s  w h i c h  we h a v e  s e t  fo r  o u r s e l v e s  in the  f i e ld  of 
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l o g i s t i c s  m a n a g e r n e n t :  

1. To a s s i s t  in the  i m p r o v e m e n t  p r a c t i c e s  wi th in  the m i l i t a r y  

supp ly  s y s b e m .  

2. To develop s e l e c t e d  p r o g r a m s  to i n s u r e  e f f e c t i v e n e s s  and 

economy .  

3. To i m p r o v e  the m o b i l i z a t i o n  p lann ing  and r e a d i n e s s  of the 

s e r v i c e s ,  inc lud ing  the p r o t e c t i o n  of f a c i l i t i e s  and m a t e r i a l s  

unde r  a t t ack  cond i t ions .  

4. To develop ways  and m e a n s  for  a c h i e v i n g  g r e a t e r  i n t e g r a t i o n  

among  the m i l i t a r y  supp ly  s y s t e m s .  

I would l ike to b r i e f l y  i l l u s t r a t e  each  of t h e s e  o b j e c t i v e s .  

In the a r e a  of i m p r o v i n g  m a n a g e m e n t  p r a c t i c e s ,  in bu i ld ing  a founda-  

t ion  for  g r e a t e r  e f f i c i ency ,  we have comple ted  the F e d e r a l  Ca ta log  S y s t e m .  
in 

This  g ives  us for  the  f i r s t  t i m e ] o u r  h i s t o r y  a c o m m o n  iden t i f i c a t i on  language  

fo r  a l l  of our  supp ly  s y s t e m s  wor ldwide :  

A s ing le  c l a s s i f i c a t i o n  

A s ing le  name  

A s ing le  d e s c r i p t i o n ,  and 

A s ing le  s tock  n u m b e r  fo r  each  of the 3~ 400, 000 d i f f e ren t  i t e m s .  

This  job has  been  comple t ed .  

In addi t ion,  about a y e a r  ago, we f in i shed  the job of c o n v e r t i n g  a l l  

of our  supp ly  r e c o r d s ,  ca ta logs ,  and s tock  l i s t s  to th i s  new s y s t e m  

wor ldwide .  
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We a r e  c u r r e n t l y  about  t w o - t h i r d s  t h r o u g h  c o d i n g  e a c h  of t h e s e  

i t e m s  to  show how e a c h  s e r v i c e  m a n a g e s  the  i t e m ;  tha t  is ,  w h e t h e r  it 

i s  s t a n d a r d  o r  n o n - s t a n d a r d ,  c e n t r a l l y  s t o c k e d ,  l o c a l l y  p r o c u r e d ,  b e i n g  

d i s c o n t i n u e d ,  and so  f o r t h .  About  27 d i f f e r e n t  m a n a g e m e n t  c o d e s  a r e  

b e i n g  app l i ed  to t h e s e  i t e m s  so  tha t  we wi l l  have  a c e n t r a l  r e c o r d  fo r  

t he  f i r s t  t i m e  of e a c h  i t e m ,  who m a n a g e s  it, and how t h e y  p r o p o s e  to 

m a n a g e  i t .  

I am s u r e  you a p p r e c i a t e  the  v a l u e  of s u c h  a m a n a g e m e n t  too l .  Th i s  

t a k e s  a f u r t h e r  s i g n i f i c a n c e  in tha t  the  NATO n a t i o n s  have  adop ted  th i s  

c a t a l o g  s y s t e m ,  and r e c e n t l y  s e v e r a l  of the  s t a t e  g o v e r n m e n t s  have  

done  l i k e w i s e .  

Now tha t  we know what  we have ,  ou r  s t a n d a r d i z a t i o n  p r o g r a m  b e c o m e s  

i n c r e a s i n g l y  i m p o r t a n t .  We a r e  c u r r e n t l y  s u b j e c t i n g  about  1-112 m i l l i o n  

of ou r  i t e m s  to a s h o r t - c u t  s t a n d a r d i z a t i o n  p r o g r a m  w h i c h  we c a l l  the  

a c c e l e r a t e d  i t e m  r e d u c t i o n  o r  "AIR"  p r o g r a m .  H e r e  we a r e  s i m p l i f y i n g  

a l l  t he  i t e m s  we can  t h r o u g h  c o m m o n - s e n s e  d e c i s i o n s ,  l e a v i n g  to  ou r  

l o n g - r a n g e  s t a n d a r d i z a t i o n  p r o g r a m  the  d e s i g n  and e n g i n e e r i n g  d e c i s i o n s  

w h i c h  can  f u r t h e r  r e d u c e  the  supp ly  s y s t e m  r a n g e  and i m p r o v e  p e r f o r m -  

a n c e  and qua l i t y .  

With the  a c c e l e r a t e d  i t e m  r e d u c t i o n  p r o g r a m  a p p r o x i m a t e l y  o n e -  

t h i r d  c o m p l e t e d ,  we have  a l r e a d y  e l i m i n a t e d  a p p r o x i m a t e l y  200, 000 

i t e m s  l i s t e d  in  the  c a t a l o g  s y s t e m .  About  80 p e r c e n t  of t h e s e  e l i m i n a -  

t i o n s  w e r e  c a t a l o g  r e d u c t i o n .  In o t h e r  w o r d s ,  we had t h e m  in the  c a t a l o g  
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s y s t e m  as a l i s t i ng ,  but  we a c t u a l l y  w e r e  not  c a r r y i n g  t h e m  in s t o c k .  

About  20 p e r c e n t  a c t u a l l y  a f fec t  i n v e n t o r y .  

In one a r e a  of 14, 000 h o u s e k e e p i n g  i t e m s ,  we w e r e  ab le  to r e d u c e  

68 p e r c e n t  of the  i t e m s .  Th i s  p r o g r a m  is  s c h e d u l e d  f o r  c o m p l e t i o n  in  

D e c e m b e r  1961. 

A s i d e  f r o m  the  f ac t  tha t  we a r e  r e a l l y  p u r g i n g  our  s y s t e m  on th i s  

b a s i s ,  we e s t i m a t e  tha t  to  c a r r y  an i t e m  in the  m i l i t a r y  s y s t e m  c o s t s  

a t h o u s a n d  d o l l a r s  p e r  i t e m .  I am t a l k i n g  now about  the  b o o k k e e p i n g  

and the  r e p o r t i n g  p r o c e d u r e s  on i t .  

In ou r  qua l i t y  c o n t r o l  p r o g r a m  we h a v e  e s t a b l i s h e d  p o l i c i e s  and 

p r o c e d u r e s  w h i c h  a r e  d e s i g n e d  to  i n s u r e  u n i f o r m  p r a c t i c e s  in d e t e r -  

m i n i n g  the  a c c e p t a b i l i t y  of s u p p l i e s  and e q u i p m e n t .  A l l  of  t h e s e  a c c e n t  

t he  s a l i e n t  i m p o r t a n c e  of p r e v e n t i o n  of d e f e c t i v e n e s s .  

E v e r y o n e  who r e a d s  the  n e w s p a p e r s  is  a w a r e  of the  t r e m e n d o u s  

p r o b l e m  we f ace  in d e v e l o p i n g  and b u i l d i n g  e q u i p m e n t ,  p a r t i c u l a r l y  

m i s s i l e s  and a i r c r a f t  tha t  s a t i s f y  the  r e l i a b i l i t y  n e e d s  of t he  A r m y ,  

Navy,  and A i r  F o r c e .  E a c h  of the  p a r t s  tha t  c o l l e c t i v e l y  m a k e  up 

m i s s i l e s  m u s t  be  p r a c t i c a l l y  p e r f e c t  i f  a m i s s i l e  is  to o p e r a t e  s a t i s f a c -  

t o r i l y .  Th i s  c o n s i d e r a t i o n  has  at l e a s t  one f a r - r e a c h i n g  i m p l i c a t i o n ,  

n a m e l y ,  tha t  m a s s - p r o d u c t i o n  t e c h n i q u e s  a r e  f r e q u e n t l y  not  s a t i s f a c t o r y  

f o r  t he  f a b r i c a t i o n  of c r i t i c a l  m i s s i l e  c o m p o n e n t s .  

P a i n s t a k i n g  a t t e n t i o n  to d e t a i l  is  the  f i r s t  p r e r e q u i s i t e  f o r  a s u c -  

c e s s f u l  m i s s i l e - p r o d u c t i o n  p r o g r a m .  A c c o r d i n g l y ,  the  p r e s e n t  ba t t l e  
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for weapon superiority is being fought by a comparatively small army 

of specialists--scientists and craftsmen. In this arena of competition 

we have no reason to be complacent or to assume superiority. From the 

logistics point of view, our basic approach to assuring reliability is 

to accent contractors' responsibility for maintaining an overall quality 

control system. 

This year the Department of Defense published a specification 

defining the essential elements of such a quality control system. This 

specification has been adopted and is being implemented uniformly by 

all the services involved. Those of you who are acquainted with quality 

control will recognize this as a major advancement in interservice 

cooperation. 

It has taken several years to arrive at a common interdepartmental 

understanding in quality control, not only among the services but also 

between the services and industry. 

Incidentally, it might be well to mention here that, while there are 

numerous and honest differences among the services, there are no fewer 

and no less, I believe, extensive differences among various areas of 

industry. Frequently the problem of OSD is the two-barreled one of 

bringing together the military departments and simultaneously reconcil- 

ing differences among various industrial groups. 

We have a concentrated effort under way to improve and extend the 

employment of logistics research. This activity has three fundamental 
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o b j e c t i v e s :  

F i r s t ,  to i n s u r e  tha t  l o g i s t i c s  r e s e a r c h  is  be ing  conducted in 

p ro f i t ab l e  f i e lds  and tha t  t h e r e  i s  a m i n i m u m  of o v e r l a p  be tween  

l o g i s t i c s  r e s e a r c h  p r o j e c t s .  

Second, to cause  the wides t  p o s s i b l e  d i s s e m i n a t i o n  and i n t e r c h a n g e  

of l o g i s t i c s  r e s e a r c h  a c t i v i t i e s  under t aken ;  and, 

F i n a l l y ,  to a s s u r e  tha t  the r e s u l t s  of p ro f i t ab l e  r e s e a r c h  a r e  

app l ied  to our  l o g i s t i c s  s y s t e m  in an i n t e l l i g e n t  and e f fec t ive  m a n n e r .  

Mr .  B r o d s k y  wi l l  be s p e a k i n g  to you r e g a r d i n g  th i s  p r o g r a m  next  

month .  

In the a r e a  of our second  o b j e c t i v e - - t o  develop  s e l e c t e d  p r o g r a m s  

to i n s u r e  e f f e c t i v e n e s s  and e c o n o m y - - w e  have  a l so  t aken  what I be l i eve  

to be c o n s i d e r a b l e  ac t ion .  

As an example ,  one of our  p r o g r a m s  is  d i r e c t e d  to the r e v i e w  of 

t e r m i n a l  f a c i l i t i e s .  Jo in t  work ing  groups ,  composed  of OSD, A r m y ,  

and Navy r e p r e s e n t a t i v e s ,  have s tud ied  s e v e r a l  of t h e s e  f a c i l i t i e s .  

Based  on group f indings ,  one t e r m i n a l  f a c i l i t y  in the New York  H a r b o r  

a r e a  has  been  d e c l a r e d  s u r p l u s .  In San F r a n c i s c o ,  s e p a r a t e  A r m y / N a v y  

r e f r i g e r a t e d  t e r m i n a l  o p e r a t i o n s  have been  conso l ida t ed  at the A r m y  

T e r m i n a l .  F u r t h e r ,  t e r m i n a l s  in Hawai i  a r e  a l so  unde r  s tudy.  

Ano the r  p ro j ec t  r e l a t e d  to th i s  b road  ob jec t ive  c o n c e r n s  the e s t a b -  

l i s h m e n t  of a c o m p r e h e n s i v e  se t  of c o n t r a c t  cos t  p r i n c i p l e s  fo r  use  by 

c o n t r a c t i n g  o f f i c e r s  th roughout  the D e p a r t m e n t  of Defense  when the 
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c o n s i d e r a t i o n  of c o s t  is  n e c e s s a r y  to e s t a b l i s h  f a i r  and r e a s o n a b l e  p r i c e s .  

We have  b e e n  w o r k i n g  on th i s  i m p o r t a n t  p r o j e c t  f o r  s o m e  t i m e .  

As a m a t t e r  of fact ,  t h e y  h a v e  b e e n  w o r k i n g  on t h i s  fo r  about  f ive  y e a r s ,  

w h i c h  is  m o r e  than  s o m e  t i m e .  The  new c o s t  p r i n c i p l e s  w e r e  f i na l l y  

p u b l i s h e d  l a s t  m o n t h  in  a r e v i s i o n  of 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  

R e g u l a t i o n s .  I p r e s u m e  tha t  s o m e  of y o u r  i n d u s t r y  s p e a k e r s  m a y  have  

a good d e a l  to  s a y  to  you about  t h i s  s u b j e c t .  

The  d e v e l o p m e n t  of t h i s  new r e g u l a t i o n  has  b e e n  the  m o s t  d i f f i cu l t  

p r o b l e m  w h i c h  we have  f a c e d  in  the  p r o c u r e m e n t  f i e ld .  The  o b t a i n i n g  

of a g r e e m e n t  wi th in  the  D e p a r t m e n t  of D e f e n s e  took  s o m e  t i m e  b e c a u s e  

of the  s t r o n g l y  he ld  v i e w s  of the  m a n y  p a r t i e s .  S e v e r a l  c o m m i t t e e s  of  

t he  C o n g r e s s ,  as  w e l l  as  t he  G e n e r a l  A c c o u n t i n g  Off ice ,  h a v e  e v i d e n c e d  

c o n t i n u i n g  i n t e r e s t  in  th i s  p r o j e c t ,  and t h e i r  v i e w s  n e c e s s a r i l y  w e r e  

c o n s i d e r e d .  

In v i e w  of the  p r a c t i c a l  e f f ec t  of th i s  p a r t i c u l a r  r e g u l a t i o n  on A m e r i c a n  

i n d u s t r y ,  we have  had e x t e n s i v e  d i s c u s s i o n s  wi th  i n d u s t r y  on th i s  s u b j e c t .  

In fac t ,  I t h ink  we l e a n e d  o v e r  b a c k w a r d s  a g a i n  and a g a i n  to  l i s t e n  to and 

to  e v a l u a t e  the  v i e w s  of i n d u s t r y .  

G e n e r a l l y  s p e a k i n g ,  i n d u s t r y  a r g u e d  fo r  the  a l l o w a n c e  of a l l  n o r m a l  

c o s t s  of do ing  b u s i n e s s ,  and t h e y  s p e c i f i c a l l y  o b j e c t e d  to  the  l i s t i n g  of 

any  c o s t  e l e m e n t  as b e i n g  u n a l l o w a b l e  p e r  s e .  

We, of c o u r s e ,  f e l t  tha t  a n u m b e r  of c o s t s  shou ld  not  be  c h a r g e a b l e  

to  g o v e r n m e n t  c o n t r a c t s ,  f o r  r e a s o n s  of pub l ic  po l icy ,  o r  b e c a u s e  any 
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s u c h  a l l o w a n c e  would  lead  to  obv ious  a b u s e s .  F o r  e x a m p l e ,  we did not  

f e e l  tha t  c o s t s  of e n t e r t a i n m e n t ,  c o n t r i b u t i o n s  o r  d o n a t i o n s ,  i n t e r e s t ,  

and p r o d u c t  o r  i n s t i t u t i o n a l  a d v e r t i s i n g  shou ld  be a l l o w e d .  One of t h e s e  

s u b j e c t s  has  b e e n  qu i t e  p r o m i n e n t  in the  p a p e r s  r e c e n t l y .  

The  new  r e g u l a t i o n  p r o v i d e s  a s i n g l e  c o m p r e h e n s i v e  s e t  of c o s t  

p r i n c i p l e s  w h i c h  wi l l  g ive  m o r e  d e t a i l e d  and p r e c i s e  p o l i c y  g u i d a n c e  

in t r e a t i n g  c o s t  e l e m e n t s .  T h e y  app ly  to  a l l  t y p e s  of c o n t r a c t i n g  o r  

c o n t r a c t - s e t t l e m  en t  s i t u a t i o n s .  

The  new f e a t u r e  of the  r e g u l a t i o n  is  i ts  u s e  in  c o n n e c t i o n  wi th  

n e g o t i a t e d  f i x e d - p r i c e  t ype  c o n t r a c t s .  Whi le  cos t  i n f o r m a t i o n  has  a l w a y s  

b e e n  c o n s i d e r e d  w h e n  a p p r o p r i a t e  in the  f i e ld  of p r i c i n g  of t h e s e  c o n t r a c t s ,  

no u n i f o r m  g round  r u l e s  h a v e  b e e n  in u s e  t h r o u g h o u t  the  D e p a r t m e n t  of 

D e f e n s e .  

The  new  r u l e s  w i l l  p r o v i d e  c o m m o n  g u i d e l i n e s  fo r  bo th  g o v e r n m e n t  

and i n d u s t r y  and w i l l  f a c i l i t a t e  the  s e l e c t i o n  of the  p r o p e r  type  of c o n -  

t r a c t  f o r  s p e c i f i c  s i t u a t i o n s ,  s i n c e  c o s t s  wi l l  be  t r e a t e d  s i m i l a r l y  fo r  

a l l  t y p e s  of  c o n t r a c t s .  

Our  f r i e n d s  in i n d u s t r y  h a v e  b e e n  v e r y  c o n c e r n e d  about  the  a p p l i c a t i o n  

of c o s t  p r i n c i p l e s  in the  s o - c a l l e d  f i x e d - p r i c e  a r e a .  

I s h o u l d  poin t  out h e r e  that ,  w h e n  we u s e  the  t e r m  " f ixed  p r i c e ,  " 

we i n c l u d e  c o n t r a c t s  w h i c h  h a v e  f l e x i b l e  p r i c i n g  f e a t u r e s ,  s u c h  as  

i n c e n t i v e  and r e d e t e r m i n a b l e  c o n t r a c t s .  

Our  f r i e n d s  in i n d u s t r y  a r e  a f r a i d  tha t  the  use  of c o s t  p r i n c i p l e s  in 
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this area will lead to pricing by formula. By this I mean the resolution 

of each item of cost by unilateral accounting decisions in such a way that 

hard, overall bargaining would be eliminated. 

We intend to watch the use of these new cost principles closely to 

prevent, as best we can, the result which industry has predicted. 

However, I'd like to point out to you that, in dealing with the Government 

and in the size of some of the contracts which industry is handling, these 

people are in fact agents of the Government, and it seems to me that this 

can't be a game of hide-and-seek or let-the-buyer-beware business. 

I think industry has a responsibility and I think they recognize it, but far 

to o often we find indications that somebody in their organization did not. 

They must put their cards on the table if they are to protect themselves 

and p r o t e c t  t he  i n t e g r i t y  of ou r  p r o c u r e m e n t  o p e r a t i o n s  and in  t u r n  p r o -  

t e c t  the  p i c t u r e  in  the  publ ic  m i n d  of how the  D e p a r t m e n t  of D e f e n s e  is  

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

One a r e a  in t h e s e  c o s t  p r i n c i p l e s  tha t  was  the  m o s t  d i f f i cu l t  to d e v e l o p  

and s e t t l e  was  the  a r e a  of t he  l i a b i l i t y  of c o s t s  in r e s e a r c h .  This  a p p l i e s  

not  on ly  to i n d e p e n d e n t  r e s e a r c h  but  to d e v e l o p m e n t  c o s t s .  H e r e  we had 

the  p r o b l e m  of p r o v i d i n g  a s t i m u l u s  fo r  c o n t r a c t o r  r e s e a r c h  wh i l e  at 

t he  s a m e  t i m e  p r e v e n t i n g  a f l o o d - t i d e  of n e e d l e s s  and d u p l i c a t i n g  r e s e a r c h  

c o s t s .  The  r e a l  p r o b l e m  is  wi th  the  l a r g e  d e f e n s e  c o n t r a c t o r s  w h o s e  

b u s i n e s s  is  p r e d o m i n a n t l y  wi th  the  D e p a r t m e n t  of D e f e n s e .  In e f f ec t  

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

19 



We r e s o l v e d  t h i s  p r o b l e m  by m a k i n g  a c o n t r a c t o r ' s  i n d e p e n d e n t  

r e s e a r c h  an a l l o w a b l e  i t e m  of c o s t .  H o w e v e r ,  to p r e v e n t  a b u s e s ,  we 

a r e  in the  p r o c e s s  of e s t a b l i s h i n g  a c o o r d i n a t e d  p r o g r a m  a m o n g s t  the  

m i l i t a r y  d e p a r t m e n t s  to s p e c i f i c a l l y  r e v i e w ,  and at t i m e s  r e s t r i c t ~  

s o m e  of t h i s  type  of c o s t  w h e n  it a p p e a r s  to  us to  be g e t t i n g  out of hand .  

Whi le  it i s  too  e a r l y  to  fu l ly  p r e d i c t  the  i m p a c t  of t h i s  new r e g u l a -  

t ion ,  the  i n i t i a l  r e a c t i o n  has  b e e n  f a v o r a b l e .  

I m i g h t  s a y  in r e s p e c t  to  t h i s  r e s e a r c h  p r o b l e m  tha t  m y  f e e l i n g  was  

tha t  the  b e s t  buy fo r  ou r  G o v e r n m e n t  was  tha t  if  a c o n t r a c t o r  was  w i l l i n g  

to  put 50 c e n t s  of h i s  m o n e y  in to  a p r o j e c t  we ought  to be w i l l i n g  to g a m b l e  

the  s a m e  th ing ,  and tha t  he  had a b e t t e r  k n o w l e d g e  of h i s  r e s e a r c h  c a p a -  

b i l i t i e s  t h a n  s o m e t i m e s  we had .  

I p r e d i c t  tha t  i n d u s t r y  w i l l  c o m e  to a c c e p t  t he  new  r e g u l a t i o n ,  

a l t h o u g h  I doubt  tha t  t h e y  wi l l  e v e r  s top  h a m m e r i n g  away  in an e f f o r t  

to  m a k e  s p e c i f i c  c h a n g e s  wh ich  would  be m o r e  to t h e i r  l ik ing .  

The  d e v e l o p m e n t  of p r o g r a m s  s u c h  as  t h e s e ,  to a s s u r e  e f f e c t i v e n e s s  

and  e c o n o m y ,  i n d i c a t e s  the  n e c e s s i t y  fo r  fu l ly  c o o r d i n a t e d  a c t i o n  by 

bo th  p o l i c y - m a k e r s  and t h o s e  a f f e c t e d  by t he  i m p l e m e n t a t i o n  of t h e s e  

p o l i c i e s .  

A t h i r d  o b j e c t i v e  is  d e v o t e d  to  e f f o r t s  to i m p r o v e  the  m o b i l i z a t i o n  

p l a n n i n g  and r e a d i n e s s  of the  s e r v i c e s ,  i n c l u d i n g  the  p r o t e c t i o n  of f a c i l -  

i t i e s  and m a t e r i a l s  u n d e r  a t t a c k  c o n d i t i o n s .  

Mr .  C l a r k e  of m y  s t a f f  a d d r e s s e d  h i m s e l f  to  a n u m b e r  of  the  f a c e t s  
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of ou r  a c t i v i t i e s  w h i c h  r e l a t e  to  t h i s  o b j e c t i v e .  I know he s p o k e  of 

t he  t r a n s l a t i o n  of n a t i o n a l  p o l i c y  in to  s t r a t e g i c  and l o g i s t i c s  p l ans  

and g u i d a n c e  and the  e f f e c t  of c h a n g e s  in  c o n c e p t s  and t h e i r  b e a r i n g  

on o u r  l o g i s t i c s  p lans ,  and i n d i c a t e d  ou r  a c t i v i t i e s  in the  r e f i n e m e n t  

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

c o n c e p t s .  

We a r e  now e n g a g e d  in  an e x a m i n a t i o n  of w o r l d w i d e  m o b i l i z a t i o n  

and w a r t i m e  r e q u i r e m e n t s  f o r  m o v e m e n t  by o c e a n  c a r r i e r s .  T h e s e  da ta  

w i l l  be u s e d  as a b a s i s  f o r  p o l i c y  d e c i s i o n s  r e l a t i v e  to ou r  s h i p p i n g  s i t u a -  

t i on .  

The problem of industrial production planning is receiving the closest 

scrutiny. 

Changing strategic concepts have resulted in a revision of our old 

production-allocation planning program into a new industrial-readiness 

planning program. 

A Department of Defense directive establishes policy with respect 

to production planning with industry. It specifies the conditions under 

which the military departments are required to plan with industry for 

emergency production; establishes the objective of such planning; 

requires that consideration be given to conditions of a general war and 

conflict short of a general war; and defines the scope and the limits of 

planning with industry. 

This directive implements tha t  po l i cy  by e s t a b l i s h i n g  new i n d u s t r i a l  
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r e a d i n e s s  s y s t e m s  for  p lanning  e m e r g e n c y  m i l i t a r y  p roduc t ion  and 

p r o c u r e m e n t ,  by c a n c e l i n g  obso le te  p r o c e d u r e s ,  and by e s t a b l i s h i n g  

a m e c h a n i s m  whereby  such p lann ing  wi l l  be a c c o m p l i s h e d  on a fu l ly  

c o o r d i n a t e d  b a s i s .  

Our v i t a l  i n d u s t r y  mus t  be p ro t ec t ed  aga ins t  sabo tage ,  esp ionage ,  

and s u b v e r s i o n .  We m u s t  a l so  plan to p r even t  or  m i n i m i z e  damage  

r e s u l t i n g  f rom e n e m y  at tack,  i n d u s t r i a l  h a z a r d s ,  and n a t u r a l  d i s a s t e r s .  

We ca l l  th i s  our  i n d u s t r i a l  de fense  p r o g r a m .  

A b a s i c  tene t  of the  p r o g r a m  r e c o g n i z e s  that  m a n a g e m e n t  of i n d u s t r y  

is p r i m a r i l y  r e s p o n s i b l e  fo r  the p r o t e c t i o n  of i ts  p lant .  Indus t ry  p a r -  

t i c i pa t i on  is whol ly  vo lun t a ry .  The re  is no defense  money  ava i l ab l e  

to d e f r a y  the cos t  i n c u r r e d  by accep t ance  of s e c u r i t y  r e c o m m e n d a t i o n s .  

The i n d u s t r i a l  de fense  p r o g r a m  has  been  o p e r a t i n g  s u c c e s s f u l l y  for  

the  pas t  nine y e a r s ,  and, in gene ra l ,  the ev idence  of i m p r o v e m e n t  in the 

p h y s i c a l  s e c u r i t y  of key f a c i l i t i e s  has  been  encou rag ing .  T h e r e  has  been  

a g rowing  a w a r e n e s s  of a need for  s p e c i a l  s t a n d a r d s  app l i cab le  to spe c i -  

f ic  types  of i n d u s t r y .  T h e r e f o r e ,  in o r d e r  to m e e t  th is  need, spec i f i c  

s t a n d a r d s  have been  developed fo r  the c o m m u n i c a t i o n  s e r v i c e  i n d u s t r y .  

You wi l l  be i n t e r e s t e d  to know that  it  is  t h rough  th is  p r o g r a m - - a n d  

I m u s t  confes s  with the help  of a v e r y  wi l l ing  a s s o c i a t e ,  the Te lephone  

C o m p a n y - - t h a t  m o s t  of the bypass  c i r c u i t i n g  has been  done a round  c i t i e s .  

More  s p e c i a l  s t a n d a r d s  wi l l  be developed or  a r e  in p r o g r e s s  fo r  

e l e c t r i c  power  and o the r  s e l ec t ed  i n d u s t r i e s .  These  deve lopmen t s  
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represent an advancement in the state of the art. They also reflect 

current strategic planning concepts. 

Before turning to our fourth objective, of achieving greater integration 

amongst military systems, let me first review some of our accomplish- 

ments against this objective achieved during the last year. 

Early this year a definitive evaluation of the economy and effective- 

ness of commodity single-manager operations, and an examination of 

the mobilization readiness and wartime capability of commodity single 

managers, was completed by DOD. The Joint Staff of the JCS and the 

military departments participated in this project under the chairman- 

ship of our office. 

The evaluation demonstrated that significant economies have been 

achieved under the commodity single-manager system. It was concluded 

that the commodity single-manager system is an economical one. It 

provides effective supply support. It has obtained a high degree of cus- 

tomer satisfaction and approval, and is workable and responsive in terms 

of readiness and wartime capabilities. 

The facts and figures derived through this evaluation have provided 

much needed evidence and documentation of the advantages and disadvantages 

in the commodity single-manager system. The concept now has stature. 

We feel that this is a valuable concept which can be used advantageously 

in other commodity areas. We also know its shortcomings and we are 

pressing for their correction. 
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The A r m e d  S e r v i c e s  Supply  Suppor t  C e n t e r  r e c e n t l y  c o m p l e t e d  and 

p r e s e n t e d  i t s  " R e p o r t  on M a n a g e m e n t  of G e n e r a l  S u p p l i e s "  to  the  

m a t e r i e l  s e c r e t a r i e s  and to m y  o f f i ce .  A~s a r e s u l t  of t h i s ,  two a d d i t i o n a l  

s i n g l e  m a n a g e r s h i p s  w h i c h  w e r e  r e c o m m e n d e d  in t h i s  r e p o r t  have  b e e n  

e s t a b l i s h e d :  

T h e  S e c r e t a r y  of the  A r m y  as  s i n g l e  m a n a g e r  f o r  m i l i t a r y  

g e n e r a l  s u p p l i e s .  

The  S e c r e t a r y  of the  Navy  as  s i n g l e  m a n a g e r  fo r  m i l i t a r y  

i n d u s t r i a l  s u p p l i e s .  

T h e s e  new s i n g l e  m a n a g e r  a s s i g n m e n t s  w e r e  a p p r o v e d  by  the  

S e c r e t a r y  of D e f e n s e  on 6 N o v e m b e r .  F u r t h e r  e x t e n s i o n  of t h i s  c o n c e p t  

i s  b e i n g  c o n s i d e r e d  f o r  a d d i t i o n a l  p r o m i s i n g  c o m m o d i t i e s .  C o l o n e l  

C a s e  of m y  s t a f f  w i l l  d i s c u s s  t h e s e  wi th  you .  

I m i g h t  add t h a t  the  p r e v i o u s  s i n g l e  m a n a g e r s  t ha t  we had c o v e r e d  

abou t  70, 000 i t e m s ,  and t h e s e  two in t h e m s e l v e s  c o v e r  o v e r  a h a l f -  

m i l l i o n  i t e m s .  So t h e y  r o u g h l y  r e p r e s e n t  abou t  o n e - s i x t h  of ou r  e n t i r e  

s u p p l y  s y s t e m .  I m i g h t  f u r t h e r  a d d - - a n d  I am v e r y  h a p p y  to have  t h i s  

known and wan t  i t  k n o w n - - t h a t  the  s e r v i c e s  a s k e d  tha t  t h i s  be done .  

T h i s  i s  not  s o m e t h i n g  t ha t  was  pushed  down t h e i r  t h r o a t s .  

I t h i n k  t ha t  we h a v e  m a d e  s o m e  i m p o r t a n t  s t r i d e s  in  f a c i n g  up to  

t he  c o n t e n t s  of o u r  i n v e n t o r i e s .  The  s i z e  of o u r  s u r p l u s  d i s p o s a l  p r o g r a m  

i s  a good i n d i c a t o r  of t h i s  a c c o m p l i s h m e n t .  

L a s t  y e a r  we d i s p o s e d  of $8 b i l l i o n  w o r t h  of s u r p l u s  m a t e r i a l  a t  
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a c q u i s i t i o n  c o s t .  We look  f o r w a r d  to a l e v e l  in the  nex t  f ew y e a r s  of 

$10 b i l l i o n  and p r o b a b l y ,  s h o r t l y  a f t e r  tha t ,  a l e v e l  of $12 b i l l i o n  w o r t h  

of d i s p o s a l  e a c h  y e a r .  

T h i s  s p e e d e d - u p  p r o g r a m  r u n s  in b ig  n u m b e r s ,  not  b e c a u s e  we h a v e  

b e e n  i n e f f i c i e n t  in t he  p a s t  bu t  m o r e  b e c a u s e :  

1. We h a v e  t i g h t e n e d  up on o u r  r e q u i r e m e n t s  c a l c u l a t i o n s ;  

2. The  w a y s  in  w h i c h  we would  f ight  f u t u r e  w a r s  a r e  not  n e c e s s a r i l y  

t he  W o r l d  W a r  IT w a y s ;  and  

3. T h e r e  is  a b e t t e r  k n o w l e d g e  of wha t  we  h a v e  in o u r  i n v e n t o r i e s .  

With a b e t t e r  k n o w l e d g e  of wha t  we h a v e  in  o u r  s y s t e m ,  a l o n g  wi th  

i m p r o v e m e n t  in o u r  p r o c e d u r e s ,  we  h a v e  b e e n  ab le  to s t e p  up t h e  u s e  of 

c o m m o n  a s s e t s  by  a l l  the  s e r v i c e s .  Th i s  r e s u l t e d  f r o m  b e t t e r  and m o r e  

e f f e c t i v e  s c r e e n i n g  of i t e m s ,  w h e r e  one s e r v i c e  had a s u r p l u s  and a n o t h e r  

had  a r e q u i r e m e n t .  L s t  y e a r  t h i s  a m o u n t e d  to o v e r  $700 m i l l i o n  of m a t e r -  

i a l  t ha t  w a s  i n t e r c h a n g e d - - o r ,  pu t t i ng  it a n o t h e r  way ,  $700 m i l l i o n  of 

t h i n g s  we d i d n ' t  h a v e  to  buy .  

As one  m e a s u r e  of s u c c e s s  d u r i n g  f i s c a l  y e a r  1958 and  f i s c a l  y e a r  

1959, o u r  i n v e n t o r y  in s t o r a g e  d r o p p e d  $ 7 . 6  b i l l i o n .  T h i s  d i d n ' t  h a p p e n  

by  a c c i d e n t .  It r e p r e s e n t s  t a n g i b l e  r e s u l t s  of s o m e  of the  a c t i o n s  we 

h a v e  b e e n  t a k i n g  to c l e a n  up o u r  i n v e n t o r i e s .  

S o m e  t i m e  ago a p o l i c y  w a s  i s s u e d  w h i c h  e s t a b l i s h e d  e c o n o m i c  

o r d e r  and  p r o b a b i l i t y  p r i n c i p l e s  f o r  a p p l i c a t i o n  in t he  c o m p u t a t i o n  of 

p e a c e t i m e  o p e r a t i n g  and s a f e t y  l e v e l s  of s u p p l i e s .  The  e f f e c t  of t h i s  



pol icy ,  w h e n  fu l ly  i m p l e m e n t e d  in July ,  1960, w i l l  m a k e  u n i f o r m  the  

c o m p u t a t i o n  of m i l i t a r y  s e r v i c e  m a t e r i e l  s t o c k a g e  o b j e c t i v e s  f o r  t h o s e  

i t e m s  c o v e r e d  by the  po l i cy .  

In J a n u a r y  of t h i s  y e a r  a p o l i c y  was  i s s u e d  w h i c h  m a k e s  a l l  w h o l e -  

s a l e  i n v e n t o r i e s  above  a u n i f o r m  r e t e n t i o n  l e v e l  a v a i l a b l e  to  m e e t  a l l  

va l i d  r e q u i r e m e n t s  of the  DOD wi thou t  c h a r g e .  In o t h e r  w o r d s ,  the  

A r m y ,  if  i t  has  an o v e r a g e ,  can  g ive  to the  Navy, if  it has  the  n e e d ,  

t h i s  type  of m a t e r i a l  at  no c o s t .  In so  doing,  t h i s  p o l i c y  p r o v i d e s  fo r  

a m a n d a t o r y  i n t e r c h a n g e  of m a t e r i e l  a s s e t s  b e t w e e n  i n v e n t o r y  c o n t r o l  

p o in t s .  

I m p l e m e n t a t i o n  of t h i s  po l i cy  wi l l  p r o v i d e  fo r  i n t e g r a t e d  m a t c h i n g  

of r e q u i r e m e n t s  a g a i n s t  l o n g - s u p p l y  a s s e t s  and wi l l  a s s u r e  the  o p t i m u m  

u t i l i z a t i o n  of l o n g - s u p p l y  s t o c k s .  

A l s o  u n d e r  t h i s  p o l i c y  a d d i t i o n a l  m a n d a t o r y  s t e p s  m u s t  be  t a k e n  by 

e a c h  m i l i t a r y  s e r v i c e  to  a s s u r e  u t i l i z a t i o n  of e x i s t i n g  a s s e t s  b e f o r e  

p r o c u r e m e n t  a c t i o n  can  be  t a k e n .  

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

m e n t s .  

S ince  1954 we have  i n a c t i v a t e d  o v e r  27, 000, 000 s q u a r e  f e e t  of 

w a r e h o u s e  s p a c e .  We a r e  s c h e d u l i n g  13, 000, 000 m o r e  s q u a r e  f e e t  of 

s p a c e  to  be i n a c t i v a t e d  by the  end  of the  y e a r  1962. 

A c r o s s - s e r v i c i n g  a g r e e m e n t  has  b e e n  m a d e  b e t w e e n  DOD and GSA 

w h e r e b y  s t o r a g e  s p a c e  o p e r a t e d  by any  F e d e r a l  a g e n c y  can  be  u s e d  by 
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t he  a r e a  of s t o r a g e ,  

t r o l .  In m y  opin ion ,  

t h e  A r m y .  

a n o t h e r  F e d e r a l  a g e n c y .  

The  A r m y  has  d i r e c t e d  a r e o r g a n i z a t i o n  c o n c e p t  to  be app l i ed  in 

i t s  g e n e r a l  depo t s  so  as  to  e l i m i n a t e  m u l t i p l e  o r g a n i z a t i o n a l  un i t s  in 

w a r e h o u s i n g ,  m a t e r i a l s  hand l ing ,  and s t o c k  con -  

t h i s  is  a m a j o r  a c c o m p l i s h m e n t  on the  p a r t  of 

So m u c h  fo r  s o m e  of the  h i g h l i g h t s  of t he  p r o g r e s s  tha t  is  b e i n g  

r e a l i z e d .  We do not  wan t  to be though t  to  be c o m p l a c e n t  and we a r e  

not  s a t i s f i e d  wi th  t he  p r o g r e s s .  T h e r e  s t i l l  i s  a lot  to be d e s i r e d  and 

to  be done .  

At a m a t e r i e l  s e c r e t a r i e s '  m e e t i n g  in May of t h i s  y e a r ,  the  m u t u a l  

op in ion  of t h o s e  in a t t e n d a n c e  was  tha t  now we shou ld  t a k e  p o s i t i v e  a c t i o n  

in s u p p l y  i n t e g r a t i o n .  As a r e s u l t  of th i s ,  I r e q u e s t e d  the  d e p u t i e s  of 

the  m a t e r i e l  s e c r e t a r i e s  to  w o r k  wi th  m y  depu ty  in the  d e v e l o p m e n t  of 

a p o s i t i v e  p r o g r a m  of i n t e g r a t i o n  of supp ly  a c t i v i t i e s .  

We have  b e e n  w o r k i n g  c l o s e l y  and c o n t i n u o u s l y  wi th  the  m a t e r i e l  

s e c r e t a r i e s  and t h e i r  m i l i t a r y  and c i v i l i a n  a d v i s o r s  fo r  s e v e r a l  m o n t h s  

to  e s t a b l i s h  a c o m p r e h e n s i v e  p r o g r a m  fo r  supp ly  m a n a g e m e n t  i m p r o v e -  

m e n t .  Th i s  p r o g r a m ,  r e f e r r e d  to as the  d e f e n s e  m a t e r i e l  m a n a g e m e n t  

p r o g r a m ,  is  now c o m p l e t e  and i ts  o b j e c t i v e s ,  a p p r o a c h ,  and m a j o r  

d e t a i l s  a r e  u n a n i m o u s l y  a g r e e d  upon.  

I b e l i e v e  tha t  t h i s  un i f i ed  p r o g r a m  a p p r o a c h  to  supp ly  m a n a g e m e n t  

w i l l  s u c c e e d .  To ~ b e s t  of m y  k n o w l e d g e ,  t h i s  is  the  f i r s t  t i m e  we h a v e  
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had  a p r o g r a m  of t h i s  m a g n i t u d e  and c o v e r a g e  in the  D e p a r t m e n t  of 

D e f e n s e  w h i c h  w a s  d e v e l o p e d  in c o l l a b o r a t i o n  w i th  t h e  m i l i t a r y  d e p a r t -  

m e n t s  and a p p r o v e d  by t h e m  in a d v a n c e .  

I b e l i e v e  tha t  P a u l  R i l e y ,  who is in o u r  o f f i ce ,  is  go ing  to  s p e a k  

to  you  on t h i s  p r o g r a m  on a l a t e r  da t e  in y o u r  c o u r s e .  

The  D e f e n s e  M a t e r i e l  M a n a g e m e n t  P r o g r a m  c o n t a i n s  s o m e  26 p r o -  

j e c t s  w h i c h  a r e  d e s i g n e d  to  m a k e  s i g n i f i c a n t  i m p r o v e m e n t  in t he  m a n -  

a g e m e n t  of  DOD s u p p l y  o p e r a t i o n s .  I n c l u d e d  in t h i s  e x t e n s i v e  p r o g r a m  

a r e  p r o j e c t s  w h i c h  w i l l  p r o v i d e  a p r o p e r  b a s i s  f o r  d e t e r m i n i n g  the  

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

of s u p p l y  in t he  DOD. Th i s  w i l l  p e r m i t  the  c l a s s i f i c a t i o n  of a l l  i t e m s  of 

s u p p l y  in to  t h r e e  m a n a g e m e n t  g r o u p s :  

1. T h o s e  i t e m s  w h i c h  m u s t  ~ ' ema in  u n d e r  i n d i v i d u a l  s e r v i c e  

m a n a g e m  e nt .  

2. T h o s e  i t e m s  a m e n a b l e  to i n t e g r a t e d  m a n a g e m e n t .  

3. T h o s e  i t e m s  f o r  w h i c h  m a n a g e m e n t  c o n t r o l  c a n  be  d e t e r m i n e d  

on e c o n o m i c  c o n s i d e r a t i o n s  and n e e d  not  be  c o n t r o l l e d  by the  m i l i t a r y .  

F o r  s u c h  i t e m s  we w i l l  m a k e  l o c a l  p u r c h a s e  p r o c e d u r e s  and e x t e n s i v e  

u s e  of GSA s u p p o r t .  

I m i g h t  add  in t h i s  r e s p e c t  t ha t  i t  h a s  f i n a l l y  c o m e  to dawn  on the  

m i l i t a r y  tha t ,  

s t o c k k e e p e r ,  

y o u  h a v e  to b u y  on ly  wha t  you  n e e d ,  and you  d o n ' t  h a v e  the  l o s s e s .  
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if you  c a n  get  GSA to  be  t he  w h o l e s a l e r ,  r e t a i l e r ,  and 

you  d o n ' t  have  a lot  of funds  t i ed  up in t h i s  i n v e n t o r y  and 

T h e y  
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t a k e  the  l o s s e s .  T h e y  m a k e  v e r y  n o m i n a l  c h a r g e s  f o r  do ing  th i s  and 

it  is  a p r e t t y  c h e a p  way  of do ing  b u s i n e s s ,  p a r t i c u l a r l y  when  you ge t  

in to  the  f i e ld  of t h ings  l ike  w a s t e - p a p e r  b a s k e t s  and d e s k s  t ha t  a r e  

s u r e l y  go ing  to  win  o r  l o s e  a w a r .  

In o t h e r  p r o j e c t s  w i th in  t h i s  p r o g r a m  we wi l l  d i r e c t  ou r  e f f o r t s  up 

and down the  l o g i s t i c a l  s p e c t r u m - - f r o m  the  i m p r o v e m e n t  of s i n g l e  

m a n a g e r  e f f i c i e n c y  and w a r t i m e  r e a d i n e s s ,  t he  i m p r o v e m e n t  of ou r  

c o o r d i n a t e d  p r o c u r e m e n t  p r o g r a m ,  the  p r o v e m e n t  and i n t e g r a t i o n  of 

s u p p l y  and f i s c a l  po l i cy ,  to  the  d e v e l o p m e n t  of p o l i c i e s  fo r  t he  supp ly  

of c o m m o n  i t e m s  to  un i f i ed  o v e r s e a s  c o m m a n d s .  

Th i s  p r o g r a m  is  the  l a t e s t  of a s e r i e s  of l o g i c a l  s t e p s  to  i n t e g r a t e  

m a t e r i e l  m a n a g e m e n t  in the  D e p a r t m e n t  of D e f e n s e  wi thou t  d i s r u p t i n g  

t h e  c o m p l e x ,  w o r l d w i d e  m i l i t a r y  supp ly  s y s t e m s  and thus  i m p a i r i n g  the  

r e a d i n e s s  p o s t u r e  of o u r  A r m e d  F o r c e s .  

We e x p e c t  tha t  the  p r o g r a m  wi l l  be  a c c o m p l i s h e d  d u r i n g  1960, 

d e p e n d i n g  upon the  a m o u n t  of r e s o u r c e s  tha t  we can  put  to i t .  H o w e v e r ,  

I would  poin t  out to you tha t ,  f o r  e v e r y  s t e p  of p r o g r e s s  we m a k e  in  

t h i s  p r o g r a m ,  t h e r e  i s  an a c c u m u l a t e d  y e a r l y  s a v i n g  by e l i m i n a t i n g  

s o m e  of the  t h i n g s  tha t  a r e  c o s t i n g  us u n n e c e s s a r y  d o l l a r s  at the  m o m e n t .  

I h a v e  s p e n t  a c o n s i d e r a b l e  a m o u n t  of t i m e  h e r e  in d i s c u s s i n g  ou r  

b r o a d  o b j e c t i v e  fo r  a t t a i n i n g  g r e a t e r  i n t e g r a t i o n ,  and I h a v e  p r o b a b l y  

b o r e d  a lot  of you wi th  t h i s .  Le t  t h i s  be f a i r  w a r n i n g  to you as to  what  

h a p p e n s  to you if  you b e c o m e  a l o g i s t i c i a n .  But  t h i s  i s  the  type  of t h i n g  
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t ha t  we  h a v e  to w o r k  on.  H o w e v e r ,  I wou ld  l ike  to poin t  out  to  you  t ha t  

we  do h a v e  t h i s  b a s i c  o b j e c t i v e  of a t t a i n i n g  a g r e a t e r  i n t e g r a t i o n  and 

tha t  t h i s  o b j e c t i v e  is  in  a c c o r d a n c e  wi th  t he  w i s h e s  of the  P r e s i d e n t  

and  the  C o n g r e s s .  

I wou ld  l ike  to  r e m i n d  you  t ha t  c o n c u r r e n t  b u y i n g  and s e l l i n g  a r e  

s t i l l  go ing  on, t ha t  c r o s s - h a u L i n g  and b a c k - h a u l i n g  t a k e  p l a c e ,  and tha t  

we  s t i l l  n e e d  b e t t e r  c o n t r o l  of a l l  t h e s e  t h i n g s .  P a r t  of o u r  p r o b l e m  is  

t ha t  o u r  s y s t e m  is  so  b ig  t ha t  I d o n ' t  b e l i e v e  t ha t  a n y b o d y  c a n  m a k e  a 

f l a t  s t a t e m e n t  t ha t  t h i s  w i l l  n e v e r  h a p p e n  a g a i n  o r  t ha t  we a r e  not  do ing  

t h i s .  We c e r t a i n l y  a r e ,  I a m  s u r e ,  and I m i g h t  add tha t  I found the  

s a m e  t h i n g  to e x i s t  in  b u s i n e s s .  We would  no s o o n e r  ge t  s o m e  p l a c e  

c l e a n e d  up and t h o u g h t  it  w a s  go ing  r i g h t ,  and we wou ld  t u r n  a r o u n d  and  

t a k e  the  nex t  one on and the  f i r s t  one  wen t  to  pot a g a i n .  I g u e s s  t h a t ' s  

w h y  t h e y  h i r e  e x e c u t i v e s .  

I wou ld  l ike  to c l o s e  w i th  a c h a l l e n g e  to you,  a c h a l l e n g e  of a l l  of us 

to  c a s t  a s i d e  p r e c o n c e i v e d  n o t i o n s  and s e r v i c e  p r e j u d i c e s  and to  s e e k  

w a y s  f o r  a c h i e v i n g  s i g n i f i c a n t  b r e a k - t h r o u g h s  in o u r  supply:  and l o ~ s t i c s  

c o n c e p t s .  

The  nex t  f ew y e a r s  a r e  bound to  w i t n e s s  s u b s t a n t i a l  c h a n g e s  i n  l o g i s t i c s .  

New t e c h n o l o g i e s  w i l l  r e q u i r e  new c o n c e p t s .  A d d i t i o n a l l y ,  p r e s s u r e s  

f o r  l o g i s t i c s  i m p r o v e m e n t  and e c o n o m i e s  a r e  bound to  g r o w .  

MiLi t a ry  and c i v i l i a n  a l i k e ,  you  h a v e  b e e n  a f f o r d e d  a g r e a t  o p p o r t u n i t y  

to be  at  t h i s  s c h o o l  to  s t u d y  and r e f l e c t  on m a t t e r s  r e l a t i n g  to o u r  
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professional responsibilities. Your ingenuity has been challenged, and 

new vistas have been opened to you. 

Stimulated by this educational experience, I hope each of you will 

give renewed emphasis and fresh thinking to the problem of how we can 

best achieve our objectives; how we can insure an organization which 

w i l l  p r o v i d e  us wi th  the  b e s t  m i l i t a r y  p o s t u r e  in a n u c l e a r  e r a  in  w h i c h  

we  h a v e  l i t t l e  pa s t  e x p e r i e n c e  to  gu ide  u s .  

We in the  Off ice  of t h e  S e c r e t a r y  of D e f e n s e  a r e  p r o u d  of the  f ine  

e d u c a t i o n a l  w o r k  b e i n g  c a r r i e d  on h e r e  at  the  I n d u s t r i a l  C o l l e g e .  I am 

c o n f i d e n t  t ha t  you  w i l l  app ly  t h i s  s p e c i a l  t r a i n i n g  to e x c e l l e n t  a d v a n t a g e  

in  m a k i n g  y o u r  p e r s o n a l  c o n t r i b u t i o n s  t o w a r d  the  i m p r o v e m e n t  and 

b e t t e r m e n t  of l o g i s t i c s  m a n a g e m e n t .  

I u n d e r s t a n d  tha t  we  a r e  abou t  to h a v e  a b r e a k  h e r e ,  G e n e r a l ,  and 

t h e n  I c a n  c o m e  b a c k  up h e r e  and  s e e  w h e t h e r  I c a n  p a s s  m y  e x a m s  in 

a n s w e r i n g  s o m e  of t h e s e  q u e s t i o n s .  I w o n ' t  g u a r a n t e e  to a n s w e r  a l l  of 

t h e m ,  b e c a u s e  I am qui~t e s u r e  I d o n ' t  h a v e  t ha t  c a p a b i l i t y ;  but  I ' l l  do 

m y  b e s t .  

T h a n k  you  v e r y  m u c h .  

C O L O N E L  DAVIS: G e n t l e m e n ,  M r .  M c G u i r e  i s  r e a d y  f o r  q u e s t i o n s .  

QUESTION:  M r .  S e c r e t a r y ,  wou ld  you  c a r e  to c o m m e n t  on 

M r .  S a l t o n s t a l l ' s  b i l l  in  t he  f i e ld  of p r o c u r e m e n t ?  

MR.  M c G U I R E :  Yes ;  I ' l l  be  g lad  to .  We did not  o p p o s e  the  b i l l .  
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We made some modifications in it. I see no need of the bill. We can do 

everything the bill proposes. The bill, as originally drafted, has several 

objectives. It predetermines how you are going to buy something i0 

years from now when you don't know what you are going to do. I think 

it originally got started out of s6me testimony. That has been said by a 

man named Livingston from the Harvard Business School. The concept 

was that if you just give industry a check for $50 million they will produce 

the weapons you want. I just don't think this faces the facts of life and 

I am not sure that we want to do this or that industry really wants us to 

do it, e i t h e r .  

T h e r e  w e r e  s e v e r a l  o t h e r  a s p e c t s  of t h i s  b i l l  tha t  we o b j e c t e d  to.  

T h e y  w e r e  pu t t i ng  too  m u c h  e m p h a s i s  on the  w e a p o n  s y s t e m s .  The  

w e a p o n s  s y s t e m  j u s t  h a p p e n s  to  be a t e r m i n o l o g y  fo r  a who le  m e s s  of 

t h i n g s  and d i f f e r e n t  ways  of do ing  s o m e t h i n g .  You c a n ' t  d e s c r i b e  a 

w e a p o n  s y s t e m  in a p i e c e  of l e g i s l a t i o n .  It j u s t  w o n ' t  w o r k ,  in m y  

op in ion .  We had to m a k e  t h o s e  m o d i f i c a t i o n s .  

F o r  e x a m p l e ,  u n d e r  t h e i r  o r i g i n a l  i n t e r p r e t a t i o n ,  as  I r e a d  it, you 

cou ld  i n t e r p r e t  MATS as  a w e a p o n  s y s t e m .  I don ' t  a g r e e  wi th  tha t .  W e ' v e  

had  enough  t r o u b l e s  wi th  MATS wi thou t  m a k i n g  it a w e a p o n  s y s t e m .  

QUESTION:  Sir ,  you m e n t i o n e d  th i s  new m o v e  to g ive  p a r t  of the  

c o n t r a c t  to  o r  a l low c e r t a i n  e x p e n d i t u r e s  f o r  r e s e a r c h .  How do you 

s o l v e  the  p r o b l e m  of who ge t s  r i g h t s j  i f  t h e y  a r e  pu t t i ng  in  ha l f  the  

m o n e y  and we a r e  pu t t ing  in ha l f  t he  m o n e y ?  
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MR. M c G U I R E :  Wel l ,  w h a t  I am t r y i n g  to  s a y  to you  i s :  If you  

a r e  a c o n t r a c t o r  and you  a r e  d o i n g  s o m e  r e s e a r c h ,  p r o v i d i n g  you  a r e  

o p e r a t i n g  it p r o p e r l y  and a d m i n i s t e r i n g  it  p r o p e r l y - - w h i c h  I p r e s u m e  

you  a r e  if you  a r e  r u n n i n g  a p r u d e n t  b u s i n e s s - - t h i s  i s  no d i f f e r e n t  t h a n  

r e n t .  T h i s  is  p a r t  of the  o v e r h e a d  and t h i s  is  p a r t  of t he  t h i n g  tha t  m a k e s  

y o u r  c o m p a n y  c a p a b l e  and q u a l i f i e d  at  a l a t e r  d a t e  to  do s o m e  of the  

t h i n g s  we  wan t  d o n e .  So I d o n ' t  ge t  i n v o l v e d  in  t he  p a t e n t  e x e r c i s e  on 

t h i s  one  at a l l .  W h e r e  we  ge t  i n v o l v e d  in  p a t e n t  r i g h t s  and e x e r c i s e s  

i s  w h e r e  we  a sk  a m a n ,  and pay  h im a s p e c i f i c  s u m ,  to  go out  and d e v e l o p  

a p r o d u c t .  We a r e  h a v i n g  qui te  a g o - a r o u n d  w i th  S e n a t o r  L o n g  on t ha t  

one  r i g h t  now.  You m a y  h a v e  r e a d  abou t  i t  in t h i s  m o r n i n g ' s  p a p e r .  

I a m  t a l k i n g  m o r e  to t he  k ind  of r e s e a r c h  tha t  t h e y  c a l l  b a s i c  r e s e a r c h ,  

and  I d o n ' t  know w h e r e  it b e g i n s  o r  w h e r e  i t  e n d s .  I t  i s  m a k i n g  o u r  c o u n t r y  

c a p a b l e  10 y e a r s  f r o m  now to do w h a t e v e r  i t  i s  we  a r e  go ing  to  be  do ing .  

I t h i n k  if  we  a r e  go ing  to have  a l l  of t h i s  e d u c a t i o n  p r o g r a m  f o r  d e v e l o p i n g  

s c i e n t i s t s  and e n g i n e e r s  we  had b e t t e r  be  s u r e  tha t  we  r e c o g n i z e  t ha t  s o m e  

of the  b e s t  m a n a g e r s  of t h e s e  p r o j e c t s  a r e  the  b u s i n e s s e s  tha t  h a v e  to 

d e p e n d  f o r  t h e i r  l i v e l i h o o d  and  t h e i r  f u t u r e  on the  r e s u l t s  of t h i s  r e s e a r c h .  

T h a t ' s  a l l  I am s a y i n g .  Do I m a k e  m y s e l f  c l e a r ,  and a n s w e r  y o u r  q u e s t i o n ?  

S T U D E N T :  Y e s .  

you  d o n ' t  c l a i m  t h a t .  

MR.  

w a r  D r .  

In o t h e r  w o r d s ,  y o u  a r e  not  a f t e r  p r o d u c t s  a t  al l ;  

M c G U I R E :  Wel l ,  I ' l l  g ive  you  a good e x a m p l e .  D u r i n g  the  

C o o l i d g e  of G e n e r a l  E l e c t r i c  s h o w e d  m e  wha t  t h e y  at  t ha t  po in t  
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called bouncing silicon. This was something that looked hike a piece 

of white rubber. He would drop it on the floor and this darn thing 

would start to bounce up and down and just keep bouncing. This was a 

byproduct; it was an accident in some of their basic research. It had 

nothing to do with the research and development contracts that we had 

with GE during the war. Well, I don't need to tell you what has happened 

in industry as the result of this development. I think this is overhead 

and, as the customer of a business, we should accept that as part of 

the overhead. 

QUESTION: Sir, could you tell us a little bit about what happened 

to this $8 billion in equipment that was disposed of? How was that 

distributed ? 

MR. McGUIRE: Yes. We got hell in the press for having it. That's 

the first thing that happened. 

STUDENT: What I am interested particularly in is: Of that which 

is sold, what happens to the money? Do the services get to use it over 

again ? 

MR. McGUIRE: No, they do not. This goes into the Treasury 

basically, I believe. Recently we prevailed upon the Appropriations 

Committee to authorize us to take out of this money first our adminis- 

trative cost of doing this. Prior to that--I think it was in Section 413 

or something, of the Appropriations Act--we had a restriction, I think, 

of $40 million. Then we got it up to $44 million, and this was all we 
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could spend on this. This was like telling me in the retai l  business that 

if business is good I can't hire sales girls to take care of the customers.  

You put an arbitrary ceiling on this thing which is artificial. This isn't 

the way to control this thing or measure it. I finally convinced the 

Appropriations Committee that this was good business. 

Now, the difficulty with this surplus business is that we are evaluating 

our return on what was known as an acquisition cost. A substantial part 

of this stuff is junk and we have gotten our money's worth out of it. I 

think that, if we were to have a depreciation system in our business, as 

ordinary business does, we would find that we are getting a pretty fine 

return out of this stuff. 

I know that there are a lot of things in there that shouldn't be in there, 

too. But let's recognize them and get rid of them and get them out of 

these warehouses , and stop having people count them, and all that sort 

of thing. This costs money. Alsoj it is not very encouraging to count 

old items. They just get worse and more useless all the time the fellow 

counting them looks at them. 
do 

QUESTION: Sir,/your new procurement regulations permit con- 

tracting officers to recognize and pay for delay damages per se ? 

MR. McGUIRE: You've got me. I can't remember. I am not sure. 

I'll look it up, though, and see that you get it. 

QUESTION: Sir, I'd like you to address yourself to the question 

of the resolutions required between the centralization that you propose 
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i n  o u r  s u p p l y  s y s t e m  in t he  m i l i t a r y  f o r c e s  and t h e  d e c e n t r a l i z a t i o n  

p e r m i t t e d  in o u r  g r e a t  c o r p o r a t i o n s ,  s u c h  as  G e n e r a l  M o t o r s  and 

G e n e r a l  E l e c t r i c  ? 

MR.  M c G U I R E :  I am not  s u r e  t ha t  we a r e  d o i n g  a n y t h i n g .  Th i s  

p h i l o s o p h y  of c e n t r a l i z a t i o n  and d e c e n t r a l i z a t i o n  is  s o m e t i m e s  g r e a t l y  

m i s u n d e r s t o o d .  I am not  s u r e  t ha t  we  a r e  a c t u a l l y  do ing  th i s  to a n y  

d e g r e e  d i f f e r e n t l y  t h a n  t h e y  a r e .  T h e y  h a v e  a c e n t r a l  p u r c h a s i n g  o p e r a -  

t ion ,  and t h e y  r e v i e w  t h e s e  t h i n g s ,  and  t h e y  s e t  t h e m  up on the  e c o n o m i c s  

of w h e r e  t h e y  c a n  be  b e s t  p u r c h a s e d ,  and so  f o r t h .  Now, we have  a 

s y s t e m  tha t  i s  m u c h  b i g g e r  t h a n  t h e i r s  and c o v e r s  m a n y  m o r e  i t e m s .  

L e t ' s  t a k e  the  A r m y  S ing le  M a n a g e r ,  f o r  e x a m p l e .  The  A r m y  

S ing le  M a n a g e r  in f ac t  d o e s  buy  a l l  the  c l o t h i n g ,  but  it w a r e h o u s e s  and 

d i s t r i b u t e s  t h e s e  t h i n g s  in  m a n y  d i f f e r e n t  a r e a s  and it u t i l i z e s  a s s e t s .  

We c a n ' t  qu i t e  m o v e  o u r  w a r e h o u s e s  a r o u n d  and  s e l l  t h e m  and d i s p o s e  

of t h e m  the  w a y  G e n e r a l  M o t o r s  d o e s .  

I t h i n k  we h a v e  two  b a s i c a l l y  d i f f e r e n t  p r o b l e m s .  It i s  a s e r i o u s  

d a n g e r ,  to m y  w a y  of t h i n k i n g ,  t ha t  you  c a n  s i t  o u t s i d e  and c o m p a r e  the  

m i l i t a r y  o p e r a t i o n  and i t s  r e q u i r e m e n t s  and i t s  r e s t r i c t i o n s ,  if you  wi l l ,  

on wha t  we  c a n  do wi th  a b u s i n e s s  c o r p o r a t i o n .  

I am not  s u r e  I h a v e  a n s w e r e d  y o u r  q u e s t i o n  as  c l e a r l y  as  you  would  

l i ke ,  but  I j u s t  d o n ' t  r e a l l y  t h i n k  the  two r e q u i r e m e n t s  a r e  c o m p a r a b l e .  

QUESTION:  S i r ,  you  m e n t i o n e d  tha t  we  a r e  s e l l i n g  $8 b i l l i o n  w o r t h  

of e x c e s s  e a c h  y e a r  and t ha t  we a r e  go ing  to bu i ld  up to  a p p r o x i m a t e l y  
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$12 b i l l i o n  in the  nex t  c o u p l e  of y e a r s .  A r e c e n t  c h a r t  I s a w  i n d i c a t e d  

t ha t  we a r e  p r o c u r i n g  a p p r o x i m a t e l y  $20 b i l l i o n  of m a t e r i a l s  e a c h  y e a r .  

I s n ' t  t h i s  qu i t e  a t u r n o v e r  of o u r  m a t e r i a l s ,  

m o n e y  e a c h  y e a r ,  as  t h i s  r e p r e s e n t s  ? 

MR.  M c G U I R E :  

b r o u g h t  t h i s  po in t  up. 

i n c l u d e s  c a p i t a l  g o o d s .  

and a lo t  of o t h e r  t h i n g s ,  

in e x p e n d i n g  t h i s  m u c h  

L e t  m e  f i r s t  c o r r e c t  you  on t h i s .  I a m  glad  you 

The  f i g u r e  t ha t  I a m  t a l k i n g  about ,  $8 b i l l i o n ,  

It i n c l u d e s  sh ip s ;  i t  i n c l u d e s  t a n k s ;  and a i r p l a n e s ,  

to  a s u b s t a n t i a l  d e g r e e ,  a c t u a l l y .  The  f i g u r e  

that you are talking aboul; $20 billion, 

curem ent items, 

medical supplies, 

i n c l u d e s  w h a t  a r e  g e n e r a l  p r o -  

i n c l u d i n g  a lot  of c o n s u m a b l e s ,  a l s o - - o i l ,  food,  

and tha t  t ype  of t h ing .  A c t u a l l y ,  t h e r e  is  a n o t h e r  

f a c t o r  t ha t  goes  in to  o u r  c o n s u m a b l e s ,  o r ,  

m a t c h e d  a l o n g  wi th  wha t  we buy e a c h  y e a r .  

t ha t  we r e p a i r .  We do a t e r r i f i c  a m o u n t  of t h i s .  

Have  I a n s w e r e d  y o u r  q u e s t i o n ?  

S T U D E N T :  Yes ,  s i r ,  

MR.  M c G U I R E :  Wel l ,  

l e t ' s  s a y ,  t ha t  m u s t  be 

T h i s  f a c t o r  is  the  t h i n g s  

in  a w a y .  

w h a t ' s  the  r e s t  of the  q u e s t i o n ?  I a m  t r y i n g  

to say you are comparing unlike things here. One includes capital items 

and consumables and general supplies, and the other does not include 

capital items. 

QUESTION: Are there any new developments on the small business 

front as far as DOD is concerned ? 

MR. McGUIRE: Not as far as I am concerned, but I am sure there 
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w i l l  be a lot  of n e w  d e v e l o p m e n t s  in the  nex t  f e w  m o n t h s .  T h e r e  h a v e  

o n  

b e e n  one o r  two.  U n d e r  o u r  S m a l l  B u s i n e s s  P r o g r a m / a l l  p r i m e  c o n -  

t r a c t s  of o v e r  a m i l l i o n  d o l l a r s  the  p r i m e  c o n t r a c t o r  m u s t  have  a s m a l l  

b u s i n e s s  p r o g r a m .  F o r  f a c t u a l  p u r p o s e s ,  we  don ' t  t e l l  h im  wha t  t he  

p r o g r a m  i s ,  but  he  m u s t  h a v e  a p r o g r a m .  I t h i n k  t h i s  is  a long  s t e p  

f o r w a r d  and it  is  go ing  to be r e c o g n i z e d  in the  C o n g r e s s  a s  s u c h .  I 

d o n ' t  t h i n k  it  is  s u c h  an  e a r t h - s h a k i n g  th ing ,  a n y h o w .  

If you  had  the  o p p o r t u n i t y  of r e a d i n g  the  t e s t i m o n y  of i n d u s t r i e s  

b e f o r e  the  H e b e r t  C o m m i t t e e  in  the  w e a p o n s  s y s t e m s  h e a r i n g s ,  you  

found out  t ha t  m o s t  of t h e s e  good c o m p a n i e s  do h a v e  s m a l l  b u s i n e s s  

p r o g r a m  s .  

C O L O N E L  DAVIS: M r .  M c G u i r e ,  t h a n k  you v e r y  m u c h .  You h a v e  

g i v e n  us  a f e e l i n g  t ha t  in t h i s  d i r e c t i o n  the  p o l i c y  g u i d a n c e  tha t  we  ge t  

in t h i s  t e r r i f i c  job is  in v e r y  v e r y  good h a n d s .  On b e h a l f  of the  C o m m a n d a n t  

and the  C o l l e g e ,  t h a n k  you  v e r y  m u c h .  

MR. McGUIRE: Could  I m a k e  a n o t h e r  o b s e r v a t i o n ?  I h a v e  b e e n  

to ld  n e v e r  to  do t h i s  but  t h e s e  e x t r a  l a s t  w o r d s  a r e  the  f a t a l  o n e s .  

We had p e o p l e  f r o m  the  C h a m b e r  of C o m m e r c e  o v e r  t h e r e  t he  o t h e r  

day  t a l k i n g  to M r .  Ga te s  and t r y i n g  to  get  o u r  b r o a d  p r o g r a m h n d  to  e s t a b -  
I 

l i s h  t h e i r s .  As you  know,  t h e y  r u n  wha t  I t h i n k  t h e y  c a l l  a n a r r o w  band  

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

p l a n e s  and t h e y  go out and t a l k .  T h i s  is  v e r y  i m p o r t a n t ,  b e c a u s e ,  f o r  

m y  m o n e y ,  one  of t he  b ig  p r o b l e m s  we h a v e  is  the  l a c k  of u n d e r s t a n d i n g  
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t ha t  we a r e  do ing  s o m e  good t h i n g s .  T h o s e  t h i n g s  a r e  b lown out of 

a l l  p r o p o r t i o n .  I to ld  t h e s e  g e n t l e m e n  that ,  in  m y  opin ion ,  in the  t i m e  

tha t  I have  b e e n  in the  P e n t a g o n - - a n d  I have  a l s o  had s o m e  a s s o c i a t i o n s  

h e r e  p r i o r  to c o m i n g  down h e r e - - t h e  o v e r a l l  c o o p e r a t i v e  a t m o s p h e r e  

of r e c o g n i z i n g  the  p r o b l e m  and t r y i n g  to do s o m e t h i n g  about  i t  o b j e c t i v e l y  

and s p e n d i n g  l e s s  t i m e  in f i g h t i n g  on p a p e r - - w h i c h  i s n ' t  go ing  to win any 

w a r s  e i t h e r - - i s  the  b e s t  tha t  I have  e v e r  s e e n  i t .  We a r e  h a v i n g  in  the  

s e r v i c e s  a d e m a n d  tha t  we ge t  on and do s o m e  of t h e s e  t h ings  and s o l v e  

s o m e  of t h e s e  fuzzy  p r o b l e m s  tha t  h a v e  b e e n  k i c k i n g  a r o u n d  so  long  

tha t  you r e a l l y  c a n ' t  i d e n t i f y  what  t h e y  w e r e  w h e n  t h e y  s t a r t e d .  

I w a n t e d  to p a s s  t h i s  w o r d  on to you, b e c a u s e  I f e e l  v e r y  s t r o n g l y  

about  i t .  

Thank  you v e r y  m u c h .  
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