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ABSTRACT

Accordingly. management tools have been provided to asgist
Commanders in thig effort,

In the event Base Commanders fail to use these
"mansgement tools" immediately, or in the future, the aimg




Proface

‘ As technology takes us farther and faster into a more complex world,
the need for effective management increases daily. War compounds greatly
the management tesk, because our resources in materials and manpower can
never again be committed without the greatest care and precision. Skillful
planning, sound organization, and capable direction of effort permit us to

_do more with less and do it sooner.

There are a great many roads by which we can approach a consideration
of management. Management involves practically everything. We can approach
it from the-point of view of leadership, finance, sales, ‘or production,
and from a great many other angles. In fact, each of the approaches is a
subject that we could pursue for hours, weeks, or months. Management is
& subject that industry has been talking about continually in an effort to
cause improvement in particular industries, and each of us knows from our
military experience of the constant interest in the subject in the services.

This study then, is about management in the military services, par=-
ticularly in the United States Air Force, and of the "tools of management"
which are available to our leaders and commanders to be used in the mansge -
ment process. Effective utilization of these tools toward attaining de-
cisive control over the use of resources has been, and will always be,
primarily dependent on the personal leadership of Commanders. . These indie
viduals occupy a position of huge responsibility, in the military es-
tablishment, for and to others, in getting things done through group effort
in organizations. The qualities that distinguish these leaders are their
ability to think and act responsibly, to work cooperatively with others,
and to provide others with opportunities to work with satisfaction within
the groups With this background established, one additional faotor should
be considered and that is the necessity today for cost consciousness in
all military operations. We need this thought to carry out the policy of
maximizing operational readiness within a capability of limited resources.

How these management tasks are to be accomplished in this " jot-nuclear™
age, by whom, and with what means, are the aims and objectives of this
studye I am confident that a majority of the explanations presented will
be useful to someone, for they represent the feelings and sentiments of
several present-day Commanders, who likewise conour in the need for more
efficient and effective management within the Air Force.

I am indebted to many of the faculty in the School of Business,
Institute of Technology, Air University, and to the. Commanders under whom
I bave served in the past eight years, who lmowingly or unknowingly, have
rendered an assistance in the research of this subject matter.

EDWARD F. LENNON
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CHAPTER I

INTRODUCTION

The problem of having the right item available at the right time,-
at the right place, has concerned combatants since the earliest days of
man. It has grown from a comparatively simple problem of stones, clubs,
food and water, through complications stemming from the crossbow, gun-
powder, and the reciprocal engine, to the vast and complex situation of
today's jet, electronic, and nuclear weapons systemse It has grown from
& problem involving single isolated encounters of two individuals, or .two
small groups of individusls, to forces of millions of men with the possi=
bility that any one of the numerous encounters occurring at various places
throughout the world might trigger world-wide nuclear annihilatione.

Most of our advancement in military weapons systems and the global
nature of conflioct has occurred within relatively the last few years.
It is self-evident that our ability to provide logistical support and to
manage the tremendous and complex materiel resources required by a modern
military machine has not kept pace with the rapid development of weapons
and with the size and deployment of our military forces. It is readily
apparent that yesterday's ox cart logistic system will not permit a jet
or nuclear air force to perform at maximum effectiveness.

Historically, a considerable time lag has occurred between the basioc
inventions of today and the full exploitation of new weapons systemse. This
is inevitable since new weapons systems have been created by single manu=-
facturers, or relatively smell groups of individuals, where-as advances in
tactics and in logistical support have been dependent upon the understanding,
acceptance and initiative of large numbers of peoples. These advances re=-
quired considerable time and strenuous effort to overcome resistance to
change because of inertia, or deeply ingrained training in old tactics, pro=
cedures, and thought proocesses.

We need not be surprised that a time lag has again occurred between
the development of jet and nuclear weapons and the development of the
logistic system and control procedures necessary for their full exploi-
tatione It would be dangerous and criminal, however, if we, as the military
leaders of tomorrow, did not recognize that the dictatorial powers, over=
riding priority, and fanatioal zeal of the leaders of the Union of Soviet
Socialist Republic (USSR), will drastically continue to shorten the time
leg which was formally available to use Because we, as a nation, have up
to this age grossly underestimated the technological and organizational
capabilities of the Soviet Union, and because some field commanders have,
of necessity, been almost entirely concerned with the purely military
application of jet and other nuclear developments, we have been only
vaguely aware of the urgency of the collateral requirement for bringing into
being comparable advances in our logistic operations. Success or failure
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further explore cost in terms of technology, in .the fiscal year 1956 the
USAF research and development program totalled $2,939,020,000 in funds
spent on research, and production and procurement in support of de-
velopment. Investment in facilities for research and test of equipment”
was in exoess of $2,500,000,000. (Ref 24:17).Both the annual expendi-
ture and fixed investment have inoreased since that time under pressure
generated by the apparent progress of Russian technologye It is well
worth remembering, however, that this present level of expenditure has
approached 25% of the USAF budget and may be expected to become even
largere The financial aspect of such cost is clear that even the
jmmense resources of the United States are hardly sufficient to provide
and support a full range of weapons on a continuous basis. Should such
an objective be attempted the economists have predicted poverty as the
true goal of air power and space mastery.

Along with the cost of technology, it may also be expected that
the number of line items in inventories will inorease even after the
ultimate weapon is finally produced. In a lecture before the Ameriocan
Management Association in March 1959, General Bogart, of Headquarters
Air Materiel Command, stated;that each new weapon system brought into
being in the past four years , has resulted in an additional 50,000
support line-items of supply. Add to this the changes and replacements
required by further technologioal advancas and obsolescence = the costs
appear to soars. But above all the problems of technology, we cannot
forget the Mreaction time™ which must permit us to counter enemy actions,
or to initiate actions of our owne This brief period of preparation
time demands the greatest of emphasis for it has been reduced from yoar 8,
months, and days, to hours, minutes, and seconds.

Whether the leaders and peoples of the United States and the rest
of the free world will continue to provide the funds required to support
this high cost of military preparedness is one of the most critical
questions we faoce today, and one which will become inoreasingly cruciale
This was not an unduly serious problem at the time of the "one shot™
build-up for WW II. The after effects of the huge public debt created
by this requirement, however, directly affect the actions of the free
world today and substantially reduce the resources available for the
current effort. We have seen from the above discussion that the cost
of developing and maintaining both an offensive and defensive capability
year in and year out, and the unquestionly high expenditure due to
today's and tomorrow's technological advences, will make the WW II cost.
seem paltry by comparisone :

It is evident that the proper seleotion of weapons systems, forces,
end strategy by the Commander-in-Chief and his advisors is the pre-
requisite to this nation's survivale It should also be evident that
these determinations only make possible, but do not insure, our coantinued
safe existence. These decisions must have public confidence and support
and must be attainable at a price the United States not only can afford

to pay, but will pay.







techniques of managing (commanding or leading), in the military as well
as in industry, have been changing in recent Yyearse The older philosophy
of "right, wrong, or indifferent, the letter of the law must be obeyed";
strict discipline; and the absoluteness of authority are being replaced
by new ideas and practices more in ‘tune with efficiency and effectiveness.

_ It is then the primary purpose of this paper to examine more
closely the management tools available to us, and the utilization of the
tools, principally at base level, with the objective of attaining and
maintaining an effective fighting -force at a price the United States can

afford to pay, and will pay.
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CHAPIER II

USAF IS BIG BUSINESS

Magnitude of USAF Resources

Even during the period between World Wars I and II, when our com-
bined Army and Air Corps totaled approximately 150,000 men, (Ref23:728)
when a large share of our operating costs were met from exoess WW I stocks,
and when the total annual military budget of about 600 million dollars
constituted only 10% of the National Budget; (Ref 10:299) the Congress and
the American people were comncerned about the cost of the military es~
tablishment. It is easy to see and understand their concern today, when
our defense requirements, past and present, utilize approximately 4/5 of

‘the National Budget and almost 3/8 of our Gross National Product.

The FY 1957 budget request totaling $66 billion, provided $40
billion for ™major defense requirements™, including $35 billion in direct
appropriations for U.S. Armed Forces ($16.5 billion for the USAF), and
over $4 billion for Foreign Military Aid and other national defense items.
Payment of past wars (debt interest and veterans aid), totaled another -
$12 billion, making & grand total of $52 billion attributable to national
defense. The FY 1959 budget request for both missiles and conventional
forces which emerged from the Joint Chiefs of Staff before budget pressure
was applied in earnest came to some five billion dollars more than the
$40.9 billion budget whioch the President finally sent to Congress. This
budget actually was an increase of $5 billion over the FY 57 requirement
and it earmarked approximately $18.7 billion for the exoclusive use of the
Alr Force, of which we are primarily concernede

It is quite evident that the Department of Defemse is our nation's
largest business. In its first formal report under Section 410 of the
National Security Act, submitted as of 31 December 1954, the Department
of Defense reported that military assets of $123.9 billion, exclusive of
funds, were carried on its records. (Ref 6:7) Although the formal report
to Congress was dis-continued in 1955, other subsidiary records available
at HQ USAF indicate military assets exolusive of missiles and major weapon
components, such as airoraft, currently exceed $160 billion. This sum
is equal to 80% of the total assets of all U.S. Industrial companies, as
reflected in a recent article in Fortune mazezine which stated:

Approximately one=half the free world's industrial oute-
put is prcduced by the U.S., and almost exactly one~half of
the U.S. output, in turn, is produced by about 500 corporations
e o o comprising less than two-tenths of one per cent of the
360,000 manufacturing (and mining) companies in the U.S. « « «
« o (this) group had assets of $108 billion (56 per cent of the
total assets of U.S. Industrial companies). (Ref 3 :96)
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Analysis of the two reports cited above, together with financial
statements of Air Forge Major. Commands, with civig and commercial
statistical Summaries, further emphasizes the magnitude of Air Force
réesources. For example: :

8« Including funds available for disbursement, USAF assets
currently approximate $80 billion, according to a Department of Defense -
report dated 31 December 1958, and modified by local informal estimates,
The two largest U.S. Sorporations, Standard 0il and General Motors,
have total assets of $6.6 and $5.1 billion, respeotively. (Ref 3 296),
Comparable figures for SAC and USAFE are $12 ang $6 billion, as shown
in command statements,

b. The five largest commercial airlines in the United States,
with assets varying between $156 ang $256 million, (Ref 3 £54) control
assets smaller than many Air Force base commanders who are responsible
for $100-$600 million worth of assets, depending on the type of aire
craft, single or double ‘wing base, number of weapon systems, missile
Support, or type and number of tenants, The very latest Fortune study
lists only 200 industrial and mining firms with assets over $100
million, 115 over $200 million, and 60 over $400 million, (Ref 3 :96).

O« The annual operating eéxpense of a two-wing B-47 base ($30-
60 million depending on weapon oomponents) (Ref 12:7) approximates
the annual general expenditures of seversl of our states (Nevada

$31.6 million; Vermont $40 million).  (Ref 5:214),

Soope of USAF Resources

It has been Previously mentioned that, dollarwise, 85% of the
Air Force resources are consumed at the base level. We should also
take cognizance of the faot that one-fifth of our inventories are
stored at base ‘level, and that virtually all AF Real Properties and
"Bquipment in Use™ are under a base commander's Jurisdiotion. Thig
representation does not mean that commanders are responsible for 85%
of the current Air Force oxpenditures, for pProourement’ holds that .
distinction. The figures do 8ignify, however, that after the decision
to. buy has been made, and goods, services, or facilities are delivered,
a base oommander becomss the oustodian. Broken down into the four
basio management segments ocommonly utilized by industry, and which
closely parallel ths Air Forge alignment of stars and unit responsi-
bilities, we have the following pioture, in terms of milliong of

Real Property? 8,700 Funds$ 28,000
Equipment in Ese 27,900 Tav, 156,800

Missiles and (13,700) —
Support to--Missiles (14,200) incomplete |
and Other :
Total 80,400 (see a. above)

(per DOD, Real and Personal Property - Department of Defense)




Management Capability

The magnitude and scope of the resources entrusted to the base
commander are so large and diversified that it is physically jmpossi-
ble for a base conmander, or his staff, to devote the amount of.
personal supervision to each segment or item that the public invest-
ment would seem to warrant. Aoccordingly, a base commander is foroed
to devote the greater part of his personal attention, and direct the
‘major efforts of his staff and subordinate commanders, to those aotivie .
ties which will contribute the most toward the combat potential of his .
unit (8) and to overall U.S. military preparedness. _

Before we try to determine how much of a commander's effort
should be devoted to each segment, and the courses of action he may
take after analyszing his operations, it might first be more fruitful
if we understood the role of the commander and his responsibility as
an individual thereby setting our frame of reference.

Like others who have people working for them, the commander's
primary task is to get a job done through the efforts of other indi-
vidualse In more formal terms, this task has been aptly defined ass

"A person wno occupies a position of responsibility
for and to others in getting things done through group
effort in organizations. The qualities. which distinguish
the leader are his ability to think and act responsibly,
to work cooperatively with others, and to provide others
with opportunities to work effectively and with satise
faction within the group.™ (Ref9 :13),

As the executivo. or manager, Or leader, the commander performs
certain basic functions: (1) planning, (2) organizing, (3) directing,
. (4) coordinating, and (5) controlling. These are generally known .
throughout the Air Foroe as the five functions of menagement. They are
perhaps better known both in the military and in industry, as the tools
by which group effort may be unified, and, when applied properly, they
lead psople to work harmoniously together as a teame. Now as so often
is the oase,some commanders are unable to unshackle themselves from the
details they handled in former assigmments, or, their experience and
background have not yeét taught them how to manage in a big-business
waye In short, the commanders themselves are not prepared to deal with
all five funotions of management, in terms of their current expanded
responsibilitiess One ocommander may be a good organizer, the next a
sound plannere. The next may be an effective operator. Not emough of
them do well at all four plus the control functione Now it is not the
purpose of this study to identify the strengths and weaknesses of
-individual commanders, but the individual characteristios of & leader
cannot be altogether overlookede All the effective so-called tools of
- management will serve little purpose if in the end they are channeled
to & commsnder who fails to recognize their signifiocance or mportance.




As pointed out in 1951 by General E.W. Rawlings, when he was
Dcs/comptrqller. Headquarters USAF, "Management and control of oper= -
ations of the Aip Force have grown in camplexity equal to the technol-
ogy development of airoraft.® Continuing, he said, ™as we no longer
fly aircraft by 'the seat of our pants, ' neither ocan we guide the
operation of the Air Force by any kind of g personal touohe™

orologists, and many others,
8 modern air arm must be a highly traineqd

aided in the performance of his
duties by many skilled specialists, and who willingly accepts such ‘aid.
Por the purpose of simplicity, therefore, we wil] assume that the person
designated as the commander. ‘ oughout this report, hag
the ability to get other otively, the ability to make
decisions, will accept x‘esponsibility. and possess an understanding of
the economic, sooial and political fore environment
in'which he operates.
of management tools, %
ment devices ='is the
in his role of a leader or & commander,

® have examined the oommander as an individual, ang have
d his relationship with other stare members, we can return
much of his efforts should be devoted to the four
(Property - Equipment in Use - Inventories -
plishing his assigned responsibilities, First, a commander
his operations, resources, and capabilities to:

&+ Determine the size and ‘scope of individual activitieg or

management segments, . ‘ _ ’
be Ident

management actions, and most apt to

or the most sustained "pay off®, :

e Acquire a working knowledge of the management authority and of -
all the management tools available to him.

Secondly, the commander should request of his staff g list, or
other physical or tangible evidence of what they think the oommander
should have, or have kmowledgs of, in order to more effectively and
efficiently guide the operation of the command. Frequently, by just asking
8taff members to enume _ nanagement used within the commang
and the signs of frustration and embarrassment bsoome pronounced. The
Ssame question asked differently, and the response is

inancial statements, analysis, rat audits,
inspeotions, investigations, : ' ta processing
achievements, supply analysis ' iven ike, from
each of the operating divisio » Since many of these
management tools, although implemented for some time at certain locations,
have only recently been effectively utilized to give meaningful, usesble,




management information regarding the military establishment as a whole
and the relationship of individual segments, the commander's appraisal
at this time takes on a new and vital meaning. In preceding paragraphs
we have noted the monetary value of the four major management segments
at the HQ USAF level of gcommand. Let us now examine each area in
greater detail to determine which segments are the most responsive to
management actions by the base commandere ‘

Real Properties

At the present time, records are maintained at esch Air Force
installation to provide a detailed accountable inventory summary of
all fixed capital assets, including lend, plants, buildings, structures,
systems, and other facilities that serve the mission of the base. These
property records furnish up-to-date, complste and historical cost data
of each facility under custodianship of a commander. The area of Real

" Property administration and management is normally considered the most

stable activity under a commanderts jurisdioction. The base commander can
do little, during his tour as commander, to achieve basic changes in his
Real Properties. Usually, at the time of taking command he inherits a
"going™ establishment. Any major ohanges or additions require elaborate,
time consuming screening by a higher headquarters, Secretary of Defense,.
Bureau of Budget, or separate action by Congress, to first approve the
requirement end then appropriate the necessary funds. Seldom will a~
base commander see "in place™ during his tour, any major change for which
he initiated the original action.

" The amount of resources devoted to the maintenance of Real Proper=-

ties is like-wise comtrolled, to & ‘large extent, by higher headquarters,

through the establishment of ™Budget Authorizations™, ™anpower Author-
izations™, and expenditure oontrol ceilings. These lmitatlons are -
based largely on Air Force-wide cost and budget experience for similar
types of facilities, severely modified by the oritically inadequate
Maintenance and Operations budget appropriations - whioh have strangled
the Air Force for the past several years. The maintenance of Real Proper=
ties, I believe we can say has been reasonably well managed in the paste
The fact that maintenance has been one of the main functions of a peace=
time military posture, and is similar to, the maintenance of commeroial
facilities, has provided most bases with fairly adequate technicians and

supervisory staffse

Notwithstanding the generally satisfactory status of base mainte-
nanoe in the past, and the restrictions caused by an inadequate and
closely oontrolled budget, some monetary savings are possible and con-
siderable "qualitative™ improvement is certain through the commanders
personal interest, common sense, supervision, and through utilization
of the management tools presently availablee The commander needs only to
review the pre-planned permanent program set-up for preventatlve mainte=
nance, which inocludes periodic visits by work teams, to insure there is
a.plan to correct deficiencies and minimize deterioration of base Real

IR LTI 7 o, TR e G = -




Property- Lacilities. Except for Programmed preventative maintenance
which is accomplished in striot accordance with AFM 85-2, and minor
complaint type work that can usually be acoomplished by roving service
trucks and orews, all other work that is performed must be dooumented
for material and labor, and ascounted in an installation engineer
acoounting system., This newly re-designed system in itself, properly
interpreted, can Provide tremendous hanagement by exception.

For the most part, savings and improvement will be semi-automatio
by-products of the ment tools to be discussed later in the study,
whioh inoludes: _ '

8« Reduction and better sontrol of materiel resourges through
the Integrated Acoounting System. '

be .Reduction in "fasility requirements,™ or better utilization
of available facilities, through analysis of Monetary Inventory
Accounting transactions, the Installation Engineer Cost Accounting
System, and systematic review of ourrent operations and future
programs.,

ions in administrative and olericsl ‘personnel, and
through extension of mechan-
Property funotions.

and the generally satisfactory
base maintenance polioies., He
should not permit it to draw
at the expense of more fluid
greater payoff in terms of

1 and money, '

As was the case with Reél Property, the base oommander is
usually reasonably familiar with the problems of budgeting and funding,
since these functions have been with us for a long time,

thess pro.
application, and their
ective use is made ¢f
now available, and as the Air Force initiates




- ,57_, o

use of installation engineering cost information, which will now be
available in a more reliable form under the new installation engineer
cost systems This system, the latest in the Air Force, is also geared
for possible implementation of base "Operating Budgets™ whioh will
inoludes all costs of operation, including those costs which are now
centrally funded. - . _

The base commander is ourrently allotted funds for less than 15%
of the cost of operating his base. (Ref13:4). He receives no funds by
allotment for the pay of Military Personnsl, or for supplies and equip=- °
ment requisitioned from AMC whioh constitute his major expenses, sinoe
these are funded and controlled by HQ USAF and AMC, respsctively. Of
funds that are allotted to the base, the major portion is for pay of
civilian personnel. Funds for this purpose are included in the base
Annual Budget Authorization and Quarterly Allotment, based on the
civilian manpower authorization and the prevailing wage soales. The .
personnel voucher, not the funding instrument,. is the primary control
factor, since the base commander may employ to the full limit of his -
personnel voucher, if he has the allotted funds, but he cannot employ -
in exocess of his personnsl voucher regardless of the adequacy of allotted
funds availablee A large portion of the allotted funds provided to cover
other than civilian personnel costs is required to finanoe travel, trans-

- portation, and requirements directed by higher headquarters, leaving

the base commander, strangely enough, only a small amount of funds to
meet other locally programmed requirements. As a further example of the
relatively small part played by locally allotted funds in the operation
of a base, less than 15% of the monetary value of the base supply -
inventory is at present locally fundede This figure used to be 10% ,
but it was raised due to the introduotion of purchasing “general supply -
stock fund items™ from central procurement loocations. It is clear that,
for all practiocal purposes, the base commander merely ™Administers™ the
bulk of the funds allotted to him.

While the funding area provides the base commander only a very
limited opportunity to effect direct management control or significant
monetary savings, we should not overlook the indirect, but signifioant,
management contribution that funding procedures have made at base level
in the past.  These procedures have been the principle means of develop~

. ing an awareness, on the part of some base commanders and their staffs,

that all things do not flow free from AMC, or out of the blue. While
the budget submitted to higher headquarters inoluded only a small part
of total base operating costs, as did the quarterly ' allotment, they
forced at least limited consideration of oentrally funded resources as -
well, in order to develop a complete and phased program as a basis for
budget preparation and defense. In addition, the Annual Budget Author-
1zation provided at least a partial yardstiok, incomplete as it was,
for measuring progress against a planned program and which constituted
a known point of departure for program changes. Now since we are talk-
ing primarily about the methods of management which will help to control
and direct an organization, the question of allocation of funds assumes
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essential if we are to get the results that we wish to got and if we
wish to emphasize the areas where

The granting or
withholding of funds, therefore

enother method
for directing an organization along the channel g commander might desire
to follow, '

In general, budgeting, funding, and finance activities, have been

: 1l years, Management use of
budget and funding controls varies between various bases, from faip to

Increased utilization of technically qualified

with increased use of conmercial accounting

machines and techniques, is offsetting increased workload requirements
generated by recent laws and regulations, and is

inoreasing the accuracy
and timeliness of funding. data,

civilian employees coupled

Some monetary savings are still possible, through the commender's
personal interest of deviations from budget plaming, comparison of
actual expenditures with forecast expenditure Programming, and in aress
of travel, transportation, and communications,. Personnel reductions,
and considerable savings in funds ang facilities
the ultimate replacement of manual accounting processes and record—
keeping with commercial acoounting and electrical data process account-

Inventories
M

The total supply inventory of the United States

ment, in excess of eighty billion dollars, (
and Missiles, is only 12%

al supply inventory for ali
U.S. manufacturing, wholesale and retail, enterprises. (Ref 19 :9). The
Air Force inventory,

on dollars, (Ref-
cks approximating the total value of the entire

and base inventories approximating one-
third of the durable inventories of the U.S.' Retail Trade.

milita;ry establish-
Ref 7:6a), exclusive of A/C

sontrol and supp

than industry, since the task is infinitely larger and more complex,
and comparable time and resources ha:

ve not been sufficiently devoted
toward its improvement. It ig in this o

rea, that the military establishe
ment can make the largest, quickest, most sustained, and most signifiocant




improvement and contribution, to the sustained military effectiveness.

Because of the importance and scope of this sotivity, and the
recent implementation of the management tools designed to assist in
realizing its potential, the subject of inventory control, with emphasis
on the base commender's role, is examined in greater length in sub-

sequent chapters.

_Ii_qigpment in Use

The total value of "Equipment in Use in the U.S. Military Es=
tablishment approximates close to sixty billion dollarse (Ref7 :6a).
The potential contribution, which can result from effective control end
menagement of this area is second only to that of inventory control.’
Because it deals with line items, the problem is similar to that of
supply inventory control. There are fewer items involved than in that
of supply, but the number and variety of units, frequent substitution
of items, authorization changes, and unit reorganization with weapon
phasing systems, make the problem of control exceedingly difficult.

As in the case of inventory control, the use of the dollar sign
as a conmon denominator, should provide the Air Foroe with a new and
effective management device. Unit and base commanders have the key
role in achieving and converting improved control and monetary savings
into combat effectiveness. Their role and some of the problems they
face is discussed in succeeding chapters.
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CHAPTER III

THE EVOLUTION OF AF WGEMENT TOOLS AND THE COMMANDER'S ROLE

Historical Management Role

Historically, the management role of the military commander in the
United States has been relatively simple and easy to discharges In our
early days as a nation, we maintained only a very small military establish-
mente ‘In times of war we expanded rapidly and at great cost to the nation.
The wartime role of the commander was to get his foroes ready for combat
in the shortest possible time and t6 lead them into oombat. The matter
of ocost and management received lip service, at best, but little other
prectical consideration. Following each war we reduced the size of the
military establishment to a small force which existed on the surplus left
over from the conflict, supplemented by small appropriations for pay,
subsistenoce and ourrent services. Since these forves were small in number’
and static in size, with the major task just "existing™ and doing their
own housekeeping chores, the management problem caused little worry.

Post WW II - Management by Ediot

The requirement to retain, in being, a multi-million-man military
force, deployed world-wide; equipped with the most modern weapons and
equipment, and capable of immediate offensive and defensive action,
drastically altered the military commander's menagement rolee.

Shortly after the conolusion of WW II, the Exeocutive Department,
the Congress, and the Military Establishment realized that the peace-
time military association had become the largest, most complex, busi=
ness in the country and that our national economy and continued survival
were largely dependent on the effective management of its resourcese '
This realization was followed by a series of disasterous "orash" actions
where=-in all agencies attempted to demonstrate that they were aware of
the problem and were taking swift action to discharge their responsibilitye.

The Secretary of Defense swung a ruthless-axe in an effort to out
back the size of the establishment, reduce its appropriations, and foroce
it to exist on so-called "fat", which actually consisted largely of ob=-
solete or obsolescent materiel. This action not only precluded the pro=-
curement of new items, but prevented utilization of current stocks,
because of shortage in component or related parts. The Executive depart-
ment and Congress took similar courses of soctione The Air Force, along
with the other services, showered field commanders with a barrage of
hastily oonceived directives calling for the accimulation and submission
of countless reams of statistics, supposedly required for internal man-'
agement purposes, or for meeting or fighting off the demands of external
agencies. As a result, directives were overlapping, duplicating, in=
complete, and frequently unnecessary. Frequent chaos and fantastio
inacouracies occurred at the installation level where the data was gener- .




ated and oollected. Staffs at all levels were completely snowed under
by the workload of accunulating and processing data. Use of this data
at base level was virtually impossible and only very limited use could
be made of the information at higher headquarters. A8 a result,
commanders and staff officers developed a deep distrust of any pro-
cedure, system or directive bearing the "management" label.

Evolution of Air Force Management Tools

Fortunately, while dirscting ill-conceived "orash"
effort to solve the milit
Executive Department,
quietly developed sound, coordinated over-all plans, laying the foun-
dation for organizational and procedural changes, to bring order and
effective management out of chaos. The broad outlines of this plan
came into being as the Nationmal Security Act of 1947, which establish-
ed the Department of Defense. The framework was strengthened and
extended in 1949 by an amendment to the NSA, which outlined specifio
actions to be taken to achieve effective menagement including:

8e Appointment of an Assistant Secretary of Defense (Comptroller)
and a Comptroller for each of the three services.

be. Establishment of an "integrated" accounting system.

Ce Accounting for supplies on a monetary, as well as quantita~
tive, basis.

d. Establishment of a single supply ocatalog. (Ref21 :1-18),

With the promulgation of the public law, the military establishment was
charged with the responsibility for development of the specific systems
and procedures required o ocarry out the intent of the National Security

Act,

Although a great deal of staff effort was devoted toward this end
during the period 1949-1952, only limited progress was made. The need
for obtaining the objectives of the NSA was recognized by our civilian
leaders at a secretarial lovel, our senior military leaders at the USAF
level, and by a considerable number of officers at field echelons,
Unfortunately, however, the natural tendency of individuals and staff
agencies to preserve "sacred kingdoms", the priority necessarily devoted
to the Korean conflict, the innumerable "orash® directives for expansion,
rollbacks and reports, coupled with the sheer magnitude of the job, all
delayed the development of the detailed procedures required to ime
Plement the provisions of the National Security Act.

It was not until 1953 that outside pressure, principally the Exeoutive
department's effort to balance the National Budget and Congressional ime
patience with lack of progress, that precipitated more positive actionm.

The report of the Flanders Comnittes, (Ref 21: T-IV) established by the
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Congress to monitor implementing action of the NSA, is one of the most
oritical reports ever rendered on the military establishment, and under-
standably so. To prevent even more blunt and public censure and the
issuance of arbitrary implementing procedures and directives by Congress,
the DOD directed immediate implementing action by the military services.

Our failure to take early orderly action now forced us into a
premature and "positive" implementation of procedures which were only
partially developed. Although the hard core of an integrated accounting
system and broad outlines for effective management procedures, designed
to base level operations, had been developed, much detail work and testing
still remained to be done. The system, as developed, was tailored to
support the budget structure and provide dats required as a basis for
planning and programming, and for managemsnt or operating decisionse. It
would record the value of assets owned or liabilities owed, and trans-
actions affecting these acocounts, by individual activities, units, bases,
and commandse It would accumulate operating costs by function and by
aoctivityes Eventually operating standards for individual activities would
be developed to assist in measuring effectiveness and efficiency. The
basio principles of the system were extremely simple, in the beginning,
being & direct application of double entry bookkeeping theory taught in
nearly every high school in the country, and understood, consciously or
otherwise, by every individual who reads the daily newspaper or maintains
& checking acoount or runs a family budget. Notwithstanding this, the
scope of the program, its departure from traditional military procedures,
and the tremendous workload involved in its initial phases, required a
considerable lead time to educgte commanders and staff officers, to re=-
oruit and train technicians, to mechanize clerical and accounting operations,
and to provide for an orderly phased implementation.

Directives were issued to the field early in March 1954 4o use the
program and instruotions for implementing base Monetary Inventory Accounting
"as of" 31 March 1954. This was followed by additional directives for
implementing the remainder of the "integrated™ accounting system ™as of"

30 June 1954,

The urgency of the directives was so great that they were coupled
with unprecedented automatic persomnel authorizations to meet with the
initial workload requirements. Through the personal and vigorous leader=
ship of the Secretary of the Air Foroe and the Chief of Staff, and un-
paralleled effort and initiative in the field, the almost impossible
implementation deadlines were met.

By the end of the calendar year 1954, the new system was producing
broad "“order of magnitude™ data as to Air Force inventories and other assets
with AF liabilities. Of course no-one was quite sure how this information
was to be used but one thing was evident = here was an entirely untapped
field of historiocal information. Both the system itself and the accuracy
of its produoct have been in various stages of refinement since the year
1955, so now we have in being considerable experienge data, to serve as a
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point of departure in the development of mana
& system capable of genorating all data re
depot, or an Air Force, to the satisfactio

genent decisions, with
quired to manage a base,
n of Congress.

The Commander's Role

his finanoial and logistioal baock and ourtails the effecti
efficiency of his operation. Equally important, it serves
device to alert him gs to areasof deficiency or future trouble, Mis-
used by him, or left idle to be picked up and wielded by higher or
external agencies, with limited or distorted knowledge of his operations,
it can be a dangerous bludgeon or cleaver. ' :

d by the varying degrees of implementation
and utilization among the major commands, to dates, The commarids which

have been provided personal, positive, leadership in this endeavor, by
their commander, lead the pack in measurable, irrefutable monetary,
materiel, and personnel savings, and in improved combst capability., It

ng force, from the strategic

in the shadow of the Soviet
block, are leaders in this effort, and have been for some time,

The management role of the commander, as universally recognized
by industry, is emphasized in a recent talk to members of the HQ USAF
staff by Mre. C.J. Kushell, Director of Finance of the Port of New York

Authority and former Director of the Comptrollers Instituts of America
who said:

The company president must understand pla.’nning and ocontrol
techniques, use them himself, and furnish the required leadership
in their application, This philosophy permeates through the
organization only when there is no question that the president
gives it vigorous allegiance. « . Without the wholehearted and

intelligent collaboration of the Chief Bxecutive of the business,
I would not even try. (Refis :22).

The importance of the military commander's role in guiding his
subordinates toward understanding and accepting sound management concepts,
and direoting their application toward effective and economical uti-

is crystal clear to




Officers have come from assorted commands and job assignments, and their
awareness of their management responsibilities, and the tools available
to them to discharge those responsibilities, varies, between individuals,
from almost zero to a full realization. .

I had expected that there would be a pronounced and consistent
relationship between the rank, length of service, and background of
jndividuals and their understending and acceptance of management re-
ponsibilities and management capabilities. Instead, I found that’ rank
and background played only a secondary role and produced & most con=
flicting and contradicting pattern. It was evident that most Officers
seemed content to explain why certain things should not be done, but they
were in no position to offer alternate solubtions. It was clearly, un=-
mistakeably, and consistently evident that the degree of understanding
and acceptance of these individuals depended primarily on what major
command they had served with prior to coming to the Institute.

I was amazed by the extensive knowledge displayed by former SAC
staff officer personnel, regarding some of the more recent AF management
tools and their application to SAC problems. They could cite, from
memory, the approximate cost of operating their base and how it compared
to previous periods and to other bases. They took pride in the faoct that
they had utilized such tools to reduce their base supply inventories by
a million dollars, or more, and at the same time they had increased their
supply effectiveness. They were not ashamed that their accounting system,
improvised locally to account for aviation petroleum consumed during FY 58,
portrayed over-obligation and over-expenditure, for this condition proved
to be true and not without good cause. I was told, that not a month goes
by that some different segment of accounting or management information is
not re-analyzed for command interpretation or discontinuance. They re-
cognize that such actions contribute to the over-all effectivensess of the
command and of the Air Force in terms of additional planes, flying hours,
training, or essential procurement.

I was not shocked by the almost complete lack of knowledge and limited
interest in the subject from line and staff officers ‘of several of the
other commands. I found an identical pattern of extreme differences, when
in former assigmments as Liaison Officer, and Resident Auditor for the
Auditor General USAF, I reviewed indorsements to audit Command Sumaries,
inspeetlon reports, Operations reports, rating system analysis, and assorted

"management documents™ published by the various commands. 1t was sometimes
difficult to believe that all belonged to the same Air Force.

Having served from 1949 to 1968 in assigmments that brought me in L
frequent and close contact with major command and Pentagon personnel, I am
well aware of the impact that senior commanders personally have on their

immediate staffs in developing their attitudes and capabilitiese On the &
basis of earlier observations, supported by a sizeable sampling from a
pool of over 200 Officer students, it appears evident that the impact of
the senior commander's attitude and desires is as great, or greater, on ,

subordinate commanderse.
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commander's attitude ang desires really ars. In carrying out their
interpretation, in the words of a once popular song, they "accentuate
the positive -~ eliminate the negative." Lip service and "for the
record" letters supporting motherhood or effective management are
eliminated or diluted as they flow downward, and Produce negative
results, Conversely, aggressive, personal leadership on the part of

media of daily personal official and sosia] contact,

It can génerally be assumed and concluded with supportable
evidence, that the majority of our senior commanders do not fully
wnderstand their responsibilities or their capabilities for menagemsnt

- of Air Force réesourcese They are not providing the dynamic, personal,

continuing leadership whioh is a prerequisite to effective management,
Primary responsibility for thig failure must rest Squarely on the highe - .
est echelom of command - HQ USAF. '

Despite the fact that the former Secretary of the Air Force and

‘the Chief of Stafs personally quarterbacked and ran interference in the

development and initial phase of implementation of the. accounting system
management tool, the extent of participation by these offices since has
been largely hidden in the fog of internal departmental staff actions,
whioh has been depreciated through the use of technical channels ang
later publications, The "Pentagonites" counter-claim that their con.
tinuing concern has been evidensed from time to time through personal
letters and discussions with senior commanders, however, these external
indications of interest are entirely inadequate to. overcome the inertia
and resistance ocgused by our previous role of Army "para.site", and the
deep seated distrust of "management® generated by ill-oconceived Rorash®

mandates of the past,

leged step-child, Chiseling, hba.rding and disregard for the Seemingly

boundless resources of higher eschelons, Seemed to be essential to
survival and growth, These actions came to be looked upon as honorable




practices, and the instinct is still deeply ingrained.

Added to the problem of mis-direoted "instinoct™, is the problem
of deficiencies in the background and training of personnel. Only an
extremely limited number of our senior commanders and base commanders
have had the variety or the type of assigmments to prepare them for the
automatic acceptance and discharge of today's management taske. The early
assigmments of our senior commanders, of necessity, emphasized flying and
operational problems almost exolus:.vely. Their assigmments during the
war were largely training and oombat operations which bears little re-
semblance to today's management role. The bulk of our officers coming into.
service during the WW II build-up, also of necessity, were trained in a .
narrow specialtye. Not only was their wartime service confined almost
exclusively to these speo:.a.lties but, because of the problems inherent
in our transition from a “parasite"™ to an autonomous agency, it was ne=-
cessary to continue their specialized assignments during the early years
of our operating as & separate Department. Only in the past few years
has it been possible to provide our officers with the variety of command
and staff assigmments required to adequately prepare them for the role
of oommander/manager. Progress in these few short years has been un-
precédented, and is nothing short of miraculous. Nevertheless, very real
deficiencies still do existe. /

As an initial step toward overcoming these deficiencies, we must
oontinue to re-initiate at the earliest possible date, a dynamic and
continuing educational program starting with our current Air Force
objectives. This program could have broader implications involving the
entire military establishment, however, I feel that if we can re-allign
our thinking Air Force wide - the other services will likewise follow
suite This program should be developed and monitored as & Chief of Staff
responsibility at HQ USAF level. The initial emphasis should be directed
toward those individuals who are serving as major commanders and possibly
as Deputy Chiefs of Staff at HQ USAF level. These individuals, in turm,
with assistance and broad guidance from HQ USAF, should initiate two~
pronged progrems directed toward their senior staff officers and their
sub=commanders and base commanders. Similar two-pronged vrograms should
then be initiated by base commanders to include two principle objectives.
First, to assist commanders and staff officers at 2ll echeloms to under-
stand the critical urgency for obtaining more effective management of
our resources; their responsibility in this effort, and the tools availe-
able to them to discharge their responsibility. Secondly, to establish
2 means of “exercising these managemént tools"™ in much the same menner as
SAC and TAC exercise their combat tools. One means of doing this is
through regularly scheduled Monthly Exeoutive Control Meetings and Quarterly
Commanders Conferences, condusted by the Commander and attended by all

sub-commanders and senior staff officers, for the purpose of reviewing and ¥
analyzing products of the program and their application to logistioal
capability and combat effectiveness. 5!

Several of the commanders at major commands have already initiated
programs of tho type mentioned in the preceding paragraph. They have




reported the measure to be g Buccess, as evidenced by the fact that
their commands are far in the lead in management efforts, and more
important, these efforts have ‘materially improved their combat v
capabilities. To assist them in their initial "eduoational® aims,
several commands temporarily enlisted the services of Civilian
Management Consultant firms. These firms, whose membership included
& wide range of both industrial and military experience, researched
commend problems and the tools available to resolve these problens,
and they further assisted the commanders in conducting personalized
discussion panels. The. panels lasted two days, with from 12-20 -
senior staff officers and sub-commanders attending each session as
active participants. Stimulated by the personal leadership of the
commander end the experience and research data contributed by the
consultants, (enhanced by the fact that the consultants had no private
8xes to grind or kingdoms to maintain) participants eagerly sought to
learn and they made invaluable contributions to the progress.

Use of management firms, would be particularly desirable (although
not an absolute necessity) where our nore senior officers are the
participants, since disoussion would tend to be less inhibited and ideas
would be advenced and discussed more freely. This method has the addite
ional virtue of being almost immediately available and comparatively
inexpensive, since several excellent firms have already completed
extensive research of Army, Navy and AF management problems and pro=
cedures, assisting commanders in conduoting conferences and schools,
and tailored to three and four star level as well as to field grade
officer levele We must recognize, however, that valuable as this
approach may be, it is only an expeditious supplement to the cormander's
personal leadership and the technical know-how 6f his staffe It must
be supplemented by intermal programs at the oommand and base level to
reach all levels of operatione

In condueting any command educational program and in exeroising
the management device, through Commanders' Conferences and Bxeocutive
Control Mestings, it should be remembered that while & broad under-
standing and working imowledge of management procedures and’tools is
essential for pointing out individual responsibilities, our activities
in the Air Force are so diversified, and the task so large and changing,
that we must avoid the mistake of trying to do overything at once. Best
results can be obtained by initially concentrating on selected areas of
particular interest to the command or installation, until the tool be-
comes familiar and confidence is gained in the over-all system. When
such proposals as mentioned above were discussed informally with three
major command Management Analysis Directors, they agreed that some kind
of dynamio guidance was needed, but that their personnel were already
tied-up in trying to solve ourrent command problems. The questions of
more effective management were naturally presented to the Management
Analysis staffs, but as expocted, each staff reflects the desire of the
local commander who might not possess the ocapabilities of the Executive/

‘Manager, whom we spoke about earlier. In the absence of management
firms or the availability of Management Analysis staffs to take on
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additional management exercises, I feel there is one additional source
of energy available to major commanders, who as yet have failed to make
their contribution to the current msnagememnt effort. This source of
technical brainpower and industrial experience is contained in the
operations analysis staffs at each major command headquarters. A review
of the projects under study by such groups, reveal little continuity in
‘acoomplishments or to the over-all Air Force effectiveness which could
‘be said as leading to greater combat capability. I was told that SAC
initially used operations analysis to recommend the most effective means
for improving flight-operations, and that aircraft maintenance problems
were to be their second target. USAFE operations anslysis personnel,
concentrating with the General Accoumting Office, researched a most
effective utilization and control of supply inventories, (utilizing
monetary inventory accounting as one of the principal management tools),
‘with control of Equipment in Use their second target.. Both of these
teams at one time planned to expand into other activities pending the
acceptance and adoption of their findings. Other commands oould well
follow this example, determine their own areas of primary concern and
initiate the aggressive aotion that is needed to insure better management.

While it is hoped that HQ USAF will undertake a comprehensive and
continuing educational and monitoring program, commanders at lower echelons
should not delay the initiation of a management program at their level.

The objeotive of commanders at all echelons is the same - attaining and
maintaining an effective military foroe structure. The management tools

to assist them is this effort are already in their possession. Their use
has been directed by law, by regulation, and by personal communications

of the Secretary of the Air Foroe and the Chief of Staffe - In the event
they are not put to immediate and effective ‘use, Commanders and staff
officers, regardless of rank and service, must share in the responsibility
for failure.




CHAPTER IV
 MANAGEMENT TOOLS IN ACTION

General
SnEE——

The Air Foroe, I believe, oan be justifiably proud of the progress
made during the past few years in the development and implementation of .
what may be considered new management toolse While the size of the task
and the abnormal diffioulties associated with it have precluded anything
1iki 100% effective utilization of the products of the system, we have,
pevertheless realized substantial benefits - both direct and indirect -
and we have accumulated experience data which,if used, should make possible
far more productive results in the immediate future.

One of the most signifiocant contributions over the past few year!s
operation of the Air Force Financial Management System was the oreation of
a growing awareness on the part of base commanders and their staffs, that
the operation of a base or a major umit was "big business" - frequently the
largest single business in the comnunity or state in whioch it was loocated.
This awareness served to direst the commander's attention toward his man-
agement responsibilities and led to a general improvement in the oonser-
vation and utilization of AF resources. '

As an important by-product, more and more communities, adjacent to
AF installations, have come to appreciate that AF ingtallations were "big
business ventures® and as sush their contribution to the economio growth
and stability of the community warranted the same weloome and consideration
a8 would any large commercial enterprises As an example, the Newburgh,
New York Chamber of Commerce report for 1957, whioch had front page coverage
in all local newspapers, highlighted the fact that AF activities in and '
adjacent to Newburgh and West Point( a city-wide population of 48,000. plus,
with an annual budget approximating 1.5 million dollars): ( Ref 17 3228).

grew in importence and economic value (during the year)
e o o Ohanmeled $38,168.401 into Newburgh's business economy,
e o o new construction at the base would represent another
$2,168,000 « « o One in every 53 employed civilians living
within sixty miles of Stewart. Air Force Base worked for the
Air Force « « « one in every 30 families was an Air Foroe

family. (Ref 18:1).

. A fuller appreciation of the economic importance of military es=
tablishments to the cormunity, made easier through readily understood and
accepted acoounting data, can be of major importance to improved community
relations, service morale and many other problems which directly affeot
unit effectivensss. As more detailed and complete ascounting data becomes
. avmileble in the immediate future, commanders should: seoure benefit, if
£or no other reason, than from its public relations value. ‘
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Real Properties and Funds

The current status and the potential for improved management in
these areas has been discussed in broad terms in previous chapters. A
considerable portion of the discussion and examples included in sub=-
sequent paragraphs dealing with Supply Inventories, Bquipment in Use,
and Mechanization, is directly applicable to the Real Property and
Funding areas, as well, ’

Supply Inventories

As we have previously noted, the Air Foroe supply inventory of
approximately twenty-four billion dollars offers our greatest potential
toward substantial monetary savings and improved combat capability,
Efforts at inventory management in the past have been blunted by the
sheer mass in number of line items, which exceed 1,624,000 line items,
(per Federal Supply Inventory Catalog reference - May 1959) .of which
35,000 to 60,000 line items may be authorized for a wing base. The
magnitude of the line item problem is emphasized by the fact that only
the very largest corporations have line item inventories as large as
the average Air Force base. Sears, Roebuck and Coe, for example, has
an average of 100,000 and J.C. Penney Co., about 25,000, (Ref 19:9),
The implementation of monstary inventory accounting, Air Force wide in
1954, which .expresses line item inventories and transactions to the
common denominator of the dollar, gave us, for the first time, a differ-
ent kind of a management tool for dealing with this problem.

Our potential in inventory control and materiel utilization is
- indicated by the fact that independent management firms, specializing
in inventory control, contend, and have conolusively proven through
tests and experimentation at several large.corporations, that even
industry's best run ocorporations can reduce their inventories by 1/5
without decreasing issue availability or as an alternate, with inventory
levels remaining at their present level, can reduce by 1/3 the number
of requisitions refused, because the supply warehouse is out of stocks
(Ref 19: Chapt. I), It is also my belief, based on personal experience
as an auditor in this area for the past seven years, that comparable
results can be attained on individual bases in a period of one year, and
Air Force wide within the next two years. This reduction in assets on
shelves or in bins, is no different than the assets contained in stooks
funds or in petroleum tanks, and they were reduced by ediot alone in

1957,

Ineffective supply management is like an ioeberg. The bulk of its
costs in dollars and cents and in loss of combat effectiveness are main.-
ly hidden beneath the surface. Only through using the dollar sign as a
ocommon denominator, or yardstick cen we begin to appreciate its costs,
which include the following: '

8¢ Cost of the Item -- this is the top of the iceberg the commander
sees when he makes a loocal procurement. It is frequently hidden by the




fog of M"ease of attaimment® when he obtains the item from AMC by simply
asking for it. It is frequently only a percentage of the true cost.

be Cost of acquisition == this inoludes costs of proourement and
requisitioning actions, communications, packing and crating, shipment,
receiving, inspection, binning, fiscal, administrative and command
overhead, etc. Thess costs frequently exceed the cost of the item

itself.

os Cost of possession == this cost has frequently been referred to
a5 8 "hot potabo"—- Wthe longer it is held the worse the burn." The
annual cost of possession has been estimated by industry to be at 25%
per year. It includes: obsolescence, 10%; interest on capital (cost of
tax administration and interest and administrative costs of govermment
loans), 6%; physical deterioration or its prevention, 5%; handling,
distribution, storage facilities, taking inventory, clerical costs, etc.,
4%. (Ref 4 : 114),

de Hidden costs == these costs.are over and above all others
previously 1isted. 1industry estimates that money tied up in excess in-
ventory prevents investment in merchandise that would gross 20% during
the same period. The cost to the military is far greater, since its-
principle cost is not measured in dollars and cents but in an irreplace=
able loss .of combat capabilitye. '

Whi‘le the cost of ineffective supply mansgement as developed by
industry, and expressed in terms of dollars and cents or in percentages,
appears to be high, thoughtful consideration clearly indicates that the
cost of ineffective supply management to the military is even higher.

The oost of the basic item itself is often greater since our techniocal
requirements are frequently so high or original;that we must pay the full

cost of basic research and development plus the cost of initial production.

The costs of acquisition and possession are almost certain to be higher,
since our world-wide requirements, the remoteness and dispersion of our
units and unfavorable geographic and storage conditions, markedly inorease
the costs of administration, communication, transportation, storage, and
loss through deterioration. We are certain to have a higher rate of ob-
solescence since national survival depends on continued advances in tech=-
nology end high quality of our forces in being and their equipment.

In the final analysis it is the commander who bears the brunt of the
high cost of supply effectiveness, sinoe he is the one who is deprived .of
oeritical resources that could have been provided with the funds that were
wasteds Unknowingly, the commander himself is his own worst enemy in this
respect, since he, as the consumer of 85% of our resources, the store-
keeper of 20% of the AF stoocks, and the custodian of virtually all our
equipment, is the individual who is responsible, directly or indirectly,
for most of the waste. Trus, hugh sums are wasted through faulty judgment
in selection of weapons system and in determination of materiel require-
ments, which are not direct actions of the commander. Even here, however,
he must share the responsibility, when inoomplete and in-accurate base
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supply records, unauthorized base stooks and issues, poor supply
discipline and multiple requisitions for the same item, all have a
pyramiding effect in computing the central procurement requirements
of the Air Foroe. In short, the commander is the cause, directly or
indirectly, of most of the i11ls that beset him in this area.

. In eliminating the cancer of uncontrolled inventory, the com-
mander must serve as his own surgeon, utilizing the management instru=-
ments provided to hime While most of the bensfits which he will :
realize from his actions will reach him only indirectly, he will never-
the-less realize several substantial direct benefits. He will realize
increasing monetary savings in his looal procurement, since approx-
imately 15% of his inventory is presently locally procured and funded
and (finally) supply policy is to inorease decentralization of pro- ‘
ourement. He will realize substantial monetary savings through reduced
supply actions and reduced and balanced inventories, since, as we have
noted, the costs of acquisition and. the annual costs of possession run
highs The commander pays for the ma jor portion of these costs either
through his allotted funds or through wasted military manpowsr, trans-
portation charges, storage or wasted facilities. Ths average potential
reduction of from 1 - 5 million dollars in the inventory of each base,
indicated by the experience to date, would mean a substantial annual
saving to the commander in his M&O funds, manpower and facilities. As a
conservative estimate, every dollar of excess supplies promptly identi~
fied and disposed of properly, means a dollar in direct savings in funds
considering again the high "cost of possession.” Every dollar saved
in new procurement, in exoess of actual needs means a minimum of two
dollars made available for inoreased combat capabilities, -considering
the cost of the item, cost of acquisition and cost of possession.

Indirect savings to the commander are equally impressive. Lack
of inventory control is a blight that spreads rapidly throughout an
organization. When personnel are permitted to be negligent in supply
control and utilization, they become slipshod in other elements of the
operation. (Ref 4 : 5), Correction of supply defiociencies will result
in a general improvement in the overall operations,

The principle indirect saving, and more important than all the
other savings combined, is that effective supply control and management
will substantially reduce the "reaction" time of our conventional
logistios system. Since we do not know when the enemy will striks, or
how much of our own strike force will be destroyed ‘before it is able
to launch a reéturn strike, or what subsequent military aotions will
. develop,. our logistics program must have the capacity to reect instant-

ly at all times and under any oircumstances in support of the surviving
combat forces. We do not have this capacity at present, using Ww II
type of weapons, and we cannot possibly attain the capacity regardless
of costs, if we confine ourselves to the established archaic supply
procedures we have known in the past.
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The task of attaining effective inventory control will not be an easy
one but neither is it a hopeless one. We will have the advantage of indus-
try's ocumulative experience to draw upon, as we have in the past, plus the
tremendous assistance afforded by baseé level mechanization, and the exten-
sive use of electronic data processing machine equipment with their high
speed computers at different echelons of commend. In the event we falter in
the task, whioh we assume by reason of logio and compelling need will not be
oase, We may be spurred on by the fect that the direction of our actions has
the blessings of Congress and also the Department of Defenss.

In the past, with over one and a half million individual line items
stored in hundreds of locations throughout. the world, with countless supply
transactions taking place simultaneously, ‘with a procurement and shipping
pipe-line of several years, with changes in Air Force planning and operating
programs taking place ocontinuously, and a hopelessly inadequate stone age
manual record-keeping system, it was utterly impossible to realistiocally
determine what we had, where we had it, what was on order, or what we needed.
Even at base level, the commander, with 35,000 to 60,000 line. items in his
supply inventory, and countless training and operating problems demanding a
priority of attention, was faced with an almost impossible task.

Through the use of the common denominator of the dollar, which has been
required in one of the functions of the integrated eccounting system, namely,
Inventory Accounting Monetary (IAM), the commander can quiockly obtain a
general picture of his supply status by scanning sub-property class summaries,
instead of trying to make an analysis by individual line items of supply.
While monetary accounting data and ths system has been subjeot to much cone
troversy and will never supplant individual line item analysis, it does vastly
simplify the task of the commander and his staff by blocking out large areas
where conditions appear generdlly satisfactory,.and spotlighting areas
which appear to be in, or headed for, trouble. It highlights a orisis in
the making and provides the opportunity to do somsthing about it before it
becomes too serious. (Ref 1 : 213-218), :

I will present only a brief outline of the monetary inventory accounte
ing system and its appliocation to base and command level inventory problems,
sinoe this subject is excellently presented to commanders in AFM 67-10,
dated 1 March 1956. This manual is the most readable, interesting, and under=
standable military publication I have had the opportunity to read in a long
time. While normally I would shy away from a militeary manual as if it were
& plague, I ocannot praise this publication too highly. A little over two=-
hundred pages in length, it can be absorbed in one aftermoon to provide a
comprehensive knowledge of supply control and mansgement that would take weeks

of ressarch to uncovers.

In explanation, the IAM system is nothing more than a logical extension
of existing supply accounting procedures. Its operation, while involving a
hugh volume of date, is relatively simple. It requires that all supply tran-
sactions show a dollar value, as well as quantitive totals. In initiating
1AM, the inventory on hand was priced out (at standard prices provided by
AUC, or local purchase price, as applicable) to show dollar valuse ‘The value




of the then authorized Stock Control level, was also priced. Supply
transactions, subsequent to the initial inventory, wers priced as a
matter of routine.

In order to pin-point probable problem areas and to provide mean-
ingful experience data to-aid the commander in his decisions, monetary
inventory data was originally acoumulated by sub-property class with
a breakout of significant segments to include the following:

le Value of Inventory :
Prepositioned and War Reserve Stocks
Project Materiel
Operating Inventory
Servicable Stock
Reparable Stook
Work Order

Value of Increases and Decreases . _
To or From Base Organizations (other bases, depots, other
agencies)
Base Manufacture
Local Purchase
Reclamation and Salvage
Donations

Value of Repair Cycle Transactvions
Reparable Stoock -
Reparable Turn Ins
Returns to Service Stock
Work Order '
Un-reparable

Value of Authorized Stock Levels
Value of Declared Excess

Initial
Upon Disposition

It is significant that such additional ™breakouts" a8 have been added
sinoe the system was originally implemented, have been added at the
insistence of supply managers, materiel staffs, and commanders (rather
than by the accountants who already had their hands full) once they
began to experience the system's benefits and realized its potential.

Since existing supply direotives require that requisitions, pur=-
chase orders, and other supply documents show location, souroce, dispoe
sition, purpose and pertinent supply information, as well as the unit
price, the extension of the supply system to provide monetary date is
both logical and basically very simple. From a procedural standpoint it
can only be truthfully said to require: ' '




l. Supplementing the general, frequently hazy, and incomplete
narrative informstion contained on supply documents with a numerical
code to insure completeness and consistenocy, which also facilita.tes the

. processing function.

2+ Review of supply documents for their completeness and accuracy
of information shown thereon. (This review was required previously but
it was frequently performed in a haphazard manner).’

3 IAM merely i'equired the‘extension of prices and quantity to .
show total value.

4. By the system, consolidation and summarization of monetary data
was acoomplished.

IAM operations to date confirm the simplicity of the original pro-
cedures by mechanization measures now adopted at most bases to handle the
hugh workload of ood:.ng, extension work, consolidation and summarization
requirements.. It is evident that, as a prerequisite to the full success
of the operation, the commander must insist that the information be current
in the system, and that using units and base supply personnel be held
responsible for the acowrate and complete information on supply documentet-

. jone - It must be remembered, that no matter how good the system , there

will always be some persons who will "fight the problem™ and say the products
are worthless due to the numerous potential human failures inherent in the
operation. This is like saying, all medicine to be good - must be a certain
oolor which is agreeable to the user.

Perhaps the most significant contribution of IAM in the first year
of operation, was to highlight the oritical and shooking deficiencies
in base supply operationse - Rapid turnover of supply personnel, coupled
with an almost oomplete lack of supply training for the majority of the
assigned strengths in supply offices, together with oritical under-manning,
resulted in inaccurate and incomplete stoock records, incomplete and in-
acourate transaction descriptions on supply doouments and frequent elimin-
ation or circumventing of established supply proocedures. This situation
was particularly prevalent at overseas bases becausé of their rapid activ-
ation and build-up under adverse oonditions, and the inability to hire
qualified indigenous persomnel to supplement or offset the shortages and
weaknesses of military supply personnel. Although considerable progress
in this area has been made by major and local commanders, in alleviating
this condition, only positive, aggressive action at the HQ USAF and AMC
level can provide a satisfactory long term remedy. This can be done
through improved manning, training, and stability of assignment in the
supply field, coupled with inoreased emphasis and priority on the further-
ance of base mechanization programs. A more equal distribution of military
vank and civilian status to the supply field might be more profitable a

.move than any of the management tools so far designed, but this. theory is

beyond the range of this paper.

IAM operations emphasize that while our supply operation itself is




huge, and the potential monetary savings are large, the bulk of our
savings will come from a few concentrated areas. The system enables

the commander to readily identify and direct his efforts, or the -efforts
of his staff, toward those areas and thereby prevent him from giving

& disproportionate amount of time to arsas of lesser return.

_ The heavy concentration of value in a relatively few sub-classes
of supply is illustrated in a TAC 1958 IAM Report, covering approximately
400 -sub=-classes: : :

Number of Sub=Classes %Total Sub-Classes % Total Value
4 1 31
15 4 52
78 20 85
400 : 100 100

A later TAC report, which reflects the inoresse in number of sub-olasses
due to incorporation of the new Federal Supply Catalog groupings, covered
approximately 600 sub-classes and indicates that 407 of the sub-classes
contained 98% of TAC inventory value. The concentration of value in a
small number of sub-classes is. generally more pronounced for an individ-
usl base than for command totals.

The heevy concentration of value in a single supply category, was

-also emphasized in many of the base inventory reports of various commands

which were reviewed in developing this point. This concentration, with
direct comparison ‘to total line items in that class( based on informal
estimates developed at HQ AMC) is shown belows

Category ' ZTotal Lin§ Items : % Total Valu—e

I (over $500) 2 ' ' 12

IT ($10-$499.99) 20 (22) 77}8 (90) accumul.
II1 (under $10) 78 (100) : 10 (100)

It is importent to note that almost 80% of the value of base-wide

-inventories are oconcentrated in Category II. (This distribution differs

meterially from depot inventories because of the difference in stoockage
authorization and supply mission). Related USAF supply reports indicate
that there is oomparatively little Mexcess™ of Category I items at base
levels This would indicate that AMC's ooncentrated effort to control
"High Valus™ items has met with considerable success and suggests - that
the next step might be a program directed toward better control of the
substantial values contained in the Category II supply group. It would
likewise appear that the existing controls which were recently modified

on Category III classes of supply items, was & very wise move in view of
the volume of transactions involved in comparison to their aggegate value.




Category II1 representing but 10% of the base supply value, inoludes
nearly 80% of the line items. While base stockage authorizations are
slightly higher for this oategory than for Categories I and II, and report-
ing requirements are somewhat reduced, they nevertheless, generate exorbi=-
tant aocquisition and reporting costs, completely out of proportion to the
cost of the items themselves. With the exception of very fast moving items,
s base stookage authorization of one year should be authorized for all
category III items, including those ocentrally prooured. Pending the attain-

ment completely, of worldwide base mechanization, item reports to higher
headquarters should not be required for this category more often than once
annuallye This recommendation, would allow even greater freedom than is
ourrently being followed of reporting all Category III items in one total.
It 'may be emphasized again however, that even the above recommendation,
whioh may never be adopted, could not have been thought of without the
analysis of inventory accounting monetary type of information.

Thus, in understanding the IAM data available and determining approp-
riate courses of action, base commanders can benefit from the experience
of their staffs in the operation of the Clothing and Commissary Stock Funds,
which have been operating sucessfully at base level for the past several
years. Although these stook funds concentrate on relatively small areas
of supply, as compared to the IAM task, their operating and management
principles are similar. (I have purposely avoided the added fiscal details
of the revolving fund, which we need not concern ourselves with at this
time)e As an exsmple of the potential to be achieved through dollar controls
end presentation, as provided by IAM and Stook Funds, SAC, in the face
of a substantial strength build-up, reduced their Clothing Stock Fund
Inventory from $7,000,000 in 1952-to $625,000 by December 1955, Service
to the oustomer was materially improved and operating costs per dollar of
sale were reduced by more than fifty percents A more recent example of
ocutback, based upon information reflected in monetary accounting systems,
was the across-the~board reduction by 20% in petroleum inventories held
in storage at base levels during June - December 1957. Similar reductions
in other Stock Funds followed when managers realized the amount of funds
that were tied up in excess inventories.

Proba.bly the most significant red flag provided by IAM is the three-
way comparison of base issues to operating inventory and to authorized
stook control level. In analyzing a Quarterly Report covering a sube-property
olass supporting a static operating program whioh may be authorized a 90-
day Stock Control Level, we kmow that all three figures (Issues- Inventory -
and Stock Level) should be approximately equale (If the SCL was for 30 or
60 days, or the operating program for the next period was to increase 50%,
we would mentally interpolate)s If all the figures are equsl, we can
assune that in general the sub-class is not in any serious diffioulty. If
the three figures are not equal (approxima.tely), we must look further to
locate the reason for the difference. To do this we would scan the in-
dividual items, beginning our search of items with the highest monetary
balances. Inspection may show that the SCL has not been properly computed;
- it may show that War Reserves or Projeot Materiels have not been properly
identified and are erromsously included as Opera.ting Stook; it may reveal




a considerable amount of dead stock or ourrent supplies in excess of

our needs. Early IAM data, as an example, exploded the belief of many
supply officers and commanders that the high velus of the base inventory
was mainly due to the conversion of old model or type of aircraft to
new., Very few of the old spare parts and supplies related to former MG
were found to be useable on the new A/C; new supplies had to be pre-
stocked; and disposition of old supplies wals very slow. All this was
true, except that the monetary value of these items represented only a
very small fraction of the total monetary value of the base inventory.
The bulk of the monetary overages of many of these bases, as highlighted
by the uses of IAM, was concentrated in housekesping and technical service
supplies. (Ordnance, Quartermaster, Engineer, eto.) In any event, IAM
will quickly tell us whether something is wrong in a specific sub-class, .
and drastically narrow our search to gain a general understanding of our
supply position and potential problem areas.

In the event we desire to learn the status of Reparable Stock and
perhaps the effectiveness of our maintenance program, we might again turn
to a Quarterly TAM Report. By visual inspeotion of the report, we can
determine the number of months backlog for reparables, by comparing the
Reparabls Stock Inventory with the rate of Returns to Serviceable Stocke
We oan determine whether depot or contractual assistance is required or
whether a re-soheduling within our own shop is a possibility. We can
determine whether units are actually turning in reparables when they are
drawing replacements. By comparison with past reports and sumary reports
of other bases, or with AMC norms, we can get an indication as to whether
our wnits are-adhering to prescribed maintenance procedures, “bench
check™ etc., are turning in items for maintenance prematursly, or are
holding them beyond prescribed periodse

IKM data is our most effective yardstick for mesasuring the status
of the over-all supply program and major segments of the program. Having
determined what the stockage objectives should be for various segments
of the inventory, war reserves, etc., and what excessss or shortages are
indicated, we can quickly meke a visual check of progress and disposition,
and thus be alerted to potential problem arsas. )

The commander's analysis of his base supply status can be acoomplished
in a few hours each month, after he has become acquainted with the cap-
ability and limitations of his new tools. This can be acoomplished by
determining what he and his staff should look at, and having this data ex-
tracted on a recurring basis from more detsiled reports, and presented in
chart or graph form. Initially, he should confine his monthly review to
_the large dollar amount areas and the oritically dangerous areas, as re-
vealed by normal supply and comptroller staff analysis. As an order of
magnitude, he could examine a chart, kept up to date monthly, showing the
over-all supply pioture and the 10 to 20 sub-property classes (out of
several hundred) which ocomprise from 50-65% of his base inventory, monstary
value. In addition, each month he could either briefly scan one-third of
the remaining sub-classes (so ez to scan them all every three months), or,
as an alternative, could have presented for his scanning, all (or a third)




of the sub-olasses that deviate more than 50-25- or 10% from a norm de-
termined by him or presoribed by s higher headquarters. _

Having reviewed IAM's ospabilities we should also take cognizance
of its limitations. The commander should be fully aware of these weaknesses
go that if he cannot take the necessary actions to eliminate them, or to
reduce them, he will at least consider them in his valued judgment. I
have often heard commanders express their feeling in this regard by advising
staff members to confine their use of IAM to its. oapabilities, or, plan
to head for disillusionment and perhaps real danger.

: IAM's major deficiencies are direotly attributable to the fact that
the system, for the present, must be tailored and restriocted to the limite
ed capabilities of a manual supply operation and a manual accounting
operation as well. True, some bases throughout the Air Force have begun
to mechanize, but in the main this mechanization is simply no more than
doing by machine the same operatioms that were formerly done with people.
‘This limitetion permits us to acoumulate only net overages or net short-
ages instead of gross overages or gross shortages. When IAM indicates
there is something wrong with a sub-property class we may be assured that
there really is something the matter. However the degree may be under-
stated and there may be likewise instances where a sub-class appears to
be in order, but in fact, there is hidden trouble. Since only net over-
ages or shortages are indicated, it may be possible for a sub-class to
have offsetting overages and shortages ($100,000 over and §100,000 short)
and appear to be in perfect balance. In like manner, balances with
$100,000 over and $60,000 short, or a net overage of $40,000 would be
en understatement and the shortage would not be indicated. ’

This shortcoming is significant and commanders should exert all the
resources at their command to -implement a true base mechanization program
at the earliest possible dates (Most bases reported to USAF in December
1958, partial mschanization, or like HQ TAC - use of "odd"™ equipment like
Burroughs machines, which are one step removed from a manual operation)
With prior awareness of this problem, machine supervisors can provide the.
commander, in less than 20% of the time and manpower now required for an
incomplete appraisal, the full and true picture of the'base supply status.
Pending proper mechanization, the commander can either accept the limite-
tion, knowing that half or three-forths of & loaf is better than none, or
he oan partially fill the gap by scamning stook record balances or Stock
Balance and Consumption Reports for those items having high monetary bal-
ances, to ascertain if sizeable offsetting amounts exist.

Another temporary shortooming in the use of IAM data, is not ate-
tributeble to the IAM system, but rather to the shortcomings in carrying
out existing supply procedures. While the deficiencies and discrepancies
in our supply operation have been highlighted by IAM, which serves to show
the effectiveness of IAM as & menagement tool, these discrepancies. are
carried forward into the IAM data itself (since IAM merely repeats, in the
common denominator of the dollar, what the supply records show in quanti-
ties)e Accordingly, before major decisions are made in problem areas,




‘portrayed by IAM, it may be necessary and advisable to check the supply
stook records to first ascertain their validity. A4s ‘the reliability
of supply records is improved, oomparable reliance can be placed on IAM
without going back to verify the source data. This ‘too can easily be
achieved through mechanizatione.

. We should antioipate that in the not too far distant future, after
IAM has assisted us in identifying and disposing of dead stock, and
other excesses for building up fully reliable consumption data, it will
be our principal instrument for preparing the materiel budget, demon-
strating our management capability, and Justifylng our budget require-
mente. In the meantime, rew IAM deta, as it ourrently exists represents
a real possible danger if mis-used by higher echelons or external agen=
cies who may not be fully aware of its present limitations or in the fact
that it tells only a part of the story. The commander must, insure that
his IAM report tells the full and the correot story of his operations
as nearly as he can depict them and he should accompany or follow up his
reports with narrative explanations, where required. He mey check
certain things himself contained in the accounting system, one; to insure
that War Reserve and Prepositioned Stocks and Project Materials are not
included as Operating Stooks, or, that obsolete, obsolescent, and limited-
use stocks are separated and identified with current excesses for dis-
posal actions. : :

To facilitate the field commander's task, HQ USAF and HQ AMC could

‘think about modifying existing supply and IAM procedures to provide a
more positive, oomplete identification of all obsolete or obsolescent
airoraft < equipment - and supplies, now held in inventories for the
contingency of U.S. participation.in "limited™ operations in remote or
backward sections of the worlde There are other reasons that could be
mentioned for placing aside items and weapons like first line jet 4/(!,
but unless this identification is complete and current, we dangerously
overstate our capability for major combat operations and continually
Jjeopardize favorable consideration of our budgetary requirements. In
addition, immediate, priority action should be taken by all major com-
mands to insure that base mechanization, transceivers between installat-
_ions, depots and major command headquarters for electrical transmission
of volume supply data, and high speed computers at strategio supply lo=-
cations and selected major commands are installed and ‘fully utilized as
promptly as possible to reduce our supply reaotion time and emable us
to provide the true, complete story of our supply requirements and status.

In summary, TAM is a most praotical and useful management tool.
The early defioiencies whioh it has highlighted in supply proocedures and
operations, while requiring caution in the use of initial (raw) IAM data
by itself, serves to emphasize IAM's immediate contribution and its vast
potentiale This potential will be realized only when supply activities
are completely mechanized at all echelons so that attention can be direct-
ed to: modification of certain supply ooncepts and classifications, a
further reduction in the number of General Ledger accounts which are used
to reflect supply transactions, and a revision of the present dollar




inventory reporting requirements which will materially contribute to a

§ simplification of IAM procedurese In the meantime, most thinking indi-

¢ viduals will admit, some relustantly, that this management device repre-

% sents as great an advancement in inventory management as did the steamship
¥

over the sailboat in the field of transportation. Commanders should use
it to the maximum of its present capabilities, while striving to refine
its products and mechanize its operation.

Equipment in Use

The Air Force has approximately twenty eight billion dollars worth
of equipment in the hands of using wnits. (Ref6 £7)s This area is second
only to "on the shelf" inventories, in size of potential monetary savings
and potential increase in combat effeotiveness. As we have previously
noted, the problem of attaining effective control and management of equip-
ment in use is similar to that of supply inventory control, since it ine
volves a large number of line items and requires the use of the "dollar,"
as & common denominator. While there are considerably fewer equipment
1ine items than in the supply inventory, there are vastly more control
segments involved. Controls must be established in thousands of individ-
ual units, whereas the number of supply accounts is considerably less than
one thousand. ' '

Notwithstanding the fact that the total monetary value of Equipment
in Use was first reflected on installation, command, and Air Force
Balance Sheets as of 30 June 1954, only & very limited use has been made
of Monetary Equipment in Use data or procedures, to date. The principle
reason for this was that priority has been given, and properly so, to
the solid establishment of the over=-all integrated accounting system,
and to IAM, as the segment offering the largest potential payoffe. Now
that the bulk of this phase of thinking has been initiated and partially
accomplished and some of its products are ready for effective menagement
use, we should give increased attention to Equipment in Use, as the area
of second largest pay off. While involving thousands of commenders, staff
officers and supply and accounting personnel, and requiring an extensive
"eduoational program", our efforts to establish control of Equipment in i
Use should be facilitated by related experience in the monetary accounting :
field, and by virtue of the fact we are dealing with only about a fifth
or sixth as many items as we had in IAM.

The Equipment in Use problem breaks down into two major areass Air- 2
craft and Missiles, and all equipment other than aircraft and the basioc {
missile weapon. 'Although aircraft and nmissiles represent the major vortion 2
of out total equipment value, because of their high unit costs and identif- {
ication, they constitute by far the easiest management problem. Central t
assignment and accounting for individual aircraft is already in effect, and
I understand a similar program is being instituted, or in the thinking
stage for weapon acoountinge Reasonably complete and acourate monetary data
is said to already exist in this aree. This informetion, therefore, should
be put to immediate use, as & supplement to item.control, to emphasize the
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huge investment in obsolescent airoraft and to assist in determining
whether the continuation of this large assortment of limited service
aircraft and missiles in our gotive inventory is justified in the face
of the high cost of possession, maintenance, and operation. As We
nave previously noted in our review of supply inventory operations,
those "weapons™ held for possible use of other friendly countries or
for limited operations, should be separately jdentified.

The second area covering & $14 billion dollar investment in
Equipment in Use,- other then aircraft and the basic missile weapon,
but including ™weapon support equipment™, is a far more diffioult
problem, but its potential pay off is great. As was the case with
IAM, monetary equipment acoounting has highlighted shooking defio=
jencies in the Equipment in Use records of using unitse. Many unit
records were found to be almost worthless. While there has been some
improvement, the records of many units are today still inacourate and
incomplete. '

Monetary data will not provide all the answer to this problem on
an AF-wide basis or even a major commend basis, since it presently
represents but one leg of a three legged stools In addition to the
value of equipment on hand, currently reported, we need to know the
value of equipment authorized and the commander's estimate of equip=
ment required in order to have an effective management instrument.
Because of the unit record deficiencies, known to be prevalent through-
out the Air Force, frequent substitution of items, changes in UALs,
reorganization of units, hoarding, and laok of effective command control,
equipment on hand frequently bears little resemblance to that authorized
or that authorized to that required. An independent spot oheck of unit
records, by commands which wes made by USAFE with representatives of the
General Accounting Office, April 1957, revealed examples as follows:
(Ref 22:Suppil)a . :

Unit Authorized On Hand Required
A $ 27,000 $ 336,000 ?

B 13,000 82,000 ?

c 17,000 67,000 ?

D 167,000 310,000 ?

The naked figures, d6 not in themselves, solve our equipping problem.
They do, however, direct the commander's attention to a very real problem
and suggest the commander geek the reason for such disparity and the

- solution. Failure to do so, directly jeopardizes the combat effective-
ness of the Air Force, and leaves the door open for "orash®, so called

w.orrective®, actions and redustion in procurement authorization, by
higher echelons and external agencies. This is particularly dangerous
since analysis of preliminary and . admittedly incomplete monetary reports,
indicates that despite substantial total overages in many individual
units tested to date, a general shortage of approximately 25% of Unit
Mission Equipment, exists in these same units. It further suggests that
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~use under the supervision of unit commanderse The inventory will be used
o establish corrected unit equipment records and to establish corrected
monetary records gt all command levelse :

e standard format) showing by quantity and by monetary value equipments

[

" a considerable portion of excesses in units may consist in obsolete or

obsolesocent equipment (particularly support equipment) which should be
separately identified so.as not to penalize the jndividual unit or the
Air Force. Analysis of ipdividual units may reveal that the ™on hand"
figures were extracted from incomplete or insccurate unit records and .
that they bear little resemblance to items physically-on hand; that the
commander's list of authorization has not been kept current, or if kept
ourrent it in no way represents his requirements; that the apparent
overage is not a true overage, being caused by the uneconomioal sub- .
gtitutions for authorized, but unavailable jtems; or that true overages
exist over and above both authorization and requirements, which should

be promptly disposed of to eliminate the high cost of possession and
maintenance. Whatever the reason there is trouble ghead if the situation
is not corrected. No agency can realistically determine or justify pro-
curement requirements on the basis of information such as shown above.

A true picture of our Equipment in Use status, our requirements,
end the means of obtaining fubture control and management can be had, in

- short order and with a minimum of effort, in a single stroke. The method

of accomplishing this is relatively simple but it requires the positive
leadership of the commander and cannot be accomplished without it. For

. maximum effectiveness the program should be sponsored and supervised by

the highest echelon of command in the Alr Force, HQ USAF, but it can, with
somewhat more effort, be accomplished by Major Commanders with the assist
of base and unit oommanderse.

* The basic elements of the program would entail:

1. The takihg‘of a wall-to~wall phyéioal inventory of equipment in

" 2. Preparation of separate reports by each unit for each UAL (using

(a) Authorized

(b) Authorized but Not Required
(o) Required but not Authorized
(a) Total Requirements

(e) On Hand _

T T A AT ST T S T

Substitute items, on hand, should be fully jdentified. Two reports should
be prepared for each UAL, & detailed item 1ist to be used in comparing and
evaluating item requirements, and a.summary_reporﬁ showing monetary value
only to provide oomparativo'analysis'at higher headquarters and to spot-

. light major problem aree which require especial attentione If condition

or records permit, basioc formats should be prepared centrally by major
commands for each UAL, showing number and value of items authorized, and

-the unit price. Central preparation utilizing;commeroial accounting machine
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equipment, or EAM punch cards, is easier than manual preparation by
units, avoids duplication of effort, insures greater accuracy (subject
to unit correction) and relieves the unit commander of a tedious manual
choree. '

3e¢ The reviewing and recommending actions would remain the same,
that is by unit commanders, base equipping review boards, base commanders, .
intermediate commanders and major commanders, as appropriate. (APPENDIX A) .

Effective with the date of the physical inventory, it is suggested
that the base accounting office expand its IAM accounting activity to include
monetary equipment-in-use, thus relieving individual units of this require=-
ment. (For many years the reguirement to account for Equipment in Use in
the integrated accounting system (AFM 177-1), was not considered, then a change
to the AFM 177-1 series "suggested" that token amounts be portrayed in the
base general ledgers. Most commands merely posted arbitrary amounts to re=-
flect the wvalue of UAL property and Equipment and revised this figure once
& year to show compliance with accounting instructions.) Since the base
accounting unit already receives virtually all supply documents which now
affect Equipment in Use accounts, and the commender can arrange for them
to receive the remainder (Reports of Survey, Salvage, Statement of Charges,
Droppage  Allowances, Turn-Ins, etce, ), the additional task can be perform-
ed by a comparatively simple extension of existing accounting machine or
ZAM procedures. This action will reduce duplication of effort, inocrease
acouracy and timeliness, relieve units of an administrative burden, and
provide an effective means for periodic checks of umit records, for com=
pleteness and accuracys. »

In the year of 1957, the United States Air Force in Europe (USAFE)
recognized the importance and confusion existing in the stop and go policy
of handling equipment oontained on unit authorization lists, and they made
a special study of those items of supply - of what they considered - low
unit valuee In order to determine the impact of these minor items upon
the Air Force supply and accounting systems and the savings that might
acorue if items costing less than $10. = were excluded from all UAL pro-
cedures, the General Accounting Office was invited to, participate in the
study. This study was conducted at twelve air bases in the Eurcpean theater,
at staff and operational levels, encompassing UAL's and related documents,
together with discussions and consultations of Equipping Review Boards,
base commanders, directors of materiel, base and organizational supply offi=-
cers, clerical employees, who all generally agreed to recommend dropping
UAL supplies having a unit standard price of less than $10. In that same
year AMC and USAF favorably indorsed this recommendation which eliminated
approximately l/3 of the items currently included on UAL's, and caused a
reduction in the following administrative areass the time expended by
personnel in the preparation of UAL worksheets and equipment in use records,
in the volume of mandatory statement of oharges, in the volume of mandatory
Reports of Survey, in droppage allowance procedures and in establishing
the commander's materiel requirements. This study case is oited to show :
that this same area of savings could have portrayed itself to any discerning
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menager, or commander, if only the monetary equipment records maintained
by units had been reliable, end the information had been presented in
some orderly and understandable manner. (See APPENDIX A).

_ In summary, Monstary Equipment in Use accounting, oan be & most
useful and effective management toole While its main contribution to date
has been to simply call attention to & huge investment in equipment, it
can be quickly and easily applied to unit, command or Air Foroe wide equip--
ping -supply problems. Its potential will be realized only through the per=
sonal leadership of the commandér in educating his people as to the possible
monsetary and combat contributions of this area, and by personal supervision
of the initial “comprehensive survey,® the accounting simplifications and
the management applications, as outlined abovee

Aubtomation

General E.W. Rawlings, former Commander of HQ AMC, in a recent
article in the Air University Quarterly Review, presents & conclusive case
for “automation," which he defines as “substitution of machine energy,
mental or physioa.l." The urgent requirement for ®“nechanization™ through-
out the Air Foroe, starting with base level, which has been stressed in
this study, is also encompassed in General Rawling's definition of aubto=-
mation, end emphasized throughout his article. The following points,
emphasized in this message, are paraphrased at this time to provide a
comprehensive picture of the need for automation, the over-all program to
achieve it, and its application and benefits to the field commanders:

1, Airlift plus automation.equals fast and flexible air
logistiose. ' :

2. Logistical flexibility is the oapacity for supporting
military foroes at the same speed with which they can be employed

tactically or strategicallye

3. The high cost of the item itself, the cost of acquisit-
jon and possession, and the high rate of obsolesence due to rapid
technological advances prohibits ‘extensive stookpiling. Vulnerabile
ity of targets in overseas area partioularly rules out extensive

stookpiling in those areas.

T e o e e e

4. The average speed of supply to the American 'l':roops in the
American Revolution was 1-1/3 miles per hour « e o in World War II
about 3=1/2 MPH ¢ « o an average of 106 days was required for de=
livery of an item requisitioned by forces in Germanye :

, 5« 80% of our present support oyole is consumed, not in trans-
port, but in transmitting and processing paperwork and processing the
materiel itself. Omly 20% of the support cycle in consumed by
transportatione -

6. Automation is an absolute. A little of it is not practically
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effective. Applied in patchwork fashion, its power is diffused
and dissipated. Complete systems must be automatized and 8yn-
chronized if the whole tempo of output is to be accelerated.
Automation, systematically applied throughout the preponderant
processing phases = permeating our communications, data pro-
cessing, inventory comtrol, materials handling - oan galvanize
the whole support cycle into new life.

7« Automation's ma jor contribution will be, first, and of
primary importance -- a substantial inorease in our operational
effectiveness « « « Becondly economy in our logistics ¢ o o third-
ly, increased depth of defense through a stabilized and infinitely
more productive industrial potential. More specifically it should
eliminate stockpiling by quickly foousing materiel on given areas;
eliminate manpower bottlenecks; provide stable, predictable expanw
sion factors; save in menpower; save in cost of equipment; and

save in initial materiel investment through better determination
of requirements and shorter pipeline,

8e Automation is divided roughly into five broad areas of

operations: (1) data processing (2) communications (3) inventory
control (4) materials handling °(5) manufacturing. Instantaneous,
accurate and inexpensive communications between using units and the
supply depots is an absolute necessity in order to realize the

full benefits of mechanization. This will be accomplished by
"transceivers," a desk-size transmitting and receiving device which
transmits electronio impulses from coded oard impressions over
hundreds or thousands of miles to another transceiver, which punch-
es an identical card at the receiving end. This system, installed
between AMC installations in the 2I, is expected to reduce 2T

pipeline time by 10-20%. It is scheduled to extend to overseas
installations, using radio comnections,

9+« Inventory control is always the potential quagmire of a
logistics system. We cannot safely trim inventories to: the most
economical minimums unless our stocks are completely and immediate-
ly at our command at all times. This is impossible by manual me-
thods which generate s vicious oyole -- the requisition cyole is
80 slow that it tends to acounulate oxcesses and imbalances - the
more ponderous the control machinery becomes, the less accurate and
and timely is its reflection of the data whioch influences management
decisions concerning requirements, distribution, transportation, eto.
Electronic data-handling, besides radically shortening pipelines,
will greatly increase precision in developing requirements.

10. 1In the calendar year 1954 alone the Air Force disposed of
575 million dollars worth of surplus material, much of it equipment
which had become obsolete or which previously been required to
support weapons that had become obsolete. While the entire sim can-
not be considered waste, any more than hospitalization insurance is
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a waste in a year when illness does not strike, the cost of obsoles~
cence can be drastically reduced thirough more acourate knowledge of
inventories and requirements and & shorter pipeline, all of which
oan be attained through automation at & small fraction of the oost

of current surpluse (Ref 8 sextracts).

Base Mechanization

The application of mechanization at base level, the benefits real-
ized to date, an indication of its potential, and the reaction of com=-
manders and their staffs ‘to mechanization are outlined in a recent HQ
USAFE report. This report, which reflects the general tenure of reports
of other commands, as well as of nunerous base commanders and their staffs,
has been compiled for presentation in this studye. Their over-all opinions

are as followss

Air bases at which mechanization has been in progress ‘have
obtained immediate management benefits as a result of introduo-
tion of mechanized Supply Accounting procedurese. Prinoipal among
these were: accuracy of stook records; oapability for more effect-
ive production control; substantial reductions in reporting work= .
loads; controlled, effective and rapid requisitioning; acourate
mechanical computation of stock levels; and more systematic analy-
sis of supply activitye office space and office equipment savings
were also observed in each of the loocations whers machines had
replaced the former manual system ¢ o o local Wing Commanders md
their staffs generally reflected interest, enthusiasm, and the desiré

~to advanoce in the program as rapidly as possiblee. The development
of a healthy spirit of competition e e 1eading to rapid and suc-
cessful transition to the new systems was observed by the team.

(More specifically)

a. Mechanical computation of stock leveis ana re~order points,
in addition to the obvious advantages of speed, has yielded significant

improvements in accuracy e e e the average time required to perform
the necessary computations has been reduced by over 75%e

b. Requisitions are now prepared mechaniocally at the rate of
two (2) machine hours per 1,000 lide items vérsus forty (40) man=-
hours for the same workload when perfomed-ma.nually. Requisitions
are processed for all olasses daily, resulting in a more lovel dis-
tribution of workloade

ce A back-order listing is now furnished each unit on a regular
basis for review, assuring that requirements are current for elimin-
‘ating follow=-up aotion by eaoh_organization.

de Manhours required to acoomplish the inventory cyole have
been reduced to approximately one-third of that formerly requirede
Inventory Count Cerds are mechaniocally produced, showing location
of esch item and arranged in bin sequence.




: e. Excess item listings are preparsd by machine with corres-
ponding decks of cards. This has béen directly instrumental in a
reduction of personnel spaces. ‘ _

f. Maintenance of changes of stock lists at bases, prev-
jously unsatisfactory because of backlogs (sometimes as long as
four months), is now accomplished by machine listings and they
are current and accurate. .

‘go Supply data is complete, uniform and acourate when mecha-
nized, since unit price, status codes, type procurement (1P CP),
Cost Category, etc., are uniformly contained in the oardse

he Through the use of a deily transaction register, auto-
matically produced by machine processes, supply officers maintain
acouracy and production controle They estimate that 98% of the
errors previously made on stock record cards are now discovered
and corrected by this procedure. Above all records are current;
the average percentage of inventory error has been redussd from
2.4% to less than one percent. '

i. The system provides positive control of voucher numbers
by actual line item as an aid in tracing all vouchers throughout

the system.

je Stock Balance and Consumption Reports are mechanically
prepared « o o & deck of punched cards is forwarded to the depot
with the report. Workload has been substantially reduced at both
base and depote (Note: A MATS report, states machine listings
of SB&C reports has produced & 90% savings in manhours).

. ke "™On the Job Training® of & posting clerk can be accom-
plished in five days, ocompared to 90 days for the same level of
proficiency under the manual system. In addition, errors of a

trainee are quickly caught through the use of the daily trans-
action register.

l. Reduction in personnel and reduced space requirements
for mechanized supply records has provided more space to remain-
ing personnel and has resulted in over-all reduction in space
and office equipment requirementse.

me With substantially all the data required by IAM and
Expense Accounting, already available. in the stock. record balance
and supply transaction cards, IAM and Expense requirements are
met as a virtually costefree by-producte Substantial sevings in
persomnel will be realized as well as improved accuracy and
timeliness.




n. Inoreases in workloads can be absorbed by machine units
without edditional personnel requirements in either the machine -
facility or in Base Supply. The workload generated by the Federal
Catalog Program has been readily absorbed et mechanized bases; one
base absorbed a 33% inorease in supply activity, without any increase
in persomnel required for the smaller manual operatione

Oe At four bases where mechanization of supply has been com-
pleted, an average of 25 personnel spaces has been withdrawn from the
Base Supply strength allooation, while benefite previously enumerated

were realized, four additional spaces wers withdrawn. (Ref 265:Rpt).

The direot and substantial contribution of base mechanization to e unit's
combat effectiveness, to improved economy of operation and substantial monet=-
ary savings, is thoroughly dooumented and dramatically demonstrated by the
article and the report cited above. '

My experience in FEAF and my observation of several other commands is
that, almost without exception, whers commanders have made a one-half day
visit to & mechanized base they have become enthusiastic disciples and have
later insisted on some kind of mechanization for their own base. In several
instances, to gain priority for their base, commanders have voluntarily
surrendered menpower spaces in advance of receiving ‘the equipment for such
mechanization. (This move is going away out - but it happened at Langley AFB).
With mechanization of base supply alone averaging a saving of from 25-30
spaces per wing base, while producing tremendously improved supply informe
ation in a small fraction of the time required for a manual operationm, and
with positive indications of substantial savings and improved results in other
areas, neither the individual commander or the Air Foroe as an entity can
afford to bear the continued loss of manpower, meteriei, money, and combat
effectiveness inherent in manual procedures.
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is, at best doubtfule The need for logistiocal flexibility to insure the .

CHAPTER V

SUMMARY AND "RECOMMENDATI ONS

Summary

In the course of this paper we have considered the following
significant items which directly affect our military requirements and -
‘capabilities: - o

1. The gap between our combat potential and our logistioal capa~-
bility has jnoreased substantially as we have progressed into the jot-
nuclear - electronics age. The gap and the ultimate danger to our
national -survival is greater now than at any time before in our historye.
While our logistios speed lagged somewhat ‘behind the speed of our combet
potential in prior wars, it is significant that it was not materially
slower than the most potent enemy threat - the ground forcel It is
also significant that our principal materiel bases as well as the bulk
of our combat forces, enjoyed virtual immunity from destruction by the
enemy. Today Our most potent destructive force - and even more important-
our enemy'!s most destructive foroe, travels presently at the speed of
sound, and soon will travel at a far greater speed - perhaps the speed
of light. The enemy is capable of delivering explosive power one million
times greater, pound for pound, than the conventional explosives of WW 1I,
directly on our military and ‘jndustrial bases. Our logistios system,
meantime is still not capable of delivering any significant amount of
logistical support at speed appreciably greater than the average speed
of 3-1/2 MPH pf WW II, even if permitted to operate umnmolested by enemy

2. Sinoe, in accordance with our historical National Policy, we
will not strike the first blow, we risk the devastating effects of a sur-
prise nusclear attack which can destroy a significant part of our own
nuclear striking force. Even without the surprise element, our defensive
capability to save our air bases and military supplies from destruction

immediate effective utilization of all resources available to us is
immeasurably greater than ever before in our historye.

3. While our potential enemy is likewise faced with a requirement
for improved logistiocal flexibility, (defined by the former commander AMC
as "the oapability for supporting military forces at the same speed with
which they can be employed tactically or strategiocally"), his problem
is not nearly so great. His initial advantage of initiative and surprise
drastically .reduces the logistical requirement for the first attack,.
which in itself could be decisive. His traditional disregard for human
life and misery reduces his long range requirement for logistical flexi=-
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bilitye. The diotatorial control he now exercises and the tremendous
concentration of his natural resources on his military requirements gives

‘him a head start, and an inoreasing advantage in the race to attaln
logistioal flexibility.

4. Our slowness in attaining the degree of logistical flexi-
bility we require is attributable to many things, including: .

ae The relatively small percentage of our total national
resources we devote to meeting military requirements. While it is
recognized that to devote an exhorbitant amount of our resources to’
military preparedness on & continuing basis, could result in defeat of
two of our National Objectives, "Maintenance of our Way of Life" and
"Miaintenance of our Standard of Living," it is doubtful that We are even
close to this pointe. |

| b. Lack of appreciation, throughout the military establish-
ment, . that our logistics oapability is seriously deficient and could
lead to our dofeat.

" ce Failure of commanders to appreciate and discharge their
responsibilities in this area.

de The size and oomplexibility of the military establish-
ment, operating the largest single business in the nation, and deploy-
ed on a world-wide basis.

ee The sizeable and innumerable difficulties inherent in
converting from an Army parasite to an autonomous agency, while attempt-
ing to simultaneously develop, implements and utilize the tools re-
quired to control and manage an organization alternately subjected to
cut-backs, participation in brush-fire wars, expansion, “orash" programs,
and other retarding external actions.

5 Logistical deficiencies can be divided into two major segmenta.
The first, transportation, representing twenty percent of our supply
cyole time, has not been discussed in detail here since the provision
of sufficient high speed aircraft and air transport is the primary
responsibility of higher echelons and external agencies, rather than
field commanders. Provision of large numbers of high speed air trans-
port, vital as it is to logistical flexibility, is not enough in itself.
Transport effectiveness will be seriously diluted if we do not first
attain the second prerequisite to logistical flexibility == control and
management of our materiel resources. The time required for trans-
mitting and processing paperwork and processing the materiel itself,
presently consumes eighty porcent of the supply oyole =~ four times that
of transportation. It is in this segment, that commanders can make
direct, immsdiate and sustained contributions to our logistioal flexi-
bility and combat capability, even without one oont in additional
"appropriations.




6. The principal tools for attaining effective control and manage-
ment of Air Force resources, leading to logistical flexibility, are now
in existence and in various steps of implementation and utilizatione.
‘These consist primarily of: ’

a. An integrated accounting system, as the foundation of our
management effort and the primery mechanism to collect basic date
required as an aid in reaching command decisions.

be . Accounting for all Air Force assets, (including supplies
and equipment), on a monetary, as well as quantitive basis, thereby
providing & common yardstick to-express program objectives, to
measure progress, and highlight problem areas, present and future.

0. Mechanization of all volume transactions, (supply, equip-
ment, accounting, personnel, etc.,) to increass acouracy, complete-
ness, and timeliness of management data, while substantially re-
ducing critical manpower requirements, and by freeing commanders-
from the heavy burden of supervising manual collection, enabling them
to concentrate on utilizatiom of the data.

7. Considerable progress has been made in the past few years in the
application of the new management tools. The framework of.the integrated
acoounting system and of monetary accounting for inventories, has been with.
us for some time now in the Air Force and we know that it has produced a
reasonable order of magnitude experience data. Effective utilization of
this data has been made at HQ USAF, AMC, and at some major commands. In
general, we might say that utilization in field commands and among bases
and individual units has been gpotty, varying from excellent to almost
Zero useage. ' ‘

8 Effective utilization of the Air Force management tools toward
attaining effective control and management of our resources has been, md
will always be, primarily dependent on the personal leadership of the
commander. Both industrial and military experience prove comclusively
that maximum effectiveness in this endeavor is achieved only when the
commander personally understands and utilizes the +tools, and provides his
personal leadershipe While base end unit commsnders, having command
jurisdiction over activities which consume 85% of AF resources, and act-
ing as storekeepers of 20% of our supplies and custodians of virtually all
equipment in use, oan make substantial progress on their own initiative,
the priority, climate, and initiative required for full exploitation must
come from the Chief of Staff, USAF and his major commanderse.

Recommendations

In order to quickly, economically and effectively close the oritically
dangerous gap whioch now exists between our combat potential and our logis=-
tical capability to achieve and support that potential and to reduce the
threat of national survival represented by this gap, immediate, positive




actions are required. These actions include:

1. Initiation by HQ USAF, under the personal auspices of ‘the
Chief of Staff, USAF, of a dynamic program to:

as Require all senior Air Force commenders and staffs to
report on what aotion has been taken to reduce the serious logis=
tical deficiencies that have impact on their combat capabilities.

b. Re-indoctrinate senior Air Force commanders and staff
officers regarding their command responsibility for management of
Air Force resources, and provide them a working knowledge of the
management tools that are already availsble to them. Insure that
senior commanders provide positive, oontinued, personal leader-
ship in the control and mensgement of Air Force resources.

c¢e Provide for an extension of the HQ USAF educational and
management program to insure that personal leadership in this.
effort is provided by commanders at all echelons of the Air Force,

de Establish procedures to assist the commander to continu-
ally "exercise" management tools at all echelons. 'These procedures
to include prescribed or suggested recurring reports and analysis
and staff and command “executive®™ reviews or conferences.,

2o Initiation of reforms and modernization in existihg sﬁpply
procedures to include: '

e Initiation of a priority, Air Force-wide, program to
mechanize all volume supply transactions and to provide for simultan-
eous transmission and receiving of volume operational and logistical
data between military sotivitiese (This is in addition to the half-
hearted effort attained over the past few years). ‘AMC and selected
ma jor commands to be provided high speed computers to store and utilize
statistical datas Base level mechanization to be completed within a
definite time period.

be Modification of supply and inventory accounting pro-
cedures to provide for positive and comtinued identification of all
obsoletse, obsolescent, or sub-standard materiel, to eliminate over-
stating our capability for ma jor combat operations and Jeopardizing
our budgetary requirements,

Ce Modification of monetary inventory accounting procedures
to reflect the kind of information needed by commanders to make an
appropriate decision. . This modification may oonsist of an entirely
"new look™ at the number of accounts currently maintained by IAM, their
significance, value, and the purposes served by their maintensnce.

Any aspects of the accounting program which are not useable shouyld be
dis-regarded so that attention may be devoted to areas of greater congern.




d. Inoreasing base level stockage authorization for Category
IIT supply items to one year, except for the very fast moving items,
to eliminate exhorbitant costs of acquisition. Reducing reporting
frequency of this category to annually, pending over-all Air Force-
wide mechanization. -

e. Concentrating management effort of base commanders and
supply officers on the small areas having the large "“pay off",
nemely, the 10-20 sub=-property classes and the Category II items -
that represent the bulk of the base commander's monetary in-
vestmente. - '

f. TInitiation of & long range USAF level program to provide
e more comprehensive training and stability of assignment for
personnel in the supply field.

ge Modification and enforcement of procedures to provide
current, accurate, unit equipment records. Records to be establish=-
ed based on a wall-to-wall Air Foroe-wide physical inventory, which
will include provisions for jdentification of obsolete, obsolescent,
gnd sub-standard equipmente. Concurrently, base ocentral accounting
offices to assume responsibility for maintenance of unit Monetary
Equipment in Use records. ‘ ‘

3. Development of detailed plans for expénsion of mechanized pro=
cedures to other areas of volume transaction, to be implemented &s soon
as the supply phase is completed, to jnclude maintenance of aircraft,

‘yehicles and installations, personnel records, budget and accounting, and

such other areas as now demand & significant amount of manpower and
command supervisione ' ‘ ‘

Implementation of the above recommendations will oreate an aware-
ness on the part of our commenders of the serious consequences of the
existing deficiencies, an acceptance of their responsibilities and an
understanding of the tools available to discharge these responsibilities,
that will permeate through all echelons of the Air Forcee It will free ;
the commander from the endless and fruitless. role he now occupies as.
the principal collector of late, largely inaccurate, and seldom useable f
date and permit him to discharge his responsibility for managing the
resources entrusted to hime

Tt will lead to substantially improved computation or materiel
requirements. The resultant savings in item, acquisition, and ‘
possession costs will make substantial sums of money available for
essential research and development, procurement of ‘combat weapons and
systems, and improved operational training. It will substantially
increase our ability to react promptly to enemy actions and ensble us
to initiate, heretofore denied us, through increasing our lggistical
capability in support of our nuclear strike forces. It will measurably
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jncrease public confidence and support of Air Force operations
and oapabilities. It will enable us to attain and maintain a
military structure, through the years to ocome, oapable of

deterring war, or insuring victory if war comes, at a price the
United States is willing to pay and can afford to paye




HEADQUARTERS
UNITED STATES AIR FORCES IN EUROPE

APO 633, USAF
EMQA 27 April 19568
SUBJECT: UAL Dollar Value Inventory and Inventory Report (RCS USAFEx
865 (0T))
TO ¢+ DISTRIBUTION ™O"

1. Refersnces: AFR 150-8 and AFR 67-83; AFM 67-1; USAFE
Regulations 25-1 and 67-20; USAFE message EMQRB 38390, 30 Oct 54.

2. A review of the UAL Dollar Value Report (RCS AF-S97)(0T)),
which was prepared "as of" 30 September, 1957 reflected many questionable
areas in the equipping documents of USAFE orgenizations.

3¢ It has been determined that in order to amass information
relative to command requirements encompassing the unipplng field which
is scoeptable to Headquarters USAF and the Department of Dofenso,
additional UAL dollar value reports will be required,

4, Further, the purpose of the inventory and report as required
by this directive is to establish a policy and prescribe procedures for
determining and reporting the monetary inventory of UAL equipment
authorized, in-use, and required as a pre-requisite for monetary accounte
ing for UAL equipment. It will re-establish en initial inventory and
inventory report upon which future monetary accounting will be based. De-
tailed accounting and reportimg instructions have been under development
at this headquarters and will be, or have been disseminated. These
accounting and reporting instructions will provide for an effective date
of 1 July 1958, '

5¢ The required report will be prepared by each individual unit
that possesses a wvalid UAL, utilizing a looally reproduced form in the
format as indiocated in attachment #l. Reports will mot be comsolidated
but will be compiled for each UAL number by individual unit. Dollar
values will be determined by the extension of the unit cost times the
quantity authorized or in-use, as applicable. Attachment #1 will reflect
the following informations:

APPENDIX A




"HQ USAFE

EMQ

Subj: UAL Dollar Value Invontory and

Inventory Report (RCS USAFE~-S65(0T)).

be

UME Equipment.

(1) .
 the unit UAL, AF Form 601 be

(2)

(8)

(4)

(8)

Columh #l. The total dollar- value of all UME
authorized will be derived from the UME column of

Column #2. Authorized - Not Required will reflect

the dollar value of that equipment which is author-
ized but not required by the reporting unit im the
performance of the organizational mission. This
figure may be in variance with the figure im Col #1.

‘In this event, an itemized listing of Non-Required -

squipment - -oonsisting of stock number, nomenolaturo,
and unit ocost will be o:btaohod.

Colunn #3. - Required - Not Authorized. This figure
will reflect the dollar value of all equipment required
by an orgamization, but whero no authority exists.

Columm #4. - Total Roquiren_untt - self explanatory.

Colume #5. = In-Use - Thia figure will reflect the total-
dollar and DM value of equipment in-use. The DM value
will be computed from all equipment coded "D" on AF
Form 601 be A separate listing will be attached reflect-
ing, by line item, the wvalue of all equipment being
utilized from MARL stooks (Sesweed). This figure

should bo included in the. total of colum.n #5.

USE Equipment

(1)

(2)

()

(4)

Column #l. - The total dollar value of all USE author=-
ized will be derived from the USE column of the Unit

- UAL, AF Form 601 b,

Column #2.’ ~ The provision as stated in par 5a(2) above
will apply except that a separate listing will not be
required in the event there is a variance between

colums #l and #2.

Column #3. - The provisions stated in pa.r 5a(3) a.bove

. 'w1 11 applye.

Column #4, - USE total requirements - Self expla.natory..




(5) Column #5. - Total Use in -Use - The reporting procedures
are the same as for UME explained in the preceding par 5a
(5) above.

ce Equipment - Other.

| (1) Column #l. =~ Authorized Equipment - Othér - This figure
‘ will represent all types of equipment whioh is authorized
i the unit by T/A 1-21 and ECL's which is not reflected in . _
| . either the UME or USE column of the UAL, but where account- -
: ability is maintained om AF Form #1120, A large percentage :
of this figure will represent 17B hand tools which are com=
ponents of 10 series ECL Kits authorized by T/A 1-21 to
specific AFSC's. :

(2) Column #2. - Equipment - Other - Authorlzed Not Required -
Self-explanatory.

(3) Column.#ﬁ. - Required - Not Authorlzod - Self-explana-
tory.

(4) Column 4. - Total Requirements - Self-explanstory.

(6) Column #5. = Equipment - Other. In-Use = In addition

‘to the information contained in par 50(1) above, ‘it

 should be remembered that other items of equipment which
must be reported are those items as referenced in par
8g(1), (4), (9), and (11) of AFR 67-83. This report will
not include equipment felling under par 8g(2), (3), (5),
(6), (7), (8), and (10), AFR 67-83, even though it may be
sccounted for on AF Form 1120.

6« .The dollar velue of DM procured equipment ‘being utilized to ful=-
£ill a "UME," "USE," or "Other" requirement will be computed by using
the dollar value for the prime item of equipment as reflscted in the
pricing section of the USAF stock cataloge (Now Federal listing)

"7« Reports will inolude, in addition .to normally authorized and in~
use equipment, the value of all equipment authorized by a valid special
issues but will not include equipment "on loan™ to an organization.

8. 1In instances where an item cost is not reflected in the prioce
section of the USAF catalog, a reasonable estimate of the basic cost
will be indicated. This will also apply to non-listed and locally
manufectured items. :

5
%;
&
5




S« In cases of special activities that are being logistically
supported by a USAFE unit, a separate and distinoct special activity re-
port will be prepared and forwarded with the support base report.

10. After review by base equipping boards, subjeot reports will
be forwarded to the mext echelom of command by means of a cover letter
which will include a certificate, executed by the chairman of the applic-
able equipping review board, to the effect that all UAL's for which the
board i8 responsible, including special astivities supported, have been

- reported amd are included. Reports initiated by SCARWAF units will be
withdrawn from base reports and forwarded directly to the Commander,

7th Engineer Aviation Brigade, ATTN: Equipping Review Board, APO 57,
USAF.

1l. Major subordinate command equippiﬁg review boards will receive,
review, and validate base and/ or special activity reports to be forwarded
~ by cover letter to this headquarters.

12. 'Reports will be prepared im six copies with the following
distribution: - Copy #6 and #5 - Retained by the unit of origin.
- Copy #4 - Retained by the bass equipping review bd.
Copy #3 -~ Retained by the major subordinate command
» equipping review board.
Copy #2 and the original will be forwarded to this
headquarters, ATIN: EMQA.

13. The one~time dollar value report, as required by this directive,
will be prepared with an "as of" date of June 30. Subjeot report will be
mailed in sufficient time so as to insure arrival in -this headquarters on
or bsfore, but in no instance, later than 31. July 1958. Reports Comtrol
Symbol =~ RCS USAFE-S65(0T) is assigned this report.

BY ORDER OF THE COMMANDER IN CHIEF:

A e s

1 Incl - o LESTER W. LIGHT ,
Format UAL Dollar Brig Gen, USAF ;
Value Report - DCS/Materiel '

Tps Wiesbaden 22209
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