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PROCUREMENT PROBLEMS IN BUSANDA

12 February 1946

GENERAL ARMSTRONC:

[ 4
CGentlenen, the next spealler today is a classmate of the distin-
cuished director of the Department of Instruction, Captain Uorthington.
I am going to ask to him to introduce his classmate to the In- ’
dustrisl College this morning.

CAPTAIN WORTHINGTON:

Captain Austin gradusted near the top of his class in 1924 from
the United States Naval Academy. He was regimental commander during
his graduation year there. He served a short time in the Navy after
graduation, and then returned to zivil life, where he practiced law as
patent attorney in Philadelphla. Returning to the Navy in the spring
of 1942, ne became officer in charge of the Generel Operations Section
of the Purchases Division, Bureau of Supplies and Accounts. e is
now the of ficer in charge of that division. He will speak to us on
the sub;ect of "Procurement Problems in the Bureauv of Supplies and
Accounts." Gentlemen, Captain Austin.

CAPTAIN AUSTIN:

General Armstrong Captain Worthington and gentlemen: It is quite
a pleasant experience to be introduced by a classmate whom I have not
seen since we graduated from the Naval Academy twenty years ago. As
I look over the audience I see others of my Naval Academy classmates.
I also see some representatives of the Supply Corps ‘which ties in

with another part of my past.

When I first received this subject from General Armstrong I mulled
over the problem of the conventional introductory anecdote. The mors
I thought the more disturbed I became, because I have besn unable to -
find an anecdote that is pertinent. That led me to the unwelcome conclu-
sion that what I had to say had no humor and that it was no joking matter.
So I come before you witbout the comventional intrcductory anecdote.
Yet I cannot believe that there is no humor in administration, because
I found plenty of humor as I went along. As a matter of fact, from
time to time I reminded all my officers that the one thing we had to
- preserve at all times in the strugpling mass which made up our division
. was a sense of humor. Incidentally, I want to keep within my time,
because I am aware of the very sensible old rule that no souls are saved
_after the first twenty minutes.




By way of preface. %o, my remarks on the svogect of procurement probe
lems in the Bureau of unplles and - Accounts, ,wquld like to express my
enthugiastic interest in your, efforts to gather up the experience gained
in vartime procurement while such éXperience is reasonably iresh in the
minds of the participants. Ve all had wany problems during the war which

uzzled us at the time and some of which still puzzle uc because our
solutions. vnder the pressure, of dire necessity could only be provisional
'solutions., Now-is the time to try to profit from those problems .and
possibly from- the solutlons 1mprovised under great pressure. In the*
preparation of “this paper . 1 have had & slight, feellnb -of :1olding & post-
mortern except that the subgect is émphatically not deady r The Bureau of
Supplies and Accouvnts has for some time been digesting its. wartlmp e'-_
perience in reacdjusting itself to peacetime organization,’ and one of our
great concerns is to preserve the vitality and accurmlated experience of
uhe ‘organization. through the peace years ahead. To further this objective.

prowram Yras etarted- over .£ix montie ago to ooturn reports “ecor01ng the
;var~experlence° oF coctaln of our officers hoout to ‘return toe. inactive
dwty .. Thesé reporte have “been of consiaeraole vglue 1n aevcloplnu tne
: subject as 1~neu e LOO&J 'j_‘ AN EEE ‘ x,,,,..

X Ly
o quApeacemlne root or our Eroolems--l wohld llke ROV to turn our
attention mére: uOOCllLC&lly to our subject., “Ooux proéurement prooloms to
a considerable extent. vere roote& lﬁ the, lonu-e°taolisneq system 0¢‘peace-
time buying with aich you ‘are &1l familiar. You ¥ill xecell ithat” peace-
time buying wves based on hirhly Tormal 01dding vhlon ‘allowed practlcally
no discretion. This proceduvre, of course, was so mechanical Fhat it can

5. be called buyins, only in the sense of an analogy. Under peecetlme buying
" .procedures’,” milatexy "ourchabmL> of{icers were forced t& achieve aellverJ

< of materiaI ‘of “the. proper” duallts At the. time and place rocu1reﬂ despite
- mazeiof Tepiskative .and procedurQl restr;ctionu athich -gseverely limited
taelr oXercife i Judamanﬁ* PHe preaom,ma’oin0 objeéetive -wac the obtaining
of bide from as: many uppliers as~90381b1e with avard to_the lowest bidder
in strict compliance rith the lair Under these controls, buyl

‘i readily adapted to ctandardized and mechadloal DTOCGJSE and vias ade-

=u-quatelv Heridled by .a suell staff skilled in these clerloal proaeSSo<

Special kﬁUhleuJe anoﬁ periénCe'vere not esgential because the systen
tgell provided by lawv the "etandards on which an avard wag based. It

vas required that awards be made to the lowe t bidder of leiing materials

-+ in accordance witl: specificationy, and a premiuvm could not e paid for
¢muter1als vhich exceeded speciflcatlon s even thouzh suvch. an &vard would
result 1n a better 5nrchase

The'performunce of the purely mechanical stepc required by the stat-
utory provisions governing formal bidding obviously could not train per-
somel for buying by negotiation, and vhen it became apparent that buying -
by negotiation vwes egsgential to the war effort, there was no trained buying
pergsonnel and no organizational exXperience to draw on. The developing and
building of a puwrchasing orgenization from a peacetime strengih of less
than 100 to 1,000 regquired pioneering and adninistrative adventuring
which is more suiteble to peacetines than wartimes.
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After the declaration of the National Emergénoy by the President
in September of 1959, it soon became clear that procurement would have
"to be geered for war and that the peacetime methods of formalized.
bidding were hopslessly unsuited for war conditions. This was our first
big problem. The first step in changing the form of procurement wes
taken in 1940 when Congress enacted Public Law 671 of 28 June 1940 which
among other things modified the advertising-competitive-vid-requirement,
and conferred authority to "negotiate" in a limited field of purchases. .
The Act provided that negotiation should be resorted to when the peace-
time method proved a detriment to the interest of the Goverrment. The
purpose was to broaden and supnlement but not to displace, the con-
ventional method. The procedural machinery for purchasing in the Bureau
of Supplies and Accounts, being set up for methodical sealsd bidding
processes, was not suited to individually negotiated degls. This
negotiating authority with its attendant changes was augmented and ex-
panded by further enactments.

Next, came the all- 1mnortant-—;o & discuseion of purchasing--
First War Powers Act of December 1941 as implemented by Bxecutive Order <
9001 which revolutionized Navy purchasing for the duration of the war.
Into purchasing vernacular came a host of new terms--ILetters of Intent,
Advance Payments, Priorities, Cost-plus-a-fixed-fee contracts, Farming
Out, Commendeering, and others. Fach represented a new activity and
hence new problems calling for drastic changes in organization and methods.

Then followed Directive No. 2 of 3 March 1942 from the War Produc-
tion Board which made negotiation the general rule and outlined the
bagic policies to govern negotiated buying. Where before, a choice of
negotiation or competitive hidding was authorized, negotlation was now
required for all Navy purchasing. The directive set forth the definite
wartime basis for the awarding of contracts: first, that dellvery mst
be within the time required by the war program; secondly, that the
widest use of smaller facilities be made in order to conserve the larger
facilitiss for the more difficult contracts; and finally, that the
least amount of additionsl machinery and equipment be required for the
performance of the contract.

The Directive, as amended 10 October 1942, laid emphasis on labor.
supply and directed that contracts unot be placed in labor shortage
areas. Through the War Manpower Commission the labor areas of the
country were classified into four grades depending-on the congestion:
of industry in the area. All things being equal, it was required that
contracts be placed in the least congested area, unless the goods could
. not be obtained elsewhere. During the latter half of 1943 the West
- Coest labor Shortage became go critical that govermmental procurement
. agencies were instructed to awara no contracts whatsoever to manu-
facturers in that area.

Now it has been said that coming events cast their shadows before
them. There is ground for the suggestion that wartime procurement was
foreshadowed in 1940 with the first commandeering Act which was ampli-
fied by a second Act in 1941, In commandeering, the basic idea was to
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get the goods instantly and pay fair and Qust com@ensaﬁion therefor.
This was plain negotiation of & fair’ and'reasqnable‘price which was to
become. the ‘wartime- buying ‘techniqus <t In this ‘activity there. was also
coordlnation with the Army to avoid’ conflict between the services in
the mad.rush for materiels.. Thus: while the Purchase Division was
gearing up, proéuremeﬁt was, oeing directea to scraping up 21Y p0531b1e
‘'war materdials by the Judicious use of ‘the' cemmandeering power. It was
frequently useful to bring an attitude of réasonableness to a recal-

”',1 citrant supplier without eetuel exerclse of the power.

) 'w1th the peacetime methods of competitive bidding 1nadequate and

. Yolume: of ‘awards 1ncreasing tremendously, it was imperative that
the operational machinery and orcanization of the Purchese Divigion be
streamlined ang’ changed to carry the responeibilities of" d;eoretion,
develOpmental Wwork of had to'be done undér.the most. t¥ying conditions.
The Qrk;ofthe ‘Division had to go.on- contemporeneously with the planning.
“the newly recruited workers had no experience. .It was like. buildino a .
house with untreined bu*lders with the family llVlng on- the ground

" speed‘and~volume now impoeea on ity May I emphasize that this necessary

,‘_NQW‘I Wbuld like to emphaeize ‘that our be81c problem which was

'“'never lost-eight of 'wes getting the materisls fast, and all othHer
. ‘problems.and ‘their “solutions were subordinate. The ma{ﬁatude of this
": problem'steggere the imaginatlon. I would like to read you 'a fow ‘Tigures.*

. A,wartime#purchasing ore enization takes form»-Out of 41t of this

" tremendous change and attendant..confusion ceme.a bagic principle for
guiding the development of the new ver organization out of -its emi-
bryonie .chaos ‘toward the efficient ‘discharge of its responSLbllinles.
The basic idea which evolved ag the’ eorneretone of the new- organlzetionwl
enviseged the recruitment of. experienced and capeble buyer snecialists

;'from industry who would bs- eunnorte& by a highly organized operational
\fjdivxsion to ‘carry the burden of - administration and routine operations.

‘In’the practical development of ‘this'bagic idea, the management within
the struggllng new division focuged its attention on three main ob-
jectives: (1) to improve the: quality of nenotiated purchasing in
accordance with the newly established policies, (2) +to reduce the time
for completing a procurement, and (3) to improve the quality of the
purchage document. The firgt problem was the immediate recruitment
of hignly capable commodity buyers experienced in specialized Lields

* The totel number of contracts a:c:ded by the Navy Department, Marine
Caorps and Coast Guard during the fiscal years of 1942, 1943 and 194k . .~
was 103,351, representing $49,4%30,939,165. OFf this total, 75,515 con-’
tracts, representing $14,819,369,520, were awarded by the Bureau of
Supplies and Accounts, In addition there was the fiald which was part

of the Bureau's responsibility. The Bureaun gsent to the field during the
first year of the war two-thirds of the requisitions received and. these
are not included in the figures given above. But of this more iater.



And the next problem was the development of an orgenization which would
coordinate the specialist buyers and handle all operational matters to
the fullegt extent possible.. Thus, the solution of the problem of
negotiated buying. led. to 8 problem of recruitment of buyers and a
problem of organizational development, which in turn developed other -
problems. Owr administrative evolut,on was Just a series of problems B
and hastily improvised solutions witgout interruption of’ the day 8 work.

Flrst in regard to the recruitment ‘problem. In its great need
for the services of specialists of wide experience in commercial fields
the Supply Corps went into.commercial business circles and carefully
recruited the purchasing agents and executives who by background and
ability were ably fitted to do this involved and voluminous purchasing
job for the Navy. The importence of the Job called for the best
business brains of the purchasing field, and so recruiting was done
from top-flight positions in industry. Men were recruited whose
salaries, in the main, were written in five fipgures, and commissioned
as Supply Officers at the rank of lieutenants (Jg), lisutenants, -and
lieutenant commanders. .

The typical specialist buyer camissioned in the Supply Corps was
35 to 40 years old, and he had had an average of 20 years' business
experience. Generally he had drastically curtalled his own perscnal
income and standard of living to serve in the Navy, and in most cases
he was speclfically selected for the billet rether than seeking it of -
his own accord. He was widely and fayorably--in many ceses prominently--
known in the field of the commodity he was assigned to buy for the Navy,
and therefore had contacts with and the confidence of the manufacturers.
Through his personal business acquaintances as a civilian, he formed a
natural end direct, though unofficial, channel for expeditious liaison
with the paralleling commodity experts {likewige brought in from
civilian life) within WPB, OEW, OPA and other govermnmental coordinating
agencies. In short he was well equipped by ability and vackground to
meet the demands of the Navy's wartime procurement task. In many in-
stances these buyers were beyond the draft and were pure volunteers.

Before discussing examples showing the work of the specialist
buyers in specific commodity fields, it is perhaps desirable to out-
line vriefly for you the orgenization of the division in its wartime
; dress and after its shake-down period. It must be remembered that it
- was the operational support that enabled the buyers' specialized ex-
perience -to be fully focused on buying problems. There was a clear-

- cut distinction made between buying and the paper processing incident

© to the completion of a procurement. The buying was done in the
Commodity Purchase Branch; the paper processing by the Office Operations
Branch.

The personnel of the Commodity Purchase Branch was largely efficers,
- the specialist buyers. The organizational setting or support for these

. buying specialists meking up the Commodity Purchase Branch was the
Office Operations Branch, which included most of the personnel .

except the buyers and was given the responsibility for the paper
procesaing, the drafting of the contracts and all possible ope - R
erational matters incident to the procurement.. ‘The organization and.
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operation of the. Office Operations Branch s particularly interesting as
an application 10 the task:of purchasing of modern mass-production’
technique and functionalizaticn. As epecialization was developed-in”
the various buying fields, so: too specialization vas developed in the
task of relieving buyers of all admifiistrative and detalled paper work
attendant to contracting and procurement. ‘In addition to the respongi-
Bility for paper processing, this Branch also planned the :coordination
of all sections of the division and worked constantly toward the simplio
fication of procedures to. reduce the time necessary to complete '
proburements. : Do e W

R TP Y S
A

The organization of the Operations Branch brings out another
guiding’ Qrinciple which helped control thée work of the divistom.: R
sponsibilities -and authorities of ‘the major section heads ‘werse. generally
delineated according to three stages of the buying operation-~precon-"
tracting, ‘contracting, and poet-contracting By this devicey: juriedic-
tional d@ifficulties end conflicts were virtually eliminated which per-
mitted full delegation of authority to the major section heads. There
remained, of course, the occasional problem of.clashing. personalities
resulting from:a disinclination:or inability of some - 4individuals to_
keep’ their eyes ‘in the boat even when the boat is. clearly defined

Operational problems--This would seem an appropriatebplace to re-
fer to a“delicate, .but. rather fundamentel, problem in a. large: organiza-
tion;: namely, the. disciplinary enforcement of prodnction atandards of ©
time‘and volqme. In.g large division highly organized alpng streamlined

thevperformance of functions Consequently, when certain operating .
figures are prcduced by one settion to the discredit .of -othey gections,
therd fs'a pronounced :bendency for discredited. sections to attack the
accuracy of the\data -presented by anonymous personnel in another séc-
tion. This causeg bad feeling which may result in open hostility

<between sections.

A number of attempts vwere made to establish a central control:: -
section having the confidence of the division in.order that:it in turn '
might be used.to. establish and ‘enforce standards of production. "This -
operational problem seriously threatened the unity and working: harmony
in the division agein and again. TLe problem was finally solved by the
development and estublishment of the organizational philosophy that the
booklkeeping responsibility should be placed entirsly with the &dminis-
trative responsibility of the sections with summarized reports to the
‘information control center and executive head. In this way operating
sections were held accountable on their own records for their perform-
anca . If these records were questionable, they were examined through
the administrative officer responsible. Such an arrangement .gave cone
siderable moral strength to the establishment and maintenance of op-
erating standarde because officers were held accountable for the dis-
charge of their own responsibilities on the standard of their own
records There was no alibi.

One of the,ﬁig-problemefof procnrenent in the Bureaugof Supplies' ' -
and Accounts will now have become apparent to all of you. I refer

-6 -
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to the- leviathan made up of a hastily recruited maes of unindoctrinated _
workers. The key civil servants of the peacetime Purchase Division were
forced to spread thelr experience very thinly over this seething turmoil.
The problem of organization was immediate, pressing and overwhelming.

It became clear that war necesegity called for a rigorous application of
the basic principles of military organization adjusted to some extent tc
the tolerance of a great mass of workers with no military background. -
Among the instruments which were helpful in bringing order out of chaos
was the idea of "completed staff work" which forced initiative down the
line and developed the technique of military delegation. The familiar
trilogy of "organize, deputize-and supervise" became a guide in the
development of the division. The organization soon became clarified
"into an executive head with & relatively few major section heads re-
porting to the executive head.

The separation of developmental staff work from the operational
vwork was an effective instrumentality for improving the organization
without interfering with ites daily work. Complicated problems referred
to the executive head were immediately turned over to the staff as-
sistants, who were not harrassed with dally operational problems and
responsibilities. ~ In this way 1mprovemente were made rapidly and with
a minimum of disruption. . ‘

The executive control over the. operation was further extended by
means” of daily statistical reports vi.ich were ascrupulously kept to.a
minimum “On the baeis of these simple statistical figures standards
were’ set for the divieion and performance or lack of performance on
these standards vwas daily reflected-in the office of the executive. head..
The operating sections soon became indoctrinated with the standard
they were expected to maintain and the realization that an explanation
wag In order when the standard was not maintained‘., : ‘

As the admlnistrative strength of the awkwarc adolescept organiza~"
tion developed, it became understood that there were two unforgivable
sing for those charged with responsibility down the line: -(1) to be in.
trovble and not know it, and (2) to be in trouble tecause of fallure to
act. Errors of action were regarded more sympathetically. The head of
the Purchase Division emphasized the basic ‘policy that grief must be.
brought front and center and sections must liquidate backlogs at-all-
costs. The division began to gettle . down when the operational officers
© became imbued with the realization that 1nit1at1ve and assumption of
responsiblility were ‘demanded of them, and that a simple standard of
performance wag set for them, thdt 1s, work on today 8 work today.

, The field--The field purchase organization of. tne Bureau of Sup-

" plies and Accounts includes some 75 separate purchasing activities of
varying size, and these are widely scattered throughout the continental
. United States. During the first year of the war these field purchasing
- activities handled about two-thirds of the total requisitions recelived
' by the bureau but geherally speaking, these field purchases included
items of a less critical nature and smaller size than those procured

in the bureau. In certain selected field agencies purchases of a spe-
cilized character were unified and centered. For example, Portsmouth

-7 -




was the center-for electrical fittings; New York,.a center for toxtliles;
and Mechaniqeburg,ua.center_iorfippe;naiwcombﬁstion_enging”spare;pértg*“* R

_ Hith;the-developmgnﬁ.of:afyhxpime"purchaae:poligy of  negotistion ot
and the 'é%batly'1ncreaaiqg]pur§hasing‘burdens,'the1problem.qffasafstlﬁg:qﬁf
the overburdened and unindoctrinated field purchasing activities became ' -.
pressing. ‘A field»unit-yae_deVéiépgﬁ;1ﬁithe”Purchase.Divisidﬁ'gnd??“fi ok
staffed with able-officers headed by a carefully picked regular officer
who could interpret the new policies to tle field In the light of their
peacetimeé practices. Personal contact ‘with the field by officers 'in
the field urit of the bureau was pushed. Purchasing officers from L
field unite were brought into the bureau on temporary orders .for SRR
-indoctrination. ' e L e

Due to-the emergency development of numerous purchasing activities:
in the field, it-was-not surprising to find. instances of competition
between ndtal"abtiyitiesyto,obtain scarce -items in areas.where the °
market gupply:was limited. A program of consolidation of purchasing
powep 1ﬁ[féwér#actrvities.in.such gréas”wds~launched.d.ThLS’prbgram“ﬂ?*?n
culiifnated 1.4 definition of the responsibilities and authority of '
these widely scattered fleld units waich wag:incorporated in the ' -

Supplies and Accounts Manuel. It became policy to limit the . -~
activities which would be designated to make the larger and more dif- @ °
ficult'pipéurements,fin order that the complications of the larger
procuremetits would be centered in as few activities as posgible. large
naval purchaeing offices with unlimlted authority to purchase (subject
of Gourde to clearances of the Secretary of the Navy) were ‘establishod
at Chicago, Los Angeles and Pearl Earbor in addition to-the pedcetime™ ¥
establistments ‘at New York and San Francisco. T R

., There was also a problem in’ tndoct¥inating and leading the field: -
t6 a full use of the wartime discretlonary authority. The fleld unit
took aggressive steps.to forward thef%élicy-that“@llnputhasins.a°~
tivities exist only to -provide a gervice :for.thege for whom they are
designated to buy and th&t,in_or@erpﬁoidqhievefthis¢g§geét§?e;”ﬁhe pol
wartime discretionary authority must vé fully.exercised. . . = 7

O

This fleld unit in its devexbpméhtwprovi&eafa,qei&gge;§§f¥h95¢~fwn
numerous f£ield activities by which these field activities cdiild obtain’
necessary information promptly from this bureau, other .bureaus of “thec
Navy Department, and the civilian war agencles; such as WPB, OPA; “stc:
The fiald activities soon deyéloped the habdlt of looking to the field:.
unit as the contact section in the bureau for assistance of any kind.-
This field unit also undertook the responsibility of forwarding the" -
flow of directives, circular lettérs, and memoranda to the field ac-

_tivities in’'a controlled manner, finally undertaking a complete re-
write of the proourement portions of the peacetime Manual, which was -
thankfully received. in the field. In the development of this service
unit for the field: it was necessary hot only to accustom the field to

look to this unit for answers, but also to accustom the numerous

bureau activitles to cooperate in supplying this unit promptly with
needed ansvers-for forvarding to the field.

a8 -
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. Contract problems in procurement--Thus far we have .studied the
problem of procurement in its organizational and strictly purchasing
agpects. . There .is a third aspect which presented special kinds of prob-
lems. I refer to the contract or legal problems incident to procurement.
Effective administration requires the development of the technique of
- efficiently using counsel. As a purely administrativé expedient, it:
is.imperative that all cases presenting difficult legal complications
be screened out of the normal flow of standerdizsd cases. Cases re-
quiring hand-tailored Jobs cannot be efficiently handled in a highly
systematized contract drafting operation. Furthsr, buyers cannot be
expected to keep up on the last minute refinements in the interpreta-
tion of directives and statutes. This tremendously important functlon
of counseling a gigantic administrative procurement program without
interference with administrative responsibilities was worked out smoothly
vith the Office of Counsel, and much credit is due the Office of Counsel
for assisting administration by intelligent and informed advice on
difficult cases.

The major legal problems relating to procurement, fall into three
main categories: (1) the problem of adapting the prevar contract document
and the general provisions theréin to wartime procurement policies; (2)
the problem of varying the general provigions and drafting additional
provisions where the conditions of a particular industry, partlcular
company or particular transaction made special provisions necessary;
and (3) the problem of drafting special contracts in the case of trans-
actions of a special nature which fell outeilde the scope of the usual
contract for supplies. Such transactions included the procurement of
stevedoring services, tugboat services, services to operate barracks,
services to transport household effects, services to perform shop work
and the like.

In the autumn of l9h2 the standard contractual document was a .
form last revised in 1936. There were also suppJementary sheets to
the basic form providing clauses to fit special situations. The re-
sulting contract was often a mosaic of provisions and a pretty cumber-
some document., Through trial and error, the present documents were
evolved. ' ' :

Finally, a standard form of supply contract was adopted, the pro-
visions being the same whether it was used after sealed bidding or after
negotiations. This was slightly changed for procurements of electronics,
petroleum and coal, each of which products preserited special.problems.

A purchase order for smaller procurements was adopted and a simple
memorandum of purchase for small procurements of shelf items was &lso
put into use., The format of the documents and arrangement of the pro-
visions were designed so that the administrative burden of assembling,
drafting and duplicating the document was as ligkt as possible., Like-
wise, the form and substance of bid proposals were studied in connection
with contract forms to bring the bid and contract into line. The use of
the simple purchase order was extenizd up to transactlions under. $100 OOO
which reduced the operational problem considerably. :
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'.gC’ The workof the .specialist buyers.--let us now turn to specific
- a,oommodity fié&dsfte observe the work:of-the. specialist buyers in solving
E C, their diverse “buying problems It should,be borne {f-mind that one of
 the basic operaxional principles ‘was 1o focus the special- experience
of the ind tvidual. buyers on’ buyiﬁg problems, unhindered by. .administra-
tive responsihilities. The produrement: and purchasing -ofi:¢lothing and
textiies prévide -an excellent example of. the efficient ues sof the ex-
perience of speoialist buyers. Co D e

' The responsibility of the clothing buyers was best defined by the
.naval procurement policy which holds that. clothing anf textilegs, no
Clrd less than arms.and ammunition, ‘are critical materials ‘oft'war. The
T 3;primary clothing problem of the Bureau of Supplies ‘and: Aceounts was
: rato/outfit a. great two-ocean fleet of which the complemEQt ‘was increased
. from’ 325,000 men in 1941’ t6 over 3.5 million men ahd-%women in 1945.
During the first. eighteen months of the war the aVerage clothing ex-
penditure was nine million dollars- weekly, The Navy's intensive re-~
-4 nry: occrulting program had to be matched with an equelly gxtentilve clothing
--mgy,elprocﬁreﬁent »Replacement and reserve stocks had to follow the fleet
.. all o¥er the world, battle losses: had: to.be covered, and equipment as
"”, ‘aB.men -had to. be. protected from every extreme of climate. Some
s ‘special problems were the uniforming of a Woman's: Regerve, the changing
§ Bhe fof officers‘ work. uniforms from khaki to slate grey«-even supplying the
Bud v ~3,.‘red pom-pons for the caps of the seamen of the Fighting Free French.
e IN ghort)ithe. Bureau of Supplies and. Accounts was regponsible for the
- cyrementrof all clothing ahd textiles for the Thited States Navy,
'[;exoept the f&brics -physically incorporated in aircraft or emergency

‘nm'ms which'were purchased by yards or- stations.ﬁ'“
: : 1 -

To do the Job buyers were recruited from the commercial clothing
waield for their specific assignments and were men well and favorably
'known Kn«the clothing and textile industries. They spoke the language
of" the ‘tndustry and, weéré syméathetic -4¢,.the problems of the manufactur-
., “ers. “They were familiar “With ¢ommercial procedures and had a thorough
.Tm”knowledge-of materials and-supplies--all of which combined to give the

- “Nevy gy expeditious c'lothing procurement jJob. Clothing purchasing was

beset with the problem of too few suppliers. This condition was ag-

. L=y, Bravated in the clothing industry because of labor shrinkage into

£ nx:i - higher paid industries. . Therefore, more suppliers had to be found and

feal ' manufacturers had to be persuaded and guided to submit bids on items

Tees entirely foreign to their production lines. Though cooperative and

- willing, these manufacturers lacked the experience to submit a reason-

able bid on an untried product. - So there again the soundness of the

commed ity purchasing system was demonstrated. The specialist buyers,

familiar with market prices and manufacturing costs and in numerous

cases known to the suppliers, were able to gain and hold the confidence

of scores of marufacturers who were asked to launch into new produc-

tions to meet the Navy's wartime needs.

An example of the development of a completely new article calling
for the experlence of the specialist buyer in working with suppliers in
his field is found in the mosquito glove. This special type of glove
vas called for in order to combat the ravages of malaria among the
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forces in the swamps and Jungles. 'With the exception of the hands, the
body could be fairly well protected during working periods, so the nesd
for a glove, cool and yet protective, became apparent. If too pro--
tective, the men would discard them in the hot climates; 1if too-venti-
lated, they would not afford worth-while protection. In conjunction
vith the Bureau of Medicine and Surgery, the Bureau of Supplies and
Accounts made a study of mosquito bites and found that the palms of the
hands being calloused and the first Joints of the fingers beipg rather
fleshless, were seldom bitten. Thus a glove with little or no palm,

no finger or thumb tipa would be cool, practical for work and still
protective., No glove manufaclturer had ever contrived to produce such
an item. The pattern was presented to the Special Clothing Bpard and
to quote the cons:ansus of opinion 1t was "a crazy looking thing."
However, the board sanctioned an experimental purchase of the item.

In the swenrps of Louisiana the gloves were tried,out. Serious study -
and reports showed that the men would wear them, that in two minutes
time over 300 mosquitoes would light on an ungloved hand against an
average of five on a hand wearing the experimental glove. Inestimable
protection was provided by the use of the glove. Thus from thse prosaic
Job of a glove procurement came comfort, protection and life-saving
results.

Futher evidence of the operating efficiency of the clothing buyers
" was the fact that eighteen months after the declaration of war, the
replacement rate was ready to be revised downward and the clothing
program for stock reserves and recr:iting needs was cleared up to 194k,
In fact, the clothing procurement rrogram was sufficiently. in hand to
begin leveling off the flow of orders. Manufacturers who in many cases
completely sacrificed thelr civilian items to meet Navy needs were per-
mitted to regain some of thelr lost peacetime markets,

The field of fuel shows a mammoth task which was attacked by
specialized buying. The Bureau of Supplies and Accounts acts as pur-
chasing agent for petroleum requirements for the entire naval estab-
lishment including the U. S. Coast Guard and the Marine Corps. It
also functions. In this respect for certain produqté (lube oils) for
many othei governmental departments and agenclies. Further, as a
wartime expedient, the Bureau of Supplies and Accounts was charged
with the task of supplying both the army and navy requirements in
certain theaters where the Navy was assigned petrodeum logistic re-
sponeibllity. The requirements of the Allles under the Lend-lease.-
Plan, the British Empire, Training Program, and Ferry Commands in
Canada, Newfoundland and Bermuda were also supplied by Bureau of
Supplies and Accounts. The petroleum products purchased by the bureau
include practically every product refined or produced by the petroleum
industry.

To carry this tremendous purchasing burden a group of officers was
recruited from both major and independent suppliers in the petroleum
industry. Each man brought to the section knowledge of the petroleum
indugtry that proved to be of inestimable value. Specific assignments
vere given those men so that their purchasing activities would be con-
fined to specialized classifications of petroleum, such as lubricating
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oil, fuel oils and motor gasolines, aviation gasolines, asphalts, and
jspeciaity products such as rust preventives, insecticides, ‘and’ blending
“agents. This vas ‘done 80 that ‘the officers not - only would become '“jﬁ
thorOughly familiar with' Navy specificatione but also to place them in
&’ better position “to negotiate with the, industry and apply a full o
knowledge of competitive prices and conditions in’ their particular
fieids throughout the country e
< 'An interesting example of‘a different form of the development of
- the’ principle of " specialist buying is found in the fleld ‘of subsistence.
In this fieid specialist buying was worked out through coordination with
the Army It will be interesting to review briefly the transition in
this field from peacetime methods to specialist buying through coordina-
tion with the Army : o oL

The Navy 8 present operating program for the procurement of subo”
sistence “supplies was developed during ths course of WOrld War II'with
the. view of procuring by efficient and orderly methods the. increased N
_quantities of* “food required.” Methods ‘that had proved efficient ‘and
’orderly in peacetime were not’ satis? actory for wartime conditions which
were marked by large requirements for military and ‘other governmental
agencies and by increased demand for food by domestic consumers.” The
most important change from the, Jpeacetime program of navy procurement of
“subsistence supplies was the coOrdination of purchases with the Army.

.. At the commencement of the war it became apparent that ‘the rapidly
increasing demanda of the Armed - Services and Lend-Iease for food would
require a’ high degree ‘of cOordination by the sevaral governmental
“agéncles. In order, theréfore,.to make the most,’ ‘¢fficient use of !
‘netional fodd resources’ the procurement program ‘was shifted from the
prevar system of strictiy Havy purchases to a program vhereby the pro-
curement of mogt of the important”items wag made by the Army for, the
Navy., “This’ program served to eliminate competition between the. Services
and insured that the requirements of both Services vere met Y

‘e - first &t ep in the coordinated program was taken in March 19&2
when an- agreemen ‘was reached by the Armed’ Services whereby. the pro-‘
curement of - canned fruits . and vegetahles for the Army, Navy, Marine .
Corps; . Coast Guard and Veterans Administration would be effected’ by the
Army. Under this program the requirements ‘for the several services )
showing quantities and delivery points wére submitted to the Quarter-
master General. These were consolidated and turned over to Army Field
Buying Offices in New York, Chicago and ‘San Francisco. With quantities
and destination points for ‘the vendor s use In hend, the field buying
offices negotiated contracts with the canners and allocated various lots
to meet The needs of the cldimant ‘agencies. Under this method of co-
ordinated procurement the inspection by the inspectors of the Department
of Agriculture was under the administration of the army purchasing of-
ficers. Purchases were made ‘with a view to minimizing transportation
hauls and the requirements ‘of the several agencies were proCured in the
type of packing that was required b3 them. )
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.The: experience with the procurement of canned fruits and vtgetables

. .Wap 80 successful that the progurement. of all ma jor 1tems of nonperishable

- gubsistence supplies was by mutual agreement placed in the Hands of . the )
Army. The procurement of perishablées was also coordinated with the Army,
and by the end of the war, the Navy was procuring 90 percent of its
subsistence requirements through the coordinated program with the Army.

I would like to say parenthetically that the success achieved in
this field where the Army and Navy were buying identical materials
_should not mislead us in appraising the possible Denefits of coordinated
buying where the materials required by the Services are not identical.
.Obviously, coordinated buying of widely dissimilar goods required by
the Serviceg. presents a problem which is differeni from the buying of
identical goods like food. v

In supplying the needs of the war, steel and steel alloys were
vital, fundamental materials, required in unprecedented quantities.
And even though the operations of the steel induatry were immense and
highly developed, they were not keyed to the wartime volume. Hence,
in the early days of the war the problem in steel procurement was not
80 much one of raw materials as it was of facilitiles.

Open End Contracts, used to a limited extent prior to the war in
the procurement of several types of materials, were increased In number
extensively, and advantageously used in the purchase of basic steel
products, Specislized steel buyers familiar with the iIndustry were es-
sential in this development. These contracts, which were based on an
estimated gix to nine months requirement, were drawn up with stated prices
but with escalator clauaes in the advent of increased prices in the
steel industry. The output was approximated, and the requisitioning
activity drew directly on the producers by the issuance of Mill Orders.
. Thus, as more Open End Contracts became effective, inversely the ratio
of the work load within the entire bureau was decreased and activities
within the purchasing sectiones tended to become mechanized and largely
. administrative. By midyear 1943 approximately 40C,000 tons of steel
per month were being supplied to the Navy on Open End Contracts, and
the routine steel requisitions filled in the division on the conventional
type of navy contract had declined to ten or fifteen percent of the
total volume. Open End Contracts were particularly suited to steel pro-
curement because of the general uniformity of prices established by the
industry itself on the basing point system. Placement of awards on
. steel products was more frequently determined by delivery time or des-
tination rather than by price. For example, on a procurement of nalls
for the Naval Ammunition Depot at Hastings, Nebraska, it was determined
. that two.manufacturers were geographically favorable, one In Pueblo,
Colorado, and the other in Kansas City, Missouri, Since prlces were
¢ practically the same, the CMP commitments and delivery were the factors
. that determined which of the two plants received the award. Because
i the. specialist buyer understood how his industry did businees, he wasg
- able. to streamline the contracting system.

About midyear 1943, the steel electrodes, an item which had been
causing considerable procurement difficulty on a price issue, were
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apsigned to the Ferrous metals buyers. The electrode manufacturers of
the country had ‘developed a Zone system under which they quoted delivery
prices. Under this system the 'Navy was not only prevented from taking
advantage of 'léw-price bids, but was. frequently required to pay exces-
sive fréight charges. The steel buyers, knowing production” problems and
costs, visited the plants, investigated materials and processes, studied
price breakdowns and other pertinent facts, and using the Price Ad just-~
ment Board as thelr weapon, overrode the zoning system, and within a .
period of six months effected a saving to the Navy on stainless and )
carbon electrodes of $500,000. The specialized buyer knew his industry.
Lumber procurement. presented many peculiar and difficilt features.

On 1 April 1943 the purchasing responsibility for all hardwoods, for . =

both Army and Navy, was placed in the Bureau of Supplies and Accounts. 7’

Purchasing of all softwoods for all services was giv?ﬁi#b'theJArmyQﬁ

At the same time, the ‘Gorstruotion Division of the Corps .of Engl-"
neers of the Army was; the ovér-all.authority for all lumber procurements
and was known as the Cent¥al:Procuring Agency. The officér in charge
of lumber purchasing in the bureau became Navy Iumber Coordinator and
gerved as navy representative at the Central Procuring Agency. o

As was poseible with other materials, lumber. golirces  could not be =~
developed ‘through: plant conversions, new dyes, or other innovations.
Nature alone gévernedthe quantity ayailable: However, the estimated
shortage of five-billion feet for combined ¢ivillan and military re-
quirementd was not,due to an insufficiency of standing timber, or even
fac1litiés; but-of manpower to get the logs out-of the woods and into
the saw mil18. ' The,plight’ of the luniber supplier, particularly the
smaller ope¥étors who were vitally. needed b reach.the quotay was the
subJedﬁ;df*deﬁéiled;Congféssiunql\nquith‘iuuMay“19¥31..I%:wasvreported
that 4,000 out:of:ap estimatéd 30,000 sawimille. in, the “Nat fon were com-
pletely{ghutyabwnygg';thheﬁftheir;bpbduE%iOn;wgg.ﬁgédéﬁhmbst;uthgtAf;' 4
these operators werg besst by (1).a. shortage of.availablécmanpower, == - -

especially in their.logging cemps, (2) the Toss of wha¥’ laboer: they had = .-

to other “industrigs. that could and would pay higher wdgesy and (3) =7 -
the necesgity of paying higher costs than they had to. pdyrat.the time’ . .-
the celling prices.on lumber were set, “These Alfficulties wewe in- i
tensifisd by theﬁfapﬁhthaﬁ’lumbering,;iiké‘farminggjis’bﬁecbfzxgérmp§€= ;
decentnalized‘ihduszries'Of’tharqguntyy,ﬂwith-sgme;?OjOOOilargeﬁggdﬂ:ﬁ
small producers qperaxihg'from:Main@QFQfPugetmsouniﬁ:fIﬁitbmkgth§;¢X§“Y
perignge f specialist lumber buyers to ¢odndinateftniq?iﬁﬁuatnyLQQf'f‘,
war,anguqtién;:.Ehgféfdréfto»m@gggthgéé'procure@entfpré%lemg1,}ﬁ§§_5f”*f
as men WHO ‘knew: manufactiring vere. y.oruited: for industrial’ procuretients,
80 t00 top-notch men of the'lumber field, who, knew timber firom long ex=
perience, who-understood “1ts peculiay problems; and who ‘had.personal
contacpgtﬁi%h-iumberpsuppliers,gwéréf¢6mmissioqeg in’ tHeSupply . Corps.

4. Dot .

Ny

" Another problem’ peculiar to Iumbé¥ and Bulldlng Materials procure-
ment was the change in ﬁhé:types.Qf“thértalppquigé@“asatheqya§iprogi-
ressed. At the outset 1mmense_qgggpiﬂieswofplg@peg’wéfeﬂrequggiticnedf
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for the erection of barracks, cantonments and loaﬂing docks. While
housing requirements for the large recrulting programs were being ful-
filled, supply lines grew, and some 500 million faet a month of dunnage
quality lumber was required to meet the demand for export crating and
packing. The total lumber procurement for the Navy from the beginning
of the war to midysar 1943 was three and one-half billion feet,

There are many other examples showing the work of the specialist
" buyer; but I see that my time is up, and I do not want to abuse your
hospitality. I hope that out of this mass of material which I have
prepared you will get suggestions for possible further study. In
closing I would like to express agaln my enthusiastic interest in your
program and its farsighted policy. .

- GENERAL ARMSTRONG :

Captain Austin, you spoke of the problem of getting personnel Did
you have a list of those buyers in the office of Busanda that you could
go to and use prior to M-day, or 4id. you have to develop that list and
find those people afterwvard?

CAPTAIN AUSTIN:
We had to find them afterward,
GENERAL ARMSTRONG:
What are you going to do in the future?
CAPTAIN AUSTIN: | |

In the future we hope that we will have strong contacts with in-
dustry; and as we develop in our Corps we will have officers who know
industry. We hope we will be able to have officer specialists who
know what people to get from industry. Then we will have a list so
we can do as you suggest -~ when we go to general guarters in an emer-
gency. I am glad you brought that up, because that 1s one of the
things that needs to be done in preparation for future emergencies.

- GENERAL ARMSTRONG:

Do you think people like that would be willing to come in for short
courses at the Industrial College for a period of three months or so?

CAPTAIN AUSTIN:

That 1is possible. But I am not sure that they would all be able
- to find time to respond. You might do it by making them reserve officers.

. GENERAL ARMSTRONG:

: I am 4hinking not only of reserve officers, but of civiliang
. coming in for a short time.
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CAPTAINAUSTIN:« . AL
_That 1s what I have in mind.. I think that péssibly there would: bei v
moré ‘of ‘then who would do it if they were attracted as reserve officers.
We hope to solve .that problem by having officers on regular duty who
can intérest those: people, who will xnow who thdy'dre and at least will
know, where to go. - Now, how’far they: can go. in induetrg them-to give
some time for taking courses, as you suggest, 1s an open question in ‘my"
mind. T think after World War I‘we had. a very difflcult time interestlng
people in any naval reserve work at all,cfl"“' R L T

- GENERAL ARMSTRONG:

Do you think that a move decentrallzed organizationVofxﬁﬁéaﬁdgﬁ*fﬁ
would accomplish a greater degree:of effective relationship between in-
dustry and the Navy on this front?- : R L e

DA

Ly

CAPTAIN AUSTIN: R AT s

One of the disadvantages to any proposed decentralization is that
we would have one activity bidding against another, one orgaﬁizat¥0n3
- bidding agailnst another in the same line pf procurement.- To. our minds
14 1s better to keep purchasing centralized, at least to a very con-
trolled extent. LT C T

Do

But again I feel thet, 1if we have officers, ‘s we hope . 1Q have,
_who are speclalists in these various fields, they will be ablé to carry
...to & limited extent this decentralization to industry. : They.will, as I
“say, Know who-the people in particular. industries are. We hope to have
_ officers whommight gpend sometimo with industry itseif, becauss one
4Aprdﬁlem;'of¢00urae,:is'tq phﬁsrstahdgthe’propléms of indusiry when it
“comes ‘to mobilizing.our resourcesx . LT e G

We are recommending that that cocome a ‘part ofLoﬁr;postVéifp@licy.
;.. -At least, hundreds of officers in the Army are going to industry. There
... 1s po reason why: that should not be done in the:Nawy.: .1 - ...

P

Gentlemen, any questions? ...« . . . L

7., A STUDENT:

In connection with thé employment of these gpecialist buyers did
you have occasion to use any personal ‘service contracts? ‘

~CAPTAIN AUSTIN:
We d41d employ some on personal service contracts, but that was
very seldom. We had a few. I do not recall who were on personal serv-

ice contracts, but the great majority of them were in uniform and part
of our organization.
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A STUDENT:
Certaln Austin, people like that can be employed without commissioning

them as officers. For instance, I might state that I employed some fifty
buysers in Chicago on personal c=eivice contracts.

CAPTAIN AUSTIN:

Ve did, too. In specific cases we had men who were under personal
‘service contracts for various reasons. But generally our men were in
uniform.

I think one reason for that was that we could get men of very high
caliber wvho would take a small salary such as tha®t which would Dbe paid
them as an officer, in consideration of wearing the uniform. I think
they felt it to be a considerable recompense to be a part of tae mili-
tary organization which got the uupplies to the front.

GENERAL ARMSTRONG:

Are there any other questions? If not, Captain Austin, I want to
thank you and congratulate you for a most excellent talk.

(14 March 1946--200)
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