C. ¥, Silverstrand, Ohief of Plans and Folicies
rlanes analysis urdnch Requirements Division,
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DETERMIFATION OF PROCURELENT OLJECTIVE

IR, SILVZRSTRAND: ' ‘ -

think this will he the last time you will hawve to look at this big
ferring to an enlargement of Suznly Control Chart), which many of
you are getting pretty tired of by u“ﬁs tire,

48 a result of Colcnel Jrown's request of last week I have rearranged
ny notes t% is norning. I had rnot incliuded, or;p1n¢¢ly, & discucssion of the
KcCoy Bo ard Reportv or the Richards Comm 1ttee or the Jraper-Strauss Reports,

dmOJ tiat since there were so many of those reports protably you

T 2 11urqu references., s a2 mavter of fact, however, 1 am
very glad to talk about those ecause they are probably not too widely known
inasmuch as th\ were secret— I do not ‘believe any of ther were considered
toz secret, mut most of them were secret when renderad and 4did not hzve
wide d*SLrlqutlJn'} There arz just & few nors things we want to mention
gbout the Suptly Control Form before going into those studies.

The first ig in relation to the determinestion of issue demands for
overseas theaters. Thot hns to do with the 7kéo,er forecast of Reguisit—
ions Report, =nich wes issued last Hovember. The [irct report cowvered a
selecteu list of about 70C importent items, scheduled to reach the s
Department technical services on 15 January. Those reports are now in.

e

Tne second report, which will incluie a forecast of reguisitions for

42 thousand items, in case the thsate, has a forzcast of reguisitions for
il items, will be dus-iun on 15 Tebruary. That forecast of requisitions
will Drﬂ"Joe ioL the 700 importan ! hand in the th--
s th in the hands of troops and alsy in the theater depots. In

ion it Wlll provide a 'o”?cast of any qlentities the theater expects

isiticn for shipment from the Urnited States depots dmring the next

four cslendar cuarters, sterting on the first of Ah”i1

ct

s items,

b.J

For the items other than the 7
list an itewm cnly in the event that it
ment during one 3f those four juasrters. TFo
2 +
i < 53

4y sy e 2 " -
tneaters will list the

+t is hoped that that renort will provide 2 m

gans’ for retflecting
local conditions in the the rs and that ocur forecast of reguirements will
n-‘-

the use of replacement
, S0 thzt sitting hack here so far
sway from Machrihur in Japan when we set up our leng, comzlicated-looking
formulas wre¢ shall come oant with the richt answer, “ie have to assume bhat
the answer is rizht unless it is prored vwiréng, which is cometimes the case
In that connection, th: proof is usually shown aftsr the material has been
délivered by the ﬂan ufzcturer,

be mach more realistic +ﬂu“ our computation taroug
factors and other faciors of allowancss

LY
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. in
for both Line;

Chext ) S, issue deman
cts of ulJSﬁ : reg rements, Incidente
L report with & great dezl of hope,

Iteme Report, which furnished
varieous tueztars for avout 700 or 800 item
inded, The Thecter F“r(cast of chuvctJon:
t that qivas any r rees datz in the theate
th he old Cr t:cal Ttems Report so thet
It is besed upon the same in
igiti mne, which is

in the monusl that

As Jou
s € ement
'during the
Report will

montis i
S 3 =, - . ™ o o3 [ag
an oJulinzt: n 15 reguested,  Som

n" va to

could nut mee + the

n 2 confercnce would
lloqln" of productiocn,
“fully informes in
ting some of tho

beczuse, for exaomsle, inAuam; 2¢ that the
b4 nts wors sometimes as ruch an 2
- — [ N [ R IS . ;

ere for the entire Arny, which looked
conferences were nsld, '

~
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Those requirements in some casgs provcd to be reasonable. After all, the
Marines had certain commitments and certein long-ranie supply lines out in
the Pacific which required much heavier quantities of ammuntion per man
than we did. In soms other cascs they decided, after looking over our
forecast, that they could whittle doswn the requirements a little. There
was a lot of give znd take in the early dasys of th: war, In the last
couple of yeczrs the requirements submitted by the Navy have been, in gen—
erz2l, on 2 very sound basis. The only reason for the confercnces, as I
nentioned first, wes to arrive at some method of rationing production when
we could not get everytiing we nceded from procurement,

There have Dx\n a number of discussions and confcrcnces with Navy in
which some of their people hove tzlked with the Rezquirements people and
they, in turn, have talked with Navy. Those confercnces have resulted in
the exchange of many ideas on procurbgant. I think they have been very
voluable, The Nevy requircments people had a man who was in civil iife
an insurance actuary. I consider him to hz one of the most intelligent

o

men in the field of reguirsments tihst I have rum ascross anywhoire., I
think he has gone beck to an insurance compzany noww, but while he was here
he certainly wss s very wvaluable man, I picked up a lot of points from
hiinc ’

The Internztionzl Al regquirements were collected by the Intsrnational
Ald Divigion of A8F. Lend-lcase accredited countries submitted their
demands or their req ulremonts (originally based on annuzl veriods and
latir by quarters) to the Internsztional Aid Division. The International
~1id Divisiocn consolidated these reguirements and determined the total

enznd’ for Internaticnal Aid countrics. Thesc deﬂ-nds were then combined

witn Us S. Lrmy ond Navy demands to determire the totsl reguiremsnt,

quuests of tho .lend-lease accredited. trizs were in many coses
ssible Tor us to preoduce

screcned down., In very few instances wos !
1t random everytiing requested. Lend-leasc accredited countries were
asked to submit certnin reductions within genersl cotegoric f items:

for cx&nnl:, conbat vehlcles, & given country might finall;
to concantrate ite riguests.for combat wvehicles in one particuls
>es5inle, and zive up some other it:zms that would have impinged on
the D”Odh“tl“n 2f th. vparticuler items most desired. '

There were many agreemsnts worked out. iuch reduction iﬂ roquire—
ments also became necessury. There were some demands plaoced whichn were

bly 25 to 50 percent nigher than they actunlly wonted, TJbub requests
WoTs m&de for bargaining purposes. So thut wes sone thing thot hod to be
wiatched for cll the time. In generzl, though,I beiieve the Internaticnal
aid Division people all feel that the requests of the lend-lease aceredited
countrigs, after they bscame fzmilior with the scheme of handling things
cver here, became morc and more recsonablo,

2
.
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The British, I know, had some difficulty in finding 2 method for
computing requircments garly in the war and a2t one time it took them
about six months from the time they initistced the computation to com-
plete it. Under the old irmy Supply Prhgrum we flgured ahout cight
wecks to complete a computation. 'We fi:ally had that wi hittled down to
about four weeks under the Supply CGontrcl system. ;

The British, I mighi add, went into & much more claboratc s stem of
computing requirements than we did. They sent sut to-the various theaters
asking cach one of tho theater commenders to prapare estimates. They fur-
nished him with very detailod instructions and very long and compliczted
formulzas and compliceted work-sheots to figure oute One of their Require-

rments peopls, T camot recsll his nome now, in talking to the International
Divisicn people said, one rule thoey sometines recommanded was to compute
the requirements in the most intelligent menner possikle and then aid 50
percent. I think th:it. is possibly the tendency on the part of most
roquiremonts people when they feel they are respo siqlc for. supplying.

*S

The Internc
tabulstcd thon

services included reguircments on 2n znnual baeis iu ohe old Lrmy Supr
Frogrom,  Later, when Ouzply Control was developed, thoy schoduled ther
in accordance with instructions reccived from the ‘n*urn’t“ﬂnul J*V‘Siun.

aftor the International aid r.quir“ments had bson subultte4 it was
fregquently found that the demands of those countrics (just as the demands

of the U.S. irmy for thet mattor) varisd widely from the originz? forecast
of what they would newd.  So, when it really come down to spiitiing Jupplie
it tecame simply 2 matter of lorSpatruaLnR and ‘bicding for ths quantitie

prcduced,

Veny of you, I om surs, are familiar with the Munitions . allocations
Committes, Ground. They actually made all the basic decisions and sub-
mitted 21l oF the contested cases t4 the Muhtions Assignments Board., You
sec, the countries involved would give and takﬂ' thy U. S. army and the
U. 8. Navy would 2lsc give and teke. For instance, some piece of equinment
might the vrogran for Intoernctional Aid nurposcs which lzter on
we G ¢d. “4cll, then, we always worked out 2 deal whereby we
woul.d gat part of that producsticn provided we would give them a shar
something else they hod originalily thon it thoy woulld not want., So, in the
finz anzlyols,there was 2 lot of horse—trading. Inevitebly it was based

pon the mere dynamic nature of war. alwoys remcriber onc basic DOlnt

war is dynazmic and not static. You cannot forecast for all pessihilities.
Simply do the best job you con with nveilable data 2.d them continus to
revise your estimatése : .
One matter in connection with International JAfd thet caused gquite a
bit of difficulty at the tie it was being worked out was the procedure
ling tnerter trenst ver trons f~r° to the PFrench, the

crs——1thes
-

ather countri
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In Supply Control, quantitiec issued from United Stetes depots had to be .
charged to U. S. Army issucs. You could not break out quantities tc be
transferrcd overseas. For example, quantiti<s to be transferred to the
French were included in regular ETO U.S. Army reguisitions. The supplying
devot had no knowledge as to what the supplics requisitioned would be used
for whzn they rezched the theater, ‘e had to include in U.S. Army estin-
ates what the theater fransfers to the French, Brzezilians, or Chipese
would be.,

That proulem, of coirse, ended with the Eurcpean wdar; that is ths
lzrgest part of the problem ended =with the auropean “Jar because ws wiped
out the F*grv“ transfers from the U.S, Army issues, Of course, with the
ending of the Pacific Yar we wiped out the Chinzse,

The next important thing I mentioned last Fridsy, along with which we
had sbme discussion, was this line (indicating) on Stock Level., The Stock
Level represents Just the aguantity authorized to be on hand., It dees not

include the Reserve quantities at 212, Th: Stock Level ropresents an
oridnary inventory; the kind of inventory the average dspartment store
t?l ;5 to koeop on hend in order to opsrzte at a profit, shen you have a
5¢ 's markst the ave raé departmint store is lacky if it can keep any
h or piliow casss in stock &t @li, When the merket is saturated the
store must be prepar:zd to keep sogle sort of invesntory to mect sales which
t can iorccast “r;t 7 a long periocd of time. But the store

ma e <act time when they will mske a sale., They
will know, for eXamD7 that t ey mey scll a thousand dollars' worth of
pillow ceses in a Joar, but thcy will not know exactly when. The Arnmy
faced the same problem: we knew approximately ths number of items we

- thought we had to issue during the year, hut we could never b@ too sure as
to the exact tims we would have to issue tacm.

o

eV,
oL
-

(+ @©
n *

]

0

(3197

¢ Committee, The McCoy Board, and some of the other bozrds
»1k asout a little bit later, extsblished the maximum of
90 daﬁs of sugply to be kept on hand as an operating inventory. That was
implemented in ths flhd¢qgs of the Richards Committee znd later incorpore
ated in the licNarney directive, and by War Department Circular 206, 1944.
-That circular, having rcached the age of 18 months, has besn rcpubllshed
in very similar form as iar Department Gircular 368, 1945. That circular
gives ASF authority to have on hand three months of supply. In general,
the ASF implementation of that has been 2 basic sixty days of supplics,—
two months of expected issues on certain items, However, therc are items
that arce relatively small and that cannot be treated as individual items
s® readily as a tank for example—if you should find youself short of tanks
you could send to the factory and have them ship the tank direct to the
point where you waht it, just as was dons with a lot of heavy field-art-
illery amaunition durin_ the Battls of the 3Bulge,

f‘J

You cannot do that on small itoms, like socks, for instnnce. If you
fall intc that trap on too meny items you boz dovm on your whole requisit—
ion ¢"stem. "
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The computed rrocurerment reguirement was not adjusted for enything, Obv—
inusly, “there would dguaJU be minor fluctuations from month to monthe If
r g

3

ed to adjust production for every si

he uJLi; ulty una* +hv General talked about ¢n-the first d ay: we
st
o

a
o)
e fluctuation we would run
b
e, minor fluctuations. We

c“v“"‘ﬂnn as much s p0851ble.

'

avold changeing our production contracts for fluctuation:
to o €0- or 90-day stock level, e coulﬂ 9void man

oy permnitting fluctuations in compute:

the stock level., So, for that p

> kept at a constant fi

he computed procuremen

ary to take corrective ac

is
Y

vary somewher

-~ v‘(‘ﬁ f\" e

unt - tne dlff

4 F,

igure und

v o 0
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ot
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o]
ot
O
c
33
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<
O t;'":; "‘"")Mu\ tion peonls of what rc t'l/

bescd on fiem nds Obviously there was a lot

3 . .
pinion in those line rou can't aveid that. B
K r 2 on that basis you have tc

[

+

The Programmed Frocurement line represent
ducticn ooople of how nuch thoy theunt they
with the precursment obicctive. How in most
2% percent o the zases—they wonuld say5 ek
what you ask [lor, on an annual basis, There

- :7’ it -\ Lo Calk B e ,Ala “ Z,. \’J ou h_l_ 2C ~.‘11?-_-.
hut t;:;+' ie so close thatl,

<
srocurcient o
4 procurenent £t tod
rnrfm%ha‘duny

a, T
croducsd and
of tolicy

cure n+ was
whﬁt ”oul o
4 orders to
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In order to.reduce the clarical and reporting i
(indicating) have been combined. It was the T 1
detailed bock—up-data (some of which is contzinsd here) is not necessary
=t Staff laowel. It has seen Wdshyarated® so that we now get two items

on on¢ sheet. That does not mean we have removsd snough lines to cubt the
form in half, but it hos been rearrongsd by cubting out some of the blank
paces. By t clienges we have reduced the printing load by 50 percent,
also, by cu t 1 Govm the uunbcr nf principal items from 13CO to zbout

have cut gown further the clericsl

certain of these lines
in peccetime the

= thousand ot the present tisx
lozd inwclved in reporting th

so changed the cycls of computation 2nd reporting from
monthly to guarterly. We expect to report on a2 guarterly basis throug-
cut the period of transition from wartime to [ull pezcetime operation,
i «uYSanlﬂJ, think when the peacotime operation is in full force a
sumi~anaual computation will be svffieent, And, pessibly, later, con-
sideration masy be given to an annuzl computation.

This comput ticn 1s of grest valus in dstermining budget estirmates
of the mor: important items. The~e ig, I might «dd, & companicn report
to this qu4ht1t11c rcpc-d, in torms of dollar summaries by cotegories
cf iteme, Thot dollar quU“ry'r<yart is & report of the doller volume
of isczues, steock on hand, cuthorizcd stock level 2nd disposzl level,
and the dollsr volum: of expectc. p“ocurrﬁcnt during the following fiscal
or calendar yeors, i tho moncy is available to mike that procurcment,

Theose reports arce of value from & management point of visw, as
Colonel Daly points out. They try to spet orizs in which some trouble
may exist. It mny rogulire en ispectica similar to an I, G. inspection

-to find out whet i1g the motter with stock control 1f the category re-—

port indicztes thot,

So muck, then, for Supply Control

During thy period of the wor we, 28 well as = 1ot of other agen
in the Wer Jupnriment ~nl the Navy and throughsut the Gover nment, wore
surjected to one investigation o ter znother. On the whole, I think
tiwnse inv«st.~1u1)ﬁw were o very healthy thing., I assure jou they caused
'u§ © greot dualsof work at the time thoy wire going on. e grurkled a
lot. e had to spend so much time przparing our cases for those boards
in order to make oursslves look goed, thutl we frequently felt as if we
were neglocting more important work in trying to improve the ystc
under. whick we were then operaiin

}.J-

'—}k

~

£24

But, be thot as it may, L think thit, without & sinzle exce
very ic“*ﬂ‘" improvements were made in th- ¢ontrol of procuremen
foliowing creh ons of those invostigetisns., S0 that I reslly think
in Government, in typical democrzey, & check by one agsncy on znother
is 2 very nhoalthy and good thing, in

co:
(%

.
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tM"¢r=m¢plmmiaml
gent ncople, thoy can he detrimentol, becouss
ssolutely; unscund, portunuuald, in most
decision was brd wo were able eventuclly
to prove it and , whole situation corpected. AlL of this
wes donu without too much difficulty.

AL

AT ol Tan PR .2
dled by extromely inte

- 3 xS e o~ nm - PP I

degeisiens can be nadl
+
V)

Lin - s en cerle,
L chsas YI»

was made at

My 2wn ..r.;rlw
appoint.d the Department
cd by Kajor anwrﬁl MeCoy. He

I‘ ac o

on 2 Jul" 1043 and roguircd the roport to be made
'IL' 2 - i

\

The first review of

he Siroeticn of Generol
rrocurgmen+ Revias an
aopointed tu_f bo rd
mbe

bozyd hed te weork pretty fast on a

reviow both 48T zna

co.e up with some recommsndations.
4

>
t

of you the reading of that report. It
L
v
i
c

5! st interesting -nd the best tten reports I hrve ever
see resert is includel ip two volumes, which were published nt
the of the publiication of the lcNarney Dl;u tive, 1 January 1944.
°ro ries of the PcCoy Report, but I de not

t

some caoies of thot report

volumes tre, incidentally, contitled Mlevels of Suppl, 2nc
cedure,  witn ¢ 3 g i s: six appen—
first vclume volume
Jdogs not
prints the

iy,

Lo

cintrol -
nctadijv ‘Whth ths bosrd - ’ﬁht\u

HU)P“nQuLJn wes heing given to ts: s

the boara'ls rocommendntions 1n:¢uucu ams th

attemptin: to enumer ¢ 1l of thon hers; T oz2m not mvntlgn;ng aiy of
their recommondrntions in so far as they appdy to the aaF—— a re—study of
réserves, That wrs one of the first rocommendotions. That recommenda—
tion srovided the basis fou o

m <.
sls for the appointment -2 tihe Richords Committee,
which we will discuss late iwhi . t> the McNarney Dircctive,

The board alse ro centinuance of acvance pro-~
duction when advanceld thorized simply to keep a facility
in operatien. That was 2 rathe icky point »eczuse, theoretiezlly,
in those cascs where advince production wns nuthorized, it was authorized
te kien & freility in operstion because we would nesd it later znﬁ we
were not too sure of our reguiruments, e were always the first to z2dmit
that some of thu reguiraments were open to guestion.

10,
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But the nere cht that ocur computation of requirements indicatzd that we no
lengor no eded the’ production of this facility did not lgad us to feel we

could szfely permit the dismantling of a facility and the conssguent loss
of the lebor forcc when, in sur next computation (with a few aidditonal
factorg which were nct prewlﬂus-y available) we might show we nseded the
full output of that facility. The board, however, made rccommendations
that we ulSCﬁﬂtlﬂue advenced production merely to keep a facility in op-
gration, ! o

It alsc recommendsd that OV”TSS&S inventorics be taken., The difficulty
of keeping beoks in an overssns thecter was realigzed, but, at the same tiug,
it wes felt that such a job was very important in the control of suprlies
For ASF and AaF computations on this sidg, it was worthwhile to ask thezter
cemmonders to come in with certesin inventorics.

ded in the estublishment and the expansion of the Over-

Thot gr””tly ai
sense Supply Reporis, which were sopetimes called the Matorisl Status Re-
porte. Those reports, howsver, wers limitcd to some 800 or 300 items, so

3
~ 3

thot there wod never 2 ~€”11f hrond coveragse

The board ro "mnpndﬁd the scrzening of allowancess of the regular
& s

individual allowance tables as well ss the TO&E. orrd members rmade 2
trip to the New Yo Y Fort and waichad some of the dowughboys gp+t“'5 on
the trz ﬁ::3"+s hordly 2bls to climb the gangblenk they were so londed
anvme he boara decad d that, obviously, @ few items of supply were

ot Josvlu cly necessary.  So it recommernded a further scresning »f those

+*
~
allowance tal 1ot of woney waz save. by o fuortacr screening ani
<+

(k'\.' B ')?

sfter this report was submitted, Gencral karsnall sppointel a com—
mitteo to stuady, sp;cifically, th@ proslem of Reserves in our iar Du-—
oartment computztions. They named thut committe the “ar Depariment
Speciosl Committee for the Restu; f desarves., Thb report of that com—
mitteo, nleony with its c-nﬁnnts, i lso ontainel in thesc tws volumes
g partic

Tcited to yous Thie particuler commitiec's raeport is included in
Volume I, aw .-'xppvm-.ii:a F. Thut repcr* '_]s is eY't Anly well worth

re2 dng. It represcants & 1ot of hord work Ty o wvery cavable groap of
ren.  Genernl Lu~ﬁr.~, who 1s the bu et officer of the ar Departnent,
knows protably as much obout the of supoly snd procursment as
any one man in the Yar Depurtment. zatded the cormidttee very eapably
and came up Wit some very gool recommeniztions

the period of *7me we are using here this
zr 57 points rccommended by the commitice.
for exomple, several reccrmendations
ar Depa rqunt General Stoff in supplying

z s LJAF 2nd ASF to make nessidle 2 more intelli-
ach to th ccmputatjon'\I reguirenents,

< i ¥ )
Thc po ;t"'werc roren iﬁwn.
ne “Cti“itigs i
- <4
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Therc were scverzl rather interlocking racommendations which lei te
the estahlishment of the War Dup~rtm“nt Troop Deployment {troop bagis)

n gavs us the deployment by theatsrs—--—z forecast of the deployment
¢ trnesters,

o
(+ C

Those rocomse th“u ulsw led to the establishment of the Supnly
. T nt, which gives a lot
sther factors which
-jj, are woll worth
¢ semz time on tnuﬂ

Su:plcmopt 0 th, 2r Dep :
of informatisn 2s to th)ru vgolcymgnt pléns anl
Jffnut SUPPly e BOVh »f those locuments, I might

lonking over very carcfully. You couls spoﬁ: guit

Tae Ve M . , . weea o
Je nnve files of theszo “"uNCﬂtt e in oy oIfi

gractically.
accounting Reporting

Sull0 is 2 gdirect outgrovts »f the actinn of this c,.witt”e bzcause
before the report of the Richards wommlttca wers so nany differont
ronp bases, which ilﬁ Lﬁt *1, tf (at

lecast on the surfaece),. The
ice zerved to conrdinate =211 2f the
i:d, in thoe opinion of
TrJDD—b"" s plans are
; thn Joint Chiey

Rlch grdes Committoe n 42 cortain other rec
5 intornctionsl oid cnd the eallicetion ana
:bio“a; 2l repdirements data. ’

mmendatisng w th
3

o i
isscminstion of

It alsoe appronchsd thoe subjec gred the
ng and c:rcfully heenu DG Dre—

sursalves
lack =f

thoat

e Lpginecr u”f4

The kodiceal O icer
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