
30 JANUARY 1946 

CONTENTS 

Introduct ion--Br igadier General Donald Armstr~ug,: Commandant, 
The Army Industrial College 

Colonel P. W. Smith, Director, Procurement Division, ASF 

General Discusslon: 
Students 
Colonel Smith 
General ~t rora~ 

Page 

1 

2 

12 



14  " 

GENERAL ARMSTRONG: ' " " " ' " :  : :  ' - : .  ; , . ~  

Gentlemen, the speaker this morning Will discuss the question of geo- : - :  : ' ! 

graphical, commodity and functional organization in the business of pro . . . . .  ' ,  

c u r e ~ n t .  You have seen  how a l l  t h r e e  o f  t h o s e  c o n s i d e r a t i o n s  have an 
important influence, to a greater or less degree, in all the problems of .. 
t h e  v a r i o u s  t e c h n i c a l  s e r v i c e s  o f  t h e  Army ~ . d  Navy and in  the  o v e r - a l l  
problem of procurement as well. ' -  

T h e  speaker this morning, graduated from' the Military Academy in 1930 : " 

and from many other schools: The Ordnance School, Tech, and Harvard Unl- • . 
v e r s i t y  (the.. Graduate S c h o o l  o f  B u s i n e s s  Administra';; ion,  a t  Harvard) .  
He has crowded all that into a fewyears of active service. He has'also 
been engaged in  procurement  p u r c h a s i n g  in  the  European Theater  o f  Opera,- 
tions and is now in the ASF. Gentlemen, Colonel P. W. Smith. 
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COLONEL P. W. SMITH: • / " ' .  . . . .  ' ~ : .  " - . . .  

General Armstrong , gentlemen~ ~:~O~a~ toplC today is "War Department 

ii-.studied ~h~adi~Z:er:~ ~rgenizatlon :i~the office Of the-~undenrVsecar~t2yY of 
.War;~.in ~the .warDe~rtmel%t iGenerai. Staff, and'~, in the~h~@quarters divi - 

. i  ~ s i o n s :  Of~ A r m y  Si~r, y Z c e :  F 0 r c : e  s . a n d  ~ . A ~ y ~  A i r  F o r c e s  ..~,. ~ y ~ u i , h a v e  a l s o  s t u d i e d  
. nne organlzation~%nd ' functlons of headquarters . of the ~ technical services 
and subsidiary organizations in their general princiPles. - ~  

• • . . . . . . . . . . .  , : ~ . . .  - ~ : ~ " . ~ . ~  i ~ ' .  ~ " . .  " ~ ' -  . :  - - : '  

~t":.< .:~'i Teday;/-we ~come~o a" comparatlv.e study~ of- organization and functions 
-!at .the~'Op~ratin.g levei itse!f...~ .S ,~.o,~i!%hSs subject 'will form a basis for 
comm~tt'@e: study and evaluation, ,we are 'goimg~:into.:Some. detail' i am 

: . : g ~ i n g : ' t o ~ c o v e r ; I t  i n  f o u r  S , t e p s ' : i i l l  i: ~i~..:.~'~ . : ~ -  - • . . . .  ' ' ' " ' 

First,:~ i~Q~nt to g i v e  !you  . . . . . . . . . . . . . . . .  a little of the background of procurement 
organization at the operating levels, as we in Army Service Forces head- 
quarters saw it develop during the war. 

Second, I will break procurement operations into individual units, 
or "atoms." By looking at the parts of the Job which must be done, we 
can get a good idea of the problems involved in organizing those parts. 

Thir d, I am going to describe three general types of organization 
of these "atoms" of the procurement Job which evolved during our war 
experience. 

Fourth and last, I am going to explore briefly some possible future 
developments in" pr0curement organization. This is the subject in which, 
after all, we are most interested. All the background and study of 
procurement organization in the past is useful only as it bears on the 
problem of organization of procurement for the peacetime years to come, 
and for a possible future war. 

Now first , let us examine the background of the development of pro- 
curement organizations at the operating level during the war years. As 
you realize from your previous studies, the accelerated procurement 
program which preceded World War II found the Army with a number of 
different and rather independent procurement organizations. Procure- 
ment, in the main, was a function of eight of the arms or services--the 
Air Corps, the Ordnance Department, the Quartermaster, the Surgeon 
General, the Signal Corps, the Corps of Engineers, the Chemical Warfare 
Service, and the Coast Artillery Corps. Each of these groups had been 
operating its procurement system more or less independently in order to 
meet best its own particular problems. 

With the reorganization of the War Department for wartime supply, 
and with the unprecedented increase in the size of the procurement pro- 
gram, there was a need for tremendous increases in size of organization, 
for more decentralization, and for more standardization of operations. 
But, above all else, was the need to get materiel, fast. We were, there- 
fore, not so much concerned with organizatlon aS with getting the goods. 
We were willing to put up with inefficient organizations Just so long as 
the goods were delivered. 
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Gradually, as the war progressed, this situation Change&, A group. 
of prominent businessmen, in cooperateon wlth.headquarters staff officers, 
made +a ~etailed'"stu~yL"bf procurement?of f Sue-organization and procurement 
procedures and recommended a number Of 'changes. They recommended ellml- 
nating much paper work. They recommended some rather sweeping changes. 

in organization. +. ,': .. •. ' 

But we all recognlzed that sweeping changes in organlzation would be. 
likely to interfere temporarily with the flow. of s,uppliem. C6nsequently, ~ 
we determined to chan~, where we could by gradual evolution, except .:.+ i ~  
when organizatlonal+;dsfficultles w~re actually interfering. , wit h the. office,s 
performance of 'its mi'@sion~ .. In one~procUrement- servlce, Lde.!iverSes wer~ +. 
seriously behind requ±rements, andit took a major ~eor'ganizatlonl to .+~.I~,L~! " 
remedy the situation a~id tO .get procurement •back on schedu]~e~j ' Sgme~o-t~ " 
services, in order to improve their operations, made limite~j reorganiza -=~~'~ 
tions from time to time. Some procuring services, which+the bus i~.essmen"+~+.+'i 
survey indicated were inefficient, nevertheless continued to do eX~.elle.~n1~~ ''~- 
Jobs and were disturbe very +little., . ' 

++ . " . . ~  , • !'~ 

I want to give you"this background at the very" beginning of; ,+t,h'iB ~:~:~'<~G; 
lecture because I want you to knowthere is nothing sacred abBUt"the sta- 
tus quo of .the procurement organization as it developed during Norl~+~ar 
II. Since the procurement orga~Izatlon, even at the.!.end Of the i~w~, ~-wa~e~! ~I! . 
a compromise between efficiency and the pressing needs i of +the war. Itself, ...... 
our final picture c6rtai~y do•as not represent the .ult:fm~te In~.orga~izat~on" 
for procurement operations. ~/- ~ :+ .-+,+ ~ ~ ~ +.. ~... '. ..... ~; :" ~. 

The studY of procurement Lerganization, therefore.,, is a Wry,~fertile : '~: 
field for your investigation. " There iS a b~'g Job to .do. '"LIt~'~i'S..'~. ~ob ~. '% 
the armed 'forces will have to tackle, and Will have ~ to perfect, +~ So~.tha5 .ji+.+ ~'. ~V 
procurement will.be all ready to~_o in the~event of a+ f~ture war, :!t is~ + ++ 
a Job to do in advance, sol,hat.we won't agaln haveto pu~ up .~i~thiin~ +-. v+ +.~ 
efficiencies.den a ~ t  of the .~rgenoy of current procurement de~d~ ~.~: .~ " ~~ 

Before ~. start +re'6rganlzlng procurement operations, however, We~. ~''~ 
must have a+ very complete an~ careful understanding of. wht% ~hoSe~p~ ~.~'~''~'''" ~ 
curement operations are. That.leads+me t0~.the secondi par 0 m~j ~'~ +++,.r ~:.+.~ i ~ 
I will try, rather quickly, to breakdown ~into ~indiv/dua~ atoma~%h~e. --~ ~- ". i.= 
parts of .~ proouremento~ganiz ation.~ " "~ ..... , ' ~ ,~  . +'"~ + " ' ;  +~"+' i -~"" ' i~ i++"~S++~+ ' " "~ : -  

By + an+ atom of a procurem~n t+ organIza~on + i ime'an+ ~n+LlndTvfdua~+ °rOd+ .+:+: +'.+" 
all Rrou~ of people ata particulm~ plaC:e+~ 'for 5 Rarticul~ + co~odity, ii+ ++ ' 

s m  ~ - + -  _ . , . +  . . .  ~ - -  . . .  ++~+.+ ~ , ' /  . . . . . : : . + +  : ' o  + ' .  . . . <  : 

carrying out a partlcu~ar, proc+,ur+ement f~t!on .... >If ~.we;break .dow n .pr .++ u. 
curement operations Into +:at+omic bu,i1:dlng blocks +of .+:that":Bize-j++we+can +; .+: • 
see the problems of litton@ itnem together ints+'la~..~er.+.operati~ ' Unlts. 

You will notice that in describing one of+.these+ +~roc~remen+ atoms.L -.~ '+;., 
I have used three kinds o+ .classlfi~at~on~ + 'First, I ~spoke of work t.. ~ 
a particular p+~aoe,+ " in otherl words.~ We~"ha~e '& ~"pr~l~lem~of..~+~ ,+~ "+ 
organizatio n. We •have people ~ working +in'.W'a'shi~g~cn~,+~nd++. • ~ .+.+ wB+~-have. • . . pe~pJ.e.. -+:++~. . 

w o r k i n g  i n  R o c k  I s l a n d .  • ' -+ " . . . . . . . .  ' . . . .  " . i [  + . . '  ~ +~+; • 
'+  +: '+' " ++ " . . . .  : " ~  ' + " ; : + + !  +'+ +" • •  • • " ' +  . , + ~ :  : . ' l  • 

• • - " : i  • ' / ++.'. " : '  + + . ' . '  ++ +i ~ + ' ' -  ' + +  . + .  
• • • . > + . : + +  • , + . . j ~ - :  . 

' • " + ' ++  + ' " • - . +  , t ' - ~  " " 

• + ~ . ~ • :" 



The .nextclassification I spoke of ~ was..work on a partlcular!'.product. 
That it what we ~have come' to call c0mmodlt ~ orga~.!zat.lon..We ~a~6-~some 
people working on propellers and some people worklng on potato~.s .... ~. 

'°IV i Finally,' !:"spike"of functions..some: people work• on !nspectlo.n3 some 
oncon'trabt pl~clem@Pt; some • on contract" law, ana some on renego.tlatlbn. 

if We i~lne an ~ operating procurement, organization aa~ ia P.entagon 
Building full of people, we O0uld take a •huge imaginary:, kn. ire. and...sllce 
the..bulldlng into.lprocurement atoms. We could make h0riz.ont.al s..lices 
separating the different • floors and classifying the people..~.eo~aphlcall2. 
We couldmake vertical sllees, cutting the building' al0ng..the ~orrldor ~ 
lines, ~and separating the people that work .on various, class~s of cO~od-; 
Itles. ~ Finally, wemight make some pentagonal cuts separating.the in- 
dlvldual rings of the building and classifying the people b.y functlon, 
When we finished our carving, •each piece of the building that remained 
would be what I call a procurement atom---people working in a particular 
pla.ce,~ ~Qn a' particular product, ~.and performing a particular function. . 

Now let's take a little more professlonal view of each of these " ~ ~" 
class Iflc~t ions. . . .. " " " - 

First, ~eographical. GeoGraphical organlzatlon may be. necessary ~'0r 
a number of r.easons. We may have to put certain procurement bperations " 
near the Ir n&tural ~ar]~et~s. For- example, .some. of the. buying of eggs has 
to be. done in theregular Chicago egg market.• Sometimes geographica! 
organizati0n is :negessaryt0 place, a func.tlon.near the place a pro.duct 
is manufactured, For example, some items need very close englneering 
sup e'r.yisl0n fn the m~nufacturer's plant. Even more. generai funct~0ns, 
llkerenego~iatioh; must • be.conducted at a place c0nven.i~nt" tothe con- 
tractor...Another advantage In geographical decent~allzatlon is ~hat our 
eggs• are not ~ .~"In one basket. If one area fails...t0 de!.Iver t.he. goods 
becau.'6e 0f~poor:managemsnt , or-because an ~atomlo. bom b hits its headquar .- 
ters, other geogr~phlcal areas can. st ill operate independently. 

Now let's look at commodity organization.. ThSs .is ~the. easiest to 
understand .... . As a matter of fact, this type of organizational breakdown: 
was: ~h~.~.~im0st"hlgh.~iy rec0mmendedby our businessmen-e.xpe.rts, who, a~ I 
told yon,.:shrvey'ed~'procurement office organization durlngthe war i - It 
make~Lsense for experts on canned: tomatoes~.to., pro.cur e canned i~bmatoes,.i 
an d..£0r experts on electronics • to procure~ r~dar... As science advances~ 
the needs of the a%me@Torcee are~ beaoming..more and more .complicated. 
More and more there lsa need for epeclallzation by C0mmodity types. ~I 
th!nki"a Co~ddi~y-type :0rganlzation ~ls. so.~c~eap.: in itself, that I need 
not g* into a~. '~'. further explan~tl~n~ ;~:..-~...~_. ~- ~ " ' 

• Flnal~iy~"we""haVe " functIon&l: division ~f proc.urement operations, We 
have to make sure that all the functions are" discharged, whether the ~ob 
is done in geographical o~tflts, in commodity outflts, or in some over° 
all organization of functional specialists. Although functions can be 
broken down into greater and greater detall--so that there is really no 
llmlt to the llst, I should like to run over the main headings, based 
on our experlence during the coUrse.of the war. There are procurement, 
renegotlatlon, termination# and administrative or service functions. 
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~ . / . P ~ e m e n t  f .~U~c~ions : . : .~ncia~e : , t h e ; : . £ o & l o w i n ~  m a i n  h e a d i n g s  : , , :  . : . : , :  ; ~.. : . ;  .-~.~.-.;~ i .  ~,-- , : :  ~ ,, 

( a )  Bu~!ng ~. By %hat t mean negO~.i~ting:and: p tac i~@cont rac~s .  

" (b;) Production;. "This is the function:, of following :.up cQn.tra~t0rs' 
• " " " production after the .contract has been placed. :. ,. , .,.. • 

'(c)'i .Pr..o6ur.ement ser.vl.ce . The'so ar.e~ COrollary. services whZch must 
be available to carry o~the buying and. production Jobs. In ;. 
wartime they include handling of priorltiesand allocation .of. 

• materials. They-include services relating to labor~.reg@latlo~s ~ 
of the Government. They inclu&e engineerimg a~i sp~-ifloation : 
servlces; packaging. ~ervlces; services ~~elat~m~=~to .p.r..o.vidlng~ -/. 

" i ~facllltles, equipment, and.machlnery, .and so :on~q:.t.. ,: ' ..:.~::~:: 

(d) ~ Finally there i.s~'.t-he ;function of ins~ectlon of the materiel' 

' ~'~" ~tlatiOnfunctions involvean over-all review of each contrac-i. 
5or~!~~e~N~-ft~U~he '.c]'ose of each. •fiscal year .... ..Th@y. are not related... 
to Spe~c~f~~ ;contraCtS~ although renegotlatlon is ~ to;: some .extent. inter- .,i."i 
zelated ~ $!t~ problems of contrac-t placement, and pricing policles. 

COntract: termination functions involve : .. 

.x .. (a) . Contract settlement. By this I mean to include not only negotia- 

....... •~ ti:on-of"a termination agreement • after a contract has been terml- 
. ,- .< ..... ,,.. 

...... nated,:but also the negotiation of pretermination agreements un- 
der the technique developed to some extent. ~ust before the close 
of World War II. 

~•"~b) ~ ~:~.!ant ~clearance,. This includes the disposal of termination in-. 
-: :::i. ~L L. ~-. .i ~ Ventories:,. plant equlpment,'. and warehousing and .shipPing. .. 

"i~{nistrative and service. ~Unctions include..legal f.unctions; : ~p~.ice ... 
~nalysis and"accountlng fu~etions, including company pr.i-clng and pri~e :.,:. 
Ludexing, whlch of course are, in the main, wartime operations; and ter- 
aination:acco'~hting..Also •included among administrativ~ anti,service 
~unctibnS"are-. fisCal'.functi0ns of funds control; :fiscal accou~tlng~, audits, 
~nd payment •6~ invoices.: Flnally, there are, of course, a.numbe r of:ad,. 
mlnistrat ive ~ fuhct ions : which ~ must ..be discharged .- in.. any organ in.at ion, ' in- 
zludlng personnel, transportation, property accounting, military security, 
~ffice .se~vice;"control~. etc.'. " • .... . : . .~.: .. . ~ . _.~ .... 

Now, you can see, as :we gli~e ~..prOcurement operation@, into .geo: .. 
~raphica~ areas~, ~ ;in.to product, groups., an(~ into. functional d!v.lsl, onS, that 
• e come; out :with 'a .great: n~mber ~ of' :prosurement organlzat.ion atoms.~. If.. 
there is a: ~athem~t-iClan her.e Who ~ has,.made a atady of.: permuta,t.ions ,and .. . 
~omblnations, he could probably fl~re ".out f.ive-,b.llllo~ .ways .to com..b.ln..e.. L 
these: atoms. Of course many of them would not work.. In order to get 
~'uickiy it~o "some * general •view of .the .~..kin~.iof. an. orgenlzation that. would 
~ork, let;s~go-Lut6 the third par~ .Of mys~bJect-£or .today... l..want to< 
5utllne Tor ~you -t~e"'klnds 'Of ~ .organi.zation~ which have,been found bY 



experieh6e~•toJ~e ' ei~f~6%ive ~ ih :dlSchar~ing %he procurement mlssion.L They 
have evolved from many years of growth and experience and are the product 
of ~'he"' tTH1~ing o'f :a.: great ~"any 1~rilllant .lead~rs~ ~nd executi-.ves. Out of 
the evolution of our~p'fbe~rement structure up to the end of.World War II, 
there had a~peared t.hr. ee very effective types of organization for procure- 
ment:~d~:erat:~6ns. i ~ i ~'~u~-~ ".: ~.. ':. ~.-": .... ...:,. : . : 

• .The" first and ~:Implest. of- these types Is the.:smaller organization-- 
the one:Sma.ll0r~nlzatlon.that :has everything:in it. As..an example of 
thls 'type, I Wlli:desCribb~:the . Army Medlcal .Purchasing ;0fflce in New 
York, whlch has 'n6~ b~ecom~ a Combined purchasing office for .iboth the 
Army and Navy. Se~ond",:~here.is.the:geogr~phlcal type iof organization. 
This is Perhaps best represented by the Ordnance Department. It is an 
organlzatlonwhfch did a magnificent .Job ::in procuring, of~gm 12~ of. the 
material purchased by the War Department during the~entlr~ war. Third, 
I a m going to describe an organlzatlon which, in general, breaks down 
along comm0~l't~ l!n@s~-"tEe Quartermaster Corps. Although 9rocur Ing ..only 
about"one-half i~he.dollar:vdlume .of the 0rdnanceDepartment, :Qu~r.termaste~ 
was' the SecOnd•lar~eS.~ procuring servlce in -the. Army Service.Forces...Fur- 
thermore, Slnce"Quar~ermaster items are, in general, .much_.less ~xpensl.ve~. -i 
than Ordnance Items, Quartermaster faced a procurement problem which is 
more comparable to that of Ordnance than-the dollar~olmme~alene-:ml..ght in. 
.dilate. Quartermaster also did an excellent procurement Job, and did it 
lh: ~h~' :fa~~:' of: ~Cl~.llah ,~ competit 1on for consumer : items~ llhs.~-s~b~Istence 
and clothing, ............. :~..' .: :. ..... : ......... . ........ 

to that 'example~ ~f ith~isma ll .organl.z~tion, the 
outfit with nearly everything under one roof--the Arm~Med~al~•Purchas - 
in~ 0ffic•e ~ 

In 'Apri-1 'i9~5,~ the: Army •Medical .Purohasln~. office, iwas, divided on 
what...we might.call a combined functional and commodity basis. Separate 
branch'es W~re "o~anlZed" ~o glve Staff • service .'in 'thB~,fol'lo~ing :functions: 
F irs~i, i WdJu~ant ;' 'S~6on@,-: c iv ilian Personnet? ..third,.. L~gal ;..~ ~ourt.h, Report; 
and Recbrds,i which :l~cluded a Machlne, Records ~ranch, :a' Rep.arts Branch, 
~..and.~n Audit BrKnch; fifth,: Office Servl'ce;-.and~.si~h,-C.ontr.ol. ...... . ..... 

• : !:• I'•.•w~b~:to me~%tf~h Here that the. Army,MediCal P.urchaslng:Office.i • ..i•. ". 
.a.~.~aliy inclU~ed":md~ e 1~han procurement fun-et.lons~becaUse-lt also-did ..:. 
• sto6k"c0ntroi: Work, "::Th@.Rep0rts :and Record~:.Of, flce I .~ Just: referred to 
was to a large extent concerned with the stock., con.trol...system.. 

.~ . ~ 'N~w let ~:S %~J~e- a 10ok at :.th@.. operating o~'fl~es~:.. ~ There.was a Stock 
Con.'..troi: p!vis'i:0nl, ' in! Whi"ch w% baSe'no ~ interest. :in~ Our.~present:.study. 
Ther~ wa~ a Ma~erlel ~tandards ~ D%vIs'ion responsible for facillties, for 
sp~cifidatlbhs,"for.~, .,. .. .. .. .a. catalog , etc.. There was a ~Renegotlatlon Division. 
Therewere a numbel, ~ of- miscellaneous attached. Servlces •such as regional 
fiscal .offi~e, Red CrOss BlOod :Donor .Servlce,. 'Malarial Control, etc. 
Finally, tHere: was~'"a :P~c-hases ~' Dlv~slon-~ : ...,. ,i- ....:.. :- . 

So' 'f~,":#o~ n:dtice the 'o'fffce "ie set up~en~funotlonal lines; however 
when we get. into the Purchases Dlvlslon we find both functional and commo 
ity type organization, The functional Branches of the Purchase8 Dlwisle 

-6- 
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include@ ~Ice ~Analysl.s; Contractor Serv..ice, ".~h!ch we inArmy •Service" 
Forces usu~ll~y referred tQ as Procurem.ent ser~.~iOe; and Contract Termina- 
tion. In ,add.ltion~ to,these, howevBr, we fin~!'that the Purchases Divl ~' 
sion~was~bldlvided into buying branches which specialized bY comm0d- 
Lty~ ~ypes. Buying:Branch,#1 was responsible:for contracts on drugs, ~- 
chemicals, biologicals and blood plasm a. Branch ~2 was responsible for 
dental, optical, surgical, and veterinary equipment and supplies;-sur- 
gical~ dressings, arch supports, first aid kits, canvas ca se~, .and other -~. 
textile items. Branch #3 was responsible for hospltal and laboratory " 
equipment and supplies, X-ray equipment and supp!i~.a , fieldequipment, 
books and Journals,: depot upkeep items, and genereJ, schedule •items. - ~ 

" In Comparlson. with other services, the Medical Department was re- ' ~ ~ 
sponsible: for a relatively small amount of procureme;it.. Manufacturers "~ ~ 
with which the department dealt were all reasonably ~accessibl'e from the 
site. chosen in New York. -L For these two reasons/the Medical Pu~.chasing 
Office could nearly disregard geographical division of its 'operat ions i. 
and could,c0me to .close grips with • the problem of correlating functional" 
and c.ommodlt ~ operations. We mustnote, however, that It-'was necessary/!: ~ 
in actual practice, to establlsh a Chicago branch office, responsible to ? " 
New York, andl •that• It was necessary to maintain another llalson branch in 
the Surgeon General's Office in Washington. ~ Even in this fairly slmpli- 
fled case, you can see that procurement operations are get.tingt0 the ' 
~olnt where ge6graphy becomes a factor to reckon with. • • ' . " ~" ~": 

, C ~ . . 

My second example 0f a Procurement org.an~zatlon goes allthe, way ..: • ~._ 
to the•other end of thescale, The Or~dnance Department is the perfect ~ :~ 
example _of a geogra~hlcal type of ~procuremen~ office organizatioxi. ..... iii 

There •are 13 separate Ordnance procurement dlstricts,.~ coveri~, the ~ • 
entire United States. • ~.he ~ ~krict headquarters are located at ~uch ..... • ~ :' ~~'~ 
scattered points as Birmln~ham, Alabama; Boston, ' Massachusetts; Ohlcago, 
Illinois, and San Frlar~ciSco, Californla ,. In. addit~'0n~,: there are 7 ~: • 
Ordnance arsenals, whlch"carry on procurement for their own prodUction~ :' 
though this is more the nature of subcontracting ~han cont~racting;. As :~. ' 
we view the whole Ordnance procnrement problem, the backbone of-procure-. : 
ment organization is. fin .the 13 Procurement Dis.tricts. Each diStr'~ct i :..-: i 
duplicates the: operating organization'of •every. other district,.'by.func-. : '~ 
tions and by. commodities. For 'example, eV'ery district includes'a Legal. : :' 
Branch, a Fiscal Branch and a Price Adjustment Board. (A Price :~d'oust- ~. =" 
ment Board, as:y0~ prgbably know , is responsible for Carrying o~"~@hego -- '~ 
tiation. ) In commodity breakdown, a 'typfca I district also has .an::~mmuni-. .:~ 
~ i o n  B r a n c h ,  ~ ' A r t i l l e r y  Br~uch,  a S m a l l  Arms Braneh~  a Tankan~ ' : : '~Ubq~: / .  ~/":- 
mot ive  B r a n c h ,  a n d a  M i s c e l t a n e 0 u s  B r a n c h .  : . 

• : • . . . .  . . ~ .  • . . . ,  . • . . . .  ~ o !  

. Let. me explain r ight..nowthat when I say these operations are . ..: .... . .. .~: 
duplicated in each .procurement district, I ~o .no t necessa~.ily mean that.....~::'."::~ 
the same work is .being done.twic.e.. For .example,. the Price Adjustment, ~.~:.::-..:.. :. 
Board in one dlstrlct.works en"one llst of cbmpanies, and the:.Price A~.-.~-..:~.'~ 
Justment Board .in .another district:~ w,orks:~ on another list of: ' companies ~ "i.,:.-.~~ "~ 
Duplication of this kind is~ therefore, ~ot nec.es.sarily ine~ficle:~% ~ro:.~: :.-.:'::: 
.vided ~ some central staff controls, the... Job of assignment :so as .to. avoid .: 
duplication and ~O keep. the 6perat.i.,.c.~s of each district At iDO~ of 
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workload capacity. In the Ordnance Department, there is a staff in the 
Industrial Service Division whose function it is to assign procurement 
responsibility to the individual districts. For example, the staff 
Artillery Division of Ordnance Industrial Service may assign ~,000 gun 
carriages to the Chicago Ordnance District and 3,000 carriages to the 
Springfield Ordnance District. Each district must place contracts with 
one or more different m~nufacturerls..' ~ ~ • ~: . "~ .... ~ 

It has been the belief of some officers and consultants that ~thisl 
system does result irL inefficiencies In procurement which might be avoided 
if all gun carriage contracts were placed by one ozganlzation. A~alns't -' 
this, however, you must weigh the arguments In favor of geographlcal~. 
dispersal of procurement In wartime, the advantages of havlng .War De ~ ;:~ 
partment services, engineers, inspectors, etc., close to the contractor's 
plant, and other intangible advantages in the geographical system. 
There are good arguments on both sides of~this question. • ." " 

Wlth that brief over-all View of the Ordnance system of organization, 
let's examine the organizatlon of.a typical district, In many respects, 
it Is quite similar to the organization of the Medical Pr6curement 
Office---that Is, everything Is under one roof---and it has both ~ func- 
tional and comme~llty division of labor. - : 

The typical Ordnance District has branches organized for staff 
service of the following characteristics: Adjutant, Civilian Personnel, 
Legal, Office Service, and Control. There are some minor differences • 
in function between thls and the organization of the Army lMedical Pur- 
chasing Office, D~t they are mere matters of detail. Other operations 
of the Ordnance District are grouped under the Industrial Division, 
except for the Price Adjustment Board, which reports directly to the 
District Chief. Under the Industrial Division are a Production Service ~ 
BranCh, which includes what we called in the Medical Purchaslng Office, 
"Material Standards"; and commodity branches. • . 

Like the Army Medical Purchasing Office, the procuring branches~ '. ..... 
are divided among commodity lines; the typical d!vlslon is ammunition, 
artillery, small arms, tank and automotive, and miscellaneous. However, 
In the typical Ordnance District, various functions which Were InCluded: 
in a single branch in the Army Medical Purchasing 0fflce are duPlicated 
in each Commodity Branch. For example, instead of a slngle branch for ,~ 
Price Analysis, as Lu the Medical Department, we have a Price Analysls 
Section for the Ammunition Branch, another one for the Artlllery'Branch, 
another for the Small Arms Branch, etc. Similarly, we have individual • 
engineering, production, inspection and termination sections ̀• •under each • 
commodity branch. 

This is a minor difference and might well be settled, according t0~ 
the volume.of work whlch there is to be done, in any procurement Office 
by the Commanding Officer, To illustrate by using an extreme case, if 
all price analysis were done by one officer, he would have ~0 function 
for all' commodity branches and could not be assigned to a~y one. On 
the ether h~d, ~if ~r!ce analysls on ~mmunltl0n required the work of 
50 price analysts, they c0uld probably be most •effect!yely asslgned to 
the Ammunition Branch,"" ~ : " ~- :~ . . ~ • " . i 



.c:I think,: thls gives a pretty .clear picture of the geographical type 
of organization. It has a .great ms.uy things to commend it. On the 
other hand,:ilt probably means some. dupllcation of work by commodity 
types among districts and between (blstrlcts and the staff organization. 

..There is a/third t~e:"of.procurement organization which has suc- 
c e s s fully" 6pe r at e d .on ~ C ~mmod~t y i Ine s r at h~r .:than. an. ge ograph ic al one s. 
Our example of:that, is."the Quartermaster Corps. Although, by commod&ty . 
types, this is a somswhat m6re complicatedorganizati0n than .we might .+. " ; :~, " 
find in the:Signal Corps, for example, I have chosen Quartermaste~ .. to ' /: :: 
show that a'blg.procurement Job can be done on a.commodlty basis:..: + " .... + '. 

• " + + . .  . . .  , : ' . .  + + + 

er.oc eme t-+.operm ions in Q arterm ster have be+.n broken ao  .r.igh{ ' 

from the top -Into subs.~ence items, and other Items, su~~ist~nce:, i~e~s ;~, ~ -: 
are broken again into ~er~i'shabl..~. and non-perl.shable.. Oth@.'r. Items +are. 
broken into various classifications and assigned to indiVidUal depots, ' ..... ~:: 
Non-perlshable subsistence is assigned to three depots; perishable,sub G ~"-:'' 
slstence is assi~gned to one. of 33 :~t~.r.:m.,~ster.Mar~et: Centers. -.. + .; .. ; ' :+ 

• " . . .  " : " '  :'+:-+~'i ~ ' I ' ~ 7  ' ' : : : ~ ' :  ' ' ° ' '  : "  .. : . . . i :  '. ;"': :. 
I n s t e a d  o f .  h a v i r l g . t h e  P h i l a d e l p h i a  and J e r s e y  C i t y  Depots  .p roo~:~ ;  " ;~::. 

the same thlngs, :as Zth.ey would under the Ordnance type of organizatioli, ~:.:(':" 
these two depots specfalize by commodities. The Janu~ar~:l)~:'1:94~,:: e d.ltion 

. + l . r  + • • • . + . .  ~ .  : . .  of the. War Department publication,. +Purchased Items...~ud Purchasing..Lo.- 
cation, l~sted th9 following proour'emsnt items • Of the Philadelphia. " . :":., " 
Quartermaster Depot : "badges,+ bakers and cook s clothir~g; 5at.kro.~.~,s, ~...,i'7)' '; 
b ~ n k e { s , "  and so o n ,  t h r o u g h  .ha.ts; '"an~: h~mnal .s ) . . r+a incoats ,  and r i b b o h + ,  :+': 
and'on to underwear and zippers. In general, these i tems+'mlgh+t: :~++:+ • 
called 61othing • items ••rod were grouped i n - P h i l a d e l p h l a + e + G a u s e , + o f  th+ir 

. . . . . . . .  • " . . . . . .  " . . . .  • " : :  Z . : ,  " :  

general"type..At Jersey. City we find a list of what: we. might...cal! , 
housekeSping items,. ~dluding. b.a6s, paper.;' brooms; c~d~dles..;: .~o~.let ° "". %:! :' 
artlcies; sOa~s•;.•an&•• stationery. + : .• : •-:::••• ( + •• 7: . .  '::' ".;:. : +: ::.:{: •:'. •.•:'•:~i~::•:+•~:::~ .:• 

. Similarly, we  ind other  sig ents at other   ots- 
at   ttc equipment and forage in igaS'a : Ci. y, ' boot  'shoe : in 
a llst of equipage• ~:n Jeffersonv~lle., office equiPment 'in :WashSngt0H, ;~ C., 
and dog im.~nesses' and: other dog I sgu~p~ntr-ln Richmond, Virginia. """:"":: 

• " " " " ' ' • ' . ' . i  . . . .  ' " ; ' "  "+ /  * ; ~ ' :  . " "  " ~ " ' :  ~ ` . : ' +  : ; :  ' ' . ' ~  . . :  . 

" ++:T~ere is + some geographical distribution, of+ fun, c~i.bhs: .within .%his 
syst:e~m. + :The .P~iladel]~hia.. Quartermaster Depot for + cio+~q~qg + had++.~ .+su.~" 
of P+ide:++'on- the ,West Coast: :...The. non-perisl~able .subsistence depots were 
located at Chicago,::JerSey. C ity, and iOak.land, Cali!f~nia,+ :You.+...may have 
..noticed that assignments have beenmade.to areas ++where+ the +bulk of a cer- 
t& ' In  ~ind of( goods is produced. FOr example, boots,, sh~es, sad:~el~ted 
equf~ent', ;a~ai~ed to 'the Boston Quartermaster Dep0t,. are: pro&uce'd 'fn 
thegrea~.est q~tlit ~ in fact~.rles 'in'the Boston ~cea. Perhaps'"'the':- 
greatest degree 'of geographical di§persion is: found in the-perishable 
subsistence organization, which maiz~tai'ns 35 .market centers :fo.r, fresh 
and frozen produce at important crossroads throughput the .United..States, 
right..;lear the original sources of production. 

• . ' " '  + _ . : + , - . . . . . : ~ .  ~ , ' . 

. •A~  • ' ~ d : i ~ P ~ a l J . ~ l  'depot/, spec laliz ~ ill cer.tain commod+ities, includes 
most 6f.:'_the :functions we have @1~ou~sed:. . The. standard organization of 
a depot procurement division includes %he:followlng genera]: staff branches: 



. . . : . .  : :  .... ; 

~ .;~.. ~. . / . .  :. 

: " " '  " : }~ . i  

~ '  ; " . .  

"~ . : ,".. 

. ..-. 

Cost and Price Analysis, Government-fnrnished materials, Legal, and:,In- 
spection. (InB~ec%_ion-~=. ~I might.lsayi_pay~nthetlcally,. :is handled almost. 

. though inspectlon organlZations are:.i~i~de~ in local procurement,. 
operat ins " offices., i:they report 'through channels .back .~te ~ "a 'deD~y.. ~ir~-~ ':: ~,~, • 
tor for. '~inspectfon in the ~ocu~emer~.: Divls~on ;of.~he. Offlce ~ ~o~ "Thei:'~ ~~: ~.. "" 
Quartermaster General.i • Re~e!.g~i~t:$on.~ ,'a~SO~ "is "set-: up.more • or ieSsiLon~ ~: :~-;. 

. . . .  " ~ ' . ' ~ - , .  ~1  " : .  ; ' " :  - . . . . .  . ' :  , 

an over-~l f.unctiQnaZ basls~').. But. to:go.. on, ! want.~to.point 0ut...that~ :~ 
with these 6xbeptions,. the"~oper~tlng ::-brano~es i n  ~ Qua~termas~.~r~ ~ep.~t~.:~ ';~ 
are sQ~ewhAt' simila~ to. ~'6s@~j~ir~i ~_he }M~d:~cal"Procurement Off!iCe . 'There 
is. a Con~r~c% Te~mlnat ion' Br~Chl. and~.~ Procurement services Br.anoh, .. ::~. 
and there: are.s~e¢lallz~d-'cbmmodity buying branches ..fOr @abh particular 
type of commodlty. . :. .: .: '.; 'j . " .:. . ' . . • 

The Pr. oC....uFiemen~.. Serv.i~es; function Ss no t .di~ided.amonglthe qg~.~od~ ~' : 
i t y  s ~ t i o n s : ~ ~ . a s  ~ w e : f o r m a l '  : . i . t  ~ ' / the: O r ~ n a n c ~ D e p a r t m e n t ,  " b u t ' " l s  :..a .! c': :  . 
separate branc.h performir~g o ver-a~,, fa~ot'l6ns for: alL.. commodity branches, 
as we found It .in.the. Med'~'caiLPurchasing Office. . !;~ :.::~. L. 

So there you have three Success£ut typeso~B~ganizatiohV ',~cep, t :-~ 
for the small o~fioe,L÷.~th~at0ms of :the pr6curement:organlzati6nin ~r,. " 
time have'~e~d~d .to.,~e organized either along, geographical iines or....: .... -; 
along comm0~i~y !'~e_ s,.;. ~Fundt~i~al organizat ion i generally, fa~]'s, either:..: '.:". 
within .geograph:$cal,on:~commodlty " classif.icatlons, .ial, though ih&"~0me=...~. . :; 
instances ther.e:.~.ar~e~:.separate fUn~.t.ional organ.izat.i.o.~..+:i" ~T~e '6ommodlty-:.:. /.-~ 
type of organizat.ion .has :b6en, in geheral,most "hi~..hly recomnen~: byi~i . .. 
business exper~s'~ cohs~t~ted by the. War Department. H0wever, the geo- -.,-./~ : 
graphical~%ype of 0rgaui~atlon also has a great~deai to i commend i~.....i .:.~ 

- , :i" ..~.. : .~!" ; ~ ' ' ' '  " " ' " : "  ~ ~"  " " " / ' : : ' ~ ' "  ~ "  . i ' .  :.~ " '  ' ". i . . . .  , 

This ~.,i~a~y..: . . l e a d s  Lus into Point . n u m b e r  : ~ - . ~ : ~ t ~ e ; : l a s t  p 0 1 n t : " i n  i ~~  " : '  ' 
talk this mornlr~. ~ ..This,. you wfll recall, is a brief •discussion .of... ,.,,j:..,~.; 
possible future "devel0pments in the procurement organization.::" ~' ..:.. .... 

Althou81~..  five O £  o u r  ~ e c h n i O . ~ s e r v t c e s , "  a n d  . the  A r m y . ' A J x .  ~ F 0 ~ . . .  :[.: .'.... 
as well, are ~OW on. a smeq ~ -office.,..'.!evarythlngzUnder-.one.-rbof'~tSs£S,'~l 
we must look 'beyond. this. to the time wh.en we-mayagaln need a treme~adous 
expans ion .'in: the PrOcurement organizatlon. .~ i :~. • '. :~-~ :':~'/-~:~-L ' .; .i ~': : :.;. 

. . .  , . : :  ' . . . , . '  . .  . - ; ~ ( ~ j ~ . , : , ~ . ~ . ~ . ,  .~. . 

• " ;  ' " . .  . .  " ' : 5 ; , ' . '  " " . ~ ~ . . , .  : :  . 

We all sincerely hope that :there will neve~:~el.an~ther- .wkr"~ ' iGor- ..: ~: ~. 
nat ion will cooperate :with'-the ~ United Natlons i "0rg~iZ.ati'on~;tb"~'tf~i "~dl i.~:.~ .i 

have t h : ' s . . .  .Since We : prevent future war no assurance. ~'S y~t,-.,howev~r " 

' : "  " . ' i  ' ' ' • ---7.-7".. : :  : : . .  ~ " ~  - " 

/ ~  Headquarter.s~: -: . -  ~'~ . . .~.~.. .... ..... .. :.. . : ~  .... ..:~.~ 
" " ~" " '  . . .~ !  ' " ' : ' ~  ":" ' " ~ i. ; ;':~:i ";. ' ." : : '~ :  " " ' "  " ' 

Engineers -- Washington, D,.'C.: . .i . ~--~:Bostoh,"Ch£.cag~! .~.-": ..... 
CWS -.N~.York, .-New . :York:". " ..... ~ . ~Jef~ers~nvil!e,... .. ~ ..." :~.~:i: 
Signal Corps - "i~iladelDhis, :Pa~' "' "i'.i : ~.~':" ar~~ CaAifornial .: :::-;. :" "~ 
Transportation-" ~~cinna~ii, ..OhiO" :": : .... .. .... :~.: ..'~pots. " (jersey City 
Medical - ~ '-~"Nb~ ' Y 0 r k ' ,  New York . . . . . .  a n d .  P h i l a d e l p h £ a . ~ : . ~  '..::~ .i.. 
Air Forces - Wright Field ............. , . ! : a c t i V i t i [ e . s ~ a . w . b ~ i z ~ "  " :  
Ordnance -Regular ..!3.-:,Distri'ct~ ~ " ~ . .i, ;transf~ed ~o ~.Ne, w iyork) 

. ~ : . ~ : . - ~ , L . . ; -  ' . ' . ~ . . : . . . . . .  . . . ; / . . : : i , i  - ~ i . : : i . : /  - . . : b ~  i ,- .  ::..: : "  .... 
• ,:. ~:~.."::~: ; :,""" .... . :../, ~.'"" 

:.," ~.:.i. 'L' :":.~ ':::': :'" 

• . ; , . . ' . i  " :  . " ' " :  : " . . . . . .  
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.th~se~"~ttempts will hu~ce¢&~.~ we .must a s s u a g e ' . "  that ..,there m~ be, ..s,uother 
war.. In fact, in order to be'-.ready if or ,it', ~ ~we mus.t:..mlmos ~ oon~itlon 
our minds to. assume "~hat there wi~ .bel..L~noth~r ~W~.,: .:~e: ma~y ' not again 
have the overwhelm'inst. ~power,:"a~n~ i ~te.r. iai strength.whi~h ~permitted us 
to..be ineffi.clent-in~World~ar'll, when inefficiency could be traded for 
tlm~ ~r~.may ~ve" lees relative strength, and .we, m~.y 'h&v~:iless"1~ime; 
ConsEquently , we must have a procurement.: org~.~l~ati..on .~eadyat every fu- 
ture .da~o. • ~ .... .~.~ - " . . . . . ,  : ~ . . ~ " : .  ~ "  

YOu w ii a'oo itte   eess ion: s on,  LPe 'hape 
Suggest some pose ible $ir.eo.~ions "~n ~whish.:a. pr0c~ment organizat ion 
plan for a ,future; "wa~ ~~gh.t,.proCeed, : and ~rals~ some. debatable issues 
for~ur C6~si~erat~-L F.or. e-xample~: ~' :"' ' . . ....' .. 

i. ~Should there be a reassignment of responsibility among techni- 
cal services by commodity types? This .~il! obviously @ffect 
the. total volume of procurement of .each iservlce;. 'It iwil! also 

' affect the need for geographlcal..oygan~z~tlpn...~.~:For example, 
if autom~tlve •equipment were assigned to a procuring service 

,.:. ~ ~:~:: "which had noother respensibi.lities, the .service might, want. an 
.~ - ~'L..-: .a!i-~nder-on~roof office in.Detrolt. 0r~" i$ all. perishable 
• ~,.-.c' ; •:subsistence were• assigned to an organization that hadno, other 

resP0nsi.bilit~eSi,'what is now par.t of a Co~o@ity-typeorgani- 
.... ~.: izat~0n in Quarte~master. would.,become a:igeogTaphical"type......Pr0- 

:i curement assi~entL must be: tecoE~ized as"&i foundation stone:'in 
:~ ...~.. 'ithe procurement organlzationstr~cture:. " ~ " 

. • 2.~ .Wh t a~e the :im~l$.catlons. of'a consolidaZion of the %rmed.-ForCes? 
Prese~t~ plans ~call for a Director of Common Supply,-'~,'~in " 

..... .. addition, for specialized procurement organizations under Army, 
Navy, and Air Forces. All four agencies would be:.unde~~irec -..~ 
tlon of an Assistant Secretary for Procurement and Indus.trial . 
Mobilization. Should the .~rganization of the DiZectbr 6~ Ccm-~" 
mon Supply be .oh ge ographical or commodity line s ? ;: ~d "E.hould: L~... 

,~ Army, Nay2 an@ Air"Force ~ organlzatlons.be on geographib~! or !. .~ 
commOdit~ lines? .~ ;.:.:, . :  • ' ' ; • ~ . . . .  

" - ' " ~ " ~ "  • i .  " ' : : i - ' ~  • . . . . .  2 : /  ' " . . ! . ~ . . : ,  . ' . '  

.What po   b litles f o r  f u n c t i o n a l  o r g a n i z a t i o n  • , .  
• negot   1o , inePe ction, and oertai    educ io ..service e on , 

a n  o v e r - a l l  b a s i s ?  S o m e  o f  ~ h e s e . , q l ~ e r a ~ o n s . ,  i n  d e . p e n d e n t  o f  .. i .  

commodity, types~ "c~.~id :be" disch~ge&geographlca!ly .for all" 
~pr0curing services."' .Perhaps:thi~ would reduce the reasons.for". ..... 

..-~[ge0graph!cal O~anlzation of the other buying functions, which 
¢'ou]~d then be placed on a commodity basis. Now I realize that 
this is a bombshell in our traditional thinking: .However, "it ~. " . 
does have some precedent in the Q~ar~ermast~er ' s inspection and ~ .. 

renegotiation as we have: seth'.' .it, is ale0 a~-impor.tant ele~ment 
of Nav~ .Departmeh~organizati0n, which may" have to be integrated 
with 0"ur own-..~nd,"in practice, it might eliminate some dupll- 
c~te procuremer, t~atbms. For example, there would be only one 
Inspe~ction org~ izatlon in a factory , instead of Ordnance, Air 
Forces, and Navy inspectors, all responslble for different ship- 
ments from the same production line. , ,~ 

J 
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The subject grows more fascinating and more complicated as you go .In- 
to it. It can.easl!y get you into the realm of pure theory, especially 
if you're working on a nebulous, future war plan that you don't really be- 
lieve will ever-be used,, I hope that, wherever you are In the procurement 
organization, you never sllp into that frame of mind. No matter how small 
a part of the procurement organization you represents. I hope you will i 
have the vision to develop a practical plan that will $ork when the next 
war comes .... and I say "when" because regardless of your hopes, you cannot 
afford to think, "IF It comes." You must be ready%~'or a real war, not an 
imaginary one. " • ' " 

And no matter what your plan and what your. problem, I think you will 
fln d. it helpful If you remember thls.much Of my talk thi~ morning: 

. . . .  An operating procurement organization mu~t relate the ~. . 

• " geographical, commodity and functional responsibilities 
- : of the people who will do the work. Are there any ~ : 

. .  q~estions? :~ : - 

A STUDENT : , ,  : .  ' : ' ,  

I have one ~uestl.on, Colonel, in connection with your statement. ~. 

about thls matter of centralized control of procurement, ~ wlth which I 
am heartily sympathetic , based upon my last four years' experience. 

We have been discussing from time to time for the last several 
weeks the posslbilitle;s, inherent in the development of the atomic bomb. 
Now if you could poss.lbly centralize the proposed procurement Of all 
the armedforces ir~to.one headquarters(as It sounded In the general I pie- 
ture you gave-ln your :lecture Jus t now),, what protection would you have 
if onebomb were dropped on, say, Washington and wiped out that 0if ice? 
What steps.would you .take so that that organization would not be~head- 
less and unable to function? . . . .  

COLONEL. SMITE:- . :. • ~. :~ • 

Well, that comes down, to my mind., to this thing I pointed out as 
an advantage of a geographical organization; that is, each one of those , 
units can operate by itself, or practically so. Now. If you should cen- 
tralize them in order to eliminate any duplication--a smal.ler organiza- 
tion is probably more efficient--you must," of necessity, have sub.-offices 
mainly because of the geographical expanse you have to •cover. " 

• t . . 

In the light of the fact we have a weapon now which can :'wipe 'out a 
large area at One time, those sub-offlces must be a duplicate, in.minla~ 
ture, of your central office; or, at least there must be one acting.. 
duplicate organization. :::. 

. . ' . .... • 

A S T U D E N T :  . . . . .  . .  " . . . . .  . . .  . , ' .  

Then, you mean if the. over'all procurement Source were wiped out for 
a period of time, each one could function independently and a new 0rganiza 
tlon could be brought together to tie them into a" unified organization? 

- 12 - 
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, . ,. . . . .  . , , ' : ' : . : ; : ;  , ; 

C OLO~'EL ~~MITH: 

. .  , . . . . .  . . : - .  . ' : ~ .  

' ":: "' '-.:• i 

• .~T~'t~S ' -right. :If noW)In•time of peace, we could do a good jo~ .... 
sett'~g ~ up' a procurement o~ganlzation which could be rapl.~ly expanded in- 
to a wartime organ l.~a~.!on,/we •could, in time of war, ~put .In.to effect from 
your central offlce, thro~ja"your sub-offlces, that~ame t~pe of : .. 
organization. ~--.~. ..: 

A STUDENT~ ~ : .. .~: 

: We have heard several opinlonson the matter. ~f.:~Peclallzation of 
military "personnel .in procurement. What is yo~' opin.ion On that? 

c OLONEL"~MITH ' ": . . . .  • .~ .,%:•• . . . . . .  • 

A~ the Army :~ go%ring more scientific' all the~ time, • and as.science 
ls advanclng, we-,are ~.0tually forced into speclallzatlo.n. In procurement, 
we cover: a very wide field in many services I think ;we are' being, forced 
into specialization. " " 

A~y"more :q~.ee.ti.ons, gentlemen? 

A STUDENT: 

• ...... 

.. ,. •. .. 

#f /-Z ~ 
• } " .? .a • /" 

'I ~s'~ .l~terest.ed in what you had to say about the Ordnance organi- 
zatlor~.:~JA@ all..Qf you know, it is a.to.uchy subject, but this l~.:;af~ in- 
tellectual class and posslbly my comment"will 'hs.:.al~'. right. 

.. .... :~:.~.i.~.',: /. ~.., 

It seemed to me that, while the Ordnance organizatlon'was very • good 
and did some .good.~ork from the beginning, gettlng better as it went 
along, there was One fundamental weakness there, whiclf i ~ thlnk is?this: 

. First of all, the competitive spirit, as develo~e~;in the lJ Ordnance 
distrlct:s,c.was ..very .high. That worked out very well because they were 
'aii prett~y proua io~ their record in .~.e.tlng their product loh~s~chedules, 
in g~ttlng costs .down, tending to hQid~t.:h@:¢or~t.r:~9.~s .o~t of the high- 
cost dlstr icts and conCentrating, them ~'in thei~.,iOw:.-.in, iorder~to allevi ate~ 
manpower shortages, and so on. :". i.:,. :: .:.~:~:. /'i:i... i 

At the same time, however, this competitive whirlpool, so to speak, 
went so far as to brln~ about ~-,condition wherein tl~ere was little or no 
coordination or cooperation. I" w6ni%"s~y '! '!.n6",...: Ng.~: ! cross that off as 
an overstatement. But there was not enough coordination between the 
different districts• When the thing got all snarled.up, as it frequently 
did, it came up to the higher level: the Office, Chief of Ordnance. 

Frequently, people who were not close enough to tie situation were 
making decisions. I fully reallze tl~'at"suggestin@one.. . . service might 
perhaps be better than some other one is dangerous; rieVertheless, I am 
so though and_ long-necked that I'm going to .do-li~t an~vhow. It seems to 
me that the Quartermaster Corps, in which I do n0tt'~ink there is really 
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too much• organizational difference, gave the principal commodlty-p~ocure? 
ment responsibility to the district whose people had the principal in- 
terest in ~hatcommodity: Boston for shoes~ Ph$1adelphla, .clothing;and 
S O  O n .  " '  : 

You see, they were all very close to the actual problems and, if and 
when any reconciling was needed--and before, if you please, the thing 
became snarled up, they gave this decision. It seems to me that over- 
comes the one weakness I saw in the Ordnance Department. 

COLONEL SMITH: :." . • 

I shall answer that, and I will put it on a practical basis. I saw 
{t simply from a bystander's viewpoint. Though I was not a p~vt of the 
ordnance procurement organization, it certainly always seemed to me that 

• the Chief of Ordnance picked "eager beavers" for his districts. They, 
in turn, built up the competitive spirit. At times he "Just about bit the 
ears off of them, but he got his material. Yes,there was always the 
competitive spirit. For example, if Chicago were buying 3 Cincinnati knew 
it right quick because Chicago was scooping out from under him a lot of 
his facility procurement in subcontracts, and vice versa. Now~ what I 
mean to say is that there is that advantage in ge0graphical procurement. 
Theoretically, it is not so good, I grant you. -... 

I will not try to talk about Quartermaster comparlsons...Quartermas - 
ter, in Philadelphia 3 was buying clothing. We cannot compare hlmwith 
anybody else because he is the only one buying clothln~ in Quartermaster. 

ASTUDENT: 

Yes~ but. in. your Quartermaster Corps, you also had your 0QMG, who 
~ .can ride herd on Philadelphia, if theytended todrag along. 

COLONEL SMITH: : .. 

: I really don't know. •There is no single yardstick 

A STUDENT: 

• But-youaf other dlstricts, for instance Kansas City or Chicago, are 
• alsO buylngclothing. They are also handling all the other elements of 
supply, stOrag~ and .issue, and all the other elements of procurement. 

C OLONEL SMITH: 

.... They are not buying clothing, though. 

• A STUDENT: 
). 

Oh, y e s . . t h e y a r e ,  u n d e r  t h e  d i r e c t i o n  o f - -  
• . .  , 

COLONEL SMITH (interpOsing): . '  

Philadelphia? 

- 14 



ASTUDENT: . . . .  . : ' '  . ~ ,  . : . . -  
,. . . .  . . ,  . .  • 

Yes. YoU see, they are designated'-the s ame~condition with Kansas 
City and all the rest of them. What you have, then~ in this situation 
Is, it seems to me, a very good sto~y. You have Boston, who is top man 
on the totempole from the standpoint of shoes, and yet he is taking 
orders from, say; Jeffersonvil!e. 

That was the m a i n .  thing I saw. I, personally, think i~ was better 
than any of the other services in this respect. Now, I could almost con- 
versely say something very good about ~11 the other services because I 
saw them at work too. On this particular point, however, I think QMC 
certainly was tops. I am speaking for myself only when I say that. 

COLONEL SMITH: 

They had a gradual evolution and did agood Job; there 

about that. • 

is no doubt 

A STUDENT: 

As anexample of this competitive spirit we'll say, Birmingham, for 
instance, lost a certain commodity to GeneraiArmstrong's district in 
Chicago by virtue of not being able to meet the schedule, by virtue of 
high price, or for whatever reason. Allright. A lot of equipment--and 
spare equipment, if you please--would be released. And yet, they would 
release that stuff In Birmlnghamover our dead bodies, almost. That is 
the attitude@ They tended to hoard that stuff. 

C OLONEL SMITH: 

You do not need to qualify that. 

GENERAL ARW~TRONG: 

Now I should like to say a word about the geographical distribution 
because I think it is now of more importance than ever before. You may 
be interested to know that , as a matter of fact, districts.like Chicago, 
New York and others carried on decentralization. For example, the load 
in Chicago grew so great that it was absolutely impossible to handle it 
efficiently. Since it was all concentrated in the Chicago office, I set 
up sub-offices in Milwaukee, Peoria, South Ben~, Fort Wayne, St. Paul, 
Minneapolis, and various other places. Through those offices, which grew 
to be very large offices in themselves, we carried on a very successful 

decentralized operation. 

It seems to me, gentlemen, that in the Atomic Age, as Dr. Rosinski 
pointed out so clearly yesterday, the necessity for geographical distri- 
bution and dispersion is of such vital importance that the setup which 
we recommended before the atomic bomb--I was on a committee on the post- 
war organization of Ordnance, about two years ago, in which we recommende~ 
there be set up organizations similar to the Detroit Office in order to 
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• . . . 2 S " " '  , ~ . :  ' J "  . . G ~  .. , . ' " ~ - ~ .  ~ "  , ' f ' ~  . . . .  , .T v ~ '  ~ , : ' : '  ~ ' ~ " '  • :  ~ ' ~ : ~ "  ~ ~ 

• • '. ~'" ~'C. '~" ..T"k ~ • . ~ "" " ~ ~ ~ ;'. : ." , ,;. ," .,::~',','" ..~..-A. 

.: ~ecentrallze.--I say that, in tNe..Atom~c..~, ~Be naees'sity f~.r..,<tg~t is 
i ~eat"lY "Increased. W@.,~/s~'-.~.~h~:ii:~bo~.t ~h e "ffahger. ~l~ed in having 
:. ~ i  our  Governme~, t~ : ;69~r~ te~"~%. . : .~ f f~ /~_ ! f f~ . '  It see~'"to me ~the G~ern- 
~' ment itself~us'~ii:ultim~, ,tely.bo,~e~en~ized. . ~'5. ' :  i"." ~:c,~" 

..... ,::~ :-." i :c~.i6ae!...~Mi~:; . . I :w.ant:/~; ; h a n k  you on beha l f .  "6f:: t he  c l a s s  £ , r : ~  ~ 
" : -~: . ;Wxeei len~:"e2~. !y i~s oe the importance of. 10ok'Ing at this proble~'"from 
...'.~::; "th~:.)o.Int':.0f" v..~eW of geography, common, ties end functions, it ~s.~..~ery:~-:i-. 

~ llluminat:Ing to the class. We ',appreclate your being with u~'th[s, . " i .  ~:'i:: 
m .  : . . . .  • . . , . . . . .  • . . . : ~ , ~  

. ,~'.:~.~ • . %')" :i ' . ,~,~.-: ~- ~,:...: . " . .  ~,.: : ~.~':i~ 

Thank ya~ . ve ' r y  much. ..... " '. ":"i~ i / .  "%i; ':" "." "?:: jl..i:::.. 

. ~ • ~ - ' ~  " . '  . - . C . ~  • .  , ' . °  

, .  : ~ '  . . .  " ~ i : "  " 5 " - " ~ '  , .  ' . . ~  , '  ": ' : '  ~.~ ~ : " ' "  .. ~ 

j ' : "  , . ~ ¢ . . .  • . ~  : . ;  ~ . . :  . ~ "  . - . , , ,~ :. - .  

• . ]  . . . .  "~  ' . " 5 D  " "  ~ - ' i ~ ' ~  

~ ' . .  • . , .  .~ .~"  

" '  " - ~ C : ' "  " . . " : . : ~  ~ . ~ "  } 
'.. . . ' . . .  ~ - ~ ~ ' "  ~ . . "  

• " " " • ' ' " ~ ".:'" ' ~ ' "  . i  [3 
, . ~ . ' ~ / J  " " : : .  ~ , ,  " . . : ~ % . . ~  " : ; ~  . , t  

• L H 

(26 February 1946--200) 
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