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MODERN M A T E R I E L  MANAGEMENT 

7 D e c e m b e r  196D 

ADM. PATRICK:  At th i s  t ime  we move  in to  a new a r e a  of our  

co l l ege  c o u r s e s ,  and i t ' s  m y  p l e a s u r e  to get  the Chief  of our  M a n a g e m e n t  

D iv i s i on  up he re  now to s t a r t  us off with a p r o p e r  p e r s p e c t i v e  for  what  

i s  coming .  Colone l  Keach.  

COL. KEACH: I t ' s  an unexpec ted  p l e a s u r e  to be i n t r o d u c e d  by 

the A d m i r a l ,  I ' l l  a s s u r e  you.  

Good morn ing ,  young lady.  Good m o r n i n g ,  g e n t l e m e n .  

Where  were  you on the m o r n i n g  of 7 D e c e m b e r  19417 I shall- 

n e v e r  f o rge t  tha t  occas ion ,  because  I was in the bomb bay  of a B-18 

heavy  b o m b a r d m e n t  a i r c r a f t ,  s u r r o u n d e d  by f r e s h  vege t ab l e s ,  f r e s h  

f ru i t s ,  and b u t t e r m i l k .  We were  en rou te  f r o m  M i a m i  to Bor inquen  Fie ld ,  

P u e r t o  Rico, f ly ing  at  about  6, 000 feet ,  a t  the t r e m e n d o u s  speed  of 120 

m i l e s  pe r  hour ;  and I was r e a d i n g  and l i s t en ing  to the r a d i o .  ~ p p e n e d  

to be a good m u s i c  p r o g r a m  on. Suddenly the p r o g r a m  was i n t e r r u p t e d  

and I h e a r d  these  words :  " P e a r l  Ha rbo r  has  been  bombed.  I t ' s  w a r . "  

Not only  did th i s  m a r k  the m o s t  d e s t r u c t i v e  war  tha t  the wer ld  has  

e v e r  known, but i t  a l so  m a r k e d  the beginning  of a r e v o l u t i o n  in s c i e n c e  

and t echno logy  which  is  d r a s t i c a l l y  r e s h a p i n g  the wor ld  today .  T h e r e  is  

h a r d l y  a f ie ld  in the p h y s i c a l  s c i e n c e s  or  in the l ife and s o c i a l  s c i e n c e s  

which  is  not  changing.  E v e r y  day we see  ev idence  of t h ~ x p l o s i v e  g rowth  

of knowledge;  and i t  cha l l enges  our  imag ina t i on ,  our  ab i l i ty ,  and our  

j u d g m e n t .  



C o n t r a s t ,  i f  you  wi l l ,  the  B-18 in  w h i c h  I w a s  r i d i n g  j u s t  a s h o r t  

n i n e t e e n  y e a r s  a g o - - a n d  I m i g h t  s a y ,  a l l  too s h o r t  a t  t h i s  p o i n t - - w i t h  

a m o d e r n  b o m b e r  today ,  w h i c h  i s  c a p a b l e  of f l y i n g  at  a l t i t u d e s  of 50, 000 

f ee t  o r  h i g h e r  a t  s u p e r s o n i c  s p e e d s .  T h i n k  of the  t r a n s i t i o n  f r o m  the  

1 2 0 - r n i l l i m e t e r  a n t i - a i r c r a f t  gun to the  m o d e r n  g r o u n d - t o - a i r  m i s s i l e  

w h i c h  we have  now.  O r  t h i n k  of the  e v o l u t i o n  f r o m  the  p ig  b o a t  to 

the  P o l a r i s  s u b m a r i n e .  

A s  d r a s t i c  and  d r a m a t i c  a s  t h e s e  c h a n g e s  have  been ,  a l l  i n d i c a -  

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

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

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

s u p p o r t  w h i c h  t h e y  r e q u i r e .  W i l l  m a n a g e m e n t  be ab le  to k e e p  p a c e  w i th  

t h i s  r e v o l u t i o n ?  O r  a r e  we c r e a t i n g  a F r a n k e n s t e i n  w h i c h  m a y  w e l l  

l e a d  to  e c o n o m i c  c h a o s  ? 

D u r i n g  t h i s  p e r i o d  I a m  go ing  to h i g h l i g h t  s o m e  of the  f a c e t s  of 

m a t e r i e l  m a n a g e m e n t  to  a l e r t  you to a r e a s  to e x p l o r e  in  y o u r  r e s e a r c h ,  

y o u r  s tudy ,  and  in  y o u r  q u e s t i o n s  to ou r  g u e s t  l e c t u r e r s  and  p a n e l i s t s  

who a r e  e x p s r t  in  t h i s  f i e l d .  I t  i s  m y  s i n c e r e  hope t h a t  you  w i l l  be 

i n q u i s i t i v e ,  a l e r t  fo r  new i d e a s  and  m e t h o d s  fo r  i m p r o v i n g  o ld  o n e s  

a s  we p r o g r e s s  t h r o u g h  t h i s  

T h e r e  w i l l  no t  be a q u e s t i o n  p e r i o d  f o l l o w i n g  t h i s  l e c t u r e .  H o w e v e r ,  

C o l o n e l  M o r g a n  w i s h e s  to t a l k  to  you fo r  a few m i n u t e s  r e l a t i v e  to m a t e r -  

i a l  in  the  c l a s s i f i e d  l i b r a r y .  

F i r s t ,  l e t ' s  s e e  w h y  we s t u d y  m a t e r i e l  m a n a g e m e n t .  The  o b j e c t i v e s  
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of th is  uni t  a r e :  

1, to give an i n s igh t  in to  the p r i n c i p l e s ,  s y s t e m s ,  and p r o c e d u r e s  

i nvo lved  in p rov id ing  m a t e r i e l  suppor t  fo r  our  na t i ona l  s e c u r i t y  p r o g r a m ;  

2, to p rov ide  an a p p r e c i a t i o n  of the ro l e  of i ndus t ry ,  in  the e c o n o m y  

and in na t i ona l  s e c u r i t y ;  and, 

3, to ga in  an u n d e r s t a n d i n g  of the r e l a t i o n s h i l ~ b e t w e e n  the p rob -  

l e m s  invo lved  in the m a n a g e m e n t  of m i l i t a r y  m a t e r i e l  p r o g r a m s  and 

the m a n a g e m e n t  of i n d u s t r y  and the na t iona l  e c o n o m y .  

This  s tudy  wi l l  p rov ide  you the oppor tun i ty  to ana lyze  and u n d e r -  

s tand  the funct ioning  of i n d u s t r y .  I t  wi l l  enable  you to r e v i e w  the 

i n f l uences  of our  economic  and o the r  i n s t i t u t i ons  tha t  have a h e a r i n g  on 

our  m i l i t a r y  p r e p a r e d n e s s  and our  na t i ona l  s e c u r i t y .  F ina l ly ,  i t  wi l l  

enab le  you to l e a r n  s o m e t h i n g  of the s i gn i f i cance  and r e l a t i o n s h i p  be tween  

r e s e a r c h  and deve lopment ,  t e c h n o l o g i c a l  p r o g r e s s ,  and the o v e r a l l  

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

An u n d e r s t a n d i n g  of t hese  a r e a s  i s  e s s e n t i a l  to a b a l a n c e d  s tudy  

of the e c o n o m i c s  of na t i ona l  s e c u r i t y ,  which,  of c o u r s e ,  i s  the pu rpose  

of your  y e a r ' s  c o u r s e  h e r e  at the Col lege .  

how Unit  IV f i t s  into your  y e a r ' s  c o u r s e .  

Speaking of th i s ,  l e t ' s  see  

You wi l l  r e c a l l  tha t  in Unit I, which  was t i t l ed  "Founda t i ons ,  " 

you s tud ied  g o v e r n m e n t  o r g a n i z a t i o n  and i n t e r a g e n c y  r e l a t i o n s h i p s  and 

r e c e i v e d  a r e f r e s h e r  c o u r s e  in ba s i c  e c o n o m i c s ,  In Unit  II, " N a t i o n a l  

S e c u r i t y  Ob jec t ives ,  R e q u i r e m e n t s ,  and P r o g r a m s , "  you s tud ied  the 
for  n a t i o n a l  s e c u r i t y  

m e t h o d s  by which our  po l i c i e s ,  ob jec t ives ,  and r e q u i r e m e n t s ~ a r e  d e t e r -  



m i n e d ,  and  how our  p r o g r a m s  and  b u d g e t s  a r e  d e v e l o p e d .  In the  un i t  

w h i c h  you h a v e  ju s t  c o m p l e t e d ,  Un i t  ILI, you s t u d i e d  ou r  h u m a n  and  p h y s -  

i c a l  r e s o u r c e s .  T h e r e  you c o n s i d e r e d  ou r  w e a l t h  in r e s o u r c e s  wi th  

r e s p e c t  to t h e i r  a v a i l a b i l i t y  fo r  h e l p i n g  u s  to m e e t  ou r  r e q u i r e m e n t s  

t o w a r d  a c c o m p l i s h m e n t  of ou r  o b j e c t i v e s .  Un i t  HI d id  not ,  h o w e v e r ,  

d e a l  wi th  the  a p p l i c a t i o n  of r e s o u r c e s  to ou r  n a t i o n a l  s e c u r i t y  p r o g r a m s .  

In Uni t  IV, w h i c h  you a r e  now b e g i n n i n g ,  we do c o n s i d e r  the  a p p l i c a t i o n  

of our  r e s o u r c e s ,  e f f o r t s ,  m a t e r i a l ,  and  m a n p o w e r  t o w a r d  m e e t i n g  

o u r  o b j e c t i v e s .  In s h o r t ,  we wi l l  be  c o n c e r n e d  c h i e f l y  wi th  m a n a g i n g  

a l l  ou r  r e s o u r c e s  r e q u i r e d  to g ive  us  n a t i o n a l  s e c u r i t y .  

A l t h o u g h  we w i l l  c o n c e n t r a t e  on the  m i l i t a r y  a s p e c t s ,  we wi l l  not  

o v e r l o o k  the  o t h e r  a s p e c t s  of t h i s  as  w e l l .  In fac t ,  one of ou r  k e y  a r e a s  

of i n t e r e s t  in  Uni t  IV, and  our  e n t i r e  c o u r s e ,  i s  ou r  o v e r a l l  e c o n o m i c  

w e l l  b e i n g .  I a m  s u r e  t h a t  you r e c o g n i z e  t h a t  t h e r e  i s  a s t r o n g  i n t e r r e l a -  

t i o n s h i p  b e t w e e n  the  c i v i l i a n  e c o n o m y  and our  m i l i t a r y  m a t e r i e l  p r o g r a m s ,  

a s  bo th  a r e  d e p e n d e n t  upon  the  s a m e  i n d u s t r i a l  b a s e .  

In l a t e r  un i t s  of the  c o u r s e ,  s u c h  as  t h o s e  d e a l i n g  w i t h  e c o n o m i c  

s t a b i l i z a t i o n ,  e c o n o m i c  c a p a b i l i t y ,  and  p a r t i c u l a r l y  in  y o u r  f ina l  p r o b l e m ,  

I a m  s u r e  t ha t  you w i l l  f ind  the  t h i n g s  w h i c h  you have  l e a r n e d  in  Un i t  IV 

to be m o s t  he lp fu l .  

L e t  us  now t u r n  o u r  a t t e n t i o n  to  the  m a g n i t u d e  of t h i s  t a s k  w h i c h  

we c a l l  m a t e r i e l  m a n a g e m e n t .  M r .  C. W. B o r k l u n d ,  E d i t o r  of  " A r m e d  

F o r c e s  M a n a g e m e n t , "  pu t s  i t  t h i s  way:  

" I t  i s  h a r d l y  any  s e c r e t  t ha t  a new  type  of b u s i n e s s  e x e c u t i v e  
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has come into being since World War H--the military man, usually 

with an eagle or some stars on his shoulders, or a high-level 

civil service rating in his pocket--who is charged with :~helping :to manage 

the largest business operation ever known in this country." 

These figures, which, of course~ you won't remember, but which 

you will be seeing again as you go through your reference material, will 

give you some idea as to the size and complexity of the operations we 

are discussing:. We are talking about management of over 150 billion 

dollars worth of real and personal property. We are talking about the 

6.7 million procurement actions annually which are required for the 

procurement of from 22 to 25 billion dollars worth of supplies, equip- 

ment, and weapons, with lead times ranging to two to ten or more years. 

We are talking about the management of an annual one and one-half 

billion dollar military assistance program in more than forty countries 

throughout the world. We are talking about an inventory valued at 

more than 44 I]2 billion dollars, which contains more than 3 1]2 million 

items. We are talking about a supply inventory which requires 585 million 

square feet of storage apace throughout the world. We are talking about 

an annual disposal of surpluses with an acquisition cost of from 8 to i0 

billion dollars. Would you believe that the Department of Defense sells 

approximately 300 million dollars worth of junk each year? We are 

also talking about the 8 I/2 million people and their families that are 

directly affected by Defense Department policies and procedures, and 

t he  m o r e  t h a n  one hal2" m i l l i o n  peop l e ,  who d e v o t e  t h e i r  t i m e ,  l a b o r ,  and  
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thought  to m a k i n g  the s y s t e m  o p e r a t e .  

It  i s  our in ten t ion  du r ing  the conduct  of t h i s  uni t  to cove r  a l l  f a c e t s  

of m a t e r i e l  m a n a g e m e n t .  However ,  i t  i s  m o s t  i m p o r t a n t  tha t  you a p p r o a c h  

t h i s  s tudy  wi th  an open m i n d  and t h a t  you be a l e r t  for  i m p r o v e m e n t s  or  

c h a n g e s  which  can  be m a d e .  

Here  a r e  some  b a s i c  c o n s i d e r a t i o n s  tha t  m u s t  be t aken  into  accoun t  

in the deve lopmen t  and e m p l o y m e n t  of m a t e r i e l  m a n a g e m e n t  s y s t e m s .  

In connec t ion  with  the d e v e l o p m e n t  and p roduc t ion  of i t e m s  pecu l -  

i a r  to m i l i t a r y  use ,  what  i s  the  b e s t  me thod  for  g u a r a n t e e i n g  a p r o p e r  

p roduc t i on  base  which  i s  m o s t  r e s p o n s i v e  to our  need  at the  l e a s t  o v e r a l l  

co s t  to the G o v e r n m e n t ?  Is  i t  b e t t e r  to m a i n t a i n  p roduc t ion  l i n e s  t u r n -  

ing out m i l i t a r y  i t e m s  at  j u s t  l a r g e  enough r a t e  to keep  t h e m  r u n n i n g ?  

Or  i s  i t  b e t t e r  to p roduce  in quant i ty ,  s tockp i l e ,  c lo se  the p roduc t i on  

l i nes ,  and then  r e t o o l  t h e m  for  the  m a n u f a c t u r e  of o the r  i t e m s  ? 

E a c h  one of t h e s e  s y s t e m s  has  i t s  a d v a n t a g e s  and e a c h  has  i t s  

d i s a d v a n t a g e s .  The f i r s t  me thod  obv ious ly  b r i n g s  on u n e c o n o m i c a l  p r o -  

c u r e m e n t ,  a l though i t  does a s s u r e  a p roduc t i on  base  in be ing .  The second  

m e t h o d  wi l l  i n e v i t a b l y  l ead  to a lot of o b s o l e s c e n c e  in  our  i n v e n t o r y .  

Th i s  can  r e s u l t  in  u n a c c e p t a b l e  was te  and cos t .  

Thus  fa r  I have been  t a l k ing  about  p r i v a t e l y  owned i n d u s t r y .  J u s t  

w h e r e  does  our  a r s e n a l  s y s t e m ,  tha t  we have u n d e r  con t ro l  of the m i l i -  

t a r y ,  f i t  into our  p roduc t ion  b a s e  ? 

Ano the r  c o n s i d e r a t i o n  in  the a r e a  of m a t e r i e l  m a n a g e m e n t  is  the 

d e t e r m i n a t i o n  of w h e t h e r  we shou ld  m a n a g e  t h rough  func t iona l  o r g a n i z a -  
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t i on  or  t h r o u g h  i t e m  c o n t r o l .  Wha t  f a c t o r s  e n t e r  in to  s u c h  d e t e r m i n -  

a t i o n  fo r  the  v a r i o u s  c a t e g o r i e s  of i t e m s ,  w e a p o n s ,  and  w e a p o n  s y s t e m s  ? 

Is  i t  i n e v i t a b l e  t h a t  i t e m  c o n t r o l  and  f u n c t i o n a l  c o n t r o l  m u s t  w o r k  a t  

c r o s s  p u r p o s e s ?  How a r e  d e c i s i o n s  m a d e  in  the  S e r v i c e  a s  to  w h i c h  

s y s t e m  to  u s e  fo r  a p a r t i c u l a r  i t e m  o r  w e a p o n  s y s t e m  ? When  in  the  

l i fe  c y c l e  of an  i t e m  i s  i t  e s s e n t i a l  t h a t  f u n c t i o n a l  c o n t r o l  be  s u b o r d i n a t e d  

to i t e m  c o n t r o l ?  

A n o t h e r  a r e a ,  t h a t  we have  h e a r d  so  m u c h  abou t  r e c e n t l y - - a n d  

you  can  be s u r e  t h a t  w e ' r e  go ing  to h e a r  a lo t  m o r e  abou t  i t  d u r i n g  the  

n e x t  s e s s i o n  of C o n g r e s s - - i s  the  q u e s t i o n  of o v e r a l l  c e n t r a l i z e d  c o n t r o l  

in  m a n a g e m e n t ,  a s  o p p o s e d  to d e c e n t r a l i z a t i o n .  F o r  i n s t a n c e ,  wha t  

i s  the  r e a l  d i f f e r e n c e  b e t w e e n  the  A i r  F o r c e  c o n c e p t  of s y s t e m s  m a n a g e -  

m e n t ,  a s  d e f i n e d  in  i t s  375 s e r i e s  r e g u l a t i o n s ,  and  t h a t  of the  A r m y  and  

N a v y  in  t h e i r  t e c h n i c a l  s e r v i c e s  and  b u r e a u s ?  

An e f f e c t i v e  m a t e r i e l  m a n a g e r  m u s t  o r i e n t  h i s  e f f o r t  so  t h a t  h i s  

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

o b s o l e s c e n c e  t h a n  on t h o s e  of m o r e  s t a b l e  i t e m s  i f  he i s  go ing  to do an  

e c o n o m i c a l  job of m a n a g e m e n t .  W h a t  a r e  the  m e c h a n i c s  u s e d  in  the  

s e r v i c e s  fo r  p o l i c i n g  s u c h  s y s t e m s ,  and  how e f f e c t i v e  a r e  t h e y ?  How 

does  t h i s  c o n t r i b u t e  to o u r  o v e r a l l  r e a d i n e s s  p o s t u r e  w i t h i n  l i m i t e d  b u d g e t s  ? 

the  
In s u p p l y - c o n t r o l  o p e r a t i o n s - . /  m a j o r  e l e m e n t s  of the  t a s k r - ~ s u e h  

a s  r e q u i r e m e n t s  d e t e r m i n a t i o n ,  r e q u i s i t i o n i n g ,  p r o c u r e m e n t ,  i s s u e ,  s t o r -  

age ,  s a l v a g e ,  and  r e p l a c e m e n t ,  we of ten  f ind  t h a t  the  l o w - c o s t  i t e m s  

r e c e i v e  j u s t  a s  m u c h  m a n a g e m e n t  e f f o r t  a s  do h i g h - c o s t  i t e m s .  How 
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can  the m a n a g e r  avoid  t h i s ?  And how does he a s s u r e  tha t  h is  supply  

s y s t e m  and his  supply  p ipe l ine  a r e  so g e a r e d  to the demands  p l ac ed  

upon t h e m  tha t  h is  s y s t e m  wi l l  r e s p o n d  a u t o m a t i c a l l y  to the m o s t  p r e s s i n g  

re  q u i r e m e n t s  ? 

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

be a v e r y  c lose  r e l a t i o n s h i p  be tween  a l l  a s p e c t s  of the l o g i s t i c a l  suppor t  

o p e r a t i o n .  The r a t e  of consumpt ion ,  expend i tu re ,  a t t r i t i on ,  o r  obso-  

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

i t s  flow th rough  the supply  s y s t e m ,  i t s  p lan  of m a i n t e n a n c e  and rebu i ld ,  

i t s  m e t h o d  of m o v e m e n t  t h rough  the s y s t e m ,  tha t  is ,  r ou t ine  or  p r e m i u m  

t r a n s p o r t a t i o n ,  and, f ina l ly ,  i t s  r e p l a c e m e n t  and e l i m i n a t i o n  f r o m  the 

s y s t e m .  What a r e  the c r i t e r i a  u sed  by the s e r v i c e s  in the e s t a b l i s h m e n t  

and o p e r a t i o n  of t he se  a s p e c t s  of our  l o g i s t i c a l  s u p p o r t ?  

Op t imum use  of p r e m i u m  t r a n s p o r t a t i o n ,  such  as  l o n g - d i s t a n c e  

and l a r g e - c a r g o  lif~ by a i r ,  should  r e s u l t  in do l l a r  sav ings  t h rough  r e d u c e d  

s tock  l eve l s ,  r e d u c e d  handl ing  a n d  r e h a n d l i n g  of supp l i e s  and equ ipment ,  

and a r e d u c e d  need  for  packag ing  m a t e r i a l .  We m u s t  keep in mind,  how- 

e v e r ,  tha t  t h e r e  i s  a cutoff  point  on the e c o n o m i c a l  use  of th i s  type of 

t r a n s p o r t a t i o n .  How do we manage  and con t ro l  th i s  in  the ~ e r v i c e s  ? 

What do the f a c t o r s  of ava i l ab i l i t y ,  h igh cost ,  and p r o c e d u r e s  for  a l lo -  

ca t ion  of h i g h - p r e m i u m  t r a n s p o r t a t i o n  have to do with the d e t e r m i n a t i o n  

of how th is  c apab i l i t y  i s  u t i l i z ed  in our  o v e r a l l  m a n a g e m e n t  s y s t e m ?  

What a r e  the f a c t o r s  which make  p e a c e t i m e  ope ra t i on  of our  

m a t e r i e l  m a n a g e m e n t  s y s t e m  so d i f f e r en t  f r o m  w a r t i m e  o p e r a t i o n ?  
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The S e c r e t a r y  of the A r m y ,  in  h is  1954 p lan  for  r e o r g a n i z a t i o n  of the 

A r m y ,  made  th i s  s i g n i f i c a n t  s t a t e m e n t  about  the i n s u f f i c i e n t  r e c o g n i t i o n  

of l o g i s t i c s  in  the a c t u a l  t e s t  of war :  " F o r  both m a j o r  w a r s  fought  in 

a l  
t h i s  c e n t u r y  the  A r m y  has  had to change i t s  o rgan i za t i onAs t ruc tu r e  

r a d i c a l l y  in o r d e r  to p e r f o r m  unde r  w a r t i m e  cond i t ions .  E a c h  t ime  the 

p r i m a r y  w e a k n e s s  was  in the l o g i s t i c s  a r e a . "  I wonder  if  we a r e  r e a l l y  

. a n y  better~ p r e p a r e d  today  to handle  th i s  t a s k  u n d e r  cond i t ions  of w a r .  

In r e c e n t  y e a r s  t h e r e  have been  m a n y  d e v e l o p m e n t s  wh ich  have 

a s s i s t e d  us  m a t e r i a l l y  in  our  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 .  I r e f e r  

to s u c h  too l s  as  ca ta log ing ,  s t a n d a r d i z a t i o n ,  and v a r i o u s  t ypes  of au to-  

m a t i c  d a t a - p r o c e s s i n g  s y s t e m s .  How a r e  t h e s e  and o the r  too ls  of m a n a g e m e n t  

be ing  used;  and what  can  we do to i m p r o v e  t h e i r  e f fec t ive  u t i l i z a t i o n  ? 

Now tha t  I have r a i s e d  m a n y  ques t ions  c o n c e r n i n g  the p r o b l e m s  

and c o n s i d e r a t i o n s  which  a r e  i n h e r e n t  in  our o r g a n i z a t i o n  and the func t ion-  

ing  of our  m a t e r i e l  m a n a g e m e n t  s y s t e m ,  le t  us  t u r n  our  a t t en t ion  to s o m e  

of the c o m p l e x i t i e s  which  a r i s e  f r o m  o the r  s o u r c e s .  
an a r t i c l e  in 

In]the N o v e m b e r  i s s u e  of " A r m e d  F o r c e s  M a n a g e m e n t "  Defense  

S e c r e t a r y  Gates  made  th i s  s t a t e m e n t :  " T h e  m o s t  i m p o r t a n t  fact ,  and 

the one m o s t  of ten fo rgo t ten ,  i s  tha t  the  De fense  D e p a r t m e n t  doe's not  

e x i s t  by  i t s e l f ,  but  i s  a p a r t  of the E x e c u t i v e  Branch ,  which  i t s e l f  i s  in 

a g o v e r n m e n t  of c h e c k s  and b a l a n c e s  r e s p o n s i b l e  to the  people .  F i n a l  

m i l i t a r y  p lans  and p r o g r a m s  cannot  be a r r i v e d  at  jus t  wi th in  the P e n t a -  

gon.  P l a n s  and p r o g r a m s  a r e  a f fec ted  by the s t r e s s e s  and s t r a i n s  e x i s t -  

ing  in  the l a r g e r  f r a m e w o r k . "  
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One type of c o m p l i c a t i o n  a r i s e s  f r o m  c o n g r e s s i o n a l  i n t e r e s t ,  

which m o s t  c e r t a i n l y  adds to the c o m p l e x i t y  of the m a t e r i e l  m a n a g e r ' s  

t a s k .  I r e f e r  to such  a r e a s  as  weapon s y s t e m s ,  f o r ce s ,  a p p r o p r i a t i o n s ,  

p r o c u r e m e n t ,  e s t a b l i s h m e n t  or  d i s e s t a b l i s h m e n t  of pos ts ,  depots ,  hos -  

p i t a l s ,  and r e g u l a t o r y  l e g i s l a t i o n  such  as  the Buy A m e r i c a n  Act,  a id  

to s m a l l  b u s i n e s s ,  and aid to l a b o r - d e p r e s s e d  a r e a s ,  to name  but a 

few. Also  I do not need  to r e m i n d  th i s  aud ience  tha t  dur ing  our  annua l  

budget  h e a r i n g s ,  C o n g r e s s  ge ts  c o m p l e t e l y  into the de t a i l s  of our  m i l i -  

t a r y  p r o g r a m s .  

Var ious  c o m m i t t e e s  of C o n g r e s s  too, such  as  the G o v e r n m e n t  

O p e r a t i o n s  C o m m i t t e e ,  spend a g r e a t  dea l  of t ime  e x a m i n i n g  our  d e c i s -  

ions ,  as  wel l  as our  a c c o m p l i s h m e n t s .  These  e x a m i n a t i o n s ,  p a r t i c u l a r l y  

in the a r e a  of dec i s ion  making ,  can be v e r y  e m b a r r a s s i n g  at  t i m e s .  

I t ' s  of ten v e r y  ha rd  to jus t i fy  dec i s i ons  made  a few y e a r s  back  in the 

face of even t s  tha t  have taken  p lace  dur ing  the ensu ing  y e a r s .  

Bureau  of the Budget  and T r e a s u r y  i n t e r e s t s  add to the c o m p l e x i t y  

of the t a sk  of the m a t e r i e l  m a n a g e r .  For  example ,  in  the a p p o r t i o n -  

m e n t  p r o c e s s  the s e r v i c e s  have a r e q u i r e m e n t  to c o m p l e t e l y  r e  j u s t i fy  

t h e i r  p r o g r a m s  to the Bureau  of the Budget  be fo r e  they  can  get  m o n e y  

tha t  has  a l r e a d y  been  a p p r o p r i a t e d  by C o n g r e s s .  This  one p r o c e s s  migh t  

cause  m a n y  of you to ag r ee  with E l b e r t  Hubbard,  who wro te  m a n y  y e a r s  

ago: "The  t y p i c a l  aud i to r  is  cold, pa s s ive ,  n o n c o m m i t t a l ,  wi th eyes  
of 

l ike codf ish ,  m inus  bowels ,  

h a s t e n  to r e m i n d  you, however ,  

pa s s ion  ~ or  a s e n s e  / h u m o r . "  I would 

tha t  the ac t i ons  t aken  by the Bureau  of 
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the Budget  a r e  an e s s e n t i a l  p a r t  of our  s y s t e m  of checks  and b a l a n c e s  

wi th in  the F e d e r a l  G o v e r n m e n t .  

I nc iden t a l l y ,  I noted  in  a r e c e n t  a r t i c l e  in F o r t u n e  Magaz ine  

• power  
t ha t  the grov~ng ~ ~ oI a u d i t o r s  in  p r i v a t e  b u s i n e s s ,  p a r t i c u l a r l y  in 

the a r e a  of execu t ive  dec i s ion ,  i s  due to the i n c r e a s i n g  c o m p l e x i t y  of the  

m o d e r n  i n d u s t r i a l  wor ld  and the need  for  g r e a t e r  e m p h a s i s  on accoun t -  

a b i l i t y  so as  to keep a g rowing  l i s t  of s t o c k h o l d e r s  i n f o r m e d .  C e r t a i n l y  

no b u s i n e s s  could be m o r e  complex  than  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 Defense ,  or  have m o r e  s t o c k h o l d e r s ,  the A m e r i c a n  publ ic ,  

who need  to be kept  i n f o r m e d .  Your co l league ,  Bi l l  Z ieh l ,  wi l l  have 

m o r e  to s a y  on th i s  sub j ec t  when he d i s c u s s e s  the m a n a g e m e n t  ro l e  of 

the  B u r e a u  of the  Budget  in  J a n u a r y .  

The Off ice  of the S e c r e t a r y  of De fense  has  an i m p o r t a n t  in f luence  

on our  S e r v i c e  m a t e r i e l  m a n a g e m e n t .  The p r o b l e m  of r o l e s  and m i s -  

s ions  i s  v e r y  i m p o r t a n t  in t h i s  a r e a ;  and the s e r v i c e s  look to the S e c r e -  

t a r y  of De fense  for  p r o g r a m  guidance  in  a l l  of t h e i r  m a n a g e m e n t .  

The m a t e r i e l  m a n a g e r ,  a long wi th  p l a n n e r s  and o p e r a t i o n s  p e r s o n -  

nel ,  i s  f aced  with  s u c h  p r o b l e m s  as  what  weapons  s y s t e m s  to develop  

and p r o c u r e ,  what  p r o j e c t e d  f o r c e s  to p lan  for ,  and what  s y s t e m  of 

l og i s t i c  suppo r t  to develop .  When and whe re  i s  t h e r e  an a c r o s s - t h e -  

b o a r d  look t aken  at  the f a m i l y  of weapon s y s t e m s  to be e m p l o y e d  in the 

s~ervices,  say ,  in 1970 or  '757  How does  the m a t e r i a l  m a n a g e r  get  the  

d e c i s i o n s  he needs  in  th i s  a r e a ?  

the r u l e  r a t h e r  than  the excep t ion ,  

11 

When he d o e s n ' t  ge t  t h e m - - a n d  t h a t ' s  

I would s a y - - h o w  does  he p lan  wi thout  
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t h e m ?  b e c a u s e  p lan  he m u s t .  
• p l ay ing  
F i n a l l y ,  the Jo in t  Ch ie f s  of Staff  i~re~a c o n s t a n t l y  i n c r e a s i n g  ro l e  

in ac t i ons  hav ing  a b e a r i n g  on m i l i t a r y  m a n a g e m e n t .  Chie f  among  t h e s e  

i s  the b a l a n c i n g  of m i s s i o n s  and f o r c e s  wi th  the  r e q u i r e m e n t s  and c a p a -  

b i l i t i e s  of a l l  the s e r v i c e s  and a l l  the o p e r a t i n g  c o m m a n d s  toward  a r r i v -  

ing at  an op t imum m i l i t a r y  r e a d i n e s s  p o s t u r e .  

ca l l ed  on for  b u d g e t a r y  advice  m o r e  and m o r e .  

T h e y  a r e  a l so  be ing  

And i t  won ' t  m a t t e r ,  

g e n t l e m e n ,  w h e t h e r  t h e y  a r e  ca l l ed  the Jo in t  Chie f s  of Staff  or  the Jo in t  

Staff  or  s o m e t h i n g  e l s e ,  you can bet  t h i s  i s  going to con t inue .  

The c o m p l e x i t i e s  which  I have c i t ed  dur ing  the p a s t  few m i n u t e s  

a r e  a l l  a p a r t  of our way  of doing b u s i n e s s ,  r e a l l y .  We c a n ' t  get  r i d  of 

t he se  c o m p l e x i t i e s ;  so we m u s t  l e a r n  to dea l  wi th  t h e m .  

Now, l e t ' s  look at  some  of the p r e s s u r e s  f r o m  outs ide  of G ove r n -  

m e n t .  P r e s s u r e s  get  v e r y  s t r o n g  in  the m a t e r i e l  m a n a g e m e n t  b u s i n e s s .  

We have to contend wi th  i n f l u e n c e s  of i n d u s t r i a l  and t r a d e  a s s o c i a t i o n s  

in the a r e a s  of s a l e s  and a d v e r t i s i n g ,  and wi th  v a r i o u s  lobby g roups  

e a g e r  to push  c e r t a i n  weapons  or  weapon s y s t e m s .  Al l  of you can ci te  

e x a m p l e s  of th i s ,  I ' m  s u r e .  L e t ' s  be a w a r e  of t he se  t y p e s  of p r e s s u r e s  

and i n f l u e n c e s .  Again,  we c a n ' t  e l i m i n a t e  them;  so l e t ' s  look at  our 

s y s t e m s  and see  i f  t hey  a r e  adequate  to cope wi th  the p o s s i b l e  i l l  e f f ec t s  

of t h e s e  types  of p r e s s u r e s  and i r ~ r e s t s .  

Thus  fa r  I have d i s c u s s e d  the n a t u r e ,  magn i tude ,  and c o m p l e x i t y  

and i m p o r t a n c e  of m a t e r i e l  m a n a g e m e n t .  Th i s  de f ines  the sub jec t  

r a t h e r  wel l ,  I th ink,  and s e t s  the  s t age  for  f u r t h e r  c o n s i d e r a t i o n .  
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Dur ing  th i s  uni t  we want  to f ind out as  m u c h  as pos s ib l e  about  the c u r r e n t  

s t a tu s  and t r e n d s  in m a t e r i e l  m a n a g e m e n t ,  and to shed  some  l ight  on 

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

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

concep t s ,  and i n c r e a s i n g  c o m p l e x i t y  and cost~ the m a t e r i e l  m a n a g e r  is  

p lagued  c o n s t a n t l y  with t h r e e  m a j o r  obs t ac l e s :  

wi th  changes  in qua l i t a t ive  needs .  ~ • ~he p l anes ,  

F i r s t ,  he m u s t  keep up 

sh ips ,  t anks ,  v e h i c l e s ,  

and a m m u n i t i o n  tha t  once did the job wi l l  no l onge r  suf f ice .  Second, 

he m u s t  keep the r i gh t  quan t i ty  of m o d e r n  and e f fec t ive  equ ipmen t  in h is  

i n v e n t o r y .  And, th i rd ,  he m u s t  contend  wi th  l i m i t e d  p e a c e t i m e  budget -  

a r y  suppor t .  

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

you c a n ' t  buy enough to r e p l a c e  e v e r y t h i n g  in your  supp ly  s y s t e m .  Nor  

can you d i spose  of the i t e m s  which a re  s t i l l  u s ab l e .  Thus  you have the 

p r o b l e m  of t r a i n i n g  p e r s o n n e l  fo r  m a i n t e n a n c e  of two or  m o r e  d i f f e r en t  

i t e m s ,  a r e q u i r e m e n t  for  d i f f e r en t  type supply  i t e m s  to suppor t  your  old 

and new equipment ,  while  at  the s ame  t ime  you m u s t  be mak ing  p lans  

fo r  phas ing  in  new m a t e r i e l  which  wi l l  be coming  into the s y s t e m  five and 

ten  y e a r s  in the fu tu re .  Of cou r se ,  du r ing  a l l  t h i s  your  da i ly  p r o b l e m s  

of d i s t r i bu t ion ,  m a i n t e n a n c e ,  s t o r age ,  m o v e m e n t ,  supply  con t ro l ,  and 

d i s p o s a l  cannot  be neg l ec t ed .  

Obv ious ly  we cannot  examine  a l l  the f ace t s  of m a t e r i e l  m a n a g e m e n t  

in g r e a t  de ta i l  dur ing  the p e r i o d  a l lo t t ed  to th is  uni t .  However ,  we wi l l  

e x a m i n e  in f a i r l y  good depth some  of the p r i n c i p l e s  beh ind  the s y s t e m s  
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t ha t  e n c o m p a s s  a l l  of t he se  func t ions .  We will  exp lo re  the m a n a g e m e n t  

sys ten~s f rom the v iewpoint  of the  po l i cy  c o n s i d e r a t i o n s  which have in-  

f luenced  t h e i r  deve lopment .  This  will  include the s y s t e m s  in use  in 

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

for  the e m e r g e n c y  produc t ion  of c r i t i c a l  i t e m s ,  and s o m e  of t h e i r  p r i n -  

c ipa l  log is t ic  s y s t e m s .  We will  a l so  ana lyze  s o m e  of the s y s t e m s  

e m p l o y e d  in joint  l og i s t i c s ,  such  as  the s ingle  m a n a g e r ,  the A r m e d  

F o r c e s  Supply Suppor t  Cen te r ,  and m a n a g e m e n t  within our  unif ied  

commands. 

At th i s  t ime  I would like to m a k e  a few o b s e r v a t i o n s  on the sub -  

jec t  of p r o c u r e m e n t .  M i l i t a r y  p r o c u r e m e n t ,  a s  we view it  h e r e  a t  the 

Colleges inc ludes  not only the p u r c h a s e  of m a t e r i a l s  and supp l i e s ,  but  

a l so  o the r  i m p o r t a n t  r e l a t e d  funct ions ,  such  as  p lanning,  p r o g r a m i n g ,  

s e l ec t i on  of c o n t r a c t o r s ,  p l a c e m e n t ,  a d m i n i s t r a t i o n  and t e r m i n a t i o n  

of c o n t r a c t s ,  a id  to c o n t r a c t o r s ,  and the coord ina t ion  r e q u i r e d  to i n s u r e  

e f f i c i ency  of ope ra t ion .  

It i s  in th is  a r e a  tha t  m a n y  of the f a c t o r s ,  which I p r e v i o u s l y  m e n -  

t ioned,  caus ing  complex i t y  in the t a s k  of the m a t e r i e l  m a n a g e r  come 

into p lay .  One m a j o r  p r o b l e m  in th i s  a r e a  s t e m s  f r o m  the A r m e d  F o r c e s  

P r o c u r e m e n t  Act  of 1947. This  law r e q u i r e s  tha t  a l l  c o n t r a c t s  be 

a w a r d e d  to the lowes t  r e s p o n s i b l e  b idde r .  However ,  t h e r e  a r e  17 condi -  

t ions  unde r  which c o n t r a c t s  m a y  be nego t i a t ed .  O v e r  the y e a r s ,  u s ing  

the excep t ions  as  au thor i ty ,  the s e r v i c e s  have nego t i a t ed  the bulk, d o l l a r -  

w i se ,  of t he i r  c o n t r a c t s .  The C o n g r e s s  has  v iewed  this  nego t ia t ion  
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with grave misgiving, in fact, open hostility. The services have stoutly 

defended their position, but the argument is far from concluded. You 

will hear more about this too as your course develops. 

Another very troublesome area in procurement might be lumped 

under the general heading of cost principles. It is generated by the desire 

of the procurement agency to get as much as possible for its money, 

r u n n i n g  h e a d  on in to  the  c o n t r a c t o r ' s  d e s i r e  to  m a x i m i z e  h i s  p r o f i t .  

The  v a r i a t i o n s  and  r a m i f i c a t i o n s  of t h i s  deba t e  a r e  e n d l e s s .  S u c h  i s s u e s  

a s  t y p e s  of c o n t r a c t s ,  a l l o w a b l e  c o s t s ,  a l l o w a n c e s  fo r  u s e  of G o v e r n m e n t -  

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

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

E v e n  w h e n  t h e s e  p o i n t s  a r e  s e t t l e d ,  t h e r e  a l w a y s  r e m a i n s  the  

q u e s t i o n ,  W h a t  i s  a f a i r  p r o f i t ?  M o s t  c o n t r a c t o r s  c o n t e n d  t h a t  p r o f i t  

p e r c e n t a g e  s h o u l d  be h i g h e r  b e c a u s e  c o n t r a c t s  can  be t e r m i n a t e d  a t  the  

c o n v e n i e n c e  of the  G o v e r n m e n t .  T h e y  po in t  out  t h a t  n e g o t i a t i o n s  and  the  

p r o c e s s i n g  of c o n t r a c t u a l  d o c u m e n t s  u s u a l l y  t a k e  f a r  too  m u c h  t i m e ,  

t h a t  t h e y  f r e q u e n t l y  l o s e  c o m m e r c i a l  m a r k e t s ,  t h a t  t h e r e  i s  too m u c h  

i n t e r f e r e n c e  a l l  a l o n g  the  l ine ,  w i t h  the  t h r e a t  a l w a y s  h a n g i n g  o v e r  t h e m  

t h a t  the  F~enegot ia t ion B o a r d  a t  s o m e  l a t e r  da te  m a y  t ake  a w a y  s o m e  of 

t h e i r  p r o f i t s ~  ~ And  so  on i t  g o e s .  Of c o u r s e  t h e r e  i s  a n o t h e r  s i d e  to 

t h i s  q u e s t i o n ,  and  you w i l l  have  the o p p o r t u n i t y  to  h e a r  bo th  s i d e s  d u r i n g  

the  n e x t  two m o n t h s .  • 

In our  s t u d y  of m a t e r i e l  m a n a g e m e n t  i t  i s  e s s e n t i a l  t h a t  we u n d e r -  

s t a n d  the i n d u s t r i a l  a s p e c t s  of ou r  n a t i o n a l  s e c u r i t y .  The  e o o n o m i c  
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i m p l i c a t i o n s  of our  m i l i t a r y  p r o g r a m s  and the b u d g e t a r y  suppor t  and 

t ime  phas ing  which these  p r o g r a m s  r e q u i r e  put our  dec i s i on  m a k e r s  in 

the b u s i n e s s  of eva lua t ing  i n d u s t r y ' s  c a p a b i l i t i e s  and r e s p o n s i v e n e s s  

to our  p r o g r a m s .  Those  who handle  na t i ona l  s e c u r i t y  p r o g r a m s  should,  

t h e r e f o r e ,  have some  idea  as  to the fundamen ta l s  of i n d u s t r i a l  m a n a ~ e -  

mon t .  Without  such  knowledge and app rec i a t i on ,  those  r e s p o n s i b l e  for  

m a k i n g  dec i s ions  in th is  a r e a  cannot  be expec ted  to m a k e  the r i g h t  d e c i s -  

ions .  F u r t h e r ,  the n e c e s s i t y  for  th is  knowledge and a p p r e c i a t i o n  is  

• not  r e s e r v e d  s o l e l y  for  the m a t e r i e l  m a n a g e r .  Unt i l  a l l  c o m m a n d e r s ,  

a l l  p l a n n e r s ,  and a l l  m a t e r i e l  m a n a g e r s  accep t  th is  p r i nc ip l e ,  we c a n ' t  

expec t  to have good m a n a g e m e n t .  It  t ake s  a long t ime  to p roduce  m i l i -  

t a r y  goods,  r e g a r d l e s s  of how capable  i n d u s t r y  m a y  be, jus t  as  i t  t akes  

a long t i m e  to run  t hem th rough  our  s y s t e m  and put t h e m  into  the hands  

of the u s e r ;  and i t  is  v i t a l  tha t  we have an u n d e r s t a n d i n g  of th is  p r o c e s s .  

Dur ing  the conduct  of th i s  uni t  we a r e  going to study,  in c o n s i d e r -  

able de ta i l ,  n ine of our  m a j o r  i n d u s t r i e s .  Dur ing  your  s tudy,  your  t a lks  

with top m a n a g e m e n t ,  and your  v i s i t s  I am  s u r e  tha t  you wi l l  get a good 

idea  of the capab i l i t y  and the funct ioning  of i n d u s t r y .  

One spec i f i c  funct ion  of i n d u s t r y  which  we wil l  s tudy is  the p r o d u c -  

t ion  p r o c e s s .  This  wil l  inc lude  such  f a c t o r s  as  the i m p a c t  of s c i en t i f i c  

and t e c h n o l o g i c a l  p r o g r e s s ,  advance  p roduc t i on  t echn iques ,  au tomat ion ,  

qua l i ty  con t ro l ,  l ead  t ime ,  

p r o b l e m s  on p r o d u c t i v i t y .  

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

We wil l  a l so  get  an idea  of how adaptable  our  

c u r r e n t  p roduc t ion  base  is  to v a r i o u s  cond i t ions  of e m e r g e n c y .  
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No s t u d y  of m a t e r i e l  m a n a g e m e n t  would  b e  c o m p l e t e  w i thou t  a 

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

g r a m s .  IkCuch of our  e f fo r t ,  a s  w e l l  a s  an  e v e r - i n c r e a s i n g  a m o u n t  of 

o u r  l i m i t e d  funds ,  i s  go ing  in to  ou r  m i s s i l e  and  s p a c e  p r o g r a m s .  U n d e r  

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

w i l l  cu t  in to  o t h e r  p r o g r a m s  of the  s e r v i c e s .  Wha t  w i l l  the  e f f e c t  be ? P e r -  

h a p s  s o m e  of ou r  e x p e r t s  c a n  t e l l  u s  w h e r e  we a r e  h e a d e d  in  t h i s  d i r e c t i o n .  

And  I ' m  s u r e  t h a t  j u s t  r e c e n t l y ,  in  fac t ,  the  l a s t  d a y  o r  two, you have  

r e a d  t h a t  the  f i s c a l  y e a r  1962 s p a c e  p r o g r a m  w i l l  p r o b a b l y  go up to 

one and  o n e - h a l f  b i l l i o n  d o l l a r s ;  and  as  t h i s  g o e s  up, s o m e t h i n g  i s  go ing  

to  have  to g ive ,  b e l i e v e  m e .  

By  w a y  of s u m m a r y ,  I would  l ike  to m a k e  a few g e n e r a l  o b s e r v a -  

t i o n s  abou t  the  m a n a g e m e n t  s i t u a t i o n  in  w h i c h  we f ind  o u r s e l v e s  t o d a y .  

T h i s  r e v o l u t i o n  in  the  w e a p o n s  of w a r  d u r i n g  the  p a s t  few y e a r s  

h a s  c r e a t e d  c e r t a i n  b a s i c  c h a n g e s  i m p o r t a n t  to n a t i o n a l  s e c u r i t y .  M i l i -  

t a r y  o r g a n i z a t i o n s  a r e  now c o m p l e x  p a r t s  of o u r  i n d u s t r i a l  s o c i e t y .  A l s o  

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

in  our  n a t i o n a l  l i f e .  Bo th  of t h e m  have  r e s p o n s i b i l i t i e s  fo r  ou r  na t iona~  

s e c u r i t y .  I a m  s u r e  t h a t  a l l  of you know t h a t  the  d a y s  of the  p h i l o s o p h y  

of m i l i t a r y  p l e n t y  a r e  o v e r .  I t  i s  o u r  job to k e e p  our  c o u n t r y  u n c o n q u e r e d  

and  u n c o n q u e r a b l e ;  but  a t  the  s a m e  t i m e ,  t h i s  g e n e r a t i o n  of A m e r i c a n s  

w a n t  to keep  fo r  t h e i r  c h i l d r e n  s o m e t h i n g  of the  h e r i t a g e  t h a t  m a d e  i t  

g r e a t  in  the  f i r s t  p l a c e .  T h i s  b r i n g s  to m i n d  a n o t h e r  b a s i c  c h a n g e ,  

t h a t  i s ,  we can  no l o n g e r  go i t  a lone ,  but  we m u s t  have  s t r o n g  a l l i e s  i n  
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our struggle to preserve the peace. 

Military programs have to take into account strategic situations, 

they have to take into account the economic situations throughout the 

entire world, and the programs have to change as the conditions in both 

of these areas change. A materiel manager on the one side has to listen 

to the strategist; on the other side he has to listen to the economist. He 

must decide which has the more legitimate claim at that particular time. 

When these factors don't fit into a satisfactory pattern, he must do what 

the strategist does in similar situations, that is, take a calculated or 

an acceptable risk. 

If we in the military are going tO retain control of our destiny, 

if we are going to enjoy the freedom of action and the confidence which 

we have had before, the materiel manager is going to have to rise to 

new heights. We must somehow find a more positive program than we 

have right now of just denying charges of mismanagement and waste. 

This is particularly important where we have a large military program 

superimposed on an economy that has to continue to operate in a normal 

manner, an economy that is now operating at high speed, and, so far 

as I know, must continue to operate in that manner indefinitely. The 

answer to all of this may well lie in research. I think that one of our 

troubles today is that we haven't researched administrative problems in 

the same way or to the same degree that we have researched scientific 

and operational problems. The actions which we take have a tremendous 

impact outside the services. If those actions are not based on sound 
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d e c i s i o n s ,  we wi l l  c e r t a i n l y  h e a r  f r o m  the c i v i l i a n  a g e n c i e s  of Govern -  

men t ,  f r o m  i n d u s t r y ,  f r o m  C o n g r e s s ,  and f r o m  our  peop le .  

G e n e r a l  Mundy in h i s  w e l c o m i n g  a d d r e s s  to you made  th i s  s t a t e -  

men t :  " I  am s u r e  tha t  a l l  of you r e a l i z e  tha t  i f  you put f o r t h  the n e c e s -  

s a r y  e f fo r t  to ge t  out of th i s  c o u r s e  a l l  tha t  i t  i s  p o s s i b l e  fo r  you to get,  

you wi l l  r e t u r n  to your  d e p a r t m e n t  b e t t e r  equipped to t u r n  in a s u p e r i o r  

p e r f o r m a n c e  of duty.  I th ink  you r e a l i z e  the i m p o r t a n c e  of t h i s  to your  

s e r v i c e ,  to your  coun t ry ,  and, fo r  tha t  m a t t e r ,  to m a n k i n d . "  C e r t a i n l y  

t h i s  i s  t r ue  in the a r e a  of m a t e r i e l  m a n a g e m e n t ,  fo r  the e f fo r t  you put  

for th ,  the thought  which  you give to th i s  sub jec t ,  and the r e s e a r c h  which  

you do wi l l  p l a y  a v i t a l  p a r t  in  the d e c i s i o n s  which you m a k e  or  help to 

m a k e  in the fu tu re .  

As  F r a n c i s  Bacon in h is  f amous  e s s a y  t i t l ed  "Of  S tud ie s"  put it ,  

" R e a d i n g  m a k e t h  a ful l  man;  c o n f e r e n c e  a r e a d y  man;  and w r i t i n g  an 

I t  exac t  man .  

Thank you.  
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