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D E P A R T M E N T  OF D E F E N S E  S U P P L Y  SYSTEM 

9 D e c e m b e r  1960 

C A P T A I N  BASKETT:  G e n e r a l  Mundy,  G e n t l e m e n :  

Two days  ago  we h e a r d  S e c r e t a r y  M c G u i r e  d e s c r i b e  the  f u n c t i o n s  

of h is  o f f i ce  in the  a r e a  of m a t e r i a l  m a n a g e m e n t .  T h e s e  f u n c t i o n s  

l a r g e l y  f a l l  u n d e r  h i s  D i r e c t o r  f o r  Supply M a n a g e m e n t ,  who is  one 

of the  n i n e  d i r e c t o r s  l i s t e d  by M r .  M c G u i r e  as  c o m p r i s i n g  the  

e c h e l o n  u n d e r  h im in  the  D e p a r t m e n t  of D e f e n s e .  

Th i s  D i r e c t o r  f o r  Supply  M a n a g e m e n t  is  wi th  us  h e r e  th i s  m o r n -  

ing .  He wi l l  d i s c u s s  the  D e p a r t m e n t  of D e f e n s e  Supply S y s t e m .  

It is  a p l e a s u r e  to  w e l c o m e  b a c k  fo r  h i s  t h i r d  l e c t u r e ,  M r .  P a u l  

H. R i l e y .  

G e n t l e m e n ,  Mr .  R i l e y .  

MR. RILEY:  T h a n k  you~ Cap ta in .  I a l w a y s  l ike  to  c o m e  h e r e  

and have  the  o p p o r t u n i t y  to t a l k  to  t h i s  c l a s s ,  no t  b e c a u s e  I l i ke  to  

g ive  s p e e c h e s - - a s  a m a t t e r  of fac t ,  I d r e a d  t h e m .  But  I am a l w a y s  

fond of the  q u e s t i o n - a n d - a n s w e r  p e r i o d  w h i c h  we h a v e  a f t e r  the  t a lk .  

I found t he  p e r i o d  a v e r y  s t i m u l a t i n g  one  in the  pa s t .  Y o u r  q u e s t i o n s ,  

to s ay  the  l e a s t j  a l w a y s  s t i m u l a t e  m e ,  but,  m o r e  i m p o r t a n t ,  t h e y  

i n d i c a t e  to  m e  tha t  y o u r  t h i n k i n g  h e r e  at the  s c h o o l  is  b e i n g  s t i m u l a t e d .  

I t h i n k  tha t  is  t he  p u r p o s e  of y o u r  s c h o o l i n g  h e r e .  It i s  v e r y  good,  and 



I a m  a l w a y s  p l e a s e d  to  p a r r y  w i th  you  the  q u e s t i o n s  and  a n s w e r s .  

L o o k i n g  in to  s o m e  of o u r  s u p p l y  s y s t e m s  and  r e c o g n i z i n g  t ha t  

c o m p u t e r s  a r e  m o r e  and  m o r e  c o m i n g  in to  p l a y - - w e  h a v e  abou t  170 

l a r g e  ones  now i n s t a l l e d  in  o u r  i n v e n t o r y  c o n t r o l  p o i n t s  and d e p o t s - -  

t h i s  r e m i n d s  m e  of a s t o r y .  

A g r o u p  of p e o p l e  a t  L a  G u a r d i a  F i e l d  got  a b o a r d  an  a i r p l a n e .  

As s o o n  as  t h e y  w e r e  a b o a r d ,  the  d o o r  c l o s e d  s w i f t l y .  Wi th in  the  

m a t t e r  of a m i n u t e  o r  so  t h e y  w e r e  up at  30, 000 f ee t ,  f l y i n g  at  abou t  

900 m i l e s  an  h o u r .  A v o i c e  c a m e  o v e r  the  loud s p e a k e r  and s a i d ,  

" L a d i e s  and  g e n t l e m e n ,  w e l c o m e  a b o a r d  A m e r i c a n  A i r l i n e s  F l i g h t  

No.  67. T h i s  a i r c r a f t  in  w h i c h  you  a r e  f l y i n g  is  t he  new DC-2121 .  

It w i l l  go t h r e e  t i m e s  a s  f a s t  a s  the  D C - 7  and wi l l  f ly  t h r e e  t i m e s  as  

h igh ,  and  you  w i l l  f ind tha t  it  is  a t  l e a s t  t h r e e  t i m e s  a s  c o m f o r t a b l e .  

The  two  s t e w a r d e s s e s  you  s e e  on b o a r d  a r e  h e r e  f o r  y o u r  c o m f o r t  and  

to  m a k e y o u r  t r i p  p l e a s a n t .  O t h e r  t h a n  t h o s e  two  t h e r e  i s  no  c r e w  

a b o a r d .  T h i s  a i r c r a f t  i s  e n t i r e l y  c o n t r o l l e d  by c o m p u t e r s .  The  f l igh t  

has  b e e n  p r o g r a m e d  at  30, 000 f ee t ,  at  a s p e e d  of 900 m i l e s  an  h o u r ,  

and we w i l l  l and  a t  London ,  England~ a t  6:16 s h a r p .  You h a v e  n o t h i n g  

to w o r r y  abou t .  All  the  e q u i p m e n t  on th i s  a i r c r a f t  is  the  l a t e s t  e l e c t r o n i c  

e q u i p m e n t  k n o w n  to m a n ,  

t e s t e d ,  t h o r o u g h l y  t e s t e d ,  

and  e v e r y  p i e c e  of i t  h a s  b e e n  t h o r o u g h l y  

t h o r o u g h l y  t e s t e d ,  t h o r o u g h l y  t e s t e d .  " 

Wel l ,  I d o n ' t  t h i n k  it  is  n e c e s s a r y  b e f o r e  a g r o u p  l i ke  t h i s  to e l a b -  

o r a t e  on how i m p o r t a n t  s u p p l y  and l o g i s t i c s  o r  the  w h o l e  f i e ld  of 
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logistics is as a decisive factor to military missions. I think we are 

all aware of the fact that modern warfare, the kind of war that we 

might be susceptible to, has become terribly complicated because of 

changes in technology and the impact of these changes on our weapons. 

Our logistics concepts are working under some very critical 

strains. We need now, more than ever before, to have logistics systems 

in a good basic organization in the Department of Defense, one that 

can respond instantly, and our logistics systems must be able to 

respond with the right material. 

Since my subject today is supply management, I think it would be 

desirable to begin with a quick look at the size of this job. First, 

the Department of Defense inventory is not large--it is huge. In our 

central supply systems the military services are attempting to manage 

about $44 billion worth of material. This does not include the material 

in the hands of troops. 

Not on ly  i s  t h i s  i n v e n t o r y  l a r g e  but  i t  is  not  s t a g n a n t .  We c o n -  

t i n u e  to  m o v e  in to  o u r  i n v e n t o r i e s  and  in to  o u r  s y s t e m s  abou t  $15 

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

$8 and $10 b i l l i o n  w o r t h  e a c h  y e a r ,  and  we h a v e  b e e n  c o n s u m i n g ,  by 

a c t u a l  c o n s u m p t i o n ,  abou t  $5 b i l l i o n .  We h a v e  had  a d i f f i cu l t  job in 

the  l a s t  3 o r  4 y e a r s  t r y i n g  to ge t  the  i n v e n t o r y  down.  We know tha t  

i ts  m a k e - u p  is  not  good in  a l l  c a s e s .  Our  i n v e n t o r i e s  a r e  not  b a l a n c e d  

as  t h e y  s h o u l d  be .  
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We have  m a d e  s o m e  p r o g r e s s  in t h i s  a r e a .  Our  f i g u r e s  s h o w  

us tha t  in  the  l a s t  t h r e e  y e a r s  t h i s  p i l e  of i n v e n t o r y  ha s  b e e n  d e c r e a s e d  

by about  $10 b i l l i o n .  It t a k e s  m o r e  than  200, 000 peop l e  to m a n  o u r  

s y s t e m s ,  and at  the  m o m e n t  it  is  c o s t i n g  us about  $2 b i l l i o n  to  r u n  i t .  

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

c h a n g e s  due to new t e c h n o l o g i c a l  d e v e l o p m e n t s ~  new i t e m s  o b s o l e t i n g  

the  old,  and c h a n g e s  in s t r a t e g y  and t a c t i c s ,  w h i c h  in e f f ec t  c h a n g e  

the  r e q u i r e m e n t s .  And of c o u r s e  the  D e p a r t m e n t  of D e f e n s e  w o r l d w i d e  

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

The  supp ly  m a n a g e m e n t  o r g a n i z a t i o n  of the  D e p a r t m e n t  of D e f e n s e  

is  b ig  and it  is  c o m p l e x .  The  Off ice  of S u p p l y  M a n a g e m e n t  P o l i c y ,  

w h i c h  I r e p r e s e n t ,  i s  the  supp ly  p o l i c y - m a k i n g  e l e m e n t  of t he  Off ice  

of the  A s s i s t a n t  S e c r e t a r y  of D e f e n s e  fo r  Supply and L o g i s t i c s ,  and 

t h i s  o f f ice  is  on ly  one~ Little, s m a l l  p i e c e  of the  t o t a l  l o g i s t i c s  o r g a n -  

i z a t i o n .  

We o p e r a t e  on the  b a s i s  tha t  it i s  our  job to g ive  the  m i l i t a r y  s e r -  

v i c e s  p o l i c y  g u i d a n c e  on what  t h e y  m u s t  do to  i n s u r e  o v e r a l l  e f f i c i e n c y ,  

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

We do not  f e e l  tha t  i t  is  n e c e s s a r y  o r  d e s i r a b l e  f o r  us to t e l l  t he  s e r -  

v i c e s  how t h e y  w i l l  c o m p l i s h  t h i s ,  u n l e s s  t h e r e  is  s o m e  c o m p e l l i n g  

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

B a s i c a l l y  ou r  job can  be  d i v i d e d  in to  t h r e e  e s s e n t i a l  p a r t s :  

F i r s t ,  to  d e t e r m i n e  a p r o p e r  po l icy ;  s e c o n d ,  to  c l e a r l y  e n u n c i a t e  
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it; and,  t h i r d ,  to fo l low up on the  p o l i c y .  

One of the  m o s t  i m p o r t a n t  a s p e c t s  of ou r  o p e r a t i o n a l  p h i l o s o p h y  

i s  t ha t  we do e v e r y t h i n g  p o s s i b l e  to  avoid  the  d a n g e r  of m a k i n g  i v o r y -  

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

and double  c h e c k e d  w i th  the  m i l i t a r y  s e r v i c e  i nvo lved ,  to m a k e  c e r t a i n  

t h a t  we have  c o n s i d e r e d  a l l  the  p o s s i b l e  i m p l i c a t i o n s  of ou r  a c t i o n s .  

T h i s  ha s  pa id  d i v i d e n d s .  It h a s  e s t a b l i s h e d  a c l o s e  w o r k i n g  r e l a t i o n s h i p  

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

in  D e p a r t m e n t  of D e f e n s e  p r o j e c t s .  And I am c o n v i n c e d  t ha t  i t  i s  p r e -  

v e n t i n g  c o s t l y  m i s t a k e s .  

I don ' t  wan t  to  m i s l e a d  you h e r e .  E v e r y t h i n g  i s  no~ r o s y .  One 

of ou r  b i g g e s t  p r o b l e m ~  in the  D e p a r t m e n t  of D e f e n s e  i s  the  c o o r d i n a -  

t i o n  pro~cedure .  But,  in the  t h r e e  y e a r s  t h a t  I h a v e  b e e n  in the  P e n t a g o n  

I have  n o t i c e d  a d e f i n i t e  c h a n g e .  P e o p l e  a r e  b e g i n n i n g  to  ge t  t o g e t h e r .  

T h e y  a r e  b e g i n n i n g  to  t h i n k  abou t  t h i n g s  and to  t a l k  abou t  t h i n g s  t ha t  

t h e y  have  not  t hough t  abou t  o r  t a l k e d  abou t  b e f o r e .  I t h i n k  the  r e c o r d  

w i l l  show tha t  the  D e p a r t m e n t  of D e f e n s e  h a s  a c c o m p l i s h e d  a n u m b e r  

of t h i n g s  in  the  l o g i s t i c s  f i e ld  wh ich ,  w i thou t  an  i n c r e a s e  in the  c o o p e r -  

a t i v e  f e e l i n g ,  could  not  h a v e  b e e n  done .  

I t h i n k  i t  would be h e l p f u l  if  I ou t l i ned  b r i e f l y  ou r  b a s i c  DOD 

p o l i c i e s  and o b j e c t i v e s ,  and the  p r i n c i p a l  f a c t o r s  w h i c h  we c o n s i d e r  

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

I c a n  c o v e r  ou r  g e n e r a l  p o l i c y  and o b j e c t i v e s  in t h r e e  s i m p l e  s t a t e m e n t s .  
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F i r s t ,  we m u s t  have  a u n i v e r s a l  supp ly  l a n g u a g e .  The  d i c t i o n a r y  

fo r  tha t  c o m m o n  supp ly  l a n g u a g e  is ou r  F e d e r a l  Supply Ca ta log  w h i c h  

l i s t s  e a c h  and e v e r y  i t e m  u s e d  by t he  m i l i t a r y  s e r v i c e s ,  and in s o m e  

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

n u m b e r  and n o m e n c l a t u r e  f o r  e a c h  i t e m  tha t  we buy and s t o r e  and i s s u e  

to ou r  c u s t o m e r s .  

Second ,  we m u s t  have  an  i n t e g r a t e d  supp ly  s y s t e m  to  r e d u c e  to  a 

m i n i m u m  d u p l i c a t i o n  in i t e m s  of s u p p l y  h a n d l e d ,  s u p p l y  f a c i l i t i e s ,  

s t a f f ing ,  and t r a n s p o r t a t i o n .  

T h i r d ,  we m u s t  have  an  e f f i c i en t ,  e f f e c t i v e ,  and e c o n o m i c a l  

supp ly  s y s t e m  w h i c h  wi l l  be  r e s p o n s i v e  to  the  n e e d s  of t he  m i l i t a r y  

f o r c e s  of the  Uni t ed  S ta te s  and of ou r  a l l i e s ,  and w h i c h  wi l l ,  in  p r o p e r  

b a l a n c e  wi th  the  e c o n o m i c  c a p a b i l i t i e s  of the  Un i t ed  S t a t e s  ~n p e a c e  

and war ,  be s o m e t h i n g  tha t  we can  a l l  l i ve  wi th .  

To a c c o m p l i s h  t h e s e  o b j e c t i v e s  we have  d e v e l o p e d  and e s t a b l i s h e d  

c e r t a i n  b a s i c  p o l i c y  d i r e c t i v e s .  U n d e r  the  f i r s t  o b j e c t i v e ,  fo r  e x a m p l e ,  

a c o m m o n  supp ly  l a n g u a g e ,  a l l  m i l i t a r y  s e r v i c e s  a r e  r e q u i r e d  to u s e  

the  F e d e r a l  C a t a l o g  S y s t e m  of i t e m  i d e n t i f i c a t i o n .  C o n v e r s i o n  to  the  

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

s y s t e m s  was  c o m p l e t e d  on D e c e m b e r  31, 1958. 

F o r  a l l  p r a c t i c a l  p u r p o s e s ,  then ,  we now have  a s i n g l e  n a m e ,  a 

s i n g l e  c l a s s i f i c a t i o n ,  and a s i n g l e  n u m b e r  f o r  e v e r y  i t e m  in  ou r  supp ly  

s y s t e m .  Thus ,  we a r e  now ab le  to  e x c h a n g e  i n f o r m a t i o n  on i t e m s  
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w h i c h  a r e  in  s h o r t  s u p p l y  o r  in  e x c e s s  o r  u n d e r  p r o c u r e m e n t  in  

the  A r m y ,  Navy ,  A i r  F o r c e ,  and M a r i n e  C o r p s .  We a r e  a l s o  p l e a s e d  

tha t  t h e  N A T O  n a t i o n s  have  s e l e c t e d  o u r  c a t a l o g  s y s t e m  f o r  t h e i r  u s e .  

With  r e g a r d  to  the  s e c o n d  o b j e c t i v e ,  an  i n t e g r a t e d  s u p p l y  s y s t e m ,  

I wou ld  Like to d i s c u s s  in  s o m e  d e t a i l  o u r  c u r r e n t  p o l i c y  and e f f o r t s  

in this direction. 

This is one subject on which we have spent a great deal of time 

and have had a great deal of outside help. It seems that everyone is 

an expert when it comes to the organization of logistics systems in the 

Department of Defense. Consequently, we have had the benefit of a 

great many ideas on the subject, from the self-styled experts who 

write postcards almost daily to the Secretary of Defense to the real 

experts in Congress and in organizations such as the Hoover Commission. 

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

means of achieving further integration of our supply systems without 

losing our military effectiveness. 

With respect to the Reorganization Act of 1958, it must be recog- 

nized that the primary purpose of this legislation was to establish 

command channels through the JCS and the Secretary of Defense for 

unified commands. Therefore, this Act has not of itself had any sub- 

stantial effect upon us. The most important effect of the Act lies in 

the so-called McCormack Amendment. 

This Amendment makes it abundantly clear that the Secretary of 
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D e f e n s e  has  bo th  the  a u t h o r i t y  and a m a n d a t e  f r o m  C o n g r e s s  to  

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

w h e r e v e r  s u c h  a c t i o n s  w i l l  a c h i e v e  e f f i c i e n c y  and  e c o n o m y  wi thou t  

l o s s  of e f f e c t i v e n e s s .  

L e t  rne d i s c u s s  a few t h i n g s  w h i c h  we have  done and t h i n g s  t h a t  

h a v e  t a k e n  p l a c e  in  the  D e p a r t m e n t  of D e f e n s e  w h i c h  a r e  c o n s i s t e n t  

w i th  t h i s  s o - c a l l e d  M c C o r m a c k  A m e n d m e n t .  

F i r s t ,  the  A r m e d  F o r c e s  Supply  S u p p o r t  C e n t e r  was  e s t a b l i s h e d  

by  the  S e c r e t a r y  of D e f e n s e  a s  a j o in t  s u p p l y  s u p p o r t  a g e n c y  of the  

m i l i t a r y  s e r v i c e s  on 14 Ju ly  1958.  The  C e n t e r  o p e r a t e s  as  a j o in t  

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

c o n t r o l  of the  S e c r e t a r y  of D e f e n s e .  

The  A s s i s t a n t  S e c r e t a r y  of D e f e n s e  f o r  Supp ly  and L o g i s t i c s  , 

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

The  p u r p o s e  of the  C e n t e r  i s  to b r i n g  in to  one o r g a n i z a t i o n  a l l  of the  

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

t i on  in  s u p p l y  m a n a g e m e n t .  In t h i s  c a p a c i t y  i t  i s  r e s p o n s i b l e  fo r  o p e r -  

a t i n g  the  F e d e r a l  C a t a l o g  P r o g r a m  and the  D e f e n s e  M a t e r i a l  U t i l i z a t i o n  

P r o g r a m  and a l s o  f o r  a d m i n i s t e r i n g  the  S t a n d a r d i z a t i o n  P r o g r a m .  

In s h o r t ,  t he  C e n t e r  w a s  e s t a b l i s h e d  to p r o v i d e  a c l e a r i n g  h o u s e  

fo r  the  e x c h a n g e  of i n f o r m a t i o n  and a v e h i c l e  fo r  c o o r d i n a t i n g  c o m m o n  

s u p p l y  a c t i o n s .  P r o p e r l y  o p e r a t e d ,  t h i s  o r g a n i z a t i o n  shou ld  do m u c h  

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



have received critical appraisal and comment during the past I0 years. 

It should also do much to standardize common supply procedures. 

The Center has already provided a vehicle for extending the scope 

of integrated supply systems, such as the single manager concept. 

I believe the Center has proven its worth, not only in day-~o-day opera- 

tions but also through studies which have led to the extension of the 

Commodity Single Manager Program in those commodity areas where 

it is considered feasible. Additional studies of this type are now under 

way and eventually we hope that the entire DOD supply area will be cov- 

ered to insure that integrated supply systems are established wherever 

they prove to be feasible. 

The second thing we have done I have already mentioned, and that 

is the Federal Catalog Program. As you know, it is under the monitor- 

ship of the Armed Forces Supply Support Center. It has proven to be 

the answer to our need for a common supply language. Without it 

we could have done little toward integrating supply operations. 

The Standardization Program has been divided into two separate 

actions, one called the Accelerated Item Reduction Program, which, 

as the name irnplies, is a short-cut approach to expedite the elimination 

of unnecessary items, which can be made through nonengineering supply- 

type decisions. The balance of the Standardization Program then becomes 

one of utilizing engineering talent to make further reductions based on 
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d e s i g n  p e r f o r m a n c e  and m a i n t e n a n c e  needs .  

The AIR P r o g r a m  is  p r o d u c i n g  good r e s u l t s .  A p p r o x i m a t e l y  

231, 000 i t e m s  have been  e l i m i n a t e d  e i t h e r  f rom the ca t a log  s y s t e m  

or  f rom i n v e n t o r i e s .  F o r  example ,  in 24 F e d e r a l  supp ly  c l a s s e s  for  

h o u s e k e e p i n g - t y p e  i t e m s ,  such  as  off ice  supp l i e s  and equ ipment ,  and 

what not,  a p p r o x i m a t e l y  9, 000 i t e m s  a r e  be ing  d i scon t inued  out of a 

to ta l  of 13, 900, or  an a p p r o x i m a t e  r e d u c t i o n  of 70 p e r c e n t .  We 

expec t  to comp le t e  th i s  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  by 

D e c e m b e r  1962. 

The next  s tep  I wi l l  a d d r e s s  m y s e l f  to is  the e l i m i n a t i o n  of o v e r -  

l apping  dup l ica t ion  in the  supp ly  of i t e m s  c o m m o n l y  used  by m o r e  than  

one of the m i l i t a r y  s e r v i c e s .  We ca l l  t h i s  s i ng l e  m a n a g e m e n t .  Th i s  

is  done by a s s i g n i n g  c o m m o d i t i e s  hav ing  a high p r o p o r t i o n  of such  

c o m m o n  i t e m s  to the m o s t  qual i f ied  m i l i t a r y  d e p a r t m e n t ,  which  is  then  

c h a r g e d  with supp ly ing  the w h o l e s a l e  needs  of a l l  m i l i t a r y  d e p a r t m e n t s  

in the Defense  s t r u c t u r e .  

E x a m p l e s  of such  a s s i g n m e n t s  a r e  to be found in the food and 

c lo th ing  and m e d i c a l  c o m m o d i t i e s  handled  at p r e s e n t  by s ing le  m a n -  

a g e r s .  We have four  C o m m o d i t y  Single M a n a g e r s  in fu l l  o p e r a t i o n  now. 

The A r m y  has  been  a s s i g n e d  the s ing le  m a n a g e r  r e s p o n s i b i l i t y  for  

food, which  c o v e r s  about  1350 i t e m s ,  and for  c lo th ing ,  which  c o v e r s  

about 30, 000 i t e m s .  The Navy is  the  s i ng l e  m a n a g e r  for  p e t r o l e u m .  

T h e r e  a r e  about 1, 000 i t e m s  in tha t  a s s i g n m e n t .  The Navy is  the s ing le  
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m a n a g e r  a l s o  for  m e d i c a l  supp l i e s ,  whe re  t h e r e  a r e  about 8, 300 i t e m s .  

The N a v y ' s  p e t r o l e u m  a s s i g n m e n t  d i f f e r s  f rom the o t h e r s  in tha t  the 

M i l i t a r y  P e t r o l e u m  Supply Agency  owns no i n v e n t o r y .  It buys  p e t r o l e u m  

produc t s  and c o o r d i n a t e s  the  d i s t r i b u t i o n  of t h e s e  p r o d u c t s .  

In N o v e m b e r  1959 the S e c r e t a r y  of Defense ,  upon our  r e c o m m e n d a -  

t ion,  e s t a b l i s h e d  two add i t iona l  Commodi ty  Single  M a n a g e r s .  The 

M i l i t a r y  G e n e r a l  Supply Agency  was  a s s i g n e d  to A r m y ,  and has  been  

ac t iva ted  at  the  Richmond  Q u a r t e r m a s t e r  Depot.  The M i l i t a r y  Indus -  

t r i a l  Supply Agency  was  a s s i g n e d  to Navy, and has  been  activmited at 

the G e n e r a l  S to r e s  Supply Office in P h i l a d e l p h i a .  

T h e s e  r e c o m m e n d a t i o n s  tha t  we made  to the S e c r e t a r y  of Defense  

to e s t a b l i s h  t h e s e  two s ing le  m a n a g e r s  we re  based  o +  v e r y  c o m p r e -  

h e n s i v e  s tudy  which was conducted by the A r m e d  F o r c e s  Supply Support  

C e n t e r .  It was  the f ind ings  of th i s  s tudy  which  led us to r e c o m m e n d  to 

the S e c r e t a r y  tha t  he make  t h e s e  two add i t iona l  a s s i g n m e n t s .  

More  r e c e n t l y ,  in May of th i s  y e a r ,  S e c r e t a r y  Gates  a s s i g n e d  the 

s ing le  m a n a g e r s h i p  r e s p o n s i b i l i t y  for  au tomot ive  and c o n s t r u c t i o n  

supp l i e s  to the  S e c r e t a r y  of the  A r m y .  R e c o m m e n d a t i o n s  for  the e s t a b -  

l i s h m e n t  of t h e s e  two add i t i ona l  a s s i g n m e n t s  to the s ing le  m a n a g e r s  

we re  made  a f t e r  a tho rough  eva lua t ion  of  the f i r s t  two y e a r s  of o p e r a -  

t ion  of our  fu l ly  i m p l e m e n t e d  s ing le  m a n a g e r s .  Only a f t e r  we found 

tha t  the s ing le  m a n a g e r  s y s t e m s  w e r e  work ing  e f fec t ive ly ,  w e r e  s a v i n g  

money ,  and w e r e  as  good as  the  s e r v i c e  ope ra t ed  i n v e n t o r y  c o n t r o l  
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points did we decide to go ahead with the extension of the concept into 

o t h e r  a r e a s .  

We e s t i m a t e  tha t  t he  s i n g l e  m a n a g e r  a s s i g n m e n t s  a l r e a d y  a p p r o v e d  

wi l l  c o v e r  abou t  700, 000 i t e m s  of the  3-112 m i l l i o n  i t e m s  in ou r  s y s t e m .  

The  A r m e d  F o r c e s  Supply  Suppor t  C e n t e r  i s  now in the  p r o c e s s  

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

a r e a  to  a s c e r t a i n  the  p r o p e r  m a n a g e m e n t  t e c h n i q u e  fo r  t h i s  m a t e r i a l .  

The  nex t  p r o g r a m  we h a v e  w h i c h  we thin}~ i s  c o n s i s t e n t  wi th  the  

M c C o r m a c k  A m e n d m e n t  is  t he  I n t e r s e r v i c e  Supply Suppor t  P r o g r a m ,  
is  

w h i c h ] a l s o  u n d e r  the  m o n i t o r s h i p  of the  A r m e d  F o r c e s  Supply  Suppor t  

C e n t e r .  It i s  d e s i g n e d  to  p r o v i d e  fo r  an  e x c h a n g e  of a s s e t  i n f o r m a t i o n  

and i n v e n t o r i e s  of t h o s e  i t e m s  w h i c h  a r e  c o m m o n l y  u s e d  by m o r e  t h a n  

one m i l i t a r y  s e r v i c e  and w h i c h  a r e  not  a s s i g n e d  to a s i n g l e  m a n a g e r .  

An e x a m p l e  of s u c h  an i t e m  m i g h t  be  a i r p l a n e  p a r t s ,  a u t o m o b i l e  

p a r t s ,  and o t h e r  s i m i l a r  i t e m s .  In s h o r t ,  i n t e r s e r v i c e  supp ly  s u p p o r t  

is  the  m e t h o d  w h i c h  we u s e  to b a c k - s t o p  the  gaps  w h i c h  m i g h t  e x i s t  

b e t w e e n  c o m m o n  c l a s s e s  of m a t e r i a l s  not  u n d e r  fu l ly  i n t e g r a t e d  s u p p l y  

m a n a g e m e n t .  

A l t h o u g h  the  S ing le  M a n a g e r  S y s t e m  is  d e s i g n e d  to  c o v e r  c o m m o d -  

i ty  c l a s s e s  w h i c h  e m b o d y  a h igh  p r o p o r t i o n  of c o m m o n - u s e  i t e m s ,  t h e r e  

a r e  o b v i o u s l y  go ing  to  be  s o m e  c o m m o n - u s e  i t e m s  which ,  f o r  one r e a s o n  

o r  a n o t h e r ,  a r e  not  u n d e r  a s i n g l e - m a n a g e r  c o n t r o l .  The  I n t e r s e r v i c e  
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Supply Suppor t  P r o g r a m  is  d e s i g n e d  to  f i l l  t h i s  gap .  

U n d e r  t h i s  s y s t e m ,  e a c h  i n v e n t o r y  c o n t r o l  po in t  of the  A r m y ,  
\ 

Navy, A i r  F o r c e ,  and M a r i n e  Corps  e x c h a n g e s  i n f o r m a t i o n  wi th  i t s  

c o u n t e r p a r t  to  i n d i c a t e  w h e t h e r  t h e r e  is  a n o t h e r  m i l i t a r y  s e r v i c e  

tha t  u s e s  the  i t e m .  W h e r e  m o r e  t h a n  one  u s e r  is  i n d i c a t e d ,  t he  

i n v e n t o r y  c o n t r o l  poin t  m u s t  q u e r y  a l l  o t h e r  u s e r s  b e f o r e  p u r c h a s i n g  

o r  d i s p o s i n g  of the  i t e m ,  to  m a k e  c e r t a i n  tha t  t h e r e  is  no e x c e s s  

a v a i l a b l e .  

The  A r m e d  F o r c e s  S u p p l y  Suppor t  C e n t e r  m o n i t o r s  and r e c o r d s  

i n t e r s e r v i c e  supp ly  p r o g r e s s  and a c t s  fo r  the  OSD to i n s u r e  c o m p l i -  

a n c e  wi th  i n t e r s e r v i c e  s u p p o r t  p o l i c y .  

I would  l ike  to  t o u c h  b r i e f l y  on ou r  b a s i c  DOD p o l i c i e s  w h i c h  a r e  

d e s i g n e d  to  p r o v i d e  the  f r a m e w o r k  fo r  an e f f e c t i v e  D e p a r t m e n t  of 

D e f e n s e  supp ly  o p e r a t i o n .  To g ive  you an i d e a  of the  s c o p e  and n a t u r e  

of s o m e  of the  m o s t  i m p o r t a n t  p o l i c i e s ,  l e t  m e  c i t e  j u s t  a few e x a m p l e s .  

We r e q u i r e  u n i f o r m  a c c o u n t i n g  fo r  w h o l e s a l e  i n v e n t o r i e s  s h o w i n g  

c o m p o s i t i o n  of i n v e n t o r y  on a q u a n t i t a t i v e  and mon~a~W b a s i s ,  and 

s h o w i n g  the  cond i t i on ,  s e r v i c e a b l e  o r  u n s e r v i c e a b l e ,  and the  p u r p o s e  

fo r  wh ich  the  s t o c k  is  he ld ,  s u c h  as  p e a c e t i m e  o p e r a t i n g  s t o c k ,  m o b i l -  

i z a t i o n  r e s e r v e ,  c o n t i n g e n c y  r e t e n t i o n  s t ock ,  and so  on. 

D o n ' t  l e t  m e  m i s l e a d  you by th i s  s t a t e m e n t .  When  I s a y  we r e q u i r e  

u n i f o r m  a c c o u n t i n g ,  t h i s  m e a n s  tha t  we have  p o l i c i e s  out wh ich  r e q u i r e  

t ha t  i t e m  and f i n a n c i a l  a c c o u n t i n g  be  p e r f o r m e d  fo r  ou r  i n v e n t o r y .  
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I ' l l  d i s c u s s  wi th  you l a t e r  s o m e  of the  p r o b l e m s  we h a v e  in ou r  

s o - c a l l e d  f i n a n c i a l  m a n a g e m e n t  a r e a .  

We r e q u i r e  p h y s i c a l  i n v e n t o r i e s  not  l e s s  t h a n  once  a y e a r .  We 

r e q u i r e  tha t  e a c h  i t e m  of supp ly  s h a l l  be  u n d e r  the  c o g n i z a n c e  of 

on ly  one m i l i t a r y  c o n t r o l  po in t  w i t h i n  a m i l i t a r y  s e r v i c e .  We r e q u i r e  

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

depot ,  and c u s t o m e r s ,  to  e l i m i n a t e  u n n e c e s s a r y  c r o s s h a u l i n g  and b a c k -  

h a u l i n g  and to m i n i m i z e  i n v e n t o r y  r e q u i r e m e n t s .  We r e q u i r e  e s t a b -  

l i s h m e n t  of supp ly  l e v e l s  b a s e d  on c u r r e n t  r e q u i r e m e n t  s t u d i e s .  We 

have  e s t a b l i s h e d  p o l i c i e s  f o r  d e t e r m i n a t i o n  and d e c l a r a t i o n  of e x c e s s e s  

fo r  d i s p o s a l  a c t i o n .  We e s t a b l i s h  p o l i c y  fo r  m a n a g e m e n t  of m a t e r i a l  

in long  supply ,  i n c l u d i n g  p r o c e d u r e s  f o r  i n t e r s e r v i c e  t r a n s f e r  of s u c h  

m a t e r i a l s .  

With  r e g a r d  to  the  t h i r d  o b j e c t i v e ,  h a v i n g  a s u p p l y  s y s t e m  in b e i n g  

w h i c h  wi l l  be  r e s p o n s i v e  to  t he  n e e d s  of t he  m i l i t a r y  s e r v i c e s  i n  p e a c e  

and war ,  we a r e  c o n s t a n t l y  e x a m i n i n g  our  s y s t e m  and p o l i c y  in the  

l ight  of t h i s  o b j e c t i v e .  We a r e  p r o v i d i n g  fo r  m o b i l i z a t i o n  r e s e r v e  s t o c k s  

to  p e r m i t  i n s t a n t  d e p l o y m e n t  of fu l ly  e q u i p p e d  f o r c e s  and to a l l o w  fo r  

the  r e p l e n i s h m e n t  of ou r  m i l i t a r y  f o r c e s  un t i l  i n d u s t r y  is  ab le  to  d e l i v e r  

s u f f i c i e n t  m a t e r i a l s  to  m e e t  w a r t i m e  r e q u i r e m e n t s .  

We a r e  c o n s t a n t l y  s t u d y i n g  the  r a n g e  and s cop~of  i t e m s  w h i c h  we 
I 

have  a u t h o r i z e d  to be he ld  ~s m o b i l i z a t i o n  r e s e r v e s ,  and we a r e  a l s o  

e n d e a v o r i n g  to r e a c h  d e c i s i o n s  wi th  the  Jo in t  Chie f s  of Staff  as  to the  
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relative priorities assigned within our economic capabilities for the 

procurement of such requirements. 

Nowj we have taken a look at the past history and the present- 

day policy. Let's take a look into the future. To set the course for 

the future, we have found it necessary to develop a comprehensive 

program of supply management improvement which could be the basis 

for the direction of a joint effort by the four military services and our 

of f i ce .  

In D e c e m b e r  l a s t  y e a r  we i s s u e d  wha t  we r e f e r  to  a s  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 .  T h i s  p r o g r a m  c o n t a i n s  26 s p e c i f i c  

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 s  in  the  

m a n a g e m e n t  of D e p a r t m e n t  of D e f e n s e  s u p p l i e s .  I have  s e l e c t e d  8 of 

t h e s e  p r o j e c t s  j u s t  to  i l l u s t r a t e  the  s c o p e  and i n t e n t  of s o m e  of t h e m .  

We wan ted  to d e v e l o p  c r i t e r i a  to  p r o v i d e  a p r o p e r  b a s i s  f o r  d e t e r -  

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

e a c h  i t e m  of s u p p l y  in  the  DOD. UnifOrm c r i t e r i a  have  b e e n  d e v e l o p e d  

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

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

t e r m s  of m i l i t a r y  e f f e c t i v e n e s s  and o v e r a l l  e c o n o m y .  

The  s u p p l y  m a n a g e m e n t  t e c h n i q u e s  t h a t  a r e  b e i n g  c o n s i d e r e d  a r e :  

W h e t h e r  the  i t e m  s hou ld  be m a n a g e d  b y  the  m i l i t a r y  s e r v i c e ;  w h e t h e r  

i t  shou ld  be u n d e r  i n t e g r a t e d  s u p p l y  m a n a g e m e n t  c o n t r o l ;  o r  w h e t h e r  

i t  shou ld  be d e c e n t r a l i z e d ,  o f f e r e d  to  the  G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n  
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f i r s t ,  ff they  a r e  i n t e r e s t e d  in the i t em,  or  be bought t h rough  the 

local commerce. 

The second project we have is to classify all DOD items and 

assign management for each of them in accordance with the criteria 

that I just mentioned. At the present time we are in the process of 

coding and classifying under these criteria, and making a determination 

as to how best to manage the items, about 1, 200, 000 items. 

Another project we have is to determine the item range needed 

for the support ~of: mobilization o~war readiness.  Under this pro- 

ject current policies and practices of the military services for the 

acquisition and stockage of items to meet mobilization and war readiness 

requirements will be reviewed by a joint working group, including 

r e p r e s e n t a t i v e s  of the JCS, the m i l i t a r y  d e p a r t m e n t s ,  and OSD. 

Based on th is  review~ un i fo rm c r i t e r i a  wi l l  be developed and i s sued  to 

p rov ide  guidance to the m i l i t a r y  d e p a r t m e n t s  fo r  the a c q u i s i t i o n  and 

r e t e n t i o n  of i t ems  of supply  to m e e t  the m o b i l i z a t i o n  or  wa r  r e a d i n e s s  

r e q u i r e m e n t s  in suppor t  of our  U. S. f o r c e s .  

Ano the r  p r o j e c t  was to develop po l i c i e s  gove rn ing  i t e m s  p r o c u r e d  

loca l ly .  Under  th is  p r o j e c t  po l i c i e s  wi l l  be developed in c o o r d i n a t i o n  

with the Armed  F o r c e s  Supply Support  Cen te r  and the m i l i t a r y  d e p a r t -  

men t s  which wi l l  p rov ide  fo r  un i fo rm def in i t ions  and un i fo rm guidance  

in loca l  p r o c u r e m e n t  pol icy,  to inc lude  p r o c u r e m e n t  f r om r e g i o n a l  

exce s s  s c r e e n i n g  l i s t s ,  l ong - supp ly  l i s t i ng  fo r  i n t e r s e r v i c e  suppor t ,  
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and i n t e r s e r v i c e  s u p p l y  s u p p o r t  a g r e e m e n t s ,  and a l s o  the  GSA s t o r e s  

and depo t s ,  t h e i r  F e d e r a l  s u p p l y  s c h e d u l e s ,  o r  t h e i r  n a t i o n a l  b u y i n g  

p r o g r a m s .  

A n o t h e r  p r o j e c t  i s  to  d e v e l o p  lX)l ic ies  f o r  s u p p l y  of c o m m o n  i t e m s  

to  un i f i ed  c o m m a n d s  o v e r s e a s .  The  o b j e c t i v e  of t h i s  p r o j e c t  i s  to  

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

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

c o n s i d e r e d .  The  i n i t i a l  s t u d y  is  c o m p l e t e d  and the  g r o u p  i s  now in t he  

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

We need  to  i m p r o v e  the  C o o r d i n a t e d  P r o c u r e m e n t  P r o g r a m .  The  

o b j e c t i v e  of t h i s  p r o j e c t  is  to  i m p r o v e  i t  by  r e v i s i n g  and m o d e r n i z i n g  

the  r e g u l a t i o n s  and by  r e f i n i n g  and  e x t e n d i n g  the  p r o g r a m  a s s i g n m e n t s .  

We a l s o  need  v e r y  b a d l y  to d e v e l o p  an  o p t i m u m  depo t  s y s t e m  w i t h i n  

the  m i l i t a r y  s e r v i c e s ,  p a r t i c u l a r l y  in  o u r  s i n g l e  m a n a g e r  a r e a s .  The  

o b j e c t i v e  of t h i s  p r o j e c t  is  to  e l i m i n a t e  u n n e e d e d  d u p l i c a t i o n  in  depot  

o r g a n i z a t i o n ,  a d m i n i s t r a t i o n ,  and o p e r a t i o n .  An a n a l y s i s  ha s  b e e n  m a d e  

of ou r  e x i s t i n g  depot  s y s t e m s  w h i c h  now s t o r e  s i n g l e  m a n a g e r  c o m m o d -  

i t i e s .  

I m i g h t  t ouch  on t h i s  b r i e f l y  to t e l l  you  t h a t  s o m e t i m e s  t h i s  i s  

w h e r e  the  c o o r d i n a t i o n  p r o c e s s  ge t s  a Little s t i c k y .  E a c h  of  the  s e r -  

v i c e s ,  of c o u r s e ,  i s  e x t r e m e l y  i n t e r e s t e d  in  m a i n t a i n i n g  i t s  own depot  

s y s t e m .  

We have  a c r i t i c a l  p r o b l e m  in f r o n t  of u s ,  and t h a t  i s  t h a t  w i th  the  

e s t a b l i s h m e n t  of s i n g l e  m a n a g e r s - - a n d  we have  e i g h t  of t h e m  n o w - -  
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t he  l i fe  of t he  c u s t o m e r  w h o m  we a r e  in b u s i n e s s  to  s e r v e  i s  b e g i n n i n g  

to ge t  a l i t t l e  c o m p l i c a t e d .  If he w a n t s  t r o u s e r s  he  goes  to one  d e p o t  

and u s e s  one  f o r m  and is  s u p p l i e d  by  a s e t  of p r o c e d u r e s .  If he  w a n t s  

s u b s i s t e n c e  he  has  to  do it  s o m e  o t h e r  w a y  and  go s o m e w h e r e  e l s e  to 

ge t  r e s u p p l i e d .  Now, if  he  w a n t s  g e n e r a l  s u p p l i e s  he m i g h t  have  to do 

it  ye t  a t h i r d  w a y .  And w h e n  you  get  in to  c o n s t r u c t i o n  and  a u t o m o t i v e s  

the  p r o b l e m  b e c o m e s  c o m p l i c a t e d .  

So we n e e d  to ge t  t o g e t h e r  and  d e c i d e  on a u n i f i e d  d i s t r i b u t i o n  

s y s t e m  f o r  s i n g l e  m a n a g e r  c o m m o d i t i e s ,  and  we n e e d  a l s o  to s t a n d a r d -  

ize  to  the  e x t e n t  we  c a n  the  i n v e n t o r y  c o n t r o l  and  d e p o t  p r o c e d u r e s  in  

t h e s e  c o m m o d i t y  a r e a s .  It is  a s e n s i t i v e  p r o j e c t .  It ha s  p r o b l e m s  in 

it  t ha t  a r e  d i f f i cu l t  to  r e s o l v e .  But  we s t i l l  hope  t h a t  we w i l l  ge t  s o m e  

m a j o r  b e n e f i t s  out  of i t .  

I m i g h t  po in t  out  to  you  tha t ,  f o r  a n u m b e r  of y e a r s  now,  the  s i n g l e  

m a n a g e r  c o n c e p t  has  b e e n  the  D e p a r t m e n t  of D e f e n s e  a n s w e r  to  t he  

f o u r t h  s e r v i c e .  But  p e o p l e  on the  o u t s i d e  a r e  b e c o m i n g  a w a r e  of t h i s  

p r o b l e m  I j u s t  m e n t i o n e d  to  you ,  and t h e y  a r e  b e g i n n i n g  to t h r o w  it a t  

us  and a s k  wha t  we  a r e  go ing  to do abou t  i t .  W o u l d n ' t  a f o u r t h  s e r v i c e  

s o l v e  th i s  p r o b l e m  ? Wel l ,  i t  m i g h t ,  f o r  t h i s  k ind  of m a t e r i a l .  But i t  

b e h o o v e s  us  to ge t  t o g e t h e r  and r e s o l v e  t h i s  p r o b l e m  o u r s e l v e s .  

Now, w i th  r e s p e c t  to  ou r  f i n a n c i a l  p o l i c y ,  we h a v e  a p r o j e c t  g o i n g  

to  t a k e  a look  a t  o u r  f i n a n c i a l  p o l i c i e s  and t r y  to  i m p r o v e  and  i n t e g r a t e  
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supp ly  and c o m p t r o l l e r  p r o c e d u r e s  w h e r e  t h e y  can  be i n t e g r a t e d .  

Our  p u r p o s e  h e r e  is  to  d e t e r m i n e  w h e t h e r  we n e e d  r e t a i l  s t o c k  funds ,  

and if so  to what  e x t e n t  we n e e d  t h e m .  Our  o b j e c t i v e  is  to  s i m p l i f y  

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

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

T h o s e  ~ r e  j u s t  s o m e  of the  p r o j e c t s  in 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 .  We a r e  now in  the  p r o c e s s  of u p d a t i n g  tha t  p r o g r a m  

fo r  the  f i s c a l  y e a r  1961, and it  w i l l  i n c l u d e  c o m p l e t i o n  of t h o s e  p r o j e c t s  

not  ye t  c o m p l e t e d  and t h e r e  wi l l  be  s e v e r a l  a d d i t i o n a l  o n e s  added  to  i t .  

We have  now c o v e r e d  the  pas t ,  p r e s e n t ,  and f u t u r e  p r o g r a m s  in 

DOD supp ly  m a n a g e m e n t .  I h a v e  e n d e a v o r e d  to g ive  you a b r i e f  p i c t u r e  

of our  b a s i c  p h i l o s o p h y  of supp ly  m a n a g e m e n t ,  ou r  o b j e c t i v e s ,  and 

the  r e a s o n i n g  w h i c h  l i e s  beh ind  s o m e  of ou r  m o s t  i m p o r t a n t  supp ly  

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

In r e c e n t  y e a r s  supp ly  and l o g i s t i c s  h a v e  c o m e  to be r e c o g n i z e d  

as  a s c i e n c e  as  w e l l  as  an  a r t .  The  s c i e n c e  c o n s i s t s  of d e s i g n i n g ,  

d e v e l o p i n g ,  and r e f i n i n g  and p o l i s h i n g  e a c h  of t he  b i t s  and p i e c e s  of 

p o l i c y  p r o c e d u r e  w h i c h  m u s t  go in to  the  c r e a t i o n  of an  e f f i c i e n t  supp ly  

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

c a p a b i l i t i e s  and l i m i t a t i o n s  of th i s  supp ly  m a c h i n e  to  m a k e  it  w o r k  

p r o p e r l y  and to  d e r i v e  the  m a x i m u m  p e r f o r m a n c e .  

We have  t r i e d  to u s e  s c i e n c e  in d e s i g n i n g  an e f f i c i e n t  DOD s u p p l y  

s y s t e m .  We a r e  c o n f i d e n t  tha t  you, wi th  y o u r  k n o w l e d g e  and e x p e r i e n c e  
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b r o a d e n e d  by the  c o u r s e  of s t u d y  in w h i c h  you a r e  now e n g a g e d ,  can  

and wi l l  m a k e  our  DOD supp ly  m a c h i n e  w o r k  as  it is  i n t e n d e d  to  w o r k .  

The  p r e s s u r e s  on us  con t inue~  T h e r e  i s  no r e a s o n  to b e l i e v e  tha t  

t h e y  w i l l  c e a s e .  The  p r e s s u r e s  a r e  fo r  c h a n g e .  You p e o p l e  ought  to  

be  t h i n k i n g  about  c h a n g e  and how c h a n g e s  s h o u l d  be m a d e .  

Thank you.  

C A P T A I N  BASKETT:  Mr .  R i l e y  is  r e a d y  fo r  y o u r  q u e s t i o n s .  

QUESTION:  At the  b e g i n n i n g  of y o u r  t a lk ,  s i r ,  you i n d i c a t e d  tha t  

t h e r e  is  c o n s i d e r a b l e  d i f f i cu l ty  in  d e t e r m i n i n g  the  quan t i t y  r e q u i r e m e n t s .  
i d e a  

Could you g ive  us s o m e / o f  t h e  f o r m u l a  of the  s y s t e m  you u s e ?  

MR. R I L E Y :  Would you l ike  a c o m p l e t e  d e s c r i p t i o n  of the  F o r m  

764?  Our  p r o b l e m  r e a l l y  is  one of b a l a n c i n g  ou r  r e q u i r e m e n t s  so  

tha t  we can  get  t o g e t h e r  and,  if  s o m e b o d y  has  m a t e r i a l  on the  one h a n d - -  

the  Navy, f o r  e x a m p l e - - t h e  A r m y ,  if  i t  n e e d s  t he  s a m e  m a t e r i a l ,  n e e d s  

to  c h e c k  i ts  r e q u i r e m e n t s  wi th  the  Navy to  m a k e  s u r e  it d o e s n ' t  buy 

m o r e  than  we n e e d  i n  t e r m s  of the  t o t a l  D e p a r t m e n t  of D e f e n s e .  

STUDENT:  My q u e s t i o n  was  d i r e c t e d  to  the  d e t e r m i n a t i o n  you 

m a d e  w h e n  you m a d e  y o u r  o r i g i n a l  p u r c h a s e - - n o t  to  t he  b a l a n c i n g  t h ing  

a f t e r w a r d .  Do you have  s o m e  s y s t e m  f o r m u l a  o r  gu ide  to  u s e  ? 

MR. RILEY:  I am not  qu i te  s u r e  tha t  I r e a l l y  u n d e r s t a n d  y o u r  

q u e s t i o n .  The  s y s t e m  fo r  d e t e r m i n i n g  r e q u i r e m e n t s  i s ,  if you t a k e  

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

u s e d  f o r  a l l  of our  I C P ' s ,  in d e t e r m i n i n g  the  p e a c e t i m e  l e v e l  r e q u i r e m e n t ,  
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your safety levels, your reorder cycle quantity, any outstanding obli- 

gations you have, unless your assets on hand will do. This gives you 

a requirement for buying. 

Am I still not answering your question ? 

STUDENT: I don't think so. You have to accumulate requirements 

of certain different activities in order to determine the overall require- 

ments. Let's take for example single service management. Let's say 

you got a new item in the system. What formula would you use there 

to determine how many of item X you are going to supply originally to 

put into the system ? 

MR. RILEY: This is determined in provisioning procedures. 

Actually, all the services have provisioning procedures, where the 

manufacture supply people, the maintenance people, sit around and 

determine what items they ought to bring into the system and what 

quantity. At this stage of the game it is primarily an engineering esti- 

ms~2~ as to what is needed. Once the item is brought into the system 

through this procedure and gets on the shelf, and once the usage data 

or demand experience becomes accumulated, then you go to the more 

or less mechanical type of formula of computing the requirement. 

But provisioning is the method and procedure used to enter new 

items into the system. 

QUESTION: Before the Congress the Department of Defense has 

taken a position against the fourth service of supply, yet the actions 
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that you described to us under the integrated supply system, such as 

the establishment of the Armed Forces Supply Support Center, Single 

Managers, Standard Procedures, and Standard Distribution System, 

would make it appear that we are moving into or backing into a fourth 

service of supply. If you agree to this approach and development as 

indicating such movement or trend, could you give us any idea how 

such an organization might shape up within the Department of Defense, 

how it might be organized, how the service systems would be used, 

and the role of the military? 

MR. RILEY: That's all one question, I guess. I'll address myself 

to the first part of your question, the implication there that we are back- 

ing into a fourth service. We considered this at some length before we 

started to push for more single managers. It was discussed by many 

people at great length, I'll assure you. Many people in the military 

services had this view, that if we went any further we would just back 

into this thing. But, after much consideration, we all agreed generally, 

I think, that if we didn't want the fourth service the best thing we could 

do would be to make some progress. But, if we wanted a fourth service 

very quick the best thing to do would be to just sit. So we decided to 

move ahead. 

Any action you take in the Department of Defense that tends to bring 

things together, whether supply, research and development, or anything 

else, could be looked upon as getting you thoroughly integrated and 
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u n i f i e d .  P e r s o n a l l y  I d o n ' t  s e e  a n y t h i n g  p a r t i c u l a r l y  w r o n g  wi th  t h i s  

if t h e s e  a c t i o n s  can  be t a k e n  in  a r e a s  w h e r e  t h e y  ought  to  be t a k e n .  

W e ' v e  b e e n  a g a i n s t  t he  f o u r t h  s e r v i c e ,  I t h ink  fo r  good r e a s o n s .  

As f a r  as  I am c o n c e r n e d ,  I d o n ' t  t h ink  the  p r e s e n t  s t r u c t u r e  of t he  

D e p a r t m e n t  of D e f e n s e ,  t he  way  we a r e  o r g a n i z e d  now, cou ld  adap t  

i t s e l f  to a f o u r t h  s e r v i c e  wi thou t  c r e a t i n g  a lot  of r e a l  p r o b l e m s .  

You cou ld  do i t .  We could  t a k e  the  s i n g l e  m a n a g e r  o p e r a t i n g  a g e n c i e s  

tha t  we have  now and ju s t  pu l l  t h e m  a l l  t o g e t h e r  and  s e t  t h e m  up u n d e r  

the  A r m e d  F o r c e s  Supply  Suppor t  C e n t e r .  We cou ld  r e o r g a n i z e  the  

Supply Suppor t  C e n t e r  in to  a d i r e c t o r a t e  of a c o m m o n  supp ly  a g e n c y .  

But you woul~ s t i l l  have  p r o b l e m s  in  c o o r d i n a t i o n  and in w o r k i n g  

b e t w e e n  t h i s  a g e n c y  and the  fou r  m i l i t a r y  s e r v i c e s ,  who would s t i l l  

have  to  r e t a i n  a l o g i s t i c s  c a p a b i l i t y  and a l o g i s t i c s  o r g a n i z a t i o n .  

We would  s t i l l  have  the  p r o b l e m s  to  s o l v e  of g e t t i n g  un i f i ed ,  s t a n d a r d i z e d  

p r o c e d u r e s ,  of g e t t i n g  a un i f i ed  depot  s y s t e m ,  and t h i n g s  l i ke  tha t .  

We w o u l d n ' t  s o l v e  any  p r o b l e m s  by ju s t  m o v i n g  the  b o x e s  t o g e t h e r  

u n d e r  a n o t h e r  h e a d .  

QUESTION:  Sir ,  in v i ew  of the  r e c e n t  d i r e c t i v e  on s l o w i n g  the  

d r a i n a g e  of gold,  cou ld  you t e l l  us  what  e f f e c t  t h i s  w i l l  have  on o v e r -  

s e a s  p r o c u r e m e n t  of m i l i t a r y  goods  and s e r v i c e s  ? 

MR. RILEY:  You a r e  g e t t i n g  a Little b i t  out of m y  f i e ld ,  now.  I 

t h ink  ju s t  c o m m o n  s e n s e  w i l l  t e l l  you what  is  g o i n g  to happen .  The  

m i l i t a r y  budge t  is  g o i n g  to  go up. Th i s  is  m y  p e r s o n a l  v i e w .  
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S T U D E N T :  Wil l  we c o n t i n u e  to  p r o c u r e  the  s a m e  quan t i t y  of 

f o r e i g n  goods  and s e r v i c e s  ? 

MR. RILEY:  The  way t h e y  a r e  t a l k i n g  now, as  I u n d e r s t a n d  it, 

is  t ha t  the  t h i n g s  we buy o v e r s e a s  a r e  now g o i n g  to  be bough t  b a c k  

h e r e ,  and w e ' l l  sh ip  t h e m  o v e r .  T h e y  a r e  e v e n  t a l k i n g  about  s o m e  

of the  s e r v i c e s  p e r f o r m e d  o v e r  t h e r e  b e i n g  pu l l ed  b a c k  h e r e .  We a r e  

g o i n g  to  be in a h e l l  of a spo t  if we have  to s t a r t  m o v i n g  t a n k s  b a c k  

h e r e  to t h i s  c o u n t r y  to o v e r h a u l  t h e m  and s e n d  t h e m  b a c k .  

QUESTION:  Mr .  R i l ey ,  the  A i r  F o r c e  has  f o r  the  p a s t  f ew y e a r s  

r u n  t h r o u g h  s e v e r a l  d i f f e r e n t  s y s t e m s  of supp ly  a c c o u n t i n g .  I a s s u m e  

tha t  the  A r m y  and Navy h a v e  done  l i k e w i s e  to  one  d e g r e e  o r  a n o t h e r .  

You t o u c h e d  b r i e f l y  on s t a n d a r d i z i n g  i n v e n t o r y  c o n t r o l  p r o c e d u r e s  

b e t w e e n  the  s e r v i c e s .  But what  has  the  D e p a r t m e n t  of D e f e n s e  done  

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

the  s e r v i c e s  ? 

MR. R I L E Y :  You a r e  g e t t i n g  in to  the  c o m p t r o l l e r ' s  a r e a  now.  

I am a c q u a i n t e d  wi th  what  has  b e e n  done .  As a m a t t e r  of  fac t ,  t h e r e  

has  b e e n  v e r y  l i t t l e  e f f o r t  to  s t a n d a r d i z e  a c c o u n t i n g  s y s t e m 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 .  T h e r e  has  b e e n  l i t t l e  e f fo r t  to e v e n  b e g i n  

to  ge t  p e o p l e  to  t h ink  a l i k e  in t h e i r  c o n c e p t s  of f i n a n c i a l  m a n a g e m e n t .  

T h e y  d i f f e r  b e t w e e n  the  m i l i t a r y  s e r v i c e s .  

T h e r e  a r e  s o m e  good b a s i c  p o l i c i e s  put out  by the  C o m p t r o l l e r ' s  

Off ice  on f i n a n c i a l  a c c o u n t i n g ,  s t o c k  funding ,  t he  a c c o u n t i n g  f o r  O&M 
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funds ,  and b u d g e t i n g ,  and wha t  no t .  But  it  h a s  b e e n  m y  e x p e r i e n c e ,  and 

if you  r e a l l y  wan t  to  ge t  a good look  at  how p e o p l e  do t h i n g s  d i f f e r e n t l y ,  

you  c a n  go down  to  o n e  of o u r  s i n g l e  m a n a g e r  a g e n c i e s  t h a t  is  j u s t  

now g e t t i n g  u n d e r  way ,  and ge t  the  s u p p l y  m a n a g e m e n t  and f i n a n c i a l  

m a n a g e m e n t  i n f o r m a t i o n  tha t  is  c o m i n g  in  on the  i t e m s ,  and  you  w i l l  
a c c o u n t i n g  

f ind t ha t  t he  l o c a t i o n  c o d e s  a r e  d i f f e r e n t ,  the  f i n a n c i a l  L o d e s  f o r  v a r i o u s  

t r a n s a c t i o n s  d i f f e r ,  and t h e r e  a r e  a l m o s t  no two  t h i n g s  a l i k e .  

You w i l l  e v e n  f ind d i f f e r e n c e s  a m o n g  the  t e c h  s e r v i c e s  in the  

A r m y .  

I t ' s  a f i e l d  w h e r e  a lot  of w o r k  n e e d s  to  be  done .  The  f i r s t  t h i n g  

we n e e d  to  do is  m a k e  up o u r  m i n d s  abou t  wha t  f i n a n c i a l  m a n a g e m e n t  

c o n c e p t s  we a r e  go ing  to  h a v e  in the  D e p a r t m e n t  of  D e f e n s e .  R i g h t  

now I t h i n k  w e ' v e  got  too  m a n y .  

QUESTION: Si r ,  to  go b a c k  to  an  e a r l i e r  q u e s t i o n ,  ha s  a n y o n e  
of 

r u n  a tab  on the  p o s s i b l e  c o s t  of t h i s  s o - c a l l e d  f~u~h S e r v i c e / s u p p l y ?  

In o t h e r  w o r d s ,  how m u c h  is  i t  g o i n g  to  c o s t  u s  to  s a v e  t ha t  m u c h  ? 

MR. R I L E Y :  I g u e s s  i t  w a s  in  N o v e m b e r  and  D e c e m b e r  of 1958 

w h e n  we had wha t  we c a l l e d  a L o g i s t i c s  S y s t e m  Study  P r o j e c t  g o i n g  

on o v e r  in  t he  P e n t a g o n .  :We had a g r o u p  of p e o p l e  r e p r e s e n t i n g  the  

f o u r  m i l i t a r y  s e r v i c e s  who had  the  job of s e t t i n g  up t h i s  f o u r t h  s e r v i c e  

and a n a l y z i n g  it  and  t e l l i n g  us  how it  wou ld  w o r k ,  w h a t  i t  wou ld  c o s t ,  

and  so  f o r t h ,  and t h e y  c a m e  out  wi th  a f i g u r e  of abou t  $6 m i l l i o n  

a d d i t i o n a l  c o s t  to  o p e r a t e  a f o u r t h  s e r v i c e .  I c a n ' t  v o u c h  f o r  t h e  f i g u r e s .  
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MR. RILEY: 

of t h i s  m a y  d i f f e r ,  

to .  

QUESTION:  

You would  have  to  a s s u m e ,  I th ink ,  in  t a l k i n g  about  a d d i t i o n a l  

c o s t s ,  t ha t  you ju s t  s e t  up an o r g a n i z a t i o n  and d i d n ' t  t ake  a n y t h i n g  

away  f r o m  anybody  e l s e .  I d o n ' t  know how good t he  f i g u r e  i s .  Offhand 

I would  s ay  i t ' s  q u e s t i o n a b l e .  

Nobody has  e v e r  r e a l l y  sa t  down and t r i e d  to  t h o r o u g h l y  c o s t  out 

an  o p e r a t i o n  l ike  tha t .  In the  f i r s t  p l a c e ,  t h e r e  a r e  so  m a n y  v a r i o u s  

i d e a s  about  how a f o u r t h  s e r v i c e  would  be o r g a n i z e d .  

QUESTION:  In our  s t u d y  of the  Jo in t  Ch ie f s  of  Staff  s y s t e m  we 

have  r u n  in to  t he  q u e s t i o n  tha t  t he  s p e c i f i e d  o r  un i f i ed  c o m m a n d e r  

has  a u t h o r i t y ,  d i r e c t e d  a u t h o r i t y ,  in the  f i e ld  of l o g i s t i c s .  Can you 

t e l l  us  what  tha t  m e a n s  ? D o e s  tha t  m e a n  he can  d i r e c t  any  i t e m  ? 

Or is  he  l i m i t e d  to c o m m o n ,  e x p e n d a b l e  i t e m s ,  o r  c o m b a t  e x p e n d a b l e  

i t e m s  ? Jus t  wha t  d o e s  it  m e a n ?  

MR. RILEY:  I t h i n k  you can  t a k e  the  w o r d s  l i t e r a l l y .  F o r  any  

m a t e r i a l  in  the  h a n d s  of f o r c e s  in  a un i f i ed  c o m m a n d e r ' s  a r e a ,  he  

is  the  boy  to  c a l l  t he  s h o t s .  He can  m o v e  it and do a n y t h i n g  he w a n t s  

wi th  it ,  to  s u p p o r t  h i s  m i s s i o n .  

S T U D E N T :  D o e s  tha t  i n c l u d e  h i s  w e a p o n s  ? 

Yes ,  s i r .  You wiU f ind,  though,  tha t  i n t e r p r e t a t i o n s  

d e p e n d i n g  on w h i c h  un i f i ed  c o m m a n d e r  you a r e  t a l k i n g  

Mr .  R i l ey ,  m y  q u e s t i o n  i s  a d d r e s s e d  to  t h i s  i n t e r -  

s e r v i c e  supp ly  s u p p o r t  s y s t e m .  It has  b e e n  m y  e x p e r i e n c e  u n d e r  a 

s i n g l e  s e r v i c e  supp ly  s u p p o r t  to be at the  end of a p i p e l i n e  and r e q u e s t  
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s ix  w i d g e t s  fo r  60 days ,  in  a n o r m a l  way,  and h a v e  t he  i n v e n t o r y  

c o n t r o l  po in t  d i l i g e n t l y  s e a r c h  v a r i o u s  s t o c k i n g  po in t s  f o r  t h e s e  i t e m s  

w h i c h  the  r e c o r d s  show t h e y  a r e  s u p p o s e d  to h a v e .  H o w e v e r ,  s o m e o n e  

e l s e  ha s  g o t t e n  t h e m  in  the  m e a n t i m e .  The  ne~ r e s u l t  in s u c h  a c a s e  

is  t ha t  t he  o p e r a t i o n  at  the  end  of t he  p i p e l i n e  is  s h u t  down,  o r  an 

e m e r g e n c y  p u r c h a s e  has  to  be m a d e  and t he  w i d g e t s  s h i p p e d  by a i r .  
to  

If we have  to  go / t he  A r m y ,  the  A i r  F o r c e ,  and the  M a r i n e s  it s e e m s  to 

m e  tha t  t h i s  is c o m p o u n d i n g  a p r o b l e m .  Is t h e r e  any  f l e x i b i l i t y  o r  

e x c e p t i o n  bu i l t  in to  t h i s  s y s t e m  so  tha t  the  s u p p l y  s y s t e m  wi l l  supp ly  ? 

MR.  RILEY:  T h i s  is one of t he  p r o b l e m s  wi th  the  I n t e r s e r v i c e  

~u p po r t  P r o g r a m .  Y e a r s  ago  we u s e d  to b r a g  about  the  p r o g r a m  o v e r  

on the  Hi l l  and s a y  t h i s  was  ou r  a n s w e r  to  the  f o u r t h  s e r v i c e ,  but  

p r o b l e m s  l ike  the  one  you a r e  t a l k i n g  about  w e r e  b r o u g h t  to ou r  a t t e n -  

t i on .  Of c o u r s e  we k n e w  t h e y  e x i s t e d ,  too .  

The  I r A e r s e r v i c e  Supply  Suppor t  P r o g r a m  is  r e a l l y  n o t h i n g  m o r e  

t h a n  a s top  gap,  to  t r y  to  p r e v e n t  r e c u r r e n t  b u y i n g  and s e l l i n g .  We 

have  r e c e n t l y  c h a n g e d  the  p r o c e d u r e s  in t h i s  p r o g r a m  so  tha t  we have  

t i g h t e n e d  up t he  c o n t r o l  p a r t  of i t ,  to  e l i m i n a t e  any  p o s s i b l e  c h a n c e  of 

r e o u r r e n t  b u y i n g  and s e l l i n g .  R e c u r r e n t  buy ing  and s e l l i n g  s t i l l  s l i p s  

t h r o u g h .  We s t i l l  have  c a s e s  of i t .  

But,  any  s y s t e m  w h e r e  you have  to  r e l y  on q u e r y  and w h e r e  we 

have  so  m a n y  i n v e n t o r y  c o n t r o l  po in t s  s t o r i n g  the  s a m e  i tems~ you 

a r e  j u s t  go ing  to have  t h i s  p r o b l e m .  In a s i n g l e  m a n a g e r  a g e n c y ,  w h e r e  
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you t ake  i t e m s  tha t  a r e  u s e d  by a l l  fou r  m i l i t a r y  s e r v i c e s  and put 

t h e m  u n d e r  one m a n a g e r  and one i n v e n t o r y  c o n t r o l  point ,  you  t end  

to  avo id  t h i s  s o r t  of t h ing .  

S T U D E N T :  T h a t ' s  not  t he  p r o b l e m .  The  p r o b l e m  is  tha t  t h e r e  

a r e  s e v e r a l  s t o c k i n g  p o i n t s  and the  r e c o r d s  s h o w  tha t  t h e s e  i t e m s  a r e  

s u p p o s e d  to be t h e r e ,  but  t h e y  h a v e n ' t  c augh t  up wi th  the  l a t e s t  t r a n s -  

a c t i o n .  In o t h e r  w o r d s ,  I t h ink  w h e n  you ge t  t h i s  t h i n g  s o  b ig  it  b e c o m e s  

u n m a n a g e a b l e .  If i t  i s  big,  why t r y  to  m a k e  it  so  s i m p l e  as  to put i t  

a l l  in one p l a c e  ? 

MR. RILEY:  You d o n ' t  have  to  s t o r e  a l l  y o u r  m a t e r i a l  in one p l a c e .  

When  p e o p l e  t a l k  abou t  a f o u r t h  s e r v i c e  and an  i n t e g r a t e d  s y s t e m  it 
would  

d o e s n ' t  m e a n  tha t  you p i l e  e v e r y t h i n g  up at  t he  top.  W e / s t i l l  have  to 

be  c e n t r a l i z e d ,  the  way we a r e  now, and o p e r a t e  the  i n v e n t o r y  c o n t r o l  

po in t s  t h r o u g h  a depo t  s y s t e m .  The  p r o b l e m  you a r e  t a l k i n g  abou t  

s e e m s  to m e  to  be one of c o m m u n i c a t i o n .  

S T U D E N T :  It i s .  

MR.  RILEY:  I t h i n k  th i s  is  p a r t i a l l y  b e i n g  o v e r c o m e  today .  We 

a r e  b e g i n n i n g  to  t i e  ou r  s u p p l y  s y s t e m s  in wi th  d e p o t s  and i n v e n t o r y  

c o n t r o l  po in t s  on a t r a n s c e i v e r ,  w h e r e  you can  v e r y  r a p i d l y  d e t e r m i n e  

w h e r e  y o u r  s t o c k  i s .  

S T U D E N T :  Ac tua l ly ,  wha t  I was  a s k i n g  is ,  w i l l  t h e r e  be any  

f l e x i b i l i t y  on the  p a r t  of the  p e o p l e  who a r e  s u p p l y i n g  t h e s e  t h i n g s ,  

o r  w i l l  t h e y  be r i g i d l y  r e q u i r e d  to  c h e c k  wi th  the  o t h e r  s e r v i c e s  b e f o r e  

t h e y  can  buy ? I c a n  s e e  w h e r e  i t  m i g h t  be  d e s i r a b l e  f o r  a l a r g e  p u r c h a s e ,  
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but  how abou t  t h e  s m a l l  o p e r a t i n g  t h i n g s  ? 

MR.  R I L E Y :  I b e l i e v e  in the  d e t a i l e d  p r o c e d u r e s  t ha t  t h e r e  a r e  

s o m e  f l o o r s  put  in  so  t ha t  you  w o n ' t  be c h e c k i n g  out  in  t h i s  n i c k  of t i m e .  

QUESTION: We h a v e  h e a r d  p r e v i o u s  s p e a k e r s  s p e a k  of the  c l o s e  

r e l a t i o n s h i p  b e t w e e n  R&D and  p r o c u r e m e n t ,  and the  f a c t  t ha t  in  o r d e r  to  

cu t  down the  l e ad  t i m e  t h e y  go r i g h t  f r o m  d e v e l o p m e n t  in to  p r o c u r e m e n t ,  

and a c t u a l l y  cu t  out  s o m e  t e s t i n g .  My q u e s t i o n  i s :  In y o u r  op in ion ,  

would  i t  e n h a n c e  t he  s i n g l e  m a n a g e r  s y s t e m  ff R&D w e r e  a s s i g n e d  to  t he  

s a m e  s e r v i c e s  t ha t  h a v e  the  s u p p l y  and p r o c u r e m e n t  p o l i c i e s  ? 

MR.  R I L E Y :  In m y  op in ion  the  a n s w e r  is y e s .  

QUESTION: My q u e s t i o n  r e l a t e s  to t he  q u e s t i o n  a s k e d  e a r l S e r  

abou t  the  i n c r e a s e d  c o s t  of a f o u r t h  s e r v i c e .  H a s  the  s i n g l e  m a n a g e r  

s y s t e m  r e s u l t e d  in  an  i n c r e a s e d  c o s t  to  a d m i n i s t e r  it ? 

MR.  R I L E Y :  C o l o n e l  C a s e ,  who  is  on m y  s t a f f ,  is  g o i n g  to  be  

h e r e  s o m e  t i m e  nex t  w e e k ,  and  he  is  go ing  to  g ive  y o u  a v e r y  t h o r o u g h  

d e t a i l e d  b r i e f i n g  on the  s i n g l e  m a n a g e r  s y s t e m .  He w i l l  b r i n g  you  up 

to  da t e  on t h e  r e s u l t s  of o u r  r e v i e w  of the  s y s t e m  and d e t e r m i n e  w h e t h e r  

i t  is  e f f e c t i v e  and  e c o n o m i c  o r  no t .  

He had  a d i f f i cu l t  t i m e  in g e t t i n g  f i g u r e s  so  tha t  we  c o u l d  t a k e  a 

look  a t  t h i s  q u e s t i o n  t h a t  y o u  h a v e  a s k e d .  But  we  w e r e  ab l e  to in c l o t h i n g ,  

s u b s i s t e n c e ,  p e t r o l e u m ,  and m e d i c a l .  We w e r e  a b l e  a f t e r  m u c h  d i g g i n g  

to  get  a n o s e  c o u n t  o r  a h e a d  coun t  of t h e  p e o p l e  i n v o l v e d  in  the  i n v e n t o r y  
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control point functions, for example, before and after the single 

managers. We could get a fix on inspection locations that were closed, 

and the reduction in people there. We could get a reduction in people 

from procurement and requirements and distributiono and so on. 

We added all those up, just for those small single manager oper- 

ations, and we found that there were about $19.5 million dollars saved. 

These are annual savings, each year. including all savings, the total 

for those same single manager operations is about $425 million. 

QUESTION: My question has to do with the relation of the single 

manager to the small business man.. I am under the impression that 

the small business man is in a less competitive position in dealing with 

the single manager. If we create additional single managers, are we 

not putting additional small businesses in less competitive positions ? 

MR. RILEY: I don't think so. We have discussed this with several 

industry associations, as a matter of fact. When we gave the assign- 

ment for electronic tube procurement to the Air Force the tube indus- 

try representatives were in the office shouting about our killing the 

small business men. There are ways to overcome this. In the first 

place, you have set-asldes, provided by law. Secondly, when you get 

a requirement you don't have to buy the total requirement at one point. 

You can buy it in pieces. You can spread the buy. I don't think that 

any procurement or contracting officer or any agency would want to 

deliberately dry up a source of supply. 
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In the  a g e n c i e s  f o r  s u b s i s t e n c e  and m e d i c a l ,  f o r  e x a m p l e ,  we 

a l w a y s ,  fo r  y e a r s ,  e v e n  b e f o r e  we had s i n g l e  m a n a g e r s ,  had a c o o r -  

d i n a t e d  p r o c u r e m e n t  p r o g r a m .  If a n y t h i n g  h a p p e n e d  to  us  in  m e d i c a l  

we d r o v e  the  p r i c e s  up.  

We h a v e  had  no c o m p l a i n t s  f r o m  s m a l l  b u s i n e s s  in  the  a r e a s  

w h e r e  we a r e  o p e r a t i n g  s i n g l e  m a n a g e r s .  The  c l o t h i n g  i n d u s t r y ,  fo r  

e x a m p l e ,  t r a d i t i o n a l l y  has  b e e n  a s m a l l  b u s i n e s s  a s  f a r  as  ou r  p r o -  

g r a m  is  c o n c e r a e d .  None  of the  b i g g e r  and b e t t e r  c l o t h i n g  m a n u f a c -  

t u r e r s  d e a l  wi th  o u r  c l o t h i n g  a g e n c y .  T h e y  a r e  i n t e r e s t e d  in the  

m a n u f a c t u r e  of w o m e n ' s  c l o t h e s .  

QUESTION:  Mr .  R i l e y ,  has  the  d e p a r t m e n t  c o m e  up y e t  w i th  

a f i r m  p o l i c y  on r e i m b u r s e m e n t  fo r  i n t e r s e r v i c e  t r a n s f e r s  of s u p p l i e s  ? 

I a s k  th i s  in  p a r t i c u l a r  r e f e r e n c e  to the  r e c e n t l y  d i s c l o s e d  s q u a b b l e  

b e t w e e n  the  A i r  F o r c e  and the  A r m y  o v e r  c e r t a i n  s p e c i a l i z e d  s u p p l i e s .  

MR. RILEY:  I w i s h  you h a d n ' t  b r o u g h t  tha t  one  up. Yes ,  we have  

r e s o l v e d  it, a f t e r  a g r e a t  d e a l  of a r g u m e n t .  The  r e i m b u r s e m e n t  p o l i c y  

is  a c o m p t r o l l e r  po l i cy ,  you  a p p r e c i a t e ,  not  a supp ly  p o l i c y .  At l e a s t ,  

t h a t ' s  t he  way  i t ' s  w r i t t e n  up now.  But  we w e r e  s u c c e s s f u l  in g e t t i n g  

the  C o m p t r o l l e r  to  do away  wi th  the  r e i m b u r s e m e n t  f o r  e x c e s s  m a t e r i a l ,  

not  on ly  wi th in  DOD but  a l s o  w i th in  the  G o v e r n m e n t .  The  B u r e a u  of the  

Budge t  has  now a g r e e d  to  e x t e n d  t h i s  to  f o r e i g n  e x c e s s .  

Our  p o l i c i e s  r i g h t  now p r o v i d e  tha t  I can  g ive  you m a t e r i a l  f o r  f r e e  
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if i t ' s  above  m y  m o b i l i z a t i o n  r e s e r v e  r e q u i r e m e n t s .  We can  t r a n s f e r  

b e t w e e n  i n v e n t o r y  c o n t r o l  po in t s  in the  s e r v i c e s ,  and we can  a l s o  

t r a n s f e r  at  l o c a l  l e v e l s .  What  we c a n ' t  do ye t  i s ,  if  an  A r m y  s u p p l y  
a n  

s y s t e m ,  s u c h  as  O r d n a n c e ,  h a s / e x c e s s  q u a n t i t y  of m a t e r i a l - - i t  m a y  

not  be t e c h n i c a l l y  e x c e s s ,  but  h e ' s  w i th in  h i s  p o t e n t i a l  l e v e l  and  s t i l l  

has  a l o t - - h e  canno t  le t  a n o t h e r  A r m y  a g e n c y  h a v e  tha t  m a t e r i a l ,  i f  

it  i s  s t o c k  funded ,  in o t h e r  w o r d s .  I can  g ive  it to m y  n e i g h b o r .  

S T U D E N T :  Is t h i s  wha t  h a p p e n e d  in  the  v e h i c l e  p r o b l e m  b e t w e e n  

the  A r m y  and the  A i r  F o r c e  ? The  A r m y  he ld  out  fo r  r e i m b u r s e m e n t  

and the  A i r  F o r c e  r e f u s e d  to  r e i m b u r s e 2  

MR. RILEY:  A lot of t h i n g s  h a p p e n e d  in  t ha t  c a s e .  The  A i r  F o r c e  

knew tha t  t he  A r m y  had the  v e h i c l e s .  T h e y  d i d n ' t  want  to  t a k e  t h e m  

b e c a u s e  t h e y  have  a c o m m e r c i a l  v e h i c l e  p o l i c y .  T h e y  d i d n ' t  wan t  to 

ge t  in to  t h i s  t y p e  of v e h i c l e ,  and t h e y  w e r e  g o i n g  out to  buy.  T h e i r  

r e a s o n  fo r  tha t  was ,  f i r s t ,  the  p o l i c y  I j u s t  c i t ed ,  and s e c o n d ,  t h e y  

m a i n t a i n e d  tha t  o v e r  a 5 - y e a r  p e r i o d  it  would  c o s t  t he  A i r  F o r c e  m o r e  

to ob ta in  the  v e h i c l e s  f r o m  the  i n t e r s e r v i c e  a g e n c y  b e c a u s e  t h e y  w e r e  

u n s e r v i c e a b l e .  The  A r m y  sa id  t h e y  w e r e n ' t  u n s e r v i c e a b l e .  We had 

to s e n d  t h r e e  p e o p l e  up t h e r e  to f ind out w h e t h e r  t h e y  w e r e  o r  w e r e n ' t .  

So we found out tha t  t he  r e p a i r  c o s t  e s t i m a t e d  was  a bi t  h igh .  T h e n  the  

A i r  F o r c e  r e c h e c k e d  t h e i r  r e q u i r e m e n t  and  found out tha t  t h i s  y e a r  

t h e y  d o n ' t  n e e d  the  v e h i c l e s  a t  a l l .  
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QUESTION:  

in the  b u s i n e s s  of i n v e n t o r y  c o n t r o l .  

of c o n t r o l s  and q u a n t i t a t i v e  c o n t r o l s .  

Mr .  R i l ey ,  you sa id  tha t  e v e r y b o d y  is  an  e x p e r t  

We have  m a n y  s t o c k  fund t y p e s  

In w h i c h  a r e a  a r e  the  t o o l s  of 

control making improvement in the area of supplies ? 

MR. RILEY: The first thing I think we have to do is knock off 

the retail  stock funds. It never made any sense to me to buy a pill 

2 or 3 times and sell it 2 or 3 times before you got it to the patient. 

I think we've got items in stock funds that shouldn't be in stock funds. 

I ' ll  give you a good example. 

The Army puts an item on a TOE. It's required. You've got to 

have it. If you don't have it, your IG will burn you for not having it. 

You're talking about a combat unit, ready to go, to move out, to take 

care of an emergency. Why should you stock fund a TOE. What possible 

financial discipline are you going to get from putting that item into stock? 

You have a soldier who has to have the item and he needs it to fight with. 

So you charge it to him. 

I believe we have tank engines in the stock fund. If you don't have 

and O&M money or consumer funds to buy some of the parts that are 

also in the stock fund, then you are in real trouble. 

You have other cases where the major component is not in the stock 

fund but the parts are.  if you are short of money, what you do is, you 

requisition the component instead of the part that you don't have money 

to buy. 

33 



W e ' v e  got s o m e  r e a l l y  bad  s i t u a t i o n s .  T h i s  p r o j e c t  I m e n t i o n e d  

to you  is  d e s i g n e d  to  t r y  to c l e a n  up s o m e  of t h e s e  a r e a s  and  to  c o m e  

up wi th  a p r e t t y  good,  s o u n d  c o n c l u s i o n  on wha t  we ought  to  do.  

I d o n ' t  wan t  to  l e a v e  you  wi th  t he  w r o n g  i m p r e s s i o n .  I a m  not  

a g a i n s t  s t o c k  funds .  S tock  funds  f o r  w h o l e s a l e  i n v e n t o r i e s  h a v e  s e v e r a l  

v a l u e s .  T h e y ' r e  good ,  but  we  n e e d  to  c l e a n  t h e s e  s i t u a t i o n s  up.  

Q U E S T I O N :  You m e n t i o n e d  e a r l i e r  in  y o u r  a d d r e s s  t ha t  we  w e r e  

g e t t i n g  i t e m s  in  t he  s u p p l y  s y s t e m  f o r  o t h e r  t h a n  the  D e p a r t m e n t  of 

D e f e n s e .  Wi l l  you  e x p l a i n  t h i s ,  p l e a s e  ? 

MR.  R I L E Y :  I b e l i e v e  I s a i d  we  w e r e  d o i n g  c a t a l o g i n g  f o r  o t h e r  

s e r v i c e s .  On a r e i m b u r s a b l e  b a s i s ,  we  h a n d l e  i t e m  i d e n t i f i c a t i o n  f o r  the  

G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n .  In t he  s u b s i s t e n c e  a r e a  we a r e  

a c t u a l l y  s u p p l y i n g  s o m e  a g e n c i e s ,  not  f r o m  o u r  d i s t r i b u t i o n  s y s t e m ,  but  

we a r e  l e t t i n g  t h e m  buy  at  o u r  c o n t r a c t o r s  m u c h  s m a l l e r  q u a n t i t i e s  of 

s u b s i s t e n c e  i t e m s .  

T h e r e  have  b e e n  s e v e r a l  p r o p o s a l s  to  have  the  D e p a r t m e n t  of 

D e f e n s e  buy  and  s t o r e  s e v e r a l  c o m m o d i t i e s  t ha t  a r e  u s e d  by ~ c i v i l  

a g e n c i e s .  The  m o s t  r e c e n t  one  was  p e t r o l e u m .  S o m e  of o u r  w a r e -  

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

a g e n c i e s .  But ,  in  t e r m s  of o u r  t o t a l  v o l u m e  of b u s i n e s s ,  t h e r e  is  no t  

a w h o l e  lot  of t h i s .  It d o e s  e x i s t  in  s o m e  a r e a s .  

Q U E S T I O N :  I would  i n t e r p r e t  y o u r  r e m a r k s  r e g a r d i n g  r e t a i l  s t o c k  

funds  and  the  d i f f i c u l t i e s  w i th  n a t i o n a l  m a n a g e r s  a s  p r o b a b l y  b e i n g  t ha t  
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you a r e  not  c u r r e n t  wi th  70. I .  Is t h i s  a c o r r e c t  a s s u m p t i o n ?  

MR. RILEY:  I d idn l t  ge t  a c h a n c e  to c o m m e n t  on i t .  

S T U D E N T :  In o t h e r  w o r d s ,  it was  p u b l i s h e d  s t r i c t l y  as  a f i n a n c i a l  

d i r e c t i v e ,  wi thou t  c o o r d i n a t i o n  wi th  the  s u p p l y  s y s t e m  p e o p l e  ? 

MR. RILEY:  T h a t ' s  wha t  h a p p e n e d  on tha t  one .  

QUESTION- I r e f e r  to y o u r  r e m a r k s  about  i t e m s  in  the  s t o c k  fund 

and y o u r  o b j e c t i v e  as  c o n c e r n s  the  s t o c k  fund.  Has  DOD g i v e n  any  

though t  to  g iv ing  s o m e  r e l i e f  to  the  I C P ' s  on g e t t i n g  i t e m  r e v i e w  and 

a p p r o v a l  f o r  t he  s e c o n d a r y  i t e m s  tha t  a r e  t a k e n  out of the  s t o c k  fund 

h a n d l e d  in the  f i e ld  ? 

MR. RILEY:  A r e  we go ing  to get  a p p r o v a l 7  

S T U D E N T :  Has t h e r e  b e e n  any c o n s i d e r a t i o n  g i v e n  to  g e t t i n g  any  

r e l i e f  on i t e m  by i t e m  r e v i e w  and a p p r o v a l  above  t he  l e v e l  of t he  I C P ' s  ? 

MR. RILEY:  Is t h i s  t he  budge t  h a s s l e  you a r e  t a l k i n g  about ,  the  

s h o p p i n g  l i s t  ? 

STUDENT:  No, i t  r e f e r s  to the  who le  s u p p l y  c y c l e .  

MR.  RILEY:  In t he  s e c o n d a r y  i t e m  f i e ld  I am not  a w a r e  tha t  at  

the  OSD l e v e l  we r e q u i r e  i t e m - b y - i t e m  r e v i e w .  To m y  k n o w l e d g e  t h e r e  

a r e  c e r t a i n  i t e m s  s e n t  in  wi th  r e q u i r e m e n t s  c o m p u t a t i o n s  and budge t  

e s t i m a t e s  to  g ive  the  budge t  r e v i e w e r  an  i d e a  of how the  c a l c u l a t i o n s  

a r e  m a d e .  But  once  it  g e t s  up to  OSD, the  C o m p t r o l l e r ,  and BOB,  

we a r e  t a l k i n g  about  t o t a l  n u m b e r s  t h e r e  and t o t a l  d o l l a r s .  When  you 

get  in to  the  p r i n c i p a l  i t e m s  t h e n  you go t h r o u g h  the  764 p r o c e d u r e .  

35 



T h e r e ' s  no p lan  tha t  I know of f o r  t he  r e q u i r e m e n t s  p e o p l e  to  d i s c o n t i n u e  

tha t .  

STUDENT:  My poin t  i s  tha t  we have  s o m e  p r i n c i p a l  i t e m s  t h a t  

m a y  be $300 o r  $400 m e c h a n i c a l  end i t e m s .  On the  o t h e r  hand,  we 

have  r e p a i r  p a r t s  in the  s t o c k  fund tha t  a m o u n t  to s e v e r a l  t h o u s a n d  

d o l l a r s  in  v a l u e .  The  $100 i t e m  g o e s  to  DOD f o r  a r e c e i p t  out on i t e m  

b a s i s ,  but  t he  ICP  is  g i v e n  a u t h o r i t y  on t he  r e p a i r  p a r t  to  t ake  off 

t h o u s a n d s .  I t h i n k  t h i s  is  i n c o n s i s t e n t .  

MR, RILEY:  Mr .  G ibson  is  o u r  D i r e c t o r  f o r  P l a n n i n g  R e q u i r e -  

m e n t s .  As you know,  in h i s  shop  t h e y  h a v e  a r e q u i r e m e n t  to  look  at 

only  a r e l a t i v e l y  s m a l l  n u m b e r  of i t e m s .  I f o r g e t  wha t  t he  n u m b e r  is  

now~ I t ' s  s o m e t h i n g  l ike  100 o r  s o m e t h i n g  of t he  t o t a l  r a n g e  of s o - c a l l e d  

k ey  i t e m s .  It m a y  be  y o u r  own s e r v i c e  t ha t  r e q u i r e s  at  the  top b u d g e t  

l e v e l  a look  at the  i t e m s .  

To m y  k n o w l e d g e ,  ou r  r e q u i r e m e n t s  p e o p l e  do not  r e q u i r e  a look  

at $100 i t e m s .  

QUESTION:  Would you c o m m e n t  on the  p o s s i b i l i t i e s  of e x t e n d i n g  

the  p r o d u c e r - t o - u s e r  s y s t e m  of supp ly  to  s h o r t e n  the  p i p e l i n e s  and s o m e  

of the  p r o b l e m s  i n v o l v e d ?  

MR. RILEY:  The  A i r  F o r c e  has  gone  qu i t e  a b i t  in to  t h i s  c o n c e p t ,  

p r o b a b l y  m o r e  so,  I b e l i e v e ,  t h a n  the  o t h e r  s e r v i c e s .  The  p r o b l e m  

h e r e  I t h ink  is  one of a d i f f e r e n t  a p p r o a c h  to s u p p l y  m a n a g e m e n t .  The  

A i r  F o r c e  has  b e e n  t r y i n g  to get  out  of the  supp ly  b u s i n e s s  f o r  t h o s e  
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i t e m s  which t hey  c o n s i d e r  n o n e s s e n t i a l .  They  want to le t  s o m e b o d y  

e l s e  m a n a g e  them,  o r  go to GSA. T h e y  l ike to have c o n t r a c t s  to buy 

in quan t i t i e s  so tha t  t hey  can  go to the  l a r g e  c o n s u m i n g  po in t s  and 

get a d i r e c t  s h i p m e n t  and not t h rough  the depo ts .  

I th ink  the o the r  s e r v i c e s  use  th i s  concept  to a d e g r e e  a l s o .  But 

the A r m y j  hav ing  a wor ldwide  t roop  m i s s i o n  to support~ has  to  have 

a depot  s y s t e m .  So t h e r e  you get in to  the ques t ion  that ,  as  long as  

you have to have  a depot,  you want  to m a i n t a i n  it  and use  it economica l ly°  

and you have to weigh t h e  quan t i ty  of buy with which you have to suppo r t  

the whole A r m y .  Is it  m o r e  e c o n o m i c a l  to move  i t  into the  depot s y s t e m  

and keep it  r e p l e n i s h e d  fo r  s h i p m e n t  to c u s t o m e r s  ? A r e  your  suppor t  

points  big  enough and do you have b ig  enough c o n s u m e r s  so tha t  you can 

o r d e r  l a r g e  quan t i t i e s  and drop s h i p m e n t s  and m a k e  th i s  wor th  whi le  ? 

S e v e r a l  of the A r m y ' s  l a r g e r  posts~ c a m p s ,  and s t a t i o n s  m a y  m a k e  

it  wor th  whi le  to drop s h i p m e n t s .  S e v e r a l  of i t s  l a r g e  m a i n t e n a n c e  

e s t a b l i s h m e n t s  m a y  m a k e  i t  wor th  whi le  to sh ip  d i r e c t  f rom p r o d u c e r s .  

ButR fo r  the a v e r a g e  suppor t  of pos t s ,  c a m p s ,  and s t a t i o n s ,  I b e l i e v e  

they  c o n s i d e r  it  m o r e  e c o n o m i c a l  to wash  t h e s e  i t e m s  th rough  the 

depot s y s t e m .  

CAPTAIN BASKETT:  Thank  you v e r y  much ,  Mr .  R i l e y .  

37 


