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MANAGEMENT

3 December 1962

CAPTAIN FQQT-E:

The faculty ifrthe4a-i=M™few--d^^ ^il-d protesta-

tions Of the fact that tfee^^ w«t«-ft©-(pteetien"a«d-a«&wer period affeer Dr. Sidky's
f

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 tfee policy of 4h.e-eeh©ol 4feartr"Wbe«ever-we have a lecture of opportunity

like thaty we give-every opportunity to the elaes to question in the period, even to

the extent of rescheduling our internal schedule -if aeeeseary.

Unfortunately, e« Tfeur-e^ay, the yeas OH that Dr. Sidky was here -was at his

request to get a briefing and te-discu-ss with Admiral Rose the operation of this

school, and we squeezed his lecture in.

-Aa you probably note<3, the 3&-minute lecture took 50 minutes, and we had

no alternative. It was just one of those things.

So much for that.

T-0<3ay-we~s-tart 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



fer-yeu-all t̂ -vi*»alî ^-a*d--pei*hftpe"4^^ of iiie scope

and depth,-~ae"wel4.--aS"4he i»aay-iwfeei^relati^isMpei, of the materiel management

field when you con&ider it and relate it to the overall-subject of national security.

We have a long list of-d4stiRf«is4ied"&pea4eers, top men,- and really the

experts in the field, who will be specific with you in all the various elements of

the management field.

Your fi^st-s^eak-er -in Unit I-V, 4a4er *t»o morning, General Schriev&r,

Commander of the -Air-Foree-^s4em«~C©EB»a*Ki, is indicative of the caliber of

men that feel the importance of materiel management cannot be over-stated, and

who also feel that the importance of this -subject to the Department of Defense

and to the country it-self is-such that-they -give freely their time to make their

presentations to our c4asses here at the Industrial College.

Let me quote-from-Senerat^Schriever'g- opening address at a reeent Man-

agement Conference which-wa«-sponsored by Ms 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 ocua-directive

issued-by JDeputy-Defense-Secretary Qilpatric. The directive stated that a thor-

ough study of,all Department of Defense-e4ucation and training programs to

meet requirements for management training of military and civilian personnel
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be

Indication- of-Hkbe-im^por-tance of the •aubjeet4e-geert by 4-he -me mber sfoip of

this- study group. The grouf>»^wil-l-be-h€ade4%y-Ae«4stantHSecretary of Defense

for Manpower, Norman S. Paul, and inetedes 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 Logistics, the~Assistant~ Secretary of Defense (Comptroller),

and the Director of the Defense Supply Agency.

In the Ugh4-^«t^fe-^a-t-e^s«fi^%y--€!e«ei^--Sefe*t-iever aa4 the-establishment

of s-uch committees as Fve mentioned, it- is quite-evident that management is of

prime importance, more -so in oar -present-day operations than ever in the past,

and undoubtedly even more so in the future.

Unit IV, --a-s-a-part-of y-etw •ove*'-ali-eou-rse here at the Industrial College,

is directly oriented to this- all- important -management field.

Now, 'While I-eani*-«o-way-deat with the subject in the manner our speakers

-wilt, I do hope that my little introductory presentation will, at least, set the

stage for you in your work in Unit IV.

Txiday is December 3, 1362% I doubt if I.»eed4o remind a^ny of you that in

a few days it will be December 7, just 21 years from a day we all remember

very well.

"PEAftL HARBOR"

That day marked far 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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-bfegiBH'Aog:-ef a--Fevolat-iea~iR"&eienee and technology 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 our present-day aircraft. What changes we can ail 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 landing

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 n 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 management, 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.
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Ufiit -IV is «r^fti«ed40-e«^loipe^his-€f3rfeii?e a*»ea. The readings, the

lectures a^4-fee^-s^miaa*^,-~waEfe4te -aad the--written

work are all designed to acquaint you with and to stimula-te you in the overall

field.

So, the-refespe, -I-s-hail foe»s-part of *»y attention te~-©nly the-broadest aspects

of material -managerisie*it"<and 4-ea-ve- the bi*ea4td©wias ami the analyses of the par-

ameters -that some of my -statistics and facts should-establish in your minds to

be treated thro.*ighout Unit IV its-elf.

._,^e-.g.-leo hope that o«t--of ^Ms l±t%te-4fttk-thie morniag yo«"will be alerted to

areas to explore in your-*»eeearch and -your study and in particular in questions

to oar guest lecturers awl-faaaeiists-.

New-4etJ-e-look into Unit IV-4*self. Unit -JVis-eoneerned with the study,

at the-level of national policy and 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 im pie me rotation of national policy, including their

impact upon our national economy and those of foreign countries.

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

There are many, but these three are basic. The first is to provide you

with a background that will give you an insight into the principles, systems,

aruf procedures involved in-providing materiel support for our national security

program.



an ovoapaH, picture -of material ma-nagement and

to 4o this- ift-s-Bteh-a Kmaaer that it-will provide yoa-with an appreciation of the

rote of industry in

The tfcif d-objeeMve-ifl- aimed a4-eiaab-ling you to- gain an-«n«te«^tanding of

the relatioasMps -feet-ween the probleme-4«-volved in %e -Bfraa&geiaeat of military

materiel programs aad the -maraagemeRt-of tH<J«stry-a«d"the«ational'econoniy

as well.

M©WJ these- a«>e-4aSee4- pretty fe-reard -0%jeeti¥es, -but they are basic to you

in yew?-work here at the-College.

Our course of study will provide you the opportunity to analyze and under-

stand the functioning of1 industry. 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, Ftrandations, 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.
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In Unit -H, -Ma-nagem ent-Qf-Na'tiemal Soeaytty Efr ogFaHH3"-arft4--SH4gets , we

•atttdie-d -policy £er*m*iafctea, -kew-pe44ey ••*»• teMwas-ta-te'd &&&--p?>&gF&&*G, and how

they are Baam^e<J«a ,̂-i*aaaeed. ~^)tty-4Hi«i»a-e*^Haatwr«rl"^eeo«i*eefl"'were stud-

ied in Unit III. "We"«0ff^i^*>e<i~^w-"w«aHfc~» to their

availability for meeting* our requirements toward the accomplishment of our

objectives- in national -security.

of our- resources,

effort-a, materiel, and' man-pewer towar^-meeting 4hese efe^jeet-ives . In short,

we will -be concerned mainly with managing all the resources required to give

us- national -security.

Although we-will~ee«ee«tpa*e~0n- t-he military- asf»eets-> -we-will not overlook

other aspeete-as-well. -fe-lact, -eae-ef ou-r -teey a-reas 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 now make use of should give you some idea as to the size,
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oubject

you ean eeo the-^ettay-^aluc of the -inventory e£~*«eal and -personal

property-, «whieh~is~64eadily p-ising. laast year it-was 15§ billion &QQ million

dollars. We don't have a consolidated figure for -3? Y £2 as- yet.

-Look at our annual proeureBaent — >-$&Q te-$25 Mllion-each year, and no

prospect of it deereas-ing from all indications. The ehart-«feows only one-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 <jf our inventory of materiel a-ad s-wppiies. In

1961 it was over $l&2 billions, and 1&6& will show another large increase.

The storage spaee for that inventory which, by the way, contains more

than 3. 5 million items, and 4s growing, takes a lot of floor space 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 stock levels,

faster delivery, and smaller unit size on many items that require .covered

storage. But the area of that storage is also important. It is still over 344

million square feet. Thai figure does not include such lar-ge amounts of storage

space requirements .as Are generaied-by liquid fuels, ammunition, and cold

storage. The figure includes only major ins-tal1a.tion,s and depots. Less space

costs more money now. It costs us more now for that 344 million square feet

that-w-e are usiag today than it did for double that amount of square footage that

we used five years ug.o--twice_as_much jaawJtor half as xnuch space.

That large inventory to be taken care of makes another interesting statistic
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to

I mentioned at the- beginning- o* tfefe- ta%. -Bis^&a-l— here is -afield in manage-

ment that <jann0t-be overlooked. Oar annual dis-posal program for items which

we no longer need teas amounted to as high a* $-300 million-worth of "junk" in

one year, and this -return vas on an acquisition cost 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 less

"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 jaaore 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, so much so that it ia of vital importance
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when•eensi'dored--H3r~ear -©ve*'«rtl-Hertieaa"t-&eeijrity program.

Btit-let -i»e •faet-ta-ealieft-a- fe-w-o&aeF--Qroas-ef- i-oatoriel-aaa*M*genaeat that you

will investigate during tMs unit aad that you- should carefully consider in ex-

pandin-g. and developing your pepepeot-iv^S" regarding this- function. I *ha41 put

t hern to you in a questioning way—which i-s 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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t-e-g-taefe •4fa»ge-arfl--€@talegi.ng, -gteadardiigatiOH-,- -aftd-vat^etHg-typ^s of auto-

-aaa4Ae- data pyoeee&mg.-—-We--gfaa-ll-&tudy theoo4eoig-e£ -management find how

they «re>-«ee ,̂ -af*4-ehall eoneider-what-we c«« <io to improve our~e€fective

uti-liaation of «u©h tools-.

£*©w, -s-o far mFe-^ai'&e4 g^«gHi -^eift^-^eaeeyaMa^to-^^ .and com-

plexities that -are inherent in the -er-ganii&ation and functioning of our materiel

-systems-. Bat there -are «ther <*>nap4exities that arise from o t̂&ide the military-

iad«&trial-ey&tem. T-here-~are tteoee 4ha4-develop from- within government,

wherein the Department of Befen&e is a. f>art of a larger framework 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

-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 has an important influence on our

service materiel management, and that influence is becoming more profound

and very probably will become even more 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

12



the 'Ooae'tontJLy increasing -̂ •e4e-ef-4&e Jeiet Chiefs

of Staff -and in-acti^^as-'particalar-ly-^aviag-a-beariiig on military materiel. Chief

aw0n.g_tfees?e 4e the~ba4aaeiag ©l-B»-ise40as~and fei^sefi-with the requirements and

capabilities- of-a-ll'̂ fed-servi-efes-aiB^- al-l-tae -opeipatteg comma-ade, 4©ward arriving

at the optiswim military- ̂ eadiae««-f>®s-tar«. They aa?ea4eo -feeing called upon for

budgetary advice and, in my opinion, in the fut«re will -fee ca!4ed on even more

so.

all a

part of -au«r< vssay of-d®ii^fei«ia;e««.'-~We-«eanfl!0t-"fet rid <}f th«m «© 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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-tea^lieations •ef-'&aip-gpae'e-'pFOjoetg'-Qfl: -aar -military -p-pegyaB&e-. -Mack of our

,---ag-^w^rt-fts-etfi.-ever—increasing'aa9O**at~e'f"--e«rr ftnads, is goi«g into our

mis-si le-a-Bd-s-pace programs-. Uiader- k«dget eeilin-gs it is i«evitafe-te that in-

creased-effort in this- •area- -will cut into other programs of t-fee-s-e-Fvieef. What

are the efife-ets of such -activities? -Per-ha^&~fie«a« of the ejepeHfi-'-who-^will talk

to «fi on these-ppogFaH9« will-fee -aMe t^'be-^pecific in the-details in this regard.

In the study of materiel management, it4e -es««ntial that -we understand

the industrial as-pects of our national-security. 1%e 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-a>ad"3*esp©nsiv!eiae-&s to our programs. You HHist remem-

ber, it takes a long time to produce military goods, regardless of iaaiustry's

capability.

During the-eoa4ttct of- tM-s-«B4t«we-aife««goJaig to~s4«dy--m-e©*teiderabte

detail twelve of our major ted«e-trie«y and you -will be required to submit

i
comprehensive committee reports concerning the? particular industry assigned

/
4o your individual com-mittee.

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 through-

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 to

observe and discuss with industrial,-leaders of stature current conditions,
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i*af»aet upon the

talks wi4iM^-4ej^ management,

- visits- to the-f4aate,--l«&-€m:pe that y©w-wilt~fet -a- g«0d -idea -of 4&e~ capability

and functioning -of the tedwtry. -S«i»e-4ac4«a»fiHtba*-will-be -worthy of- -your n ote

durinf4Me--pIaa-se of the eo'a«»e-^ill'%e-«e4eaMfte"at*d^e€haol^4<jat-«adVances

as related to iad**stry; ~a4vanee pz^uctikm^e^tei^aefr, automation, quality

control, ttead time, aiwMfee implication® of lafeoF--JBanageineat prableiHs. The

<ad-afa4aMli.ty-.i3f our ^aw?«Bbt-»^E»®d«©l4aH..̂ aee i®^ var-i«Ms conditi«a& o| expansion

under ^fferent easer-geaey '©©a^it-ieas-flhottld-be 4nve&tiga4ed thoroughly.

These industrial-field t«j4ps-are-e&'pe<3-ially important, since tfeey provide

the opportunity for you to ofet-a-in-fiy^t-feand-fewawle^ge and-^aokground that

will also serve- as -a-teeis for making comparative jud-gnients of iadastry,

Hjaaagement teehaiqaes and procedure®, lab^r-manageinent rtelatioasiiips, and

government influence during the subsequent international field trips.

That technological revolution 1 spoke about in the beginning of this talk

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

\
aspects of their Administration, 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 actiea a-ad-t-he* ̂ onfidenee- £ke>rfe--we-havc -had-feefeffe 4Ms-4eeteaoleg4eafl revolu-

t ion, the m-ateFiei gaa-nagep-te- -goiag-4o- ha ve 4e-~*49e~4OHftew -height*. -We must

keep abreast of the changes- that a*«e continually ta-king place in the -operational

fields-. How eaa we do this ? -Perhaps firet-fey knowing and doing our jobs

well, and perhaps- by-s-ufojecting our administrative and -support problems in

management to the-same type of research that our scientific and operational

problems have undergone.

In e4.©s4»g, I hope that i-have te«ehed -on-esoaffh -of the- facets -of znateriel

ma-aagjenaent to ias-till in your aafeids-the-fteed -©f good materiel man&gein ent as

a part of our Rational security. I hope Iteve been able to show h©w Unit IV

is one of the building blocks in the final product of your study here at the

Mr. feorklusid, -Publi&hep-ef -the Argae-el jftorees Management- Magazine --

and we are fortunate in that he will speak to the class tomorrow- -is the author

of an editorial that is appropriate to our subject. I will 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, I can only say thatJH^eartily concur with Mr. Borklund and
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that -the - de f erase - HHte&try-4e€Hm m&ei faaeti©n-as -e*ie in a-14-î eshpeetig if we are

T
to-keep pace with--et»-~ard^aaci«g-:feechfiotegy. We kepe that Unit JV of your

coy^-e-e here at-the- Iftd-ae-tirial-Gollege-fee'l-pfi to-b-ring that about a-e each of you

* individually may be concerned.

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