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DEPARTMENT OF DEFENSE SUPPLY SYSTEM

16 December 1959

MR, HENKEL: General Mundy, Gentlemen: Today we will turn
our attention to the problems of supply management, It will be the
first of several lectures relating to this subject.

. Specifically, we will consider the principal factors in the integra-
tion and improvement of supply systems in the Department of Defense.

For our speaker this morning we are very fortunate in obtaining
& man who is eminently qualified to discuss this subject. During World
War II he served as Supply Officer in the Army, after which he joined
the Bureau of the Budget in the Military Division, where he studied and
analyzed the various Department of Defense supply systems, At the
present time our speaker is the Director for Supply Management, Policy,
Assistant Secretary/gifense, Supply and Logistics.

It gives me great pleasure to welcome him for the second time to
this platform and to present him to this year's class. Mr. Paul Riley.

MR. RILEY: Thank you, Mr. Henkel. QGeneral Mundy, Members
of the Faculty, Students: I thoroughly enjoyed being here last year and
speaking to the group and attempting to answer the questions afterward,

I am certain that I will derive the same kind of pleasure today.

I do not think that it is necessary, before a group such as this, to



tell you how important logistics is in both peace and war. Most of
you know, I am sure, that wars will be decided by the amount of mater-
ial that this Nation or any nation can produce and bring to bear on an
enemy before and after the onset of hostilities,

My subject today is Supply Management, Ithink it would be desirable
for us to take a brief look at just what the job of supply management is.

CHART #1

As you can see here, it is a big job., This big mass of material
which you see consists of about 3-1/2 million items, and its dollar value
ig about 47 billion, This is just our central inventory. This doesn't
count our in-use equipment, When you add that to the total it comes to
about $117 billion. So, no matter which way you look at it or cut it,
it's a big job. It is 17 times greater than the entire industrial complex
of the General Motors Corporation. I tried to find out before I left the
office how much bigger it is than Proctor and Gamble, but I couldn't
find out,

CHART #2

You will notice here that it takes 170 electronic compuiers to run
our system, and I think it is safe to say that this is only the beginning,
There will be many more of these mechanical monsters used to run our
supply business, There are about 200, 000 people engaged in supply
operations, and it costs us about $2, 5 billion to run the system each

year.,
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CHART #3

Again looking at the big pile here, you can see that it is under
constant pressure from several sources, For the last several years
we have been pumping into that pile about $15 billion worth of material.
We have been obsoleting and declaring surplus about $5 billion. Last
year this went up to a total of $8 billion. We expect this year the trend
to continue to rise. It may level off somewhere around $10 billion for
the next 3 or 4 years.

We sell or issue about $15 billion each year, But this pile of
material is always subject to technological developments which cause
a number of problems. New items are obsoleting the old ones. New
strategy, tactics, and requirements influence that pile of material,
And new world-wide defe;nse commitments also exert their force.

CHART #4

This is just a brief chart to show you the position of the Assistant
Secretary of Defense for Supply and Logistics and the Office of Supply
Management Policy.

We operate on the basis that it is our job to give the military
services guidance on what they must do to insure overall efficiency,
effectiveness, and economy, We do not feel that it is our job to tell
the services how they will accomplish this except where we feel strongly
that there is a compelling need for uniformity in implementing the

3
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policies enunciated by the Secretary of Defense.

Basically, our job can be divided into three essential parts, as
indicated on the next chart,

CHART #5

If there is any similarity to this circle in the five~sided carrousel
across the river, it is not intended, Our job is to determine what the
proper policy is; to enunciate that policy clearly; and subsequently to
follow up on the policy to assure proper implementation,

One of the most important aspects of our operating philosophy is
that we do everything possible to avoid the danger of making what we
often refer to as ivory-tower decisions. Each and every policy decision
we make is checked with the military services thoroughly., We do this
in order to make sure that we have considered all of the possible impli~
cations, and we also do it because we want to avoid costly mistakes,

CHART #6

I am sure that all of you have seen this cartoon before. This is
what we try to avoid.

In inviting me here today, you requested that I cover briefly our
basic DOD policies and objectives , and the principal factors which we
consider in formulating logistics policy and establishing logistics systems,
I can cover our general policies and Objectives in three simple statements,

CHART #7
First, we must have a universal supply language. The dictionary

4
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for that common language is the Federal Supply Catalog, which lists
each and every item used by the military services (and other govern-
ment agencies) and provides a common, identifying number and nomen-
clature, just like the Sears Roebuck catalog does for its buyers, its
store managers, and its customers.

I would like to emphasize here for a moment the importance of
having common numbers and nomenclature, Without our catalog we
would not have been able to do the things that have been done since the
passage of the Unification Act in the way of integrating our supply sys-
tems. We would have been, in my opinion, absolutely helpless. It
took us a long time to get this job done. There were many forces that
tried to defeat us. The job is essentially finished now and it has paid
tremendous dividends and has been, in my book, our most valuable tool,

Second, we must have an integrated supply system with a minimum
of duplication in items of supply handled, in our supply facilities, and
in our staffing and transportation,

Third, we must have an efficient, effective, and economical supply
system which will be responsive to the needs of the military forces of
the United States and our allies.

To accomplish these objectives, we have developed and established
certain basic policy directives,

Under the first objective, for example, (a common supply language},
all military services are required to use the Federal Catalog System of

)



item identification, Conversion to Federal stock numbers through

the wholesale levels of the military supply systems was completed on
December 31, 1958, For all practical purposes, we now have a single
name, a single classification, and a single number f{or every item in
our supply system. We are also pleased that the NATO nations have
selected our catalog system for their use. Thus, we are now able to
exchange information on items which are in short supply, or in excess,
or under procurement in the Army, Navy, Air Force, and Marine Corps.
We are now endeavoring to extend this capability to include the logistics
systems of our allies.

With regard to the second objective (an integrated supply system)
you have asked that I cover in some detail our current policy and efforts
toward further integration of military supply systems, This is one sub-~
ject on which we have spent a great deal of time. And I might add, we
have had a great deal of help from the outside, It seems that everyone
is an "expert' when it comes to organization of a logistics system,
Consequently, we have had the benefit of a great many ideas on this sub-
ject, from/g:.f—styled experts who write postcards to the Secretary of
Defense to the real experts in Congress and in the Hoover Commission,
Personally, I have shied away from the term ''expert' ever since I
heard the word dissected and defined: "Ex' meaning "has been' and
"spurt'' meaning 'little drip."

In any event, we have given a great deal of thought to all of the

6



possible means of achieving further integration of our supply systems
without losing our military effectiveness. CHART #8

With respect to the Reorganization Act of 1958, it must be recog-
nized that the primary purpose of that legislation was to establish
command channels through the JCS and the Secretary of Defense for
the unified commands, Therefore, this Act has not of itself had any
Substantial effect upon us in the logistics area, The most important
effect of the Act lies in the so-called McCormack Amendment,

This amendment makes it abundantly clear that the Secretary of
Defense has both the authority and a mandate from Congress to integrate
the common logistics functions of the DOD wherever it will achieve
efficiency and economy without loss of effectiveness.

CHART #9

The next chart indicates the most important building blocks in our
plan for constructing an efficient, integrated supply syster; built on the
framework of our present military organization,

Let us discuss each of these building blocks briefly,

The first block you see there represents the Armed Forces Supply
Support Center., The Center was established by the Department of
Defense as a joint supply support agency of the military services on
14 July 1958. The Center operates as a joint organization of the military
departments under the policy direction and control of the Secretary of
Defense. The Assistant Secretary of Defense for Supply and Logistics,
however, has been delegated this authority by the Secretary of Defense,

7
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The purpose of the Center is to bring into one organization all of the
liaison and authority necessary to insure proper interservice coordina-
tion in supply matters. In this capacity it is responsible for monitoring
the Federal Cataloging Program, the Defense Standardization Program,
and the Defense Materiel Utilization Program.,

In short, the Center was established to provide a clearing house
for exchange of information and a vehicle for coordinating common
Supply actions. Properly operated, this organization should do much
1o eliminate many of the problems in the common supply areas which
have received critical appraisal during the past ten years, It should
do much to standardize common supply procedures and should provide
the vehicle for extending the scope of integrated supply systems such
as the Single Manager Program,

The Center has already proven its worth, not only in day-to-day
operations but also through recently completed studies which will lead
to the extension of the Comm odity Single Manager Program in other
commodity areas where it is considered feasible. Additional studies of
this type are now under way, and eventually we hope that the entire DOD
supply area will be covered to insure that integrated supply systems are
established wherever they prove to be feasible,

General Allen, the Deputy Director of the Armed Forces Supply
Support Center, is scheduled to talk to you tomorrow,I know, I am sure
that he will give you much more of the detail about the operations of the

8



Center, its past, its present, and its future plans. So I won't go into
it any further now,

We have already discussed the Federal Cataloging Program, which
is the second item on this chart, As you know, it is under the monitorship
of the Armed Forces Supply Support Center, and it has proven to be the
answer to our need for a common supply language.

The Standardization Program has recently been split into two sep-
arate actions, one called the Accelerated Item Reduction Program, or
the AIR Program, which, as the name implies, is a short-cut approach
to expedite the elimination of unnecessary items which can be made
through non-engineering supply-type decisions. The balance of the
Standardization Program then becomes one of utilizing our scarce engin-
eering talent to make further reductions based on design, performance,
and maintenance needs,

The AIR Program is producing excellent results., To date, with
two-~thirds of the program completed, approximately 200, 000 items
have been eliminated either from the catalog system or from inventories.
In some 24 federal supply classes of housekeeping items, such as office
supplies, _equipment, cleaning supplies, et cetera, approximately 9, 000
items are being discontinued out of a total of 14, 000, or approximately
a 70-percent reduction. We expect to complete this short-cut Standardiza-
tion Program by December 1961,

The next item on this chart, the Commodity Single Manager System,

9



addresses itself to the elimination of overlap and duplication in the
supply of itemms commonly used by more than one military service,
This is done by assigning commeodities having a high proportion of

such common items to the most qualified military department, which

is then charged with supplying the wholesale needs of all of the military
departments, Examples of such assignments are to be found in the
food and clothing and medical commodities handled at present by single
managers.

We have established four commodity single managers thus far,

The Army has been assigned Single Manager responsibility for food,

which covers about 1400 items, and for clothing, which covers about

34, 000 items, The Navy is the Single Manager for petroleum—about

1200 items--and medical supplies--about 8500 items, The Navy's
petroleum assignment differs from the others in that the Military Patroleum
Supply Agency owns no inventory; it buys petroleum products and coordi-
nates the distribution of these products. We are now in the process of
determining which other commodities are amenable to this technique

of management, based on studies by the Armed Forces Supply Support
Center,

Recently we completed a thorough evaluation of commodity single
manager operations after their first 18 months of operation., This was
necessary in order to know where we were going and to determine whether
the system was saving men, money, and other resources as it was intended

10



to do. As a result we found that: (1) The three fully implemented
single managers are highly effective when compared with other supply
systems; (2) customers are genuinely pleased with the supply support
received; and (3) worth-while savings have been achieved through
integrated operations and elimination of duplicative functions.

Colonel Case ofi__n:y staff will cover this subject in complete detail
during the course of his scheduled talk to you on commodity singie
manager operations. I simply want to point out at this time that we in
OSD and many people in the military services are sold on the Single
Manager Plan as an efficient and economical technique for integrating
supply management when conditions and the nature of the material indi-
cate that it is feasible to adopt this plan.

The next item on this chart, the Interservice Supply Support Program,
is another program which is under the monitorship of the Armed Forces
Supply Support Center. It is designed to provide for an exchange of asset
information and inventories of those items which are commonly used by
more than one military service and which are not assigned to a single
manager. An example of such items might be airplane parts, automobile
parts, and similar items. In short, interservice supply support is the
method which we use to back-stop the gaps which might exist between
common classes of material not under fully integrated supply systems,
Although the Single Manager System is designed to cover commodity
classes which embody a high proportion of common-use items, there

11



are obviously going to be some common-use items which, for one
reason or another, are not under single manager control. The Inter-
service Supply Support System is designed to fill these gaps.

Under this system, each inventory control point of the Army, Navy,
Air Force, and Marine Corps exchanges information with its counter-
parts to indicate whether there is another military service that uses
the item, Where more than one user is indicated, the inventory con-
trol point must query all other users before purchasing or disposing of
the item, to make certain that there is no excess available, The Armed
Forces Supply Support Center monitors and records interservice supply
progress and acts for OSD to insure compliance with interservice supply
support policy.

The final item on this chart, Highly Refined Supply Management:
Techniques, is an intangible sort of thing which simply means that we
are using every possible means, and borrowing from the techniques of
science and industry, to improve our way of doing business so as to
achieve maximum effectiveness at minimum cost,

In line with this objective, we have promulgated basic DOD policies
which are designed to provide the framework for an efficient DOD supply
system, To give you an idea of the scope and nature of some of the
most important of these policies, let me cite these examples:

CHART #10

12
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We require uniform accounting for wholesale inventories, showing
composition of inventory on a quantitative and monetary basis and showing
the condition, whether the item is serviceable or unserviceable, and the
purpose for which the stock is held, such as peacetime operating stock,
mobilization reserve stocks, contingency retention stocks, etc,

We require physical inventories not less than once a year,

We require that each item of supply shall be under the cognizance
of only one inventory control point within a military service.

We require maximum use of straight-line distribution systems
between producers, depot, and customers, to eliminate unnecessary
crosshauling and backhauling, and to minimize the amount of inventory
we hold,

We require establishment of supply levels based upon current
requirement studies.

We establish policy for determination and declaration of excesses
for disposal action,

We establish policy for management of material in long supply,
including procedures for interservice transfer of such material,

With regard to the third objective—having a supply system in being
which will be responsive to the needs of the military forces in peace
and war--we are constantly examining our system and our policy in the
light of this objective. We have provided for mobilization reserve stocks
to permit instant deployment of fully equipped forces and to allow for

13



replenishment of our military materiel from industry to meet all of

our wartime requirements, We are constantly studying the range and

scope of items which we have authorized to be held as mobilization
reserve, and we are also endeavoring to reach decisions with the Joint
Chiefs of Staff as to the relative priority to be assigned within our economic
capabilities for procurement of such requirements,

Also, in the light of this third objective, our Rtorage and Warehousing
Division has monitored the development of a Joint Storage and Materials
Handling Manual which is now used by all services as a training medium
and as a basic guide in proper warehousing techniques. Our Storage
Division is now studying methods of reducing vulnerability of supplies
in storage by use of such imaginative techniques as undersea storage
facilities. In addition, we are striving to reduce depot storage require-
ments overseas and to improve service to the field by development of
a unit-load system of prepacked replenishment supplies in balanced
quantities.

Thus far we have talked about the past history and the present-day
policies, Now let's take a look into the future. To do this, I propose
to give you a brief picture of some of the most important projects in
our Defense Material Management Program for fiscal year 1960. This
program contains 26 specific projects which are designed to make sig-
nificant improvements in the management of Department of Defense
supply operations., Ihave selected nine of these projects to illustrate

14



the scope and intent of these far-reaching plans.
CHART #11

The first one you see here concerns the development of criteria
to provide a proper basis fér determining the method of supply manage-
ment which is most efficient for each item of supply in the DOD.

Uniform criteria have now been developed by a joint group which
will provide the basis for determining, for each item of supply, that
supply management technique which is the most efficient in terms of
military effectiveness and overall economy. The supply management
techniques that are to be considered are as follows:

————— Individual military service supply management control,
including local commercial purchase as well as central control,

----- Coordinated procurement program assignments.

————— Single manager assignments.

————— Interservice supply support agreements.

----- Support by the General Services Administration,

CHART #12

The second project here is to classify all DOD items and assign
management for each in accordance with the criteria I previously
mentioned,

The criteria developed in the preceding project will be used by the
military departments and the Armed Forces Supply Support Center to
classify all DOD items into three basic management groups:

15
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First, those items which must remain under the management
control of the requiring military department.

Second, those items which must remain under military management
control but not necessarily under the control of the
requiring service,

And, finally, those items for which management control can be
determined primarily on the basis of economic
considerations, and which need not be controlled
by the military.

We fully realize the magnitude of this task which will involve over
3-1/2 million items, Therefore, in order to achieve results which will
have some immediate effect, we have divided the job into phased incre-
ments., The highest priority will be given to those areas which are
considered to be the most promising for quick results. Other priorities
will be assgigned in descending order until the task is eventually completed.

CHART #1 3

The third project here is to determine item range needed for support
of mobilization or war readiness,

Under this project, current policies and practices of the military
services for the acquisition and stockage of items to meet mobilization
and war-readiness requirements will be reviewed by a joint working
group, including representatives of the Joint Chiefs of Staff, the military
departments, and OSD. Based on this review, uniform criteria will be

16
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developed to provide guidance to the military departments for the
acquisition and retention of items of supply to meet mobilization or
war~readiness requirements in support of U, 8. forces. Through
this project we would anticipate that we could reduce our inventory
by eliminating a lot of items which we now compute wartime require-
ments for and hold in our inventory.

CHART #14

The fourth project here concerns the development of policies
governing items procured locally,

Under this project, policies will be developed in coordination with
the Armed Forces Supply Support Center and the military departments
which will provide for uniform definitions and uniform guidance in local
procurement policy, to include procurement from the following sources:

1. Regional excess screening lists,
2. Long supply listings from interservice sources,
3. Interservice supply support agreements.
4. GSA stores, depots, or their federal supply schedules,
5, Canmercial sources.
CHART #15

The next project here concerns the development of policies for
supply of common items to unified commands overseas.

The object of this project is to determine the best method of supplying
common items to overseas commands, All existing and alternate methods

17



;_mn_‘.

mm_oz<IU~_mi
1VAINID

SNOILDIY1S3Y -
SI2ANOS »
SWill

INIWIANIJ0dd TVYI0T
ONINY3IINOD S31J170d d0T3A3A

~ 7 T 3AILD3180



"

.
L n o
ﬁ}__\",‘,_.uq;ﬁ “
;

s

e
- ¥y b

il
aﬁ'.t?v?“'":




of supply will be considered. An initial study will be made, using
Hawalii as a test operation,
CHART #16

The sixth project here concerns improving single manager efficiency
and wartime readiness,

The objective of this project is to develop uniform and simplified
procedures which will improve the efficiency and wartime readiness of
single manager operating agencies, We have some problems today
where our customers are dealing with several single managers, each of
which runs a somewhat different system,

CHART #17

The seventh project here concerns improving the coordinated pro-
curement program,

The objective of this project is to improve the program by revising
and modernizing our regulations and by refining and extending program
assignments., We recently found, in looking into this coordinated pro-
curement program, that we had so many exclusions and exceptions that
we had almost lost control of the entire program,

CHART #18

The eighth project here concerns the development of an optimum depot
system within the military services.

The objective of this project is to eliminate unneeded duplication
in depot organization, administration, and operations.

18
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FOR THE MILITARY SERVICES

OBJECTIVE . ..
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An analysis will be made of existing depot supply organizationsl
structures, supply distribution patterns, and facilities to determine
overlapping and duplicating areas susceptible to greater intra-service
integration, The military departments will make this analysis and
determine where consoclidations will be effected. The results will be
monitored by OSD. The Department of the Army has already made a
big step in this direction,

CHART #1898

The next project here is to improve and integrate supply and fiscal
policy.

Our purpose here is to determine whether we need retail stock funds,
and, if so, to what extent we need them. Our objective is to simplify and
streamline fiscal accounting procedures at the rétail level and to eliminate
any handicaps to effective supply operations.

We have now covered the past, present, and future programs in DOD
supply management, Ihave endeavored to give you a brief picture of our
basic philosophy of supply management, our objectives, and the reason-
ing which lies behind most of our important supply policies and programs.

In recent years, éupply and logistics has come to be recognized as
a science as well as anrart. The s:.—cience consists of designing, developing,
refining, and polishing each of the bits and pieces of policy and procedure
which must go into the creation of an efficient supply machine. The art
consists of having sufficient knowledge of the capabilities and limitations
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of this supply machine to make it work properly and to derive the max-
imum performance from it in peace and war,

We have tried to use science in designing an efficient DOD supply
machine, We are confident that you, with your knowledge and exper-
ience, broadened by the Industrial College, can and will make our DOD
supply machine work as it was intended to work--with maximum effective-
ness and with minimum cost,

If I can depart from thie prepared text for a moment I will make a
closing remark. Throughout this talk this morning I have used the

"maximum effectiveness'' and "minimum cost, " several times.

words
This may seem to some of you to be a cliché like some of the others we
frequently use around the Department of Defense, such as, '"responsive-
ness to command'' and the old question, Will it work in war ? and

"maximum economy and effectiveness, "

A lot of these terms unfortunately
many times are clichds and are used as a reason for not doing something.
I believe the Constitution provides for a common defense. Some day
we are going to have to have a common defense. Other people call it
unification, integration, or whatever term they want to use. We need it
to defend ourselves, and we need it because, in my opinion, our present
system does not give us maximum effectiveness at minimum cost.
We are not pooling our assets; we are not pooling our dollars; but

we ought to, A common defense can be, and ought to be, achieved in the

Department of Defense, Many of the steps we have taken under the subject
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of so-called integrated supply are small steps. We believe we are
headed in the right direction; it will take some time to get there,
Many of our critics on the outside are constantly complaining that we
are not getting there fast enough, Maybe they are right,

But I think we have to all recognize, going back to the first part
of my talk and the first charts that we saw, that this is a big business,
We can't jam it together overnight, But, with the conscientious and
objective efforts of our younger military officers, such as this group,
keeping these things in mind and pushing continuously, one day we will
have maximum effectiveness with minimum cost,

Thank you,

MR. HENKEL: Mr, Riley is ready for your questions,

QUESTION: The British had about 20 years' experience with the
Ministry of Supply, which appears to be a single manager operation
such as you are attending to. The day after the last election, a couple
of months ago, they abolished it. Would you care to comment on that ?

MR, RILEY: I am not resﬁonsible for what the British do. As a
matter of fact, the British System is not like ours. As I understand the
British system, it was a little bit the reverse of what we are trying to
do, They had a Mihistry of Supply which largely was a procurement
organization, but it did handle some distribution of fechnical items.

The things that we think of as commercial items or common, such as

food and clothing items, are handled by the individual military forces.
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I don't really know why the British gave up on that, but we are con-
vinced, after very careful analysis, that our single manager system is
a good one, It will provide effective supply support to the customers.

It is economical; we can save people; we can save warehouse space;

and weican definitely cut out the expense of crosshauling and backhauling
suppliés across the country, There is no doubt of this in my mind,

I think that expansion of the Single Manager Program is the best approach
now, under the present organization of the Department of Defense, with
four separate military services.

QUESTION: One of your projects that you mentioned was simplifying
the fiscal side of the supply business. From my experience, you've got
2 real bear by the tail if you get into that area. Could you comment on
what progress you have made to date in this area ?

MR. RILEY: Yes. Something I did neglect to mention I should
mwention to you. On 6 November the Secretary of Defense announced
iwo new single managers, assigning one for general supplies to the
Army, Colonel Case of my staff will tell you a lot more about this.

That assignment covers administrative housekeeping supplies and hand
tools. The Navy was given an assignment for industrial supplies, which,
at the moment, covers hardware and abrasives, paints, and metals.

In getting that memorandum signed to make these assignments, we
went down to the Comptroller, and, as the gentleman said, we grabbed
the bear by the tail. But we were able to get the Comptroller to agree
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that, for these two new assignments, a retail stock fund would not be
mandatory, that it would be left to the prerogative of each service to
determine how it wanted to fund and finance its retail stock,

This is the first step, We intend to question vigorously the need
for the retail stock fund in all of our single manager areas. It has never
made any sense to me for people to try to explain the advantages, I
have yet to find anybody who could do it so I could understand it, I have
never been able to see why we have to take an item-~a medical item, a
pair of trousers, or any other item--that we have under single manage-
ment and buy it 2 or 3 times and sell it 2 or 3 times before we get it
on demand. We are just overcomplicating things that way, It is not
necessary. We can have a wholesale stock fund and we can have a con-
sumer fund, That way we can make 2 buys and 2 sales instead of 3,

There is no argument in my mind that you can't control your retail
stocks by funding them with consumer funds. I don't think the argument
that you have to have a retail stock fund to really give you control will
stand up,

QUESTION: In your closing remarks, Mr, Riley, you spoke of the
need for ultimate consolidated defense. I wonder if you would care to be
a little more specific as to where you think we are going in the supply
area,

MR. RILEY: I think some day we are going to have a single service
under a single boss. When we do that, it will force us to have a really
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integrated logistics operation. The Reorganization Act of 1958, in

my opinion, was a small step in that direction. ¥ took the unified
commands and dignified them. These are our fighting people. These
are the people who fight, On the other side of the house we've got all
the logistics set-ups. Under the present guidelines, each millitary ser-
vice is still responsible for supplying its own forces in the unified
commands.

I have been overseas lately to check some of these questions out
in my own mind. I would imagine this has complicated things somewhat,

By this step that we have taken in the Reorganization Act of 1958,
it seems to me we are going to throw a big spotlight on these tentacles
that go down into the unified commands and force up the military services,

I think it will come. W e'll have a really unified Department of
Defense. I wouldn't care to guess how long it will take us to get there,
but, the way I read the signs, the pressures for it are not lessening;
they are getting stronger.

QUESTION: Sir, the $2.5 billion that you quoted there for running
the supply system seems like a rather large fund, Would you discuss
that? Also, just what does this $2.5 billion include--what segments
of the supply system ?

MR. RILEY: It includes every account we could pick up from the
‘budget backup from all military services, It includes the cost of your
people, your money, your warehouses, your inventory control points,
Those are the essential items.
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STUDENT: Does it include people in the service departments of
the Pentagon, or is it strictly supply ?

MR. RILEY: It's strictly supply. It's taken out of the Q&M accounts
of each of the services, to the extent that we can identify it. Our budget
system is not so refined that we can say that this figure is correct right
down to the last dollar. I know, for example, that expenditures against
these same accounts that we added up here last year for fiscal 1959
- came to $2,1 billion, This 2.5 is an obligation figure for 1959, But
it's close enough. Iagree with youf that it is big.

QUESTION: In your argument against the use of retail stock funds
on these particular items that you are talking about, can't that be
amplified and used as an argument against the use of consumer funding
as such, and take the burden off the user completely, instead of just
restricting it to just a rather small number of items ?

MR, RILEY: There might be some people who would argue that
way. Idon't think they would get very far with it, Except under war-
time conditions, I am pretty well convinced that the free-issue days
are gone for every item in our supply system. From what I have seen
in posts, camps, and stationg throughout the United States, I thin.ljht is
safe to say that the funding of retail stocks--putting a price tag on it,
having financial inventory control reports com ing up through channels,
where commanders at all levels can take a look at them—has had g
beneficial effect in reducing inventories at the retail level., I can cite
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you many examples where commanders for the first time realize
what they have in their warehouses in posts, camps, and stations,
and put on some vigorous drives to get rid of the stuff. They have
done a good job,

What has happened, I think, is that we started out with the amend-
ment to the Unification Act of 1948 and we had practically no uniform
type of accounting, Then, for the last 10 or 12 years, we have rushed
madly through the accounting areas to set up all kinds of accounting
controls. We are at a point today where we have to back off now and
také a look at what we have, particularly as the accounting system
relates to our supply controls, to determine whe‘her or not we are going
too far,

But I don't think that at any time in the 1ear future we will get hack
to free issue to the extent that we will aliminate cousumer funding for
our stocks.

QUESTION: About iwo weeks ago T h1ad the experience of going out
to fly a Navy jet, Itook my Air Force P-helmet along and found that,
‘if I got in the back seat with one of the naval mermbers of the class hers,
it wouldn' plug i1, There is 2 3am toial of 1 fference in the parts, leaving
out the aircraft circuit for the]‘k'adio, itself. We use three parts and they

, o
use five. The Navy pilot couldn’t'%:awg into our radio, and we couldn't
Kg into his. This was a trainer, comparable to our T-33, only it's

a little later type of aircraft. In this unified command operation, it
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seems that, outside of the economics of supply, this is going fo become

an important thing, in being able to manage and supply in the field, Is

your Standardization Program going to be effective? Will you comment
on what you are doing in this line?

MR. RILEY: I certainly hope it will be effective. One of its primary
purposes iﬁto get at the very problem you are talking about; to standardize
so that you can have one plug-in fixture that will fit several types of air-
craft, or be useful in several types of helmets.

The Standardization Program has done a lot of good in a number
of areas, We have standardized many items. We have gotten rid of
differences between items that are really not necessary. But we still
have a long way to go.

We think, for example, that having a single manager really
emphasizes standardization, because here you have one inventory con-
trol peint that can look at all of these items, can pick up and catalog
the stock of several services, and can quickly identify the minor differ-
ences or unnecessary differences between items, spotlight them, raise
questions, and get agreements to standardize on a single item.

QUESTION: In connection with your last comment, would you care
to give us the status of the single manager assignment for electronic
items ?

MR, RILEY: The status of that is that the A¥ med Forces Supply
Suppert Center has been directed to make a comprehensive study of this
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whole electronics area to determine whether or not this commodity
group is amenable to the single manager assignment, It will take them
8 or 9 months to do that job. This is going to be a really hairy area,

QUESTION: In your concept of single service supply support, how
would you envision the handling of the supply support at the individual
service installations, which have now become fairly large ?

MR, RILEY: Iam not sure I understood your question,

STUDENT: In other words, when you have one man in a certain
uniform at an Army, Navy, or Air Force installation handling Army,
Navy, or Air Force supply support business for that installation, it
wouldn't make any difference to you whether he was Army, Navy, or
Air Force., He would be a member of this fourth service handling the
supply support at the installation level,

MR. RILEY: You are talking now about if we ever came to one
service, with a really unified Department of Defense, I don't think it
would make any difference what color suit the man wore., We would want
a supply man down there who would receive material, store it, and supply
it, He could'wear any color suit he wanted. A lot of people feel that the
differences in uniform are things that ought tostay. Personally, I don't,
I think that the difference in uniforms and the difierences in insignia,
ribbons, and all these things, added up to contribute to our problem of
getting integrated,

QUESTION: Would you have technical knowledge of the operational
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requirements of the particular service at the installation level ?

MR. RILEY: We have people today in'the Department of Defense
who specialize in handling, buying, and storing special kinds of material,
When you put people together and put them under one boss, there ig no
change., You still utilize the same people. We wouldn't destroy any-
body's supply capabilities,

QUESTION: Going back to your prognostication of the single
service, this would sure spoil the formal affairs, where we would have
only one formal uniform and would lose all the colorful display we now
get. I wonder whether you will extend your prognostication to the
Office of the Secretary of Defense (S&L)} under this single service, You
wouldn't have anybody to coordinate, )

MR, RILEY: Well, under my prognosis of this whole thing, I would
say that we would have a lot less people at the OSD level. I have been
convinced that the reason we have so many people at OSD is because of
the services and OSD pulling and hauling at each other all the time., It
takes people to pull tiiem apart, If we could knock all that off, we wouldn't
then need all the people we have, You would still have a civilian control
level at the top echelon of the Department of Defense,

STUDENT: That's what I was leading to. Would you continue to be
a staff or do you vizualize there being a line control then ?

MR. RILEY: I would visualize the civilian control, the supreme
authority, to rest as it does-today, in the President and in the Secretary
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of Defense. The Secretary of Defense would need some small staff
with assistance capability, much as he has today, but on a smaller
scale, We would have, I think, a real Joint Staff, a military staff,
and from there operations to the staff.

QUESTION: 8ir, I can appreciate some of the good things that
your office has done, where you coordinate actions previously taken
by the services individually, but from your speech I gather the impression
that you are also going down into the individual services to check on
what I might call their efficiency or their method of operation, which
is purely internal and peculiar to the particular service, I am sure
that you can find some things down there, if you do that, that you can
improve. But we already have the Army Audit Agency for the Army,
and we have the General Accounting Office doing that, and we have the
Deputy Chief of Staff for Logistics in the Army, and a whole host of
people who are doing that, It seems to me that we could get too many
people doing it. Are you careful to stay out of the individual services!
business, or do you get into it2

MR. RILEY: Well, as a matter of fact, we are not gumshoers.
We don't go out purposely to conduct any policing type of operation.

In the first place, we don't have the staff to do it in S&L. We get out
as frequently as we can and look at some of thege operations, We are
primarily concerned about whether the policy that we have put out is
good or bad. A part of it is, of course, seeing that the policy has been
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adequately implemented. We are not looking for horrible examples,
I don't think we come in the same category as the Army Audit Agency,
the GAO, and the other types of agencies.

STUDENT: I was thinking of your remark that your office has
developed a method of shipping one package overseas to satisfy require-
ments. It seems to me that, as long as we have three separate services,
there should be an individual service to do the research and development
and to determine whether that is advantageous or not. If you take it over,
then we either have duplication or we will withdraw from that field,

MR, RILEY: If I gave you the impression that we were taking this
over, that's wrong. That is not what I intended to say. The projects
that we are working on, that one and the others that I discussed, are being
conducted jointly with the military services. We may come up with an
idea and go down to talk to somebody, say, for example, General Magruder
in the Army, and say that we think this is a good idea. Then we get
together and get some people qualified technically and start looking at
this to see whether it can be done. We get a project set up, get a working
group on it, and try to achieve and get implemented the idea that we
started with.

In our office, to my knowledge, including the other directors of
S&L, nobody attempts to sit back with his heels on the corner of the
desk and &m up things and then try to force them down into the ser~
vices without first checking them out pretty thoroughly and getting the
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services to work together with us.

In my own area I think we have been preity successful in the last
couple of years in getting service cooperation. We work very well
together, and I think we have accomplished quite a bit.

QUESTION: In your second point of your objectives for this year
you indicated that you are going to try to categorize your system as to
local management and integrated manpower, or local purchase from
GSA or GSA management. Can you tell us, in view of the fact that the
Army has just gotten the assignment fér common-supply items, what
you visualize GSA is going to do now?

MR, RILEY: I was wondering when somebody would get to that.

It is conceivable, in the Army's assignment for general supplies, that,
under our criteria, if they are applied objectively—and we hope they will
be--a lot of the items can fall to GSA, I personally believe that the
Department of Defense should;hot put in its budget the dollars to support
a supply system that somebod:y else can support, It is that simple,

I think we make a mistake when we do that, A lot of this stuff about
GSA being unable to furnish us with effective support I don't believe,
This is one of the old clichds I mentioned, I think, given the job, the
staff, and the facilities, GSA can support us on a lot of items, on a lot
more items than we are getting from them today. I think the Air Force
has pretty well proved that,

MR, HENKEL: Mr. Riley, you have given us an excellent presentation
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and a lot of food for thought. On behalf of the Commandant, thank you

very much,
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