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MOBERN -MATFEREEL, MANAGEMENT

3 December 1962

CAPTAIN FOOTE: Geatlemen:

The faculty in-the -lest-few-deys-hes-been -hombarded-with mild protesta-
tions of the fact that there was neo question and-anewer peried after Dr. Sidky's
lecture Thursday, so much so that we thought it might be well worth while to
take a minute to clear the record on this-subject,

It is the policy of the-schoel that;-whenever-we have a lecture of -opportunity
like that, we give-every opportunity to the elass to -guestion in the period, even to
thie extent of rescheduling our interml sechedule -if Aeeessary.

Unfortunately, en Thursdaey, the reasen that Dr. Sidky was here was at his
request to get a briefing and te-discues with Admiral Rose the operation of this
school, and we squeezed his lecture in.

A8 you probably noted, the 30-minute lecture took 50 minutes, and we had
no alternative. It was just one of those things.

So much for that.

Today we-start off Unit IV, Materiel Management. As a lead-off lecturer,
explainer, or whatever the word is, here is Colonel George W. Marthens.

COLONEL MARTHENS:; General Stoughton, Gentlemen:

This morning it is my pleasure to speak to the class .in the way of an intro-
duction to Unit IV of your course of instruction here at the Industrial College.

In preparing to do this, I felt that I should touch on areas that might make it




possible for-you-all {o-visualize and-perheps to-gain-an-appreciation of the scope
and depth,-as-well as-the many-interrelationships of the materiel management
field when you consider it and relate it to the oeverall-subject of national security.

We have a long list of - distinguished speakers, topmen,- and really the
experis in the field, who will be specific with you in all the various elements of
the management field.

Your first-speaker in Unit IV, later this merning, General Schriever,
Commander of the-Air-Foree -Systems-Command, is indieative of the caliber of
men that feel the importance of materiel management cannot be overstated, and
who also feel that the importance of this subject to the Pepartment of Defense
and to the country itself is-such that-they give freely their time to make their
presentations to our classes here at the Industrial College.

Let me quete-froem-General-Schriever's opening address at a reeent Man-
agement Conferenee which-was sponsored by his-Command.

"Management-is our theme because management is our need. Increased
scientific and engineering competence will not speed up the rate of our techni-
cal progress, unless .we learn to manage our resources more wisely and effi-
ciently., Management is the pacing factor. We can never get away from this
basic fact."

A recent news item that you all may have seen.was based an-a directive
issued by -Deputy-Defense Secretary Gilpatric. The directive stated that a thor-
ough study of.all Department of Defense egducation and training programs to
meet requirements for management training of military and civilian personnel
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-wwould be eonduected-between now-and-earliy-February 1963.

Indicatien eof-the-impoeriance-of-the-gubjeet-is-seen by the -membersghip of
this study group. The group-will-be-headed by-Assistant-Secretary of Defense
for Manpewer, Norman 5. Paul, and ineludes the Secretaries of all the mil-
itary departments, the Director of Defense, -Research and Engineering, the
Chairman of the Joint Chiefs of Staff, the -Assistant-Secretary of Defense for
Installations and Logisties, the-Assistant-Secretary of Defense (Comptroller),
and the Director of the Defense Supply Ageney.

In the light-of such-statemenis-by-General-Schriever and the-establishment
of such committees as I've mentioned, it is gquite-evident that management is of
prime importance, more-s6 in our present-day operations than ever in the past,
and undoubtedly even more so in the future.

Unit IV, -as-a-pari-of your overall-ecurse here at the Industrial College,
is directly oeriented {o this all-important management field,

Now, -while I-can in-ne-way deal with the subject in the manner our speakers
-will, I do hope that my little introductory presentation will, at least, set the
stage for you in yowr work in Unit IV.

Today is December 3, 1962, I doubt if I.need 10 remind any of you that in
a few days it will be December 7, just 21 years from a day we all remember
very well,

"PEARL HARBOR"

That day marked for us the beginning of the most destructive war the

world has ever seen, at least until the present date. And it also marked the
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-beginning-of a-revelulion-in-gseienee and tec hnology which has been and is dras-
tically reshaping the world.

There is hardly a field in the physical sciences or in the life and social
sciences which is not changing, Every day we see evidence of this explosive
growth of knowledge, and it certainly challenges our imagination, our ability,
and our judgment,

Contrast for me, if you will, in your minds, the aircraft of World War II
with ou;' present-day aircraft. What changes we can all see that have taken
place during these last 20-some years! Consider the mid-August Twin Russian
orbital flights in their Vostok II and III capsules--a combined total of 112 orbits--
a total of 2, 860, 000 miles in space, sleeping enroute, eating, and then 1anding4
safely at the designated spot, In truth, it is really much easier now for us all
to visualize space stations, moonlandings, and who knows today how far on out
we really will go,

I'm sure you can all visualize the transition from World War II antiaircraft
guns to the Hercules and the Zeus, and the evolution from battleships and pig-
boats to guided missile ships and Polaris submarines. Think of IRBM's and
ICBM's, as well as many other even more exotic systems that are now or soon
will be standard items for our Armed Forces.

As drastic and as dramatic as these changes have been and will be, all
indications are that such changes in our weapons for war will continue to be
developed at an even more accelerated rate.

The mysteries of sea and space are being researched and explained, and
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are being utilized in the development of unbelievable products and concepts
with great potential for both peacetime and wartime use.

It can be truly startling if you let yourselves think of future aspects, prob-
lems, and even perhaps of what the consequences of this technological revolution
might mean to the world.

Now, why have I mentioned this revolution and the vast changes being
brought about by science and technology? Well, this revolution has been, is,
and in the future will be even more so characterized by fantastically increasing
costs and extreme complexity in weapon systems and the logistic support which
they will require,

The important thing, especially to all of us here at the Industrial College,
and in particular in this unit of our course, is the question: Will management
be able to keep pace with this technological revolution, or are we creating such
complex systems that they could ultimately lead to management's inability to
keep pace?

The problem of managément, and particularly materiel management, fits
squarely in the middle of this technological revolution, and Unit IV of our course
here at the Industrial College is designed to afford you the opportunity to gain
greater understanding, plus an appreciation of the principal factors involved in
the management tasks and functionings in their broadest sense.

We want to try to give you all an idea, at least in order of magnitude, of
the size and of the broadness of scope that in fact is basic to the material man-

agement field.




Unit IV is erganized to-explore this-entire area. The readings, the
lectures and the-seminare, -witle-theiv-panels-of-euwperts, and the written
work are all desigred to acquaint you with ard to stimulate you in the overall
field.

50, therefore, -I-shall foeus part of my attention te only the-breadest aspects
of material management-and leawe the breakdewns and the analyses of the par-
ameters that some of my statistics and facts should-establish in your minds to
be treated throughout Unit IV itself.

---We-also hope that out-of this Httle-talk this morning youwwill be alerted to
areas to explore in your-research and your study and in particular in questions
to our guest lecturers and panelists.

Mow let's- leok into Unit Pf-itself. Unit IV is-coneerned with the study,
at the-level of national policy arnd programs, of the acquisition of military
materiel and its management; that is to say, its direction and application to
the purpose of national security.

National procurement policies, plans, and programs will be examined in
terms of their roles in the implementation of national policy, including their
impact upon our national economy angd those of foreign countries.

Now, what are the specific objectives of Unit IV, Materiel Management?

There are many, but these three are bagi¢. The first is to provide you
with a background that will give you an insight into the principles, systems,
and procedures involved in providing materiel support for our national security

program.




- Fhe-geeond-ig-to-present-an-overatl pieture -of material management and
1o deo thig in-suech-a menner that it-will provide you-with an appreciation of the
role of industry in the-econoemy-and-in-netional-gecurity.

The third objeective-is- aimed at-enabling you te gein an-understanding of
the relationships-between the problems-invelved-in-the management of military
materiel programs and the management-of industry and-the national-economy
as well,

Now; ihesge are-indeed pretly broad-objeetives, -but they are basic to you
in yeur-work here at the-College.

Our course of study will provide you the opportunity to analyze and under-
stand the functioning of imdustry. It will enable you to review the influences of
our economic and other institutions that may have a bearing on our military pre-
paredness and our national security. And, finally, it will enable you to learn

something of the significance and the relationships between research and
development, technological progress, and the overall materiel management
process.

An understanding of these areas is essential to a balanced study of the
economics of national security--which is the purpose of your year's course here
at the College.

Now let's see how Unit IV fits into that overall course.

In Unit I, Pdundations, we studied the United States position today, had
a review of economics, considered some management principles and concepts,

and touched on modern warfare and strategy.




In Unit H, -Management-of-National-Seeurity Frogrames-and -Budgetis, we
studied poliey formulation, how-poliey ig transiated inte-pregrams, and how
they are managed-and finaneed, -Our humen-end-natural-resourees-were stud-
ied in Unit III. -We-eonsidered-our-wealth-in-resourees-with-respect to their
availability for meeting our requirements toward the accomplishment of our
objectives in national security.

- Now- Unit TV~-Unit IV-ig-eoncerned with the-applieation of our resources,
efforts, materiel, and manpewer toward meeting these objeetives. In short,
we will be concerned mainly with managing all the resources required to give
us national security.

Although we -will-eoneentreate-on the military aspeets, we will not overlook
other aspeets-as-well, -Iafact, ene-of our key areas of interest is the overall
economic well-being. I am sure that you all will recognize that there is a
strong interrelationship between the civilian economy and the military pro-
grams, especially since both are dependent upon the same industrial base.

Now, I've implied that the materiel management job is big and important.
Let's take a quick look at some of those statistics I mentioned, and a little re-
flection regarding them will prove my other statement regarding importance.
The magnitude of the job will become very evident and, when I say that I feel
that material management, as related to the Department of Defense, is con-
cerned with the largest business operation in this country and perhaps in the

world, I don't think I can be accused of an overstatement,

The charts I shall nowmake use of should give you some idea as to the size,
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c omplexity, -and-eosis-involved in-the-subjeet-we-are-diseussing:

- Here-you-ecan-see-the-dollar-velue-of -the-inventory of -real and personal
property, -which- is-steadily rising, Last year it-was 158 billion 568 million
dollars. We don't have -a consolidated figure for ¥Y 62 as- yet.

Lock at cur annual precurement -—-$20 te-$25 billion-each year, and no
prospect of it decreasing from all indieations. The ehart-shows only ene-half
of FY 62, but by merely doubling the 12. 3 figure you will maintain the upward
trend that the chart shows-

Here's the dollar value of our inventory of materiel and supplies. In
1961 it was over $122 billions, and 1962 will show another large increase.

The storage space for that inventery which, by the way, contains more
than 3.5 million items, and-is grewing, takes a lot of floor epace and a lot of
taking care of, The-slide shows that the area required is being gradually
reduced at present, but that's because in part at least of lower steck levels,
faster delivery, and smaller unit size on many items that require covered
storage. But the area of that storage is also important, H is still over 344
million square feet. That figure does not include such large amounts of storage
space requirements as are generated.by liquid fuels, ammunition, and cold
storage. The figure includes only major installations.and.depots. Legs space
cogts more money now. It costs us more now for that 344 million square feet
that-we are using taday than it did for double that amount of square footage that
we used five years ago--twice.as.much now for half as much space.

That large inventory to be taken care of makes another interesting statistic
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I mentioned at the béginning of this talk. -Dispesal--here is-a field in manage-
ment that cannot-be overlooked, Our annual dispesal pregram for items which
we no longer need has amounted to as high as $300 million-worth of "junk'' in

one year, and this-return was on an acquisition cest which has run between
$8 and $10.billion,
Last year, fiscal 1962, was one of our best years in this respect. Dis-
posal dollars returned to the Treasury were only $114. 7 million. So, as far
as disposal goes, we are becoming better managers. At least, we have legs
"junk" to sell.
Big items for management? Yes. And we shouldn't forget our foreign aid
programs--over $6. 1 billion for the year ending 30 June 1961, and about the
same amount of new money each year. And don't forget that this gigantic man-
agement job involves about 80 foreign countries around the world.
And people, yes, people. These are important things for us to think about,
and management here is a very important element. With regard to people,
there are about 8.5 million people and their families that are directly affected
by Department of Defense policies and procedures. And there are more than
one-half million people who actively devote their time, labor, and thought to
just making the materiel system operate,

I hope that the statistics have served to bring out--and I've used only a few
of the many that are available--that the materiel management function is not only
a big one but also a very complex one, s0 much so that it is of vital importance
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when -eonsidered-in-our -overail-national-geeurity program.,

But-let -me just-mention-a-few other -areas-of -meteriel menegement that you
will investigate during this unit and that you should cerefully consgider in ex-
panding and developing your perspeetives regarding this function., I shall put

t hem to you in a questioning way~-which is a very good way for you to approach
any field of study.

Should we manage through functional organization or through item control?

What factors should be considered in determining the system of support any
particular weapon system should use?

Is centralized control and management better than decentralization? We've
heard a lot about this one lately, and I'm sure there will be a lot more heard
about it during the next session of Congress.

Distribution, requirements, consumption, procurement, obsolescence,
attrition, budget, reserves, maintenance, transportation, and on and on--the
areas of materiel management seem unlimited. And, as the technological
revolution beings new concepts and weapons to the fore, more problems and
more responsibilities arise for the manager.

Did you know that the cost of maintenance alone amounts to 20 percent of
the annual Department of Defense Budget and requires 650, 000 military per-
sonnel to perform it--just maintenance? This is definitely a management
process.

In recent years there have been some developments which have assisted,
and in some cases quite substantially, in the materiel management field. I
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refer to-such things-as-ceteloging, -standardization, -and-verious types of auto-
-matic-data proecessing —We-shall-study-thegse-tools-of -menegement gnd how
they are-used, -and-ghall consider-what we can do to impreve our-effective
utilization of such tools.

- New, &0 far l've-reised some-poinis eonecerning-the-problems .and com-

plexities that are inherent in the erganization and functioning of our materiel

systems. But there-are other complexities that arise from outside the military-

industrial-system. There-are these that-develop frem within government,
wherein the Department of Defense is a part of a larger framewerk of govern-
ment organization,

There are others that arise from Congressional interests. I refer to such
areas as weapon systems, forces, appropriations, procurement, establishment
or disestablishment of posts, depots, and hospitals, and also such things as
regulatory legislation that requires use of the Buy American Act, and aid to
small buginess and to labor-depressed areas. And there are others., Of course
we have heard of the Congressional Committees, and you've heard of, and will
hear a great deal more of, the Bureau of the Budget and the Comptroller, here
at the College,

The Office of the Secretary of Defense hasg an important influence on our
service materiel management, and that influence is becoming more prt;found
and very probably will become even mare so. The problem of roles and mis-
sions is very important in this area, and the services are looking to the Secre-

tary of Defense for program guidance in all of their related management
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funetions+
- memmwwm Joint Chiefs

- of gtaff-and in-actions particularly-heving-a-bearing on militaiy materiel. Chief

among these is the-balancing of -missions-and ferees with the requirements and

capabilities of-all-the servieés-and all-the operating commmands, teward arriving

at the optimum military-readiness posture. They are alse being called upon for

budgetary advice and, in my opinien, in the future will be called on even more

so,

Complex? --¥es: ~But the-complexnities-whiek I-have-been-eiting-are all a

- part of our way of deing business.- -We-cannot-get rid of them so0 we must learn
to deal with them. That's all a part of materiel management,

Thus far I have only touched on the nature, the magnitude, and the impor-
tance of materiel management. During Unit IV we will subject it all to much
deeper consideration,

Obviously, we cannot examine all the functions of materiel management
in any great detail during the time period allotted for this unit, However, we
will examine in fairly good depth some of the principles behind the systems
that encompass all these functions. We will explore the management system
from the viewpoint of policy considerations which have influenced their devel-
opment. This will include the systems in use by the military departments for

. managing such things as procurement, their programs for the emergency pro-
duction of critical items, and some of their principal logistic systems.
No study of materiel management would be complete without a consideration
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of-the -implications-of-eur-spaece-projeeis-on our military programms. -Much of our
~effort;—as-well-as-an-ever—inereasing -amount-ef-our funds, is geing into our
misgile-and -space programs. Under budgei eeilings it is inevitable that in-
creased effort in this area will cut into ether programs of the«servieeg . What
are the effeets of such activities ? - Perhaps-some of the experis-who-will talk
te us on these .programs will-be -able to be-specific in the-details in this regard.
In the study of materiel management, it-is essential that we understand
the industrial aspects of our national-security. The economic implications of
our military programs and the budgetary support-and time phasing which these
programs require put our decision—makers in the business of evaluating in-
dustry's capabilities- and respoensiveness to our programs. You must remem-
ber, it takes a long time to produce military goods, regardless of industry's
capability.
During-the -conduct of this-urit-we-are-going to study-in-considerable
detail twelve of our majer indusiries, and you will be required to submit
comprehensive commitiee reports concerning th?l particular industry assigned
10 your individual committee. /
Each committee will make a one-day visit to an industrial facility that
will be directly associated with the committee report I mentioned. Then, at
the conclusion of Unit IV, the industrial field trips will be conducted throug?l—
out the United States, and in one instance will include some Canadian facilities.
The industrial field trips are designed to provide a first-hand opportunity t6
observe and discuss with industrial-leaders of stature current conditions,
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trends;-and-inflyences-within -industry-end their-influenece and impact upon the
eeconemy-of-the-Nation,

B0, -during-your-study, -your-talke -with-the {op-management, and-your
- vigits to the-plants, I amm-sure that you-will-get & geed idea-of the- capability

and functioning of the indusiry. Some-faciors that-will-be worthy of your n ote

during-this-phase of the courge-will-be geientifie-end technolegical advances
as related to industiry; -advance production-teehniques, automation, guality

control, lend time, and-the implications of labor-management preblems. The
- -adaptability bf our current-production-base to various conditions of expansion
under different emergency conditions-ghould be-investigated thoroughly.

These industrial -field {rips-are-especially important, since they provide
the opportunity for you to ebtain firet-hand knowledge and background that
will alse serve-as-a-basis for making comparative judgments of indusiry,
management techniques and proecedures, labor-management relationghips, and
government influence during the subsequent international field trips.

That technological revolution I spoke about in the beginning of this talk

- has indeed brought about great changes in our weapons for war and all the

Y
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aspects of their 8dministration, support, and management. All of these are
important to our national security. Military organization is not a complex part
of our industrial security, and the positions of the military and the civilian are
no longer sharply defined in our national life. Both of them have grave respon-
sibilities in our national security.

If we are going to control our destiny, if we are going to enjoy the freedom
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of actien and the tonfidence that-we-have had-before this-teehnologieal revolu-

tion, the materiel manager-is -going-to-have to-rige to-new heighte, -IWe must
keep abreast of the changes that ere continually taking place in the-eperational
fields. How can we do this? -Perhaps first-by knewing and doing our jobs
well, and perhaps by-subjecting our administrative and support preblems in
management to the-same type of research that our scientific and operational
problems have undergone.

In elosing, I hope that I-have touehed -on-enough of the faeets of materiel
management to instill in your minds-the-need of goed materiel management as
a part of our natienal security. I hepe Ihave been able to show hew Unit IV
ie one of the building blecks in the final product of your study here at the
College.

Mr. Borklund, Publisher-of the Armed ¥oreces Management-Magazine--

and we are fortunate in that he will speak to the class tomorrow--is the author
of an editorial that 1s appropriate to our subject. Iwill paraphrase it for you,
Farsighted military officers have long contended that no amount of ordering
is going to create hardware if the business side of the operation is half asleep
and riddled with roadblocks. Few commanders will have a prayer of winning
wars or of keeping the peace if the support side of the operation is not kept up
t o date. How effectively we manage our available resources and how we
reshape them to meet present and future challenges are going to determine al-
most entirely whether we survive or not.
Gentlemen, [ can only say that I-heartily concur with Mr. Borklund and
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that the -defense-indusiry-team must furetion as ore in all-respeets if we are
to keep pace with-our--advancing-technology. We hepe that Unit IV of your

course here at-the Indusirial-Cellege-helps to-bring that about as each of you

A individually may be concerned,.

s Thank you. This concludes this portion of this morning's schedule.
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