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ADMIRAL PATRICK: General Houseman, Gentlemen: 

There are many big businesses in the United States today at the 

moment not doing too well. However, the biggest business is running 

the logistics requirements of the Department of Defense--I might add, 

on a level budget. 

This business is handled through and by the Assistant Secretary 

of Defense for Supply and Logistics. 

Our speaker today holds the tremendous responsibility in the field 

of planning, requirements, procurement, production, distribution, 

and their related activities. This gives him a wide field to discuss in 

this 45-minute period. 

So, as we move into the Material Management Course today, it is 

a great pleasure to hear from the Honorable E. Perkins McGuire, 

Assistant Secretary of Defense for Supply and Logistics. 

He has been a close friend of the College and has participated 

for a number of years in our program. He has also encouraged mem- 

bers of his activity in the Department of Defense to come down and 

give us guidance on major policies and systems which he is responsible 

f o r .  



It is  c e r t a i n l y  m y  p r i v i l e g e ,  M r .  S e c r e t a r y ,  t h i s  m o r n i n g ,  to  

i n t r o d u c e  you  to  t he  I n d u s t r i a l  C o l l e g e  C l a s s  of 1961. 

MR.  McC, UIRE:  T h a n k  you  v e r y  m u c h ,  A d m i r a l  P a t r i c k .  

I s u p p o s e  t ha t  I s h o u l d  s t a r t  off by  s a y i n g  tha t  a s  you  s i t  out  h e r e  

in t h i s  c h a i r  you  f e e l  as  t h o u g h  you  w e r e  s o r t  of e x p o s e d  h e r e  f o r  

s o m e  p a r t i c u l a r  r e a s o n .  S o m e b o d y  to ld  m e  t h e r e  is  a b u t t o n  on t h i s  

p o d i u m  and  it is  a n e w  i n n o v a t i o n ,  and  if you  p r e s s  it  y o u ' l I  go t h r o u g h  

the  f l o o r .  I f e e l  a l i t t l e  bi t  s a f e r  k n o w i n g  tha t  the  bu t t on  is  up h e r e  

and  not  down  n e a r  one  of y o u r  c h a i r s .  

M e m b e r s  and S t u d e n t s  of the  C o l l e g e :  At t h i s  C o l l e g e ,  w h e r e  

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

e x c h a n g e d ,  you  a r e  a f f o r d e d  an  o p p o r t u n i t y  to  a d d  b r e a d t h  to  y o u r  s c o p e  

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

Th i s  t o u r  of du ty  s h o u l d  g r e a t l y  a s s i s t  you  in  a t t a i n i n g  a b e t t e r  

u n d e r s t a n d i n g  of ou r  n a t i o n a l  d e f e n s e  p r o b l e m s .  At t h i s  t i m e  it  i s  

a l s o  i m p o r t a n t  to  e v a l u a t e  p r e v i o u s l y  he ld  c o n c e p t s  and  to  c o n t i n u e  

to r e e x a m i n e ,  w i th  a n  open  m i n d ,  o u r  c o u n t r y ' s  f u t u r e  in  t e r m s  of t he  

b r o a d e s t  n a t i o n a l  i n t e r e s t s .  We m u s t  d e v e l o p  o f f i c e r s  who  c a n  d e v e l o p  

n e w  s o l u t i o n s  to  n e w  p r o b l e m s .  And I m i g h t  add  h e r e  t ha t  I h a v e n ' t  

r e a d  t o d a y ' s  v e r s i o n  of r e o r g a n i z a t i o n ,  so  y o u  w i l l  have  p l e n t y  of o p p o r -  

t u n i t y  to  u s e  y o u r  e f f o r t s  in t ha t  f i e l d .  

We l ive  in an  age  o f  t e c h n o l o g i c a l  l e a p f r o g .  In the  u l t i m a t e  a n a l y s i s ,  
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n a t i o n a l  s u r v i v a l  m a y  d e p e n d  on o u r  a b i l i t y  to  o u t g u e s s  p r o g r e s s .  

We p i c k  a w e a p o n  s y s t e m ,  m a k e  a down p a y m e n t  of a b i l l i o n  d o l l a r s ,  

and hope  we c a n  m a k e  it  b e f o r e  i t  i s  o b s o l e t e .  U n d e r  t h e s e  c o n d i t i o n s  

we c a n  i l l  a f f o r d  the  n a r r o w ,  p a r o c h i a l  t h i n k i n g  of an  i n d i v i d u a l  who 

t h i n k s  on ly  in t e r m s  of h i s  own b r a n c h  of the  s e r v i c e .  I know t h e r e  

a r e  s o m e  c i v i l i a n s  h e r e  at  t h i s  c o l l e g e ,  so  I had  b e t t e r  t u r n  t ha t  a r o u n d  

and  add to i t - - o r  of the  D e p a r t m e n t  of D e f e n s e .  

F o r  the  s a m e  r e a s o n  we  c a n n o t  a f f o r d  t he  m e n t a l  p r o c e s s  of t he  

M a g i n o t  L i n e  t h i n k e r  who w a n t s  to p e r p e t u a t e  t he  p a s t  s y s t e m ,  m e t h o d ,  

o r  p r o c e d u r e .  As P r e s i d e n t  E i s e n h o w e r  h a s  s a i d ,  we  m u s t  f r e e  o u r -  

s e l v e s  of e m o t i o n a l  a t t a c h m e n t s  to  s e r v i c e  s y s t e m s  of an  e r a  t h a t  is  

no m o r e .  

T h e  a r t  o r  s c i e n c e  of l o g i s t i c s  m u s t  be  a d v a n c e d  if we  a r e  to k e e p  

p a c e  w i th  t e c h n o l o g i c a l  p r o g r e s s .  S tone  Age  m e t h o d s ,  e v e n  u p d a t e d  

S tone  Age  m e t h o d s ,  a r e  i n a d e q u a t e  in t h i s  s p a c e  a g e .  We h a v e  a 

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

m o r e  c o m p l e x  and c o s t l y .  The  a v e r a g e  j e t  e n g i n e  t o d a y  c o s t s  m o r e  

t h a n  the  p l a n e  did y e s t e r d a y .  

In W o r l d  W a r  II we put  e l e c t r o n i c s  on p l a n e s  and  s h i p s .  T o d a y  we 

p l a n e s  and  s h i p s  on e l e c t r o n i c s .  T o m ~ r r o ~  Qur p r e s e n t  j e t  t r a n s p o r t  

m a y  w e l l  be as  o b s o l e t e  a s  H a n n i b a l ' s  l u m b e r i n g  a n i m a l s .  T i m e  and 

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

p r o j e c t i l e s  in  : y l rd s ,  Like the  a r t i l l e r y  m e n  of old ,  o r  e v e n  in  m i l e s .  
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Today it is missile minutes. By missile, Washington and Moscow 

are now closer than were London and Berlin by the bombers of World 

War II. 

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

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

of y e a r s  to  d e v e l o p  the  l o g i s t i c s  of q u i v e r s  f o r  bows  and  a r r o w s .  We 

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

p o r t a t i o n  of a m m u n i t i o n .  But we had v e r y  few y e a r s  to  w o r k  on the  

l o g i s t i c s  of a t o m i c  w e a p o n s .  B e f o r e  we soked th i s  p r o b l e m  a m o r e  

p o w e r f u l  h y d r o g e n  w e a p o n  a p p e a r e d .  The  f i r s t  h y d r o g e n  w e a p o n  was  

a t h o u s a n d  t i m e s  m o r e  p o w e r f u l  t han  t he  f i r s t  a tom b o m b .  P r o g r e s s  is  

by l e a p s  and bounds ,  not  by e v o l u t i o n .  

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

b a l l i s t i c  m i s s i l e .  New w e a p o n  s y s t e m s ,  v a s t e r  m o d e s  of t r a n s p o r t a -  

t ion ,  i n s t a n t a n e o u s  c o m m u n i c a t i o n s ~  a l l  of t h e s e ,  d e m a n d  new l o g i s t i c s  

c o n c e p t s .  Our  v i t a l  c h a l l e n g e  is  to d e v e l o p  new i d e a s  g e a r e d  to  the  

new a g e .  Th i s  r e q u i r e s  r e v i e w i n g  and d i s c a r d i n g  t r a d i t i o n a l  c o n c e p t s  

w h e r e v e r  n e c e s s a r y .  If you a r e  now do ing  s o m e t h i n g  the  way  you u s e d  

to do it,  t h e r e  is  a good p o s s i b i l i t y  tha t  you a r e  do ing  it w r o n g .  We 

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

fo r  p r a c t i c a l  w a y s  of s p e e d i n g  up o p e r a t i o n s  and of s t r e a m l i n i n g  c o s t s .  

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

e q u i p m e n t s  r e q u i r e  huge  ou t l ay s  of m o n e y .  One out of e v e r y  two d o l l a r s  
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spen t  by the G o v e r n m e n t  is  s p e n t  on de fense .  Pu t t i ng  it  a n o t h e r  way, 

the to ta l  amoun t  of p e r s o n a l  i ncome  tax  co l l ec t ed  in the  United S ta tes  

goes  for  de fense .  

In p rov id ing  for  un i f ica t ion ,  the C o n g r e s s  d i r e c t e d  the  S e c r e t a r y  

of Defense  to pay  p a r t i c u l a r  a t t en t ion  to the  a r e a  of l o g i s t i c s  m a n a g e -  

m e n t .  Among o t h e r s  he was r e q u i r e d  to c o o r d i n a t e  the p r o c u r e m e n t ,  

p roduc t ion ,  and d i s t r i b u t i o n  p lans  of the D e p a r t m e n t  of Defense ,  to 

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

p r o c u r e m e n t  p r o g r a m s ,  and to r e v i e w  the m i l i t a r y  r e q u i r e m e n t s .  

How to do th i s  e f f e c t i v e l y  has  been  a m a j o r  t i m e - c o n s u m i n g  

p rob l em in an o r g a n i z a t i o n  as  big  and as  c o m p l e x  as  the D e p a r t m e n t  

of Defense .  Yet the A m e r i c a n  people  and the C o n g r e s s  have p e r s i s t e n t l y  

e x p r e s s e d  i m p a t i e n c e  with the  r a t e  of un i f i ca t i on  p r o g r e s s ,  p a r t i c u l a r l y  

in the l o g i s t i c s  f ie ld .  F r o m  publ ic  bodies ,  such  as  the  Hoover  C o m m i s s i o n ,  

and th rough  p r i v a t e  g roups  have come p e r s i s t e n t  d e m a n d s  fo r  m o r e  

t ang ib le  ev idence  of un i f i ca t ion  in the  a r e a  of l o g i s t i c s .  

It is  c l e a r l y  u n d e r s t a n d a b l e  why t h e s e  d e m a n d s  have o c c u r r e d  

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

i n v e n t o r y  value  of $44 b i l l ion ,  not count ing  cap i t a l  equ ipmen t  such  as  

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

m i l i t a r y  i n s t a l l a t i o n s ,  depots ,  and f a c i l i t i e s  wor ldwide .  This  v a s t  

complex  ne twork  is  an obvious  a r e a  in which  to s e e k  g r e a t e r  e c o n o m y  

and b e t t e r  i n t e g r a t i o n .  
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S u s t a i n e d  c r i t i c i s m  has  l ed  to  s u s t a i n e d  d e m a n d s  fo r  r a d i c a l  

c h a n g e s  in ou r  p h i l o s o p h y ,  ou r  m e t h o d s ,  and m o s t  s t r o n g l y  in ou r  

s y s t e m .  No doubt  the  c r i t i c s  ac t  in good fa i th ,  d r i v e n  by a g e n u i n e  

d e s i r e  to  i m p r o v e ,  but  u n f o r t u n a t e l y  t h e i r  r e c o m m e n d a t i o n s  f r e q u e n t l y  

f a i l  to r e c o g n i z e  the  t r e m e n d o u s  p r o b l e m s  w h i c h  would  be  c r e a t e d  by 

i m p l e m e n t a t i o n  of m a n y  of the  b r o a d ,  and o f ten  vague ,  r e c o m m e n d a t i o n s  

tha t  have  b e e n  a d v a n c e d .  

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

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

b e s t  u s e  of ou r  a s s e t s ,  and tha t  t h e r e  is  c o m p e t i t i o n  a m o n g  the  A r m e d  

F o r c e s  f o r  the  r e s o u r c e s  of  ou r  c o u n t r y .  

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

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

is  i n t r o d u c e d  r e g u l a r l y  to  e s t a b l i s h  a f o u r t h  s e r v i c e  of supply~ a c o n -  

cep t  n e v e r  c l e a r l y  d e f i n e d  and of ten  not  w e l l  t hough t  out~ but,  l ike  
! 

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

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

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

w h i c h  a r e  w o r t h  r e c i t i n g :  

F i r s t~  t he  s a f e t y  and s o l v e n c y  of ou r  Na t ion  r e q u i r e  p r o m p t  

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

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

Second ,  o n r u s h i n g  t e c h n o l o g i c a l  a d v a n c e s  in  w e a p o n s  and o t h e r  
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dev i ce s  of wa r  demand tha t  our  de fense  o r g a n i z a t i o n  have  a p o s t u r e  

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

Th i rd ,  the u n p r e c e d e n t e d  cos t  of m a i n t a i n i n g  in p e a c e t i m e  a 

m a s s i v e  Defense  E s t a b l i s h m e n t  demands  the u t m o s t  e c o n o m y  and 

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

Af t e r  c o n s i d e r a b l e  depate  on the p roposed  r e o r g a n i z a t i o n  p lan  of 

the P r e s i d e n t ,  the R e o r g a n i z a t i o n  Act  of 1958 was p a s s e d .  It s p e c i f i c a l l y  

p rov ide s  tha t  the S e c r e t a r y  of Defense  s h a l l  take  a p p r o p r i a t e  s t ep s ,  

inc lud ing  the t r a n s f e r ,  r e a s s i g n m e n t ,  abol i t ion ,  and conso l i da t i on  of 

func t ions  to p rov ide  in the  D e p a r t m e n t  of Defense  for  m o r e  e f fec t ive ,  

e f f ic ien t ,  and e c o n o m i c a l  a d m i n i s t r a t i o n  and opera t ion ,  and to e l i m i n a t e  

dup l ica t ion .  

Furthermore, in the logistics field, the new legislation strengthened 

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

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

agency or to such other organizational entity as he d~ems appropriate 

responsibility for carrying out any supply or service activity common 

to more than one military department. 

Now, why do I stress these points ? It is because I want to remind 

you of the climate in which we are operating. We must find better 

answers to our logistics problems. If we do not find the answers to 

the problems, we may be given an answer by Congress. 

The job of developing policy for our Defense Logistics System rests 
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with my office. This obviously cannot be accomplished unilaterally. 

It requires the collaborative efforts of the military departments and 

the Joint Chiefs of Staff. I would like to go on record here of saying 

to you that we have had excellent cooperation in this field. 

Our supply and logistics organization covers the following broad 

areas: Planning and requirements; procurement; production; supply 

management; telecommunications; transportation; petroleum; main- 

tenance; and small business. I didn't put small business at the end 

of that list deliberately. It can get to be quite a problem. 

We are a policy-making organization and we try not to get into 

operations. You might be interested in how we seek to arrive at 

these policies. We do so through a coordinated effort with the military 

departments, and we seek advice and assistance in industry wherever 

practical. 

I meet weekly with the material secretaries of the military depart- 

ments in order to consider common problems and to consult with them 

in the formulation of logistics policy, in order to carry out our respon- 

sibilities and to confine ourselves to the policy level, we try to resolve 

differences as quickly as possible, using the common-sense approach. 

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

b u t  I d o n ' t  b e l i e v e  t h e r e  h a s  e v e r  b e e n  a d o c n r n e n t  s e n t  t o  t h e  A r m e d  

F o r c e s  P o l i c y  C o u n c i l - - a n d  w e  h a v e  s e n t  s o m e  d o c u m e n t s  t h a t  h a v e  
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b e e n  s t a r t l i n g ,  l e t ' s  s a y ,  o r  d a r i n g - - w h e r e  t h e r e  has  b e e n  a d i s -  
i t  

s e n t i n g  p o s i t i o n  of a s e r v i c e .  Th i s  m e a n s  t h a t  I c o n s i d e r ] o u r  r e s p o n -  

s i b i l i t y  to  w o r k  t h e s e  p r o b l e m s  out  w i th  t he  s e r v i c e s  and not  ge t  t h e m  

in to  a d e b a t i n g  l e v e l  up t h e r e  f r o m  a b r i e f i n g  book .  We h a v e  b e e n  

ab l e  to  f ind  the  a n s w e r  to  a lo t  of t h e s e  p r o b l e m s ,  m a y b e  no t  a s  f a s t  

a s  we shou ld ,  in the  m i n d s  of s o m e  p e o p l e ,  but  I t h i n k  we know o u r  
a 

s u b j e c t  by the  t i m e  we ge t  out t~lmece of p a p e r .  

F o r  the  p u r p o s e  of d i s c u s s i o n  t h i s  m o r n i n g ,  I wou ld  l i ke  to  i l l u s -  

t r a t e  t h r e e  of o u r  v e r y  b r o a d  o b j e c t i v e s  in  t he  f i e l d  of l o g i s t i c s  m a n -  

a g e m e n t .  The  f i r s t  of t h e s e  b r o a d  o b j e c t i v e s  i s  to a s s i s t  in  the  

i m p r o v e m e n t  of p r a c t i c e s  w i t h i n  the  m i l i t a r y  s u p p l y  s y s t e m .  In the  

a r e a  of i m p r o v i n g  m a n a g e m e n t  p r a c t i c e ,  we h a v e  c o m p l e t e d  the  F e d e r a l  

C a t a l o g  S y s t e m .  T h i s  g i v e s  us  f o r  t he  f i r s t  t i m e  in h i s t o r y  a c o m m o n  

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

Tha t  i s  a s i n g l e  c l a s s i f i c a t i o n ,  a s i n g l e  n a m e ,  a s i n g l e  d e s c r i p t i o n ,  

and  a s i n g l e  s t o c k  n u m b e r  f o r  e a c h  of the  a l m o s t  f o u r  m i l l i o n  d i f f e r -  

en t  i t e m s .  Th i s  job is  c o m p l e t e .  

In a d d i t i o n ,  in  1958, we  f i n i s h e d  the  job of c o n v e r t i n g  a l l  of o u r  

s u p p l y  r e c o r d s ,  c a t a l o g s ,  and s t o c k  l i s t s  to  t h i s  n e w  s y s t e m  w o r l d w i d e .  

I a m  s u r e  t ha t  you  a p p r e c i a t e  t he  v a l u e  of s u c h  a m a n a g e m e n t  t o o l .  

It t a k e s  on f u r t h e r  s i g n i f i c a n c e  in  t ha t  the  NATO c o u n t r i e s  h a v e  v o l u n -  

t a r i l y  a d o p t e d  th i s  c a t a l o g  s y s t e m .  

We h a v e  c o m p l e t e d  the  c o d i n g  of 90 p e r c e n t  of t h e s e  i t e m s  to s h o w  
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how e a c h  s e r v i c e  m a n a g e s  the  i t e m - - ~ h a t  i s ,  w h e t h e r  i t  i s  s t a n d a r d  

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

and so  f o r t h .  About  27 d i f f e r e n t  m a n a g e m e n t  c o d e s  a r e  b e i n g  app l i ed  

to t h e s e  i t e m s ,  so  tha t  we wi l l  have  a c e n t r a l  r e c o r d  fo r  the  f i r s t  t i m e  

of e a c h  i t e m ,  who m a n a g e s  it ,  and how t h e y  m a n a g e  i t .  

Now tha t  we know wha t  we have ,  ou r  s t a n d a r d i z a t i o n  p r o g r a m  

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

1 .5  m i l l i o n  of our  i t e m s  to  s h o r t - c u t  s t a n d a r d i z a t i o n  p r o g r a m s  w h i c h  

t o g e t h e r  we c a l l  {he A c c e l e r a t e d  I t em R e d u c t i o n  o r  AIR P r o g r a m .  

H e r e  we a r e  s i m p l y  b u y i n g  a l l  p o s s i b l e  i t e m s  t h r o u g h  c o m m o n - s e n s e  

d e c i s i o n s ,  l e a v i n g  to  ou r  l o n g - r a n g e  s t a n d a r d i z a t i o n  p r o g r a m  the  

d e s i g n  and e n g i n e e r i n g  d e c i s i o n s  w h i c h  can  f u r t h e r  r e d u c e  the  s u p p l y  

s y s t e m .  

I m i g h t  b e t t e r  d e m o n s t r a t e  t h i s  to you by s i m p l y  s t a t i n g  tha t ,  in 

m y  h u m b l e  op in ion ,  we don ' t  n e e d  a lot  of h i g h - c l a s s  e n g i n e e r s  to  

d e c i d e  w h i c h  w a s t e p a p e r  b a s k e t  we n e e d .  We can  s t i c k  t h e m  up on 

top of a d e s k  and  look  at  t h e m .  T h e r e  a r e  m a y b e  two w e ' l l  need ,  and  

not,  as  we found out, about  25 tha t  we w e r e  c a r r y i n g .  

The  s e c o n d  of ou r  b r o a d  o b j e c t i v e s  is  to d e v e l o p  s e l e c t e d  p r o g r a m s  

to i n s u r e  e f f e c t i v e n e s s  and e f f i c i e n c y .  As an e x a m p l e ,  one  of ou r  p r o -  

g r a m s  is  d i r e c t e d  to the  r e v i e w  of t r a n s p o r t a t i o n  f a c i l i t i e s .  Jo in t  

w o r k i n g  g r o u p s ,  c o m p o s e d  of OSD, A r m y ,  and Navy r e p r e s e n t a t i v e s ,  

1 0  



have  s t u d i e d  s e v e r a l  of t h e s e  f a c i l i t i e s .  B a s e d  on g r o u p  f i nd ings ,  

one t e r m i n a l  f a c i l i t y  in the  New Y o r k  H a r b o r  has  b e e n  d e c l a r e d  as  

s u r p l u s .  In San F r a n c i s c o ,  s e p a r a t e  A r m y  and Navy r e f r i g e r a t e d  

t e r m i n a l  o p e r a t i o n s  have  b e e n  c o n s o l i d a t e d  at t he  A r m y  t e r m i n a l .  

And we  have  m a n y  o t h e r  e x a m p l e s  of t h i s  type  of e f f o r t .  

Our  m a j o r  e f f o r t s  in  the  p r o c u r e m e n t  a r e a  a l s o  s u p p o r t  t h i s  

o b j e c t i v e  of e f f e c t i v e n e s s .  D u r i n g  the  l a s t  t h r e e  y e a r s  we have  e s t a b -  

l i s h e d  and published significant policy changes and additions in the 

Armed Services Procurement Regulations. Most of these changes and 

additions were directed toward strengthening procurement practices 

in the areas of price and cost analysis. These apply to our prime 

contracts and, in the subcontracting policies, procedures and practices 

of ou r  c o n t r a c t o r s .  

I would  j u s t  po in t  out  to  you tha t  m a n y  of ou r  p r i m e  c o n t r a c t o r s  a r e  

so  l a r g e ,  and we o c c u p y  s u c h  a s u b s t a n t i a l  s l i c e  of t h e i r  b u s i n e s s ,  t ha t  

in  r e a l i t y  t h e y  a r e  a g e n t s  of  the  G o v e r n m e n t ,  and tha t  the  n o r m a l  p h i l -  

o s o p h y  of " l e t  the  b u y e r  b e w a r e "  canno t  e x i s t .  

We b e l i e v e  tha t  o u r  p o l i c i e s  a r e  s t e p s  in t he  r i g h t  d i r e c t i o n .  The  

G e n e r a l  A c c o u n t i n g  Off ice  s u b s t a n t i a t e d  ou r  b e l i e f  w h e n  i t  s t a t e d  to  the  

Sena t e  A r m  S e r v i c e s  C o m m i t t e e :  

" T h e  D e p a r t m e n t  of D e f e n s e  has  s h o w n  a s i n c e r e  d e s i r e  to 

s t r e n g t h e n  p r o c u r e m e n t  p o l i c i e s  and p r o c e d u r e s  and to a c h i e v e  

e f f e c t i v e  p r i c i n g  of i t s  p r o c u r e m e n t  c o n t r a c t s .  " 
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F r a n k l y ,  we f e e l  t h a t ' s  f a i r l y  h igh  p r a i s e ,  c o m i n g  f r o m  tha t  a r e a .  

Th i s  is  a good b e g i n n i n g ,  but  i t  is  on ly  a b e g i n n i n g .  Now tha t  we  

h a v e  v i r t u a l l y  e x h a u s t e d  wha t  c a n  be  done  by  p o l i c y  s t a t e m e n t s ,  a d i f f i -  

cu l t  and  e q u a l l y  i m p o r t a n t  t a s k  r e m a i n s .  We m u s t  a s s u r e  o u r s e l v e s  

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

We m u s t  w a g e  an  u n e n d i n g  b a t t l e  to s e e  tha t  a l l  p o s s i b l e  s t e p s  a r e  t a k e n  

to ge t  the  m o s t  out  of e v e r y  p r o c u r e m e n ~  

T h i s  i s n ' t  j u s t  a m a t t e r  of e c o n o m y .  

d o l l a r .  

No m a t t e r  how b ig  t he  

D e f e n s e  B u d g e t  i s ,  i t  n e v e r  w i l l  be  b ig  e n o u g h .  I t w i l l  r e a c h  the  l i m i t  

of w h a t  we  c a n  a f f o r d  long  b e f o r e  i t  r e a c h e s  the  l i m i t  of wha t  we  n e e d .  

U n d e r  t h e s e  c i r c u m s t a n c e s ,  the  m i s s i l e  t ha t  we c a n  buy  wi th  m o n e y  

s a v e d  is  f a r  m o r e  v a l u a b l e  t h a n  the  one  we  c o u l d  no t  buy  w i th  the  

i n c r e a s e d  a p p r o p r i a t i o n  w e  did no t  g e t .  

Our  p r o g r a m s  to  a c h i e v e  p r o c u r e m e n t  e f f e c t i v e n e s s  a r e  in  two 

b a s i c  c a t e g o r i e s :  T h o s e  d e s i g n e d  to  o v e r c o m e  i n t e r n a l  d e f i c i e n c i e s  

w i t h i n  the  D e p a r t m e n t  of D e f e n s e ,  and t h o s e  t a i l o r e d  to  a c h i e v e  m o r e  

e f f i c i e n t  and e f f e c t i v e  p e r f o r m a n c e  by o u r  c o n t r a c t o r s .  T h e s e  a r e  o u r  

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

t r a i n i n g  o u r  p e r s o n n e l ,  not  m e r e l y  to  i m p r o v e  p a p e r w o r k  t e c h n i q u e s  

but  a l s o  to  g e n e r a t e  an  a w a r e n e s s  of the  o b l i g a t i o n s ,  r e s p o n s i b i l i t i e s ,  

and fu l l  i m p o r t  of the  p r o c u r e m e n t  p r o c e s s .  Too  f r e q u e n t l y  p r o c u r e m e n t  

i s  b a s e d  o r  u s e d  a s  a s y n o n y m  f o r  c o n t r a c t i n g .  T h i s  i s  l i ke  s a y i n g  

c a r p e n t r y  w h e n  you  m e a n  c o n s t r u c t i o n .  T h i s  i s  a n e a r s i g h t e d  v i e w  

12 



w h i c h  we a r e  t r y i n g  to d i s p e l .  

F i r s t  we a r e  c o n c e n t r a t i n g  on d e t e r m i n a t i o n  of n e t  r e q u i r e m e n t s ,  

l o c a t i n g  and u s i n g  a v a i l a b l e  a s s e t s  and t h e n  b u y i n g  on ly  wha t  we n e e d .  

F o r  t h e s e  bona  f ide  n e e d s  we m u s t  have  r e a l i s t i c  d e l i v e r y  d a t e s ,  r e a l -  

i s t i c  f r o m  the  po in t  of v i e w  of need ,  a s  w e l l  a s  r e a l i s t i c  f r o m  the  poin t  

of v i e w  of p r o d u c t i o n .  

We a r e  s t r e s s i n g  the  need  f o r  e l i m i n a t i n g  c h a n g e s  w h i c h  r e s u l t  

in  i n c r e a s e d  cos t  and d e l a y s  w i thou t  c o m m e n s u r a t e  r e s u l t s .  

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

p r o g r a m s .  T h i s  w i l l  avo id  h a s t y  p r o c u r e m e n t  by  a l l o w i n g  f o r  w e l l  

c o n s i d e r e d ,  d e f i n i t i v e  c o n t r a c t s .  

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

p e r s o n n e l  of the  c o n t r a c t i n g  o f f i c e s ,  bu t  t h e y  d e f i n i t e l y  he lp  o r  h i n d e r  

the  p r o c u r e m e n t  p r o b e s s .  

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

p e r s o n n e l ,  s u c h  a s  the  aud i t ,  p r o d u c t i o n ,  i n s p e c t i o n ,  and p r i c e  a n a l y s i s t s  

who a s s i s t  the  n e g o t i a t o r .  

S u p e r v i s i o n ,  c o n t r a c t  r e v i e w ,  and c o n t r a c t  a d m i n i s t r a t i o n  a r e  

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

m e n t  of D e f e n s e .  

Our  e x t e r n a l  p r o g r a m s  a r e  b a s e d  on e s t a b l i s h i n g  c l o s e r  r e l a t i o n s h i p s  

w i th  o u r  c o n t r a c t o r s .  We a r e  e m p h a s i z i n g  t h e i r  r e s p o n s i b i l i t i e s  to  the  

G o v e r n m e n t .  The  m i l i t a r y  d e p a r t m e n t s  have  b e e n  s u c c e s s f u l  in a c h i e v i n g  
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m a j o r  cos t  r e d u c t i o n s  th rough  jo int  D e f e n s e - i n d u s t r y  e f fo r t s .  

I have a l i t t l e  d i f f icu l ty  in swal lowing  some  of the sav ings  contended 

because  the a s s u m p t i o n  h e r e  is  tha t  the s e r v i c e s  did a l l  of th i s  work  

and the i n d u s t r y  con t r ibu t ed  nothing.  It depends  on which  fe l low you 

a r e  t a lk ing  to.  

In ano the r  a r e a  the MiLitary T ra f f i c  Managemen t  Agency,  MTMA, 

is d e v e l o p i n g  an i n t e g r a t e d  p r o g r a m  to apply c o m p u t e r s  to t r a f f i c  

m a n a g e m e n t  o p e r a t i o n s .  The p lan  ca l l s  fo r  the i n t e g r a t i o n  of t r a f f i c  

m a n a g e m e n t  m o r e  t ho rough ly  into the  supply  s y s t e m  in o r d e r  to p roduce  

f a s t e r  r e s p o n s e  t h rough  the m o r e  r ap id  p r o c e s s i n g  of t r a n s p o r t a t i o n  

r e q u i r  em ents .  

The M i l i t a r y  T r a f f i c  Managemen t  Agency r e p o r t s  e s t i m a t e d  to t a l  

sav ings  in f r e igh t  and p a s s e n g e r  t r a f f i c  m a n a g e m e n t  for  the f i s c a l  y e a r  

1960 in exces s  of $42 mi l l i on ,  with an ope ra t i ng  budget  of a p p r o x i m a t e l y  

$7 m i l l i o n .  Its 1 p e r c e n t  a d m i n i s t r a t i v e  cos t  i s  c o n s i d e r a b l y  unde r  the 

f igure  c i ted by the Hoover  C o m m i s s i o n ' s  2 p e r c e n t  as being a j u s t i f i ab l e  

cos t  fo r  the p e r f o r m a n c e  of good t r a f f i c  m a n a g e m e n t  func t ions .  

The th i rd  b road  ob jec t ive  tha t  we have is to  develop ways  and m e a n s  

for  ach i ev ing  g r e a t e r  i n t e g r a t i o n  amongs t  the m i l i t a r y  supply  s y s t e m s .  

We have made  an eva lua t ion  and an e x a m i n a t i o n  of the m o b i l i z a t i o n  

r e a d i n e s s  and w a r t i m e  capab i l i t y  of c o m m o d i t y  s ing le  m a n a g e r s .  The 

eva lua t ion  dem o n s t r a t e d  that  s ign i f i can t  e c o n o m i e s  have been  ach ieved  

under  the Commodi ty  Single Manage r  S y s t e m ,  and it was concluded 
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t ha t  the  C o m m o d i t y  S ing l e  M a n a g e r  S y s t e m  i s  an  e c o n o m i c a l  one .  

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

of c u s t o m e r  s a t i s f a c t i o n  and a p p r o v a l ,  and i t  i s  w o r k a b l e  and r e s p o n -  

s i v e  in  t e r m s  of r e a d i n e s s  and w a r t i m e  c a p a b i l i t i e s .  

The  f a c t s  and f i g u r e s  d e r i v e d  t h r o u g h  t h i s  e v a l u a t i o n  have  p r o v i d e d  

e v i d e n c e  and d o c u m e n t a t i o n  of the  a d v a n t a g e s  and d i s a d v a n t a g e s  in  the  

C o m m o d i t y  S ing le  M a n a g e r  S y s t e m .  The  c o n c e p t  now h a s  s t a t u r e .  

We f e e l  t h i s  is  a v a l u a b l e  c o n c e p t  w h i c h  c a n  be u s e d  a d v a n t a g e o u s l y  

in  o t h e r  c o m m o d i t y  a r e a s .  

We a l s o  know i t s  s h o r t c o m i n g s  and we a r e  p r e s s i n g  f o r  t h e i r  c o r -  

r e c t i o n .  F o u r  a d d i t i o n a l  s i n g l e  m a n a g e r s  have  b e e n  e s t a b l i s h e d .  

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

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

was  a s s i g n e d  the  r e s p o n s i b i l i t y  a s  s i n g l e  m a n a g e r  f o r  m i l i t a r y  i n d u s -  

t r i a l  s u p p l i e s .  T h e s e  two s i n g l e  m a n a g e r  a s s i g n m e n t s  w e r e  a p p r o v e d  

by  the  S e c r e t a r y  of D e f e n s e  on 6 N o v e m b e r  1959.  The  l a s t  two of the  

fou r  w e r e  e s t a b l i s h e d  in  M a y  of t h i s  y e a r ,  w h e n  the  S e c r e t a r y  of the  

A r m y  was  g i v e n  the  r e s p o n s i b i l i t y  as  s i n g l e  m a n a g e r  f o r  m i l i t a r y  

a u t o m o t i v e  s u p p l i e s ,  and a l s o  fo r  m i l i t a r y  c o n s t r u c t i o n  s u p p l i e s .  

C o l o n e l  C a s e  of m y  s t a f f  w i l l  s p e a k  to  you  in m o r e  d e t a i l  on 19 D e c e m b e r  

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

You have  u n d o u b t e d l y  h e a r d  a lot  abou t  s u r p l u s .  My f r i e n d ,  

S e n a t o r  D o u g l a s ,  pu t s  t h i s  in  the  c o n t e x t  of e v i d e n c e  of w a s t e  and 
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inefficiency. I think we have made some important strides in facing 

up to the contents of our inventories. The size of our surplus disposal 

program is a good indicator of this accomplishment. Last year we 

disposed of $9 billion worth of surplus material. We anticipate the 

disposal of over $I0 billion this year. For several years after 1961 

we estimate that it will run in the neighborhood of $12 billion. I might 

add that we have become fairly good at estimating this. Three years 

a g o  w e  w e r e  m i s s i n g  o u r  t a r g e t s  a l l  o v e r  t h e  l o t .  T w o  y e a r s  a g o  w e  

t o l d  t h e  C o n g r e s s  i t  w o u l d  r u n  in  t h e  n e i g h b o r h o o d  o f  $8 b i l l i o n  a n d  

w e  h i t  i t  r i g h t  o n  t h e  n o s e .  T h i s  i s  a n o t h e r  e v i d e n c e  t h a t  w e  k n o w  w h a t  

w e  a r e  d o i n g ,  a n d  w e  k n o w  t h e  c o n t e n t s  o f  o u r  i n v e n t o r i e s .  

T h i s  s p e e d e d - u p  d i s p o s a l  p r o g r a m  r u n s  in  b i g  n u m b e r s ,  n o t  

b e c a u s e  w e  h a v e  b e e n  i n e f f i c i e n t  i n  t h e  p a s t  b u t  m o r e  b e c a u s e  we  h a v e  

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

we  w o u l d  f i g h t  f u t u r e  w a r s  a r e  n o t  n e c e s s a r i l y  t h e  W o r l d  W a r  II  w a y s ,  

a n d  w e  d o  h a v e  a b e t t e r  k n o w l e d g e  o f  o u r  i n v e n t o r i e s ,  a s  I m e n t i o n e d  

b e f o r e .  

S p e a k i n g  o f  k n o w i n g  y o u r  i n v e n t o r i e s ,  w i t h  a b e t t e r  k n o w l e d g e  o f  

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

u r e s ,  w e  h a v e  b e e n  a b l e  t o  s t e p  u p  t h e  u s e  o f  c o m m o n  a s s e t s  b y  a l l  

t h e  s e r v i c e s .  In  t h e  l a s t  f i s c a l  y e a r  a b o u t  $2 b i l l 2 o n  o f  m a t e r i a l  w a s  

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

w e  h a d  g o n e  o u t  i n  t h e  m a r k e t  a n d  b o u g h t  t h i s ,  w e  w o u l d  h a v e  s p e n t  t h a t  
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m o n e y .  E x p r e s s i n g  it  a n o t h e r  way ,  t h i s  is  a b o u t  a d o z e n  PoLa r i s  

s u b m a r i n e s  and  two c o n v e n t i o n a l  a i r c r a f t  c a r r i e r s  t ha t  we  a r e  a l l o w e d  

to  buy,  o r  t ha t  we h a v e  the  c a p a b i l i t y  of b u y i n g ,  o r  abou t  250 B - 5 2 ' s .  

When  you  s t a r t  to d e m o n s t r a t e  t h i s  k ind  of s a v i n g ,  p e o p l e  l ike  A r l e i g h  

B u r k e  and  T o m m y  Whi te  ge t  v e r y  m u c h  i n t e r e s t e d  in t h i s  m a n a g e m e n t  

of o u r  i n v e n t o r i e s ,  b e c a u s e  we  know wha t  we  a r e  do ing .  In e f f ec t ,  i t  

g i v e s  us  an  added  c a p a b i l i t y  of p u t t i n g  s t r e n g t h  in to  o u r  e q u i p m e n t  

s y s t e m .  

As a n o t h e r  m e a s u r e  of s u c c e s s ,  b e t w e e n  1958 and 1960 o u r  i n v e n t o r y  

in s t o r a g e  d r o p p e d  $10 b i l l i o n .  I m e n t i o n e d  e a r l i e r  t ha t  it  was  $44 

b i l l i o n .  In 1958 it  w a s  $54 b i l l i o n .  T h i s  d i d n ' t  h a p p e n  by  a c c i d e n t .  

It r e p r e s e n t s  a t a n g i b l e  r e s u l t  of s o m e  of the  a c t i o n s  we  h a v e  b e e n  

t a k i n g .  In m y  h u m b l e  op in ion  I know tha t  in the  c a s e s  I h a v e  e x a m i n e d  

we h a v e n ' t  w e a k e n e d  o u r s e l v e s .  As a m a t t e r  of f ac t ,  we know m o r e  

abou t  b e i n g  r e s p o n s i v e  and s u p p l y i n g  o u r  r e q u i r e m e n t s .  I c a n  quo te  

you  s t a t i s t i c s  on end  on t ha t  o n e .  

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

m e n t s .  We e x p l o r e  w a r e h o u s e  s p a c e ,  and  I t h i n k  we a r e  the  on ly  o r g a n -  

i z a t i o n  in  W a s h i n g t o n  tha t  m a k e s  m o n e y  on t h i s .  N o r m a l l y ,  w h e n  you  

e x p l o r e  s p a c e  you  s p e n d  a lot  of m o n e y .  S i n c e  1954 we h a v e  i n a c t i v a t e d  

o v e r  27 m i l l i o n  s q u a r e  f e e t  of w a r e h o u s e  s p a c e .  We a r e  s c h e d u l i n g  

13 m i l l i o n  m o r e  s q u a r e  f e e t  of s p a c e  to  be  i n a c t i v a t e d  by the  end  of 

1962. 
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In r e a d i n g  t h i s  o v e r  y e s t e r d a y  s o m e b o d y  m a d e  the  o b s e r v a t i o n  

tha t  I had b e t t e r  w i t h d r a w  tha t  f o r e c a s t  b e c a u s e  p o s s i b l y  w e ' l l  n e e d  

th i s  s p a c e  to  s t o r e  a l l  of the  p a p e r s  r e l a t i n g  to  the  r e o r g a n i z a t i o n .  

I d o n ' t  know w h e t h e r  t h a t ' s  a s a f e  p o s i t i o n  fo r  m e  to l e a v e  m y s e l f  in.  

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

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

u s e d  by a n o t h e r  F e d e r a l  a g e n c y .  I m i g h t  add tha t  in t h i s  f i e ld  the  

funds  we ge t  f r o m  the  r e n t a l  of t h e s e  t h i n g s  go in to  ou r  M and O 

funds  as  an  o f f se t .  So t h e r e  i s  an  i n c e n t i v e  t h e r e  to  ge t  o t h e r  p e o p l e  

to  u se  t h i s  s p a c e ,  b e c a u s e  it  g i v e s  us  the  c a p a b i l i t y  to  do our  M and O 

job b e t t e r .  

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

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

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

In m y  op in ion  t h i s  is  a m a j o r  a c c o m p l i s h m e n t  on the  p a r t  of  the  A r m y .  

So m u c h  fo r  s o m e  of the  h i g h l i g h t s  of  the  p r o g r e s s  t ha t  has  b e e n  

r e a l i z e d .  We a r e  not  c o m p l a c e n t  in t h i s  f i e ld ,  and we  a r e  not  s a t i s f i e d .  

T h e r e  is  s t i l l  a lot  to  be d e s i r e d .  I g u e s s  t h i s  b u s i n e s s  is  a l i t t l e  b i t  

l ike  p a i n t i n g  B r o o k l y n  B r i d g e .  As s o o n  as  you get  t h r o u g h  and get  o v e r  

to  the  o t h e r  end,  you s t a r t  off a l l  o v e r  aga in .  

At a M a t e r i a l  S e c r e t a r i e s '  m e e t i n g  in  May of l a s t  y e a r ,  t he  m u t u a l  

op in ion  of t h o s e  in  a t t e n d a n c e  was  tha t  we m u s t  m o v e  e v e n  f a s t e r  in 

the  i m p r o v e m e n t  of supp ly  m a n a g e m e n t .  I r e q u e s t e d  the  d e p u t i e s  of 
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the  M a t e r i a l  S e c r e t a r i e s  to  w o r k  wi th  m y  of f i ce  in the  d e v e l o p m e n t  of 

a p o s i t i v e  p r o g r a m .  Up un t i l  tha t  t i m e  we had  b e e n  on s o m e  p r o j e c t s  

s o m e t i m e s  on a d e f e n s i v e  b a s i s  on s o m e t h i n g  tha t  the  GAO r e p o r t  

s t i m u l a t e d  o r  s o m e t h i n g  tha t  s o m e  C o n g r e s s i o n a l  a r e a  had a c t i v a t e d .  

Th i s  d i d n ' t  s e e m  to  m e  t o b e  a v e r y  o r d e r l y  way to  go about  t h i s .  

A f t e r  w o r k i n g  c l o s e l y  and c o n t i n u o u s l y  wi th  the  M a t e r i a l  S e c r e t a r i e s  

and t h e i r  m i l i t a r y  and c i v i l i a n  a d v i s e r s ~  we e s t a b l i s h e d  a c o m p r e h e n s i v e  

p r o g r a m .  T h i s  p r o g r a m ,  r e f e r r e d  to  as  the  D e f e n s e  M a t e r i a l  M a n a g e m e n t  

P r o g r a m ,  was  u n a n i m o u s l y  a g r e e d  upon by the  s e r v i c e s .  I b e l i e v e  t h i s  

un i f i ed  p r o g r a m  a p p r o a c h  to  supp ly  m a n a g e m e n t  w i l l  s t e p  up the  t e m p o  

wi th  w h i c h  we a r e  go ing  to  s o l v e  s o m e  of t h e s e  p r o b l e m s .  

To the  b e s t  of m y  k n o w l e d g e ,  th i s  is  the  f i r s t  t i m e  tha t  we have  

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

in c o l l a b o r a t i o n  wi th  the  m i l i t a r y  d e p a r t m e n t s .  W e ' v e  got i n f o r m a t i o n  

h e r e  abou t  the  A r m y  Supply  S y s t e m  tha t  I t h ink  the  A r m y  w i l l  a d m i t  

has  n e v e r  b e f o r e  b e e n  put  in  one p a c k a g e .  The  s a m e  t h i n g  is  t r u e  about  

the  Navy and t he  s a m e  t h i n g  is  t r u e  about  the  A i r  F o r c e .  

P a u l  R i l e y  of m y  of f ice ,  in Supply and M a n a g e m e n t  Policy~ wi l l  

d i s c u s s  t h i s  p r o g r a m  wi th  you in d e t a i l  l a t e r  in y o u r  c u r r i c u l u m .  So 

I w i l l  j u s t  s k e t c h  in the  ou t l i ne  t o d a y  to  g ive  you s o m e  i n s i g h t  as  to  i t s  

cove  r a g e  o 

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

p r o j e c t s  w h i c h  a r e  d e s i g n e d  to  m a k e  s i g n i f i c a n t  i m p r o v e m e n t  in the  
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m a n a g e m e n t  of DOD supp ly  o p e r a t i o n s .  I nc luded  in  t h i s  e x t e n s i v e  

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

the  m e t h o d s  of supp ly  m a n a g e m e n t  w h i c h  is  the  m o s t  e f f i c i e n t  f o r  e a c h  

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

of supp ly  in to  t h r e e  m a n a g e m e n t  g r o u p s :  T h o s e  i t e m s  whi9h  m u s t  

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

to  i n t e g r a t e d  m a n a g e m e n t ;  and t h o s e  i t e m s  f o r  w h i c h  m a n a g e m e n t  

c o n t r o l  can  be d e t e r m i n e d  on e c o n o m i c  c o n s i d e r a t i o n s  and n e e d  not  

be  c o n t r o l l e d  by the  m i l i t a r y .  F o r  s u c h  i t e m s  we would  u s e  e i t h e r  

l o c a l  p u r c h a s e  p r o c e d u r e s  o r  the  e x t e n s i v e  u s e  of GSA s u p p o r t .  

In m y  op in ion  th i s  u n d e r t a k i n g ,  h o w e v e r  d i f f icu l t ,  w i l l  once  and 

fo r  a l l  g ive  us  a r e a l  b a s i s  to p r o c e e d  in a l o g i c a l  and m e a n i n g f u l  way 

to  i m p r o v e  o r  i n t e g r a t e  ou r  m i l i t a r y  supp ly  s y s t e m s .  

We e l e c t e d  to s t a r t  t h i s  c o d i n g  p r o c e s s  wi th  t he  c l a s s e s  of supp ly  

a s s i g n e d  to  the  two ne w s i n g l e  m a n a g e r s  f o r  g e n e r a l  and i n d u s t r i a l  

s u p p l i e s .  The  c o d i n g  and c l a s s i f i c a t i o n  a c t i o n  in  t h e s e  a r e a s  is  w e l l  

u n d e r  way.  The  p r o g r a m  is  m a d e  up of a s e r i e s  of  l o g i c a l  s t e p s  in  

a p lan  to i n t e g r a t e  m a t e r i a l  m a n a g e m e n t  in the  D e p a r t m e n t  of D e f e n s e  

wi thou t  d i s r u p t i n g  the  c o m p l e x  w o r l d w i d e  m i l i t a r y  supp ly  s y s t e m s  and 

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

Th i s  p r o g r a m  has  had a l r e a d y  s u b s t a n t i a l  i m p a c t  on o u r  t h i n k i n g  

and we have  m a d e  a lot  of p r o g r e s s  in i t .  We now have  p r o j e c t e d  
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f o r w a r d  a d d i t i o n s  to  the  p r o g r a m  fo r  the  c o m i n g  y e a r .  

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

b r o a d  o b j e c t i v e s  fo r  a t t a i n i n g  g r e a t e r  i n t e g r a t i o n  of supp ly .  H o w e v e r ,  

I m u s t  go a s t e p  f u r t h e r  and t ouch  on a f u r t h e r  type  of o b j e c t i v e .  I 

don ' t  m e a n  m i l i t a r y  s e r v i c e  h e r e ,  I m e a n  s e r v i n g  o n e - - c o m m u n i c a t i o n s .  

In t e l e c o m m u n i c a t i o n s  we a r e  d e v e l o p i n g  a s i n g l e  w o r l d w i d e  long  haul  

poin t  to  po in t  c o m m u n i c a t i o n  s y s t e m  to  m e e t  a l l  the  r e q u i r e m e n t s  of 

the  D e p a r t m e n t  of D e f e n s e .  

Th i s  is  t he  n e w e s t  D e f e n s e  a p p r o a c h  to  s o l v i n g  an i n t r i c a t e  and 

c o m p l i c a t e d  p r o b l e m .  Al l  of th i s  is  b a s i c  to  the  w i s h e s  and r e q u e s t s  

of the  P r e s i d e n t  and the  C o n g r e s s .  The  c o m m u n i c a t i o n s  d e m a n d  fo r  

h i g h - s p e e d  data~ c l o s e d  c i r c u i t  and n e t w o r k  TV, i n c r i p t i o n ,  b r o a d -  

band da ta ,  v i s u a l  i n f o r m a t i o n ,  s p e e d ,  r e l i a b i l i t y ,  and s e c u r i t y  to 

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

and gu ided  m i s s i l e s  r e q u i r e s  c a r e f u l  p l a n n i n g  now in o r d e r  to  a s s u r e  

tha t  a d e q u a t e  f a c i l i t i e s  a r e  p r o v i d e d  ef f ic ient ly~ e c o n o m i c a l l y ,  and at  

a t i m e  w h e n  t h e y  a r e  n e e d e d .  

The  S e c r e t a r y  of D e f e n s e  i s s u e d  two  d i r e c t i v e s  and a u t h o r i z e d  a 

D e f e n s e  C o m m u n i c a t i o n s  A g e n c y  and a D e f e n s e  C o m m u n i c a t i o n  S y s t e m ,  

both  u n d e r  the  d i r e c t i o n ,  a u t h o r i t y ,  and c o n t r o l  of the  S e c r e t a r y .  We 

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

of our  c u r r e n t  c o m m u n i c a t i o n s  s y s t e m s  in to  a D e f e n s e  C o m m u n i c a t i o n  

S y s t e m .  Th i s  c o n c e p t  of i n t e g r a t i n g  wi thou t  d i s r u p t i n g  e s s e n t i a l  
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c o m m u n i c a t i o n s  w i l l  p r o v i d e  us  the  b e s t  m e t h o d .  

The  D e f e n s e  C o m m u n i c a t i o n s  A g e n c y  is now d e v e l o p i n g  p l a n s  

fo r  a s s u m i n g  o p e r a t i o n a l  c o n t r o l  and fu l l  s u p e r v i s i o n  of t h e s e  D e f e n s e  

C o m m u n i c a t i o n  S y s t e m  p a r t s  by M a r c h  1961. 

I would  l ike  to  c l o s e  wi th  a c h a l l e n g e  to you g e n t l e m e n ,  a c h a l l e n g e  

to  a l l  of us  to  c a s t  a s i d e  p r e v i o u s  n o t i o n s  and t r a d i t i o n a l  m e t h o d s .  

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

m e t h o d s  wh ich  w e r e  d e s i g n e d  to m e e t  p r e v i o u s  c o n d i t i o n s .  The  t r i -  

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

t h r o u g h s  in ou r  supp ly  and l o g i s t i c s  c o n c e p t s .  

The  n e x t  few y e a r s  a r e  bound to  w i t n e s s  s u b s t a n t i a l  c h a n g e s  in 

the  l o g i s t i c s  f i e ld .  New t e c h n o l o g y  wi l l  r e q u i r e  new c o n c e p t s .  A d d i -  

t i o n a l l y ,  p r e s s u r e s  f o r  l o g i s t i c s  i m p r o v e m e n t  and e c o n o m i e s  a r e  bound 

to g r o w .  M i l i t a r y  and c i v i l i a n  a l i ke ,  you h a v e  b e e n  a f f o r d e d  a g r e a t  

o p p o r t u n i t y  at t h i s  s c h o o l  to  s t u d y  and r e f l e c t  on m a t t e r s  r e l a t i n g  to 

ou r  p r o f e s s i o n a l  r e s p o n s i b i l i t i e s .  Y o u r  i n g e n u i t y  has  b e e n  c h a l l e n g e d  

and new  v i s t a s  have  b e e n  opened  to you.  S t i m u l a t e d  by th i s  e d u c a t i o n a l  

e x p e r i e n c e ,  I hope  tha t  e a c h  of you wi l l  g ive  r e n e w e d  e m p h a s i s  and 

f r e s h  t h i n k i n g  to  the  p r o b l e m  of how we can  b e s t  a c h i e v e  ou r  o b j e c t i v e s ,  

how we can  i n s u r e  an o r g a n i z a t i o n  tha t  wi l l  p r o v i d e  us  wi th  the  b e s t  

m i l i t a r y  p o s t u r e  in a n u c l e a r  e r a  in w h i c h  we have  l i t t l e  p a s t  e x p e r i e n c e  

to gu ide  us .  
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We in t he  Off ice  of the  S e c r e t a r y  of D e f e n s e  a r e  p r o u d  of the  

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

I am  c o n f i d e n t  tha t  you wi l l  app ly  t h i s  s p e c i a l  p r i v i l e g e  and t r a i n i n g  

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

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

m e n t .  

G e n t l e m e n ,  m y  a p o l o g i e s  to you f o r  not  m e n t i o n i n g  w h e n  I s t a r t e d  

tha t  I l o o k e d  up t h e r e  and I t hough t  you had le f t  the  r o o m  wi th  on ly  the  

A d m i r a l  h o l d i n g  g u a r d  t h e r e .  

Thank  you v e r y  m u c h .  

C A P T A I N  MURRAY: M r .  M c G u i r e  is  r e a d y  fo r  y o u r  q u e s t i o n s ,  

g e n t l e m e n .  

QUESTION:  Mr .  S e c r e t a r y ,  in ou r  d e s i r e  f o r  s i m p l i c i t y  and 

p r a c t i c a l i t y ,  it  s e e m s  to m e  tha t  we pay a Little b i t  too  m u c h  a t t e n t i o n  

to s o p h i s t i c a t i o n .  I am s p e a k i n g  s p e c i f i c a l l y  of the  u s e  of e l e c t r o n i c  

d a t a - p r o c e s s i n g  e q u i p m e n t ,  w h e r e i n  m o s t  of t he  o p e r a t i o n s  I h a v e  s e e n  

w e r e  c o l l e c t i n g  so  m u c h  m a n a g e m e n t  m a t e r i a l  da ta  tha t  we don ' t  have  

t i m e  to a n a l y z e  it and u s e  it e f f e c t i v e l y .  Wi l l  you  c o m m e n t  on th i s ,  

p l e a s e  ? 

MR. McGUIRE:  Do you t h i n k  you a r e  a l o n e  in t h i s  in the  m i l i t a r y ?  

Th i s  is  v e r y  obv ious  data ,  and wi th  a l l  due r e s p e c t  to  ICBM and o t h e r  

c o m p u t e r  m a n u f a c t u r i n g  c o m p a n i e s  one of t he  p r o b l e m s  in t h i s  f i e ld  
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i s  t ha t  t h e s e  m a c h i n e s ,  in o r d e r  to p r o v e  t h e i r  t r e m e n d o u s  c a p a b i l i t y  

to do so  m a n y  t h i n g s ,  s e e m  to  c r a n k  up a lot  of i n f o r m a t i o n  to s t a r t  

w i th .  T h i s  is  the  po in t  t ha t  I t r i e d  to t o u c h  on in the  s t a n d a r d i z a t i o n  

p r o g r a m ,  w h e r e  we  found p e o p l e  go ing  t h r o u g h  a l a b o r i o u s  e x e r c i s e  

and b e i n g  v e r y  s c i e n t i f i c  a b o u t  i t .  I u s e d  the  e x a m p l e  of w a s t e p a p e r  

b a s k e t s .  You c a n  t a k e  the  e x a m p l e  of t o i l e t  p a p e r  i f  you  w a n t .  You 

n e e d  t o i l e t  p a p e r  fo r  one  r e a s o n  tha t  I know of, and you  d o n ' t  n e e d  14 

d i f f e r e n t  v a r i e t i e s  of i t ,  but  you  p r o b a b l y  found you  had  t h e m .  

T h e r e ' s  a v e r y  g r e a t  d a n g e r  in t h i s  f i e l d ,  and  t h e r e  is  a f u r t h e r  

d a n g e r  t ha t  we a r e  p a y i n g  a lot  of a t t e n t i o n  to  g e t t i n g  r e p o r t s ,  and the  

obv ious  d a n g e r  tha t  we  a r e  not  d o i n g  e n o u g h  to t r a i n  p e o p l e  to  u s e  the  

r e p o r t s .  

If you  d o n ' t  m i n d  m y  t a k i n g  a l i t t l e  bi t  m o r e  t i m e  t h a n  you  t h o u g h t  

the  q u e s t i o n  wou ld  u s e  u p - - I  a m  f o l l o w i n g  t ha t  s y s t e m .  T h e y  t e l l  m e  

I a m  a p r o f e s s i o n a l  a t  it  in  C o n g r e s s .  When  t h e y  a s k  m e  a q u e s t i o n  

i t  t a k e s  t h r e e  h o u r s  and  o n e - h a l f  f o r  m e  to  f i n i s h  t he  a n s w e r ,  and t h e n  

t h e y  h a v e n ' t  a n y  m o r e  t i m e .  At any  r a t e ,  in  m y  b u s i n e s s  we  l i v e d  on 

t h e s e  r e p o r t s  but we  a b o l i s h e d  t h e m  v e r y  q u i c k l y  b e c a u s e  t h e y  w e r e n ' t  

e f f e c t i v e .  

T h e  f i r s t  th ing ,  w h e n  o u r  r e p o r t s  c o m e  out,  i s  t ha t  t h e y  hi t  m y  d e s k .  

I h a v e  a n u m b e r  of p r o b l e m s  in  o p e r a t i n g  t h i s  b u s i n e s s ,  so  I had  a y o u n g  

m a n ,  a top  g r a d u a t e  of o u r  t r a i n i n g  g r o u p ,  a n a l y z e  and  h i g h l i g h t  po in t s  

of t h i s .  T h e n  we wou ld  h a v e  a m e e t i n g  on tha t  r e p o r t  w i t h i n  2 o r  3 h o u r s  
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and  would  s t a r t  g e t t i n g  s o m e  t h i n g s  done  abou t  i t .  

We h a v e  t h e  obv ious  p r o b l e m  in  g o v e r n m e n t  t ha t  o u r  r e p o r t s  a r e  

l a t e  in  t e r m s  of e f f e c t i v e n e s s .  It t a k e s  t oo  long  to ge t  t h e m  out .  I 

h a v e n ' t  b e e n  ab l e ,  s i n c e  I h a v e  b e e n  h e r e ,  c a n d i d l y ,  to  ge t  m y  f i n g e r s  

on a s e n s e  o r  a f e e l  Of m a n a g e m e n t  t h r o u g h  s o m e  r e p o r t s  t ha t  get  to 

m e  p r o m p t l y .  I j u s t  d o n ' t  a g r e e  t ha t  i t  c a n  t a k e  s o  long  to  ge t  t h e s e  

r e p o r t s  out  and I h a v e  a s e v e r e  r e s e r v a t i o n .  We t r i e d  to  t a k e  s t e p s  

on t h i s ,  but  I d o n ' t  t h i n k  we a r e  d o i n g  it a s  e f f e c t i v e l y  as  we  ough t  to ,  

to  l i m i t  t he  u s e  of t h e s e  m a c h i n e s .  

I a m  not  t a l k i n g  abou t  the  c o s t  of  t h e m ,  b e c a u s e  the  c o s t  i s  n o t h i n g  

if t h e y  a r e  e f f e c t i v e  and do s o m e t h i n g .  But  r i g h t  now I h a v e  a f e e l i n g  

tha t ,  w i th  a l l  due  c o n s i d e r a t i o n  f o r  the  m o t i v e s ,  we  h a v e  d e v e l o p e d  a 

g r o u p  of p e o p l e  who a r e  d e d i c a t e d  to  b e c o m i n g  s l a v e s  of t h e s e  m a c h i n e s .  

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

STUDENT: Yes, sir. 

MR. McGUIRE: Do you agree or disagree? I1d like to know. 

STUDENT: I agree. 

MR. McGUIRE: Thank you. 

QUESTION: In recent years much has been done to speed up the 

distribution cycle by airlift and data-processing equipment and to speed 

up quite a bit basic requirements computation, but it seems that we 

have lost much of this time in the requirements approval cycle and in 

the procurement cycle by the ever longer cycle of approvals and reviews 
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t ha t  go on. Is anyone  d o i n g  a n y t h i n g  to  s h o r t e n  t h e s e  ? 

MR. McGUIRE: I would like to repeat what I think your question 

is--that the bureaucracy of reviewing and reviewing takes out any gain 

we make in other fields. Yes, I think that we are. I wish I had been 

able to talk on this subject, because I think I could be more interesting. 

We have developed some logistics guidance now. The premise of this 

logistics guidance is relatively simple. It means we are all going to 

fight the same war and we're all on the same football team, in essence. 

With these criteria yardstick set, it's very easy in some of these 

fields to know what the right answer ought to be. It's a simple formula. 

You don't have to challenge the Army, for instance, as to whether or not 

they are going to equip the entire Army with tanks across the board on 

a wartime utilization rate, when only X number divisions are planned 

in limited war. The same thing applies to the Air Force and the Navy. 

In that field I think we have made very very substantial progress. 

I was commenting here during the intermission to Bill Gurney that we 

have just finished a very comprehensive review of Army modernization. 

This has been a controversial area. It's fine to talk modernization 

and it's fine to have the fellow on the other side talk about what you had 

or whether it was modernization, and so forth. But I think we are in the 

position now where we have a document. The Army agrees with it and 

we agree with it. It means this kind of debate is out. We fish or cut 

ba i t .  We buy o r  we d o n ' t  buy.  
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I could go on and tell  you about a lot of these fields. I think i n  

e s s e n c e  w h a t  I a m  t r y i n g  t o  s a y  t o  y o u  i s  t h a t  I a m  n o t  m u c h  i n t e r e s t e d  

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

t o  c u t  d o w n  t h e  e l e v a t o r s  i n  a s t o r e  w o u l d  m e a n  l e s s  c o s t .  It  w o u l d .  

I t ' s  t r u e .  B u t  i t  w o u l d  h a v e  f e w e r  c u s t o m e r s ,  t o o .  

T o  s p e n d  f o u r  h o u r s  d e b a t i n g  t h a t  p o i n t  o f  w h e t h e r  w e  h a v e  a n  

A r m y  o r  n o t ,  o r  s o m e t h i n g  o f  t h a t  e x a g g e r a t e d  n a t u r e ,  j u s t  i s  n o t  

p r o d u c t i v e .  We  a r e  t r y i n g  t o  g e t  t h i s  t h i n g  i n t o  f i e l d s  w h e r e  w e  in  

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

S t r a n g e l y  e n o u g h ,  I k n o w  t h a t  t h e  D e p a r t m e n t  o f  D e f e n s e ,  i n  t h e  

m i n d s  o f  a l o t  o f  p e o p l e ,  a n d  p r o p e r l y  s o ,  h a s  b e e n  s o r t  o f  a d e v i l  i n  

c e r t a i n  a r e a s .  B u t  I f i n d  m y  o f f i c e  b e i n g  u s e d  m o r e  a n d  m o r e  b y  t h e  

s e r v i c e s  t o  a s k  a s s i s t a n c e  in  g e t t i n g  t h e  p r o p e r  p o i n t  o f  v i e w  p u t  a c r o s s  

s o  t h a t  t h e  B u r e a u  o f  t h e  B u d g e t ,  t h e  C o m p t r o l l e r ,  a n d  o t h e r s  u n d e r s t a n d  

i t ,  a n d  w e  d o n ' t  h a v e  in  D e f e n s e  4 o r  5 d i f f e r e n t  v i e w p o i n t s  b e c a u s e  t h e  

f e l l o w  n e v e r  k n o w s  w h e n  h e  h a s  s o l d  h i s  b i l l  o f  g o o d s  . 

We  a r e  d o i n g  a lo t  o f  t h a t .  I t h i n k  w e  h a v e  a v e r y  s u b s t a n t i a l  

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

H a v e  I a n s w e r e d  y o u r  q u e s t i o n ?  I d o n ' t  w a n t  a n y o n e  a r o u n d  h e r e  t o  

b e  a f r a i d  t o  s a y  n o .  I ' l l  t r y  t o  a m p l i f y  m y  a n s w e r  i f  n e c e s s a r y .  

QUESTION: W h a t  a r e  y o u r  v i e w s  o n  t h e  w e a p o n  s y s t e m  m a n a g e m e n t  

c o n c e p t  o f  o p e r a t i o n ?  

t h a t  c o n c e p t  o u t  ? 

D o e s  i t  h a v e  a b r i g h t  f u t u r e ,  o r  a r e  we  p h a s i n g  
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MR. McGUIRE: First I think somebody had better understand 

what the weapon system management concept is. It is any one of a 

great number of things. I have not found a weapon system management 

concept that is identical to any other. The Polaris system is a weapon 

management system. You fellows within the Air Force have 4 or 5 

different approaches on the degree tha~the thing is required. 

I think it is here to stay. I am n~ctso sure that there is anything 

so new about it, except that we now have in industry a greater capabiLity 

than we had before World War II. 

My on ly  c o n c e r n  w i th  it  is  t ha t  we m a i n t a i n  in the  s e r v i c e s  a c e r -  

t a i n  a m o u n t  of m a n a g e m e n t  c o n t r o l ,  p r o d u c t i o n  c o n t r o l ,  and c a p a b i l i t y ,  

and t ha t  we d o n ' t  s e l l  e v e r y t h i n g  o v e r  t h e r e  u n d e r  the  s y s t e m .  

I n c i d e n t a l l y ,  t h e  H a r v a r d  B u s i n e s s  Schoo l ,  u n d e r  a g r a n t  f r o m  the  

F o r d  F o u n d a t i o n ,  i s  m a k i n g  a v e r y  e x h a u s t i v e  s t u d y  in t h i s  a r e a j  and 

I s p e n t  a day  up t h e r e  d i s c u s s i n g  the  s u b j e c t  w i th  t h e m .  I c a n ' t  s a y  tha t  

I w i l l  a g r e e  wi th  t h e m  in  t h e i r  c o n c l u s i o n s  o r  a n y t h i n g  e l s e .  But  t h e y  

found out  a v e r y  i n t e r e s t i n g  t h i n g .  

T h e  a u t o m o t i v e  i n d u s t r y ,  t a l k i n g  a b o u t  w e a p o n  s y s t e m s ,  n e v e r  m a k e s  

a c h a n g e  t ha t  i s  too  r a d i c a l .  If i t ' s  w r o n g ,  t h e y  have  to  h a u l  b a c k  a l l  t h o s e  

c a r s  and pay  f o r  t h e m .  So t h i s  i s  a g r a d u a l  k ind  of t h i n g .  

in w e a p o n  s y s t e m s  is  c e r t a i n l y  not  t ha t  k ind  of b u s i n e s s .  

10 y e a r s  if we  have  toj 

Our  b u s i n e s s  

We c a n  j u m p  

and w e ' l l  g a m b l e  on i t .  We a r e  d o i n g  it now wi th  
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o u r  b ig  m i s s i l e s .  I t h i n k  w e ' v e  got 3 o r  4 t y p e s  of i m p l a c e m e n t s  t ha t  

we have  to  put  in, no t  t h r o u g h  w a s t e  o r  not  k n o w i n g  w h a t  we a r e  d o i n g  

but  b e c a u s e  we a r e  e x p e r i m e n t i n g .  On one  hand ,  if  we  f ind out  s o m e -  

th i ag ,  we put  i t  o v e r  h e r e .  We n e v e r  get  a c h a n c e  to ge t  t he  t h i n g  

m a r r i  ed b e f o r e  i t ' s  f i n i s h e d .  

Q U E S T I O N :  M r .  S e c r e t a r y ,  you  p o i n t e d  out  an  a w f u l  lot  of 

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

a s s o c i a t e d  w i th  o u r  D e f e n s e  b u d g e t .  P e r i o d i c a l l y  we t r y  to cu t  down 

the  14 t y p e s  of t o i l e t  p a p e r  and we  get  p o l i t i c a l  r e a c t i o n  w h i c h  s e e m s  

to  m a k e  it d i f f i cu l t .  The  Navy  W e a p o n s  P l a n t  h e r e  in W a s h i n g t o n  has  

b e e n  t r y i n g  to shu t  d o w n .  

MR.  M c G U I R E :  Why do you  m e n t i o n  t h a t ?  T h e y  t r i e d  to  hand  

t ha t  one  to  m e  the  o t h e r  day .  

S T U D E N T :  We h a v e  done  the  s a m e  t h i n g  in w e a p o n  s y s t e m s .  

We d e c i d e  t h a t  we d o n ' t  w a n t  to  go a l o n g  w i th  one  and t h e r e ' s  a h e c k  

of a b ig  p o l i t i c a l  f u r o r .  Wi l l  you  c o m m e n t  on the  p o s s i b l e  i m p a c t  of 

t ha t  on t he  i n t e g r a t i o n  of s y s t e m s  and  the  c u t t i n g  out  of s m a l l  b u s i n e s s  

o r  h u r t i n g  i t  ? 

MR.  M c G U I R t ~  Y e s .  T h i s  is  a s e r i o u s  p r o b l e m .  I a m  t o l d - - I  

w a s n ' t  h e r e - - t h a t  the  on ly  f e l l o w  who e v e r  so ld  t h i s  p r o b l e m  w a s  L o u i s  

J o h n s o n .  He  c a l l e d  e v e r y  C o n g r e s s m a n  and  e v e r y  S e n a t o r  in to  a r o o m  

and he a n n o u n c e d :  " G e n t l e m e n ,  w h i l e  you  a r e  h e r e ,  t h e r e ' s  one  f o r  
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e a c h  of you .  T h e r e ' s  a t e l e g r a m  going  out on an  i n s t a l l a t i o n  in  y o u r  

d i s t r i c t  t ha t  we a r e  c l o s i n g .  " Of c q u r s e  he put t h e m  in the  p o s i t i o n ,  

ff you wi l l ,  t ha t  "I  am not  a l o n e .  Th i s  is fo r  t he  c o u n t r y .  " 

I d o n ' t  want  to  po in t  m y  f i n g e r  at C o n g r e s s ,  but  t h e r e  i s  t h i s  a r e a  

tha t  you know about .  I ' l l  po in t  m y  f i n g e r  at  s o m e  of ou r  e m p l o y e e s .  

When  we d e c i d e d  to  c l o s e  the  Nava l  P a i n t  F a c t o r y - - a n d  I g u e s s  I shou ld  

add r i g h t  h e r e  t ha t  I d e c i d e d  t h e n  and t h e r e  tha t  I w a s n ' t  g o i n g  to t r y  

to  c l o s e  the  Rope  W a l k - - t h e r e  w e r e  about  44 p e o p l e  down in  Nor fo lk  

and 44 p e o p l e  out in San Diego ,  and we wen t  t h r o u g h  the  d o g g o n d e s t  

e x e r c i s e  tha t  I have  e v e r  b e e n  t h r o u g h .  

H e r e  was  i n d u s t r y  h o l l e r i n g  tha t  t h i s  be d o n e ,  and I t h i n k  tha t  t h e y  

w e r e  r i gh t ,  o r  I w o u l d n ' t  have  done what  I did,  and t h e y  had in C a l i f o r n i a ,  

I th ink ,  2500 p l an t s  in the  pa in t  b u s i n e s s  and I d o n ' t  know how m a n y  

e m p l o y e e s ,  and t h e y  had abou t  the  s a m e  r a t i o  in  N o r f o l k  in V i r g i n i a .  

T h e r e  was  not  a w o r d  f r o m  any  of t h e m .  The  o r g a n i z a t i o n  of t h i s  k ind 

of lobby ju s t  f r i g h t e n s  the  d i c k e n s  out of m e .  

The  o t h e r  p a r t  of t h i s  p r o b l e m  is  the  one  of the  a s s o c i a t i o n s .  I 

to ld  the  P r e s i d e n t  of the  C h a m b e r  of C o m m e r c e  one  day,  w h e n  he was  

in  to t r y  to  ge t  m y  op in ion  on the  p o s i t i o n  of the  C h a m b e r  of C o m m e r c e  

on the  D e f e n s e  Budge t ,  t ha t  t h e y  have  s u r e  have  got a s i m p l e r  way  of 

a n a l y z i n g  our  budge t  t h a n  we have ,  b e c a u s e  a p p a r e n t l y  t h e y  do it in an 

of f ice  o v e r  h e r e  wi th  s o m e  g e n e r a l  s u p p o r t  f r o m  s o m e b o d y  who g i v e s  

t h e m  s o m e  i d e a s .  I am  not  s a y i n g  t h e y  a r e  not s i n c e r e .  But I s a id ,  
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"As long  as  we a r e  so  s i n c e r e  in s a v i n g  D e f e n s e  m o n e y ,  w h y  d o n ' t  

you  i n s t r u c t  e a c h  of y o u r  l o c a l  c h a m b e r s - - B o s t o n ,  New Y o r k ,  C l e v e l a n d - -  

and  P o d u n k - - t o  p r i n t  on t he  f r o n t  page  of the  p a p e r  on J a n u a r y  i t h o s e  

g o v e r n m e n t  i n s t a l l a t i o n s  in  y o u r  a r e a  t ha t  you  w a n t  to  c l o s e . "  

And t h i s  f e l l o w  s a i d  to  m e ,  " L e t ' s  be  r e a l i s t i c . "  

Th i s  is a p r o b l e m .  I t ' s  p a r t  of o u r  s y s t e m .  I t h i n k  p r o b a b l y  you  

a r e  in t h i s  t h i n g  on c o m m i s s i o n s ,  and  p e o p l e  have  s a i d  t h a t  n o b o d y  c a n  

c a l l  up a c o m m i s s i o n  i n s i d e  g o v e r n m e n t  o r  o u t s i d e  g o v e r n m e n t .  

S o m e t i m e s  I w i s h  t h e y ' d  h a v e  t h i s  r u l e  in m y  o f f i c e .  

I d o n ' t  m e a n  to  i m p l y  h e r e  t h a t  t h e r e  is  a n y t h i n g  w r o n g  in i t ,  but  

t h e s e  p e o p l e  in  a s s o c i a t i o n s  in  t he  p o l i t i c a l  f i e ld  h a v e  c o n s t i t u e n t s  o r  

c l i e n t s  and  t h e y  w i l l  do t h e i r  l eve}  b e s t  to  t r y  to  s top  a b u s i n e s s  i f  

i t ' s  go ing  to h u r t  t h e m .  Th i s  i s  h u m a n  n a t u r e .  But  i t ' s  a h e c k  of an  

a t m o s p h e r e  to  h a v e  to  m a k e  a d e c i s i o n  in .  

Q U E S T I O N :  M r .  S e c r e t a r y ,  you  m e n t i o n e d  the  i n e f f i c i e n c y  of 

a p p l y i n g  the  s a m e  a m o u n t  of a t t e n t i o n  to  c h e a p  i t e m s  as  to e x p e n s i v e  

o n e s  and  s a i d  a c e r t a i n  d e g r e e  of t h i s  s h o u l d  be a b o l i s h e d .  In the  

b u d g e t a r y  a c t i o n  in  w h i c h  I have  b e e n  e n g a g e d  f o r  s e v e r a l  y e a r s ,  we 

h a v e  not  b e e n  ab le  to s e l l  the  a n a l y s t s  on i g n o r i n g  the  c h e a p  i t e m s  

and  p a y i n g  a t t e n t i o n  to  the  e x p e n s i v e  o n e s  in o u r  b u d g e t .  I1d l i ke  to 

know how you  w e r e  a b l e  to get  p e o p l e  to  i g n o r e  t he  c h e a p  i t e m s  and  

ff S&L cou ld  be of any  a s s i s t a n c e  to us  in s e l l i n g  o u r  a n a l y s t s  on 
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p u t t i n g  t h e i r  a t t e n t i o n  on the  h i g h - p r i c e d  i t e m s .  

MR.  M c G U I R E :  I t h i n k  in a l l  c a n d o r  t h a t  I w i l l  h a v e  to  a n s w e r  

y o u r  q u e s t i o n  by s a y i n g  t h a t  I am not  r e a l l y  f a m i l i a r  w i t h  t he  d e t a i l  

of t h i s  t h i n g  t ha t  f a r  down.  In o u r  r e f e r e n c e  I w a s  t a l k i n g  m o r e  in  

t e r m s  of the  s u p p l y  m a n a g e m e n t  p h a s e  of t h i s  t h i n g .  I w i l l  s a y  t h i s  

to you,  t ha t  I am v e r y  m u c h  c o n c e r n e d  abou t  the  a p p r o a c h  of the  s o -  

c a l l e d  a n a l y s t s  o r  m o n e y  p e o p l e  to  the  s t o c k  f u n d s .  F o r  y e a r s  t he  

s t o c k  funds  h a v e  b e e n  t r e a t e d  as  a s o - c a l l e d  m a n a g e m e n t  t o o l .  When  

I c a m e  in to  the  b u s i n e s s  I a s k e d  m y  t h r e e  a s s o c i a t e s  in t h e s e r v i c e s  

abou t  t h e s e  s t o c k  funds ,  and  t h e y  had  n e v e r  e v e n  s e e n  the  r e p o r t s  on 

t h e m .  

My c o n c e p t  of t he  s t o c k  fund is  t ha t  t h e  s t o c k  fund is  the  c o m p t r o l l e r  

r e p o r t  t ha t  s h o u l d  be i s s u e d  to  the  m a n a g e m e n t  p e o p l e  to  he lp  m a k e  

i n t e l l i g e n t  d e c i s i o n s  and t ha t  it  i s  no t  a p l a c e  to f ind  e x t r a  f u n d s .  I 

h a v e  a d v i s e d  M r .  Ga te s  of t h i s  p h i l o s o p h y  tha t  a f t e r  we  get  a l l  t h r o u g h ,  

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

in the  s t o c k  fund,  and s a i d  t ha t  we  had b e t t e r  u s e  t ha t  f o r  s o m e  o t h e r  

p u r p o s e .  We had  b e t t e r  be  d a r n  s u r e  in  o u r  s t o c k  fund t ha t  the  r i g h t  

i t e m s  a r e  in t h e r e  and  t ha t  t h i s  m o n e y  we got ,  a d m i t t e d l y ,  f r o m  s e l l i n g  

s o m e  i t e m s  we d idn t t  n e e d  is  u s e d  to  b r i n g  up the  p r o p e r  l e v e l s  of i t e m s  

we need. 

What I am saying simply is, I don't believe in managing stock funds 
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by money slices up here. I believe in managing stock funds by a 

knowledge of the items within the stock fund and the requirements 

for them. 

If you have been in the budget business, you know how important 

this problem is getting to be. 

QUESTION: You were talking about the $8 billion surplus and 

s a i d  tha t  i t  is  g o i n g  to  be  $ I 0  b i l l i o n  o r  $15 b i l l i o n ,  a p p r o x i m a t e l y .  

T e n  m o n t h s  ago  we  u n d e r t o o k  a w o r l d w i d e  i n v e n t o r y  and s u p p l y  p r o j e c t .  

Is t h i s  i n c r e a s e  in  c o s t  the  r e s u l t  of g e t t i n g  r i d  of the  s u r p l u s  tha t  we  

found o v e r  t ha t  c o n t i n u i n g  p e r i o d ,  o r  i s  i t  t he  r e s u l t  t ha t  we  a r e  s t i l l  

p r o c u r i n g  i t e m s  we s h o u l d  not ,  o r  i s  i t  b e c a u s e  of the  l e a p  f r o g  t ha t  is  

go ing  on in th i s  e x p e n s i v e  e r a  ? Is t ha t  wha t  i s  c~us ing  t h i s  i n c r e a s e  ? 

MR.  M c G U I R E :  I wou ld  l i ke ,  i f  I m a y ,  s e t  y o u r  q u e s t i o n  as  I 

s e e  i t .  What  you  a r e  a s k i n g  m e  is  w h e r e  did t h i s  i n c r e a s e  c o m e  f r o m  

in the  a m o u n t  of s u r p l u s  d i s p o s a l  we  h a v e .  Is t ha t  r i g h t  ? 

S T U D E N T :  Y e s .  Why has  it  i n c r e a s e d  ? 

MR.  M c G U I R E :  F i r s t  of a l l ,  I to ld  you  tha t  o u r  p h i l o s o p h y  of f i g h t i n g  

a w a r  has  c h a n g e d .  I h a p p e n  to b e l i e v e  tha t  i f  we  a r e  u n d e r  an  a t o m i c  

a t t a c k  we wi l l  have  to  ge t  by w i th  wha t  we  own, and if  we  a r e  go ing  to  

d e p e n d  on o p e n i n g  up a f a c t o r y  t ha t  w i l l  m a k e  s o m e t h i n g  s i x  m o n t h s  
/ 

l a te r~  we a r e  go ing  to  be  in  p o o r  s h a p e .  

T h i s  s a y s  you  have  in y o u r  i n v e n t o r i e s  wha t  y o u r  r e q u i r e m e n t s  

a r e  and  it  a l s o  s a y s  y o u ' v e  got to  know y o u r  r e q u i r e m e n t s .  I h a p p e n  to 
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b e l i e v e  t h a t  in p e a c e t i m e  we a r e  go ing  to  h a v e  a c a p a b i l i t y  to  p r o d u c e ,  

and  we s h o u l d  have  a b a s i c  p r o d u c t i o n  c a p a b i l i t y  t h a t  w i l l  r e p l a c e  the  

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

t h e r e b y  m a i n t a i n  o u r  g e n e r a l  w a r  p o s i t i o n .  

Th i s  has  b r o u g h t  a iot  of t h i s  s tu f f  out  in  the  o p e n .  T h e n  t h e r e  is  

the  t y p e  of t h i n g  w h e r e  a t  H a r m o n  A i r  F o r c e  B a s e  y o u ' l l  h a v e ,  l e t ' s  

s a y ,  an  F - 8 6 .  Y o u ' v e  got to  m a i n t a i n  s t o c k a g e  on the  t h i n g  up t h e r e .  

You s u d d e n l y  c h a n g e  it to  the  F - 1 0 4 .  T h i s  w a s  p l a n n e d ,  but  you  c a n ' t  

r u n  out  of s p a r e  p a r t s  u n t i l  you  d e l i v e r  the  104. You a r e  go ing  to  h a v e  

to  h a v e  t h a t  a m o u n t  of i n v e n t o r y  lef t  t h e r e  t ha t  t h e n  b e c o m e s  s u r p l u s .  

We m a d e  m i s t a k e s  a l s o  in t h i s  f i e l d .  I t ' s  a v e r y  i n t e r e s t i n g  e x a m p l e .  

We h a v e  a gun known as  t he  M - 1 4  gun.  I a m  not  t a k i n g  a n y  i s s u e  wi th  

the  gun.  I t ' s  a r i f l e .  W e ' v e  got abou t  2 . 5 - - I  d o n ' t  know w h e t h e r  i t ' s  

b i l l i o n  o r  m i l l i o n - - o f  the  M - I ' s  in s t o c k .  Anyhow,  w e ' v e  got  a lot  of 

t h e m .  T h i s  gun I t h i n k  is  an  e x c e l l e n t  gun  and  i t ' s  an  i m p r o v e m e n t  on 

the  M - l ,  but  I donWt th ink ,  c a n d i d l y ,  tha t  the  d i f f e r e n c e  b e t w e e n  the  M-1  

and the  M - 1 4  is  g o i n g  to  win  o r  l o s e  a w a r .  I w a s  the  one  who i n i t i a t e d  

t he  p r o c u r e m e n t .  We do t h i s  on an  o r d e r l y  p h a s e d - o u t  b a s i s .  Th i s  is  

not  s o m e t h i n g  I ' v e  got to  ge t  t o m o r r o w  m o r n i n g .  I wan t  to  a c h i e v e  it 

b e c a u s e  it d o e s  have  s o m e  a d v a n t a g e s  in  the  s t a n d a r d i z a t i o n  of the  

a m m u n i t i o n .  M a y b e  it ought to be l i m i t e d  on ly  to  the  E u r o p e a n  a r e a s  

w h e r e  we o p e r a t e  and o u r  r e q u i r e m e n t s  o v e r  t h e r e .  

Now, t h e s e  guns  b e c o m e  s u r p l u s .  T h e y ' r e  e x t r a s .  The  i m p o r t a n t  

r e a l  t h i n g  b e h i n d  t h i s ,  and s u m m i n g  up a l l  t h o s e  t h i n g s  I s a i d - - a n d  I 
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p r o b a b l y  m a k e  m i s t a k e s ,  t o o - - l i k e t h e  foot  l o c k e r  c a s e  w h e r e  the  

f e l l ow  t r a n s p o s e d  a d ig i t  and we s e n t  o v e r  30, 000 w h e n  t h e y  wan ted  

30, o r  s o m e t h i n g ,  to E u r o p e - - w e  now h a v e  the  c a p a b i l i t y  of i d e n t i f y i n g  

th i s  e q u i p m e n t .  We now h a v e  an  a c k n o w l e d g e d  a c c e p t a n c e  of a m i s s i o n .  

We a r e  go ing  to  ge t  i t  out  in the  o p e n  and do s o m e t h i n g  abou t  i t .  I 

r e a l l y  got c l o b b e r e d  about  th i s  w h e n  I b r o u g h t  it out .  I r e m e m b e r  i t  

h i t  the  f r o n t  page  of the  W a s h i n g t o n  p a p e r s .  

was  t h e r e .  If y o u ' v e  got an  A r m y  s a d d l e j  to  

f a m o u s  s t o r y ,  out at  s o m e  f o r t  out t h e r e ,  

Th i s  is  n o t h i n g  new.  It 

r e c a l l  G e n e r a l  W o o d ' s  

s i n c e  Wor ld  War  I, if  you 

d o n ' t  ge t  r i d  of it i t ' s  go ing  to be t h e r e  fo r  W o r l d  War  H and f o r  Wor ld  

War  III and fo r  w h a t e v e r  w a r s  we have  a f t e r w a r d .  Y o u ' v e  got to  f a c e  

up to  t h e s e  p r o b l e m s .  

If I cou ld  s u m m a r i z e  wha t  I am t r y i n g  to  t e l l  you, in m y  b u s i n e s s ,  

if  we bought  a w o m a n ' s  hat  and it  d idn t t  s e l l  in  10 days  we m a r k e d  i t  

down.  The  b u y e r  had 10 m o r e  days  to ge t  r i d  of i t ,  and  I d i d n ' t  c a r e  

w h e t h e r  he got r id  of it o r  gave  i t  away .  I d i d  c a r e  tha t  he  so ld  it~ but 

if  he  had to~ le t  h im g ive  it  away  and get  i t  out of t h e r e .  It would  

c r e a t e  bad m o r a l e  in the  c u s t o m e r ' s  m i n d ,  and e v e r y t h i n g  e l s e .  

The  s a m e  is  t r u e  in the  s e r v i c e .  We have  a d i s c i p l i n e  now w h e r e  

we a r e  l o o k i n g  at t h e s e  t h i n g s  m o r e  and m o r e  r e a l i s t i c a l l y  and we a r e  

do ing  s o m e t h i n g  about  t h e m .  I t ' s  not  a l l  weight~ and i t ' s  not  2 p e r c e n t  

r e t u r n .  B e a r  in  m i n d  that ,  as  you junk  b a t t l e s h i p s  o r  t r u c k s ,  t h i s  

e x a m p l e  c o v e r s  the  s i t u a t i o n .  
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S e v e n t y - s e v e n  p e r c e n t  of t he  2 - I / 2  ton  t r u c k s  we have  in the  

A r m y  I t h i n k  a r e  o v e r  6 o r  7 y e a r s  o ld .  S o m e  of t h e s e  a r e  go ing  to 

s u d d e n l y  c o m e  at  us ,  and we a r e  g o i n g  to h a v e  to r e p l a c e  t h e m  and 

ge t  r i d  of t h e m .  Do you  r e a l i z e  tha t  w e ' v e  g o t t e n  o u r  m o n e y ' s  w o r t h  

out  of t h o s e  t r u c k s ,  f o r  wha t  we  bough t  t h e m  f o r  ? But,  w h e n  we e v a l -  

u a t e  t he  d i s p o s a l  of t h e m ,  we  h a v e  to  r e p o r t  to the  p u b l i c  wha t  we  pa id  

f o r  t h e m .  Th i s  i s  wha t  c a u s e s  p a r t  of the  c o n f u s i o n ,  and it  w o n ' t  be 

c h a n g e d ,  in m y  op in ion ,  b e c a u s e  t h e r e  a r e  s o m e  p e o p l e  who l ike  to 

k e e p  t h i s  m e r r y - g o - r o u n d  g o i n g  a r o u n d  tha t  w a y .  

Q U E S T I O N :  M r .  S e c r e t a r y ,  I have  two  q u e s t i o n s .  

M R .  McGUIRE: L e t  m e  get  m y  p e n c i l  and  p a p e r .  

S T U D E N T :  With  r e s p e c t  to  the  f i r s t  q u e s t i o n ,  we  h a v e  in r e c e n t  

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

f a c e  o u r  f i r s t  a n t i - m i s s i l e  m i s s i l e ,  and the  f o r e c a s t  of w h e n  we  w i l l  

ge t  the  f i r s t  p r o t o t y p e  and  the  f i r s t  o n e s  o p e r a t i o n a l  i s  no t  a v e r y  

e n c o u r a g i n g  one  w h e n  we c o n s i d e r  t h a t  we a r e  in a r a c e  w i t h  t he  S o v i e t s  

to  s e e  who  ge t s  the  f i r s t  one .  So q u e s t i o n  No.  1 is  t h i s :  What  h a s  

S&L done ,  o r  wha t  d o e s  S&L p l a n  to do, in o r d e r  to  a c c e l e r a t e  t h i s  

p a r t i c u l a r  p r o g r a m - - I  a m  s p e a k i n g  now of t he  N i k e - Z e u s - - i n  o r d e r  to  

i n s u r e  tha t  we  w i l l  ge t  t h e r e  f i r s t ?  With r e s p e c t  to  t he  s e c o n d  q u e s t i o n ,  

t h e r e  was  a p o l i c y  d i r e c t i v e  i s s u e d  in J u l y  t h a t  s a i d  in so  m a n y  w o r d s  

t ha t  i t  is  the  p o l i c y  of t he  S e c r e t a r y  of D e f e n s e  t h a t  in  a l l  n e w  c o n s t r u c -  

t i on  and in e x i s t i n g  c o n s t r u c t i o n  we h a r d e n  it  to  p r o v i d e  a p p r o p r i a t e  
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s h e l t e r s  to e n h a n c e  o u r  a b i l i t y  to  s u r v i v e  in the  e v e n t  of a n u c l e a r  

a t t a c k .  My q u e s t i o n  now i s :  What ,  if a n y t h i n g ,  is  p l a n n e d  to  p r o v i d e  

the  s e r v i c e s  wi th  the  c a p a b i l i t y  to  i m p l e m e n t  t h i s  p o l i c y  ? 

MR.  M c G U I R E :  The  r e a s o n  I to ld  you  I w a s  go ing  to  w r i t e  t h i s  

down was  b e c a u s e  one  y e a r  I w a s  o v e r  h e r e  and a f e l l o w  got  up in the  

b a l c o n y  and he  had  a p i e c e  of  p a p e r .  The  on ly  c o n c l u s i o n  I c o u l d  c o m e  

to  was  t h a t  h i s  q u e s t i o n  had  b e e n  w r i t t e n  by  the  Jo in t  Ch ie f s  of Staff .  

S&L in the  f i e l d  of N i k e - Z e u s  and  in  the  c o n t e x t  of y o u r  q u e s t i o n  

has  v e r y  l i t t l e  to  do d i r e c t l y  wi th  t h i s  t h ing .  I s e r v e  on the  B a l l i s t i c  

M i s s i l e s  C o m m i t t e e .  B e a r  in  m i n d  t ha t  t h i s  i s  a r e s e a r c h  p r o b l e m .  

The  b i g  a r g u m e n t  h e r e  is  a s  to  w h e t h e r  o r  no t  we  h a v e  r e a l l y  s o l v e d  

a l l  the  p r o b l e m s .  I a m  not  r e a l l y  q u a l i f i e d  to  a n s w e r  in t h i s  a r e a  t ha t  

you  a r e  r a i s i n g .  

To  the  d e g r e e  t ha t  t h e r e  is  s o m e  r o a d b l o c k  in p r i o r i t i e s  and  tha t  

t ype  of t h ing ,  we  get  in to  i t .  We i s s u e  p r i o r i t i e s  and we ge t  in to  t h i s  

k ind  of p r i o r i t i e s .  T h a t ' s  w h e r e  o u r  o f f i c e  in  t h i s  a r e a  o v e r  t h e r e  

would  get  i n to  t h i s  t h i n g .  

As  to  ~ p o l i c y  h a r d e n i n g  b u s i n e s s ,  I d o n ' t  r e c a l l  the  e x a c t  w o r d s  

of t he  th ing ,  but  I b e l i e v e  tha t  it w a s  t ha t  we s h o u l d  t a k e  t h i s  in to  c o n -  

s i d e r a t i o n  and  m o v e  t o w a r d  t h i s  d i r e c t i o n .  

e x a m p l e ,  r i g h t  now in o u r  m i s s i l e  a r e a s .  

a r e a s .  

We a r e  d o i n g  t h i s ,  f o r  

We a r e  do ing  it  in  s o m e  o t h e r  
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But  t h i s  ge t s  in to  t h e  c h i c k e n  and  e g g  q u e s t i o n ,  a s  to  w h i c h  you  

do f i r s t  in  t h i s  t h ing .  A l s o  I would  l i ke  to  po in t  out  to  you  t ha t  t h e r e  

is  a d e b a t e  go ing  on r i g h t  now on t h i s  p o l i c y  h a r d e n i n g  b u s i n e s s .  F i r s t  

it was  75 and now t h e y  b e l i e v e  tha t  125 p o u n d s  p e r  s q u a r e  i nch  w i l l  

c o m e  out  of wha t  t h e y  t h o u g h t  wou ld  be 75, and  it w o n ' t  c o s t  a n y  m o r e  

m o n e y .  I r e a l l y  b e l i e v e  t h i s ,  so  long  as  t h e y  d o n ' t  l e t  t he  c o n t r a c t o r  

know i t .  If t h e y  e v e r  l e t  h i m  know it,  he  is  g o i n g  to  c h a r g e  s o m e  m o r e  

m o n e y  f o r  w h a t  he  pu t s  down t h e r e .  Now t h e y  a r e  go ing  to  300 and  

t h e y  a r e  t a l k i n g  500~ and I have  c h a l l e n g e d  t h i s ,  b e c a u s e  we  m a y  r e a c h  

a d e g r e e  of, s h a l l  I s a y  ? r e l a t i v e  r e t u r n  on t h i s  t h ing ,  and we know 

v e r y  l i t t l e  abou t  b o m b  damage~  in r e a l i t y .  

I hope  th i s  is not  i n a p p r o p r i a t e  f o r  m e  to  s a y  h e r e ,  Cap ta in ,  but  

I h a v e  b e e n  qu i t e  c o n c e r n e d ,  w o r k i n g  a t  m y  job,  b e c a u s e ,  a s  I i n t e r -  

p r e t e d  a l l  of t h e  d e l i b e r a t i o n s  of t he  m i l i t a r y ,  the  g e n e r a l  a s s u m p t i o n  

w a s  t ha t  40 m i l l i o n  c i v i l i a n s  wou ld  d ie  in an a t o m i c  a t t a c k ,  but  no 

m i l i t a r y  would  be h i t .  Th i s  b o t h e r e d  m e ,  b e c a u s e  I d i d n ' t  h a v e  a 

u n i f o r m .  I w a s  in  t he  N a v y  bu t  I r e s i g n e d  f r o m  the  r e s e r v e .  I m i g h t  

add tha t  A d m i r a l  A u s t i n  a t  N e w p o r t  l a s t  w e e k  o f f e r e d  to h a v e  a u n i f o r m  

p r o v i d e d  to  m e  ff I c a n  get  to N e w p o r t .  

T h i s  has  got to  be done  by  d e g r e e s  and  in t he  a r e a s  w h e r e  we c a n  

m o s t  e f f e c t i v e l y  u t i l i z e  i t .  W e ' v e  done  a lot  in c o m m u n i c a t i o n s .  I n d u s -  

t r y  h a s  done  a lot  in t h i s  f i e l d .  AT&T has  done  a lot  in  b y p a s s  r o u t i n g .  

I d o n ' t  t h ink  we c a n  e v e r  a s s u r e  o u r s e l v e s  t ha t  if we  h a r d e n  e v e r y t h i n g  
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t ha t  e v e r y t h i n g  w i l l  s t a n d  up.  Th i s  ge t s  down  f u n d a m e n t a l l y  to a 

b a s i c  po in t ,  I t h ink .  Tha t  i s ,  if you  t r y  to  h a r d e n  e v e r y t h i n g ,  we 

would  h a v e  a c o s t  w h i c h  wou ld  p r o b a b l y  p r o h i b i t  us  f r o m  b u y i n g  

any  w e a p o n s .  

Now, h a r d e n  e v e r y t h i n g  if  you  wi l l ,  and  h a v e  no w e a p o n s ,  and I 

a m  not  s u r e  w h e r e  we  s i t  in  t h i s  g a m e .  I t h i n k  the  f i r s t  t h i n g  is  the  

w e a p o n s  in  the  o r d e r  of p r i o r i t y .  I d o n ' t  t h i n k  t h e r e  is  any  o v e r a l l  

a r ~ w e r  to y o u r  q u e s t i o n .  I a m  not  s u r e ,  by the  dead  s i l e n c e  a r o u n d  

h e r e ,  Cap ta in ,  t ha t  I h a v e  a n s w e r e d  y o u r  q u e s t i o n  s a t i s f a c t o r i l y .  

S T U D E N T :  It r e a l l y  had  a n o t h e r  p a r t .  T h e  q u e s t i o n  had  to  do w i th  

f a l l o u t  s h e l t e r s  as  w e l l .  

MR.  M c G U I R E :  Wel l ,  t h i s  has  s o m e  t r e m e n d o u s  p o l i t i c a l  i m p l i -  

c a t i o n s  t ha t  you  c a n  a p p r e c i a t e .  I know wha t  I h a v e  to ld  m y  w i f e .  I ' ve  

got a l l  t h e s e  i n s t r u c t i o n s  a s  to  w h a t  I s h o u l d  do, and  wha t  r o u t e s  to  go .  

I to ld  h e r  to  s t a y  r i g h t  w h e r e  s h e  is  and not  to m o v e .  I p e r s o n a l l y  

t h i n k  tha t  the  c o s t  of f a l l o u t  s h e l t e r s  is  g o i n g  to h a v e  to  be  s o l v e d  

by s o m e  pub l i c  o r  i n d i v i d u a l  c o n t r i b u t i o n .  I t h i n k  t ha t  if  the  G o v e r n m e n t  

has  to  t a k e  on th i s  t ab  i t ' s  g o i n g  to  be so  b ig  tha t  s o m e b o d y  w i l l  g ive  

you  the  s a m e  a r g u m e n t  I j u s t  g a v e  on the  w e a p o n s  f i r s t .  The  D e p a r t m e n t  

of D e f e n s e  w i l l  be the  f i r s t  one  to s a y ,  " L o o k .  You  c a n ' t  r a i d  the  

T r e a s u r y  o ~ e r  t h e r e  to  do t h i s .  W e ' v e  got to  g e t  t h e  w e a p o n s .  T h e y  

come first. '! 

There's someone, I know, from OCDM. I see him sitting down there. 
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I wou ld  p r e f e r ,  w i th  a l l  due  r e s p e c t j  to  bow to h is  j u d g m e n t  and to  

h a v e  h im a n s w e r  th i s  q u e s t i o n .  It ha s  not  b e e n  s o l v e d ,  to  m y  k n o w l e d g e .  

Am I r i g h t  on that, J o h n  ? 

S T U D E N T :  I t h i n k  you  put  y o u r  f i n g e r  on i t ,  M r .  Mc G u i r e .  

MR.  M c G U I R E :  You m e a n  k e e p  q u i e t .  

Q U E S T I O N :  T h e r e  has  b e e n  a lot  of d i s c u s s i o n  h e r e  in o u r  l e c t u r e s  

on BOB.  It ha s  b e e n  s u b j e c t  to  m u c h  r i d i c u l e  and  c r i t i c i s m .  Do you  

f e e l  t ha t  the  r e v i e w s  we go t h r o u g h ,  wi th  B O B  on one s i d e ,  a r e  the  

r e s u l t  of t ~ n w a r r a n t e d  i n t e r v e n t i o n  on t h e i r  p a r t  o r  p e r h a p s  a l a c k  of 

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

p a r t  of t he  D e p a r t m e n t  of D e f e n s e ?  

MR.  McGUIRE-  I d o n ' t  t h i n k  i t  i s .  F i r s t  of a l l ,  r e m e m b e r  t h i s :  

T h e  f i n a l  d e c i s i o n  in t h i s  a r e a  has  got to  be  m a d e  by  the  P r e s i d e n t .  

I h a v e  a l w a y s  ~ a t  BOB as  p a r t  of t h e  P r e s i d e n t .  It i s  h i s  a r m .  

In b u s i n e s s  we h a v e  t h i s  k ind of e x e r c i s e .  I t h i n k  wha t  b o t h e r s  you  

is  w h e n  the  f e l l o w s  g e t  in  and  t e l l  you  how to f ight  a w a r  and  ge t  in to  

s o m e  f i e l d s  t ha t  I t h i n k  is  s t r e t c h i n g  the  r e s p o n s i b i l i t y  t h a t  t h e y  h a v e  

to  qu i te  a d e g r e e .  I w i l l  be  s p e c i f i c  abou t  t h i s .  I w i l l  m a k e  a h y p o t h e t -  

i c a l  c a s e .  If t h e y  got in to  the  d e b a t e  abou t  w h e t h e r  we  s h o u l d  h a v e  

P o l a r i s  s u b m a r i n e s  o r  not ,  i t  s e e m s  to m e  t ha t  t h i s  i s  f o r  the  Ch ie f s  

and  the  S e c r e t a r y  of D e f e n s e  to  e s t a b l i s h  f o r  t he  P r e s i d e n t .  If t h e y  

wan t  to c h a l l e n g e  wha t  t h e  c o s t s  a r e  o r  tha t  t ype  of th ing ,  I t h i n k  t h i s  
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is  p e r f e c t l y  a l l  r i g h t .  

On the  o t h e r  hand,  I m u s t  a d m i t ,  s i t t i n g  w h e r e  I s i t ,  t ha t  t he  BOB 

has  f o r c e d  s o m e  i s s u e s  w h i c h  I d i d n ' t  have  the  c a p a b i l i t y ,  a p p a r e n t l y ,  

wi thou t  g e t t i n g  a r b i t r a r y - - a n d  I t r y  not  to r u n  m y  job tha t  w a y - - t o  ge t  

done ,  and I t h ink  t h e y  s h o u l d  have  b e e n  done .  I t h ink  we b r o u g h t  t h e m  

into  the  p i c t u r e  by ou r  d e f e n s i v e  a t t i t u d e  on th i s  t h i n g  and on a good 

m a n y  of t h e s e  t h i n g s .  I c an  g ive  you s e v e r a l  e x a m p l e s .  The  c o m m u n -  

i c a t i o n s  f i e ld  is  one .  By o p e n i n g  t h i s  up so  tha t  we know what  we a r e  

t a l k i n g  about  to  t h e m  open ly ,  t h e y  d o n ' t  h a v e  to go a r o u n d  and m a k e  

s o m e  of t h e s e  c r a z y  i n q u i r i e s ,  tha t  you a r e  t a l k i n g  abou t .  

When  t h e y  a r e  i n f o r m e d ,  if  t h e y  a r e  w r o n g ,  I am in a p o s i t i o n  to  

t e l l  t h e m ,  but  I ought  to  know why t h e y  a r e  w r o n g .  

C A P T A I N  MURRAY: Mr .  S e c r e t a r y ,  t h a n k  you fo r  y o u r  l e c t u r e  

t h i s  m o r n i n g .  I know tha t  t h i s  body  out h e r e  t h i s  m o r n i r ~  r e p r e s e n t s  

a l a r g e  s e g m e n t  of t he  A m e r i c a n  pub l i c  tha t  a p p r e c i a t e s  ~ v e r y  
/ 

u n s e l f i s h  pub l i c  s e r v i c e .  Thank  you v e r y  m u c h .  

MR.  McGUIRE:  May I s a y  j u s t  one t h i n g ?  I am v e r y  a p p r e c i a t i v e  

of th i s  o p p o r t u n i t y  to  be  h e r e .  I t h i n k  tha t  in D e f e n s e  m y  of f i ce  p r o b a b l y  

has  a g r e a t e r  i n t e r e s t  in t h i s  s c h o o l  t h a n  m o s t  a r e a s .  I a l w a y s  w e l c o m e  

the  o p p o r t u n i t y  to c o m e  o v e r  h e r e .  I have  t r i e d  to e n c o u r a g e  m y  p e o p l e  

to come over here. 

about dependents. 

area. 

And I a p p r e c i a t e  v e r y  m u c h  n o b o d y ' s  a s k i n g  m e  

I d o n ' t  know the  a n s w e r  on the  th ing .  I t ' s  not  m y  
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