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PR0~NT PROBLEMS IN _BUSANDA 

12 February 19~6 

GENERAL ARMSTRONG: 
@ 

Gentlemen, the next speaker today is a clasmnate of the distin- 
guished director of the Department of Instruction, Captain ~,.Iorthlngton. 
I am going to ask to him to introduce his classmate to the In- 
dustrial College this morning. 

CAPTAIN WORTHINGTON: 

Captain Austin graduated 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 ~ivil life~ where he practiced law as 
patent attorney in Philadelphia. Returning to the Navy in the spring 
of 1942, he became officer in charge of the General Operations Section 
of the Put-chases Division, Bureau of Supplies and Accounts. He is 
now the officer in chaa'ge of that division. He will speak to us on 
the subject of "Procurement Problems in the Bureau of Supplies and 
Accounts." Gentlemen, Captain Austin. 

CAPTAIN AUSTIN: 

General Armstrong Captain Worthington ~ud 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 twe~.~ty 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 ~mecdote. The more 
I thought the more disturbed I became, because I ~ve been 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 without the convantional Intr¢~lu~tor2 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 thln~ we had to 

• preserve at all times in the struggling 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. 
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By ~,~y of preface~!%o~ >.my rp.v~rks on the s'0]~ject of procurement prob- 
lems in the Bureau of ~JupplieS a_nd;Abcounts, l~q~1~, like to express my 
enthusiastic interest in yoo~,efforts to cather~p"~he experience gained 
in ~¢artim~ procurement ]chile Su'cb ek~erien~_e is reasonably fresh in the 
,minds of the participants. We all had many problems &o~ing the ~.rar ~.~hich 
puzzled us at the title an& some of which still puzzle us because our 
soluti0n.s, pm¢ler the pressure~ of dire necessity could only be provisional 
• sol~utions. Nowlis. the time to try to profit from tho~@']~rOb~ems~an& 
possibly fr.om-%he Solutions ,impr6~s~& _under great pressure, the ~ '~ 
preparation Of-this paperl "~ ~a~ l~acl ~ ~ slight ~feeiing: Of .~holding a post- 
mortem except that the sub~@ct is emphatic~ly- ri~t d@'ad-~ ~.~qaeihureau of 
Supplies and Accouzts has for some time been digesting its. ~mrtime.!eh.- 
perience in readjusting itself to peacetim~"0raaniZation,~ and one of 0ur 
gre.~at co~qc.erns is to preserve the vitality and accumulate& e~erience : of 
the !orGanizatiofi- ZhrouGh :bhe .peace years ahead. To ~t~t=e~.. Zni~ Qoj.ec~ive 

,,~ontns ~go to obtain reports • ecoro.in~ the a . . p r p ~ r a ~ i " ~ . ~ a s - ~ t a r t ~ & - ,  o v e r  S i x  -~ " " . . .  

• . . ~ . za r~  ~xpe!~ienoe~ ~f c e.rtain 6f0ur officers s.2aout ;tS:retui~n ~ t~o,.irm, ctive 
• &~t 2 ~ T~/~S~):-efforts have been o~ ~ con~l&erable: vaiue ~ in: developing the 

~ s u b j : e c t  ~ 'ss ign~t l  me !~.;oda~,. : : 
. . . . .  : • , . .- . . ~ .  : " .  - '  : . .  , .  ~ ' - . : ~ :  ~ . . . . . .  • . : . , 

~....~ . The p~ace~ root of_~our ]~ro~l~ems--I ,¢o~]d like nce~,: ..to .t~n o~ 
attestleA ~re"-~0 o-if i' call~-~o" o~C~s~b:j~e ct :, ." Ofir:pi'6cUrement "prbbl.0/s to 
a c0hs'~6:erable e'-.:tent: ~-~er~.rb0te& it. the. long-esta;~lishe& s,y~tem" of°peace- 
time buying ~ibh ;,~hic]i yoU"are all-familiar, ::YOU $~lll. ~e~all: .ti~at':peace- 
time braving ~.~as base& on highly.::formal "9.id<iingi~:~i;qi] allm¢,e& pr.actically 
no discretion, ~Ziia proced~me, of course, ~¢as S'O meChanlcal.:.t..li~t...it can 

:. :~, .be called buying o_n13 ~ in the sense of an analogy. Under pe~eeti~.fle buying 
• .proc'~Eu~es:,.:~i.~i.li.t.a~:~: ,~urchasing officers ~¢ereTorce~. to<achieve .delivery 
..-.of ~teriai"Of.~hei!~'~,oioer::"~'-i~:~t ,~e:.,.time and place requfre~/ despite 
],:a..ma~6.~f i~i~l~ti-Ve ..and ~prob~[~ra-i/restr~otions :whicl~ :se~zerely limited 
tnelr bxerci~e ~oz ~U~m~nt,, Tli~ ,pr~ao.mlna~ing objec~zve wa?. bne obtaining 
o'f'b:i~S~from'~s:~.m~nysUppli:@r~.:a@c,".9o.ssibie ~,.~itii-awar& .to the lo~,;est bidder 
i n  s t r i c  ~ com-ol iai~ce ;iT{•th ' % l ie " ia { r~  Ur~_er t~e~@. £ b n t r o l o ]  . b u Y i i ~ c } m s  

!..Jj:.,.readi,!y adapte:~., to standardized an& ,~echan~oal"processes~ ar~E ~.fas.. ade- 
z~ ::.qiate!y 'li~.ndle& by. :.~ si~!l staff sl[ille~]. in these"eleric%l l~rOc~sses. 

Special"!~n~:~leO.be .an<~. ei.'pe2ience ~,rere :not .essential because the ~ £ystem 
.D-- " .~ ~: .... itself provided , ~. la~.~ thestandards on which an a~;ard ~./as base&. It 

• was required that a~.~arCs ~e. ~2~Je to the ic~,~est bldo.~r o:"fei°ing materials 
-:- in accordance ,¢l~n .sloecifications. , and a . b r e ~ d u m  could not :0e ~icl for 

' . " • , . c .  . 

:<~ ' ,  :~te.rials"whlch exceeded Spe.olfications, even thouc/i such/-~p, a~.:ard ~.zould 
result. ina better pra~chase , . 

The perfomuc_nce Of the purely mechanical steps require& by the stat- 
utory provisions Governing formal bidding obviously could not train per- 
sonnel for buying by negotiation, ~n¢l ~.,,]nen it became apparent t!~t buying 
by negotiation ~.:as ecsential to the war effort, there ~;as no trained buyin~ 
personnel an& no organizational experience to dra~¢ on. The &evelopin~ and 
building of a pui~cha~ins organization" from a peacetimestrer~th of less 
than i00 to 1,000 reqt~2red pioneering and administrative adventuring 
~.zhich is more suitable to peacetimes than ~.rartimes, 
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After the declaration ofthe National Emer~'~ncy .by .the President , 
in September of 1939, it soon became clear that procurement ~ould have 
to be geared for war and that the peacetime methods of formalized. 
bidding, were hopelessly unsuited for war conditions. This was our first 
big problem. The first step in changing the form of procurement was 
taken in 1940 ~hen Congress enacted Public Law 671 of 28 June 1940 which 
among other things modified the advertislng-compet!tlve-bid-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 Government. The 
purpose was to broaden and supplement , but not to displace, the con. 
ventiorml method. The procedural machinery for Im~rchaslng in the Bureau 
of Supplies and Accounts, being set up for methodical sealed bidding 
processes, was not suited to individually negotiated de@ls. This 
negotlat~ng authority with its attendant changes was augmented and ex- 
panded b~ further enactments. 

Next, came the ~ all-important--to a discussion of purchasing-- 
First War Powers Act of December 1941 as implemented by Executive Order ~ •? 
9001 which revolutionized Navy purchasing for the duration of the war. 
Into purchasing vernacular came a host of new terms--Letters of Intent, 
Advance Payments, Prlorlties, •Cost-plus-a-fixed-fee contracts, Farming 
Out, Co~deering, and others. Each represented a near 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 
basic policies to govern ne~otlated buying. Where before, a choice of 
negotlationor competitive bidding was authorlzedj negotiation was now 
required for all Navy purchasing. The directive set forth the definite 
wartime basis for the awarding of contracts: first, that delivery must ~ 
be within thetlmerequired by the war program; secondly, that the 
~dest use of smaller facilities be made in order to conserve the larger 
facilities for the more difficult contracts~ and finally, that the 
least amount of additional machinery and equipment be required for the 
performance of the contract. 

The Directive, as amended lO October 1942, laid emphasis on labor 
supply and directed that contracts not be plaee~ in labor shortage 
areas. Through theWar ~npower Commission the labor areas of the 
country were classified into fot~ grades dependino'on the congestion ~ 
of industry in the area. All things being equal, it ~s required that 
contracts be placed in the leastcongested area, unless the goods could 
not be obtained elsewhere. During the latter half of 1943 the West 
Coast Labor Shortage became so critical that governmental procurement 
agencies were instructed to awar~ no contracts whatsoever to manu- 
facturers in that area. 

Now it has been said that c~mlng events cast their shadows before 
them. There is ground for the suggestion that ~yartime procurement was 
foreshadowed in 1940 with the first commandeering Act which was ampli- 
fie& by a secon~ Act in 19~l. In commandeering, the basic idea was to 
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get the goods instantly and pay fair and lust .c0m~ensa~i~n therefor. 
This was plain negotiation of a- f6ir :~ Cre~ble: ~rioe ~ ~hlch was to 
become the wartime ~ bd~ng techniqu~ ~,"" I~" this "activlty there ~as also 
Coordinati;on,~gith z. the ~~,~.to ~voi~ Confilct~ b.etween.the serv!~ces in .. 
the mad-i r~sh'.-', f~.r: m~t~iais', i. Thus ~whil~ '~h~" Purchase.,Divlsion ~ was 
G .arlng up, procurement was~;Delr~ ~ ~directe~ to .~oraplng up ~Ll posslble 

~" war m~terials by'the Judicious usB' of 'the C~ande~rin~ power. It was 
~ fre~quently nm~fu~t0 bl~nc~ an. attitude oZ ~ r&as0nableness toa recal- 
' "citran~ s~pplle~.-~th0u~ " agtual exe.rcise Of the ~power, 

• ~ ~" ~"~ "~ . i , i¢ithi-.the,.peacetime . m e t h o d s  .of~compe~itive ~ b ~ d d l n g . . i n a d e q u ~ t e  a n d  
" ~q ~ . ~ . ~ o i u m ~ ~  o ~ ' a ~ r d s i n c r l e a s i n ~  ~ r a m e n d o u s l y . , .  it was imperative that 

• ~.,e ,operational "~acBin~r.y and .o~C~n{Wit~on Of the .P~r. chas~ DiVis'!on be 
. ' ~=, .,". - _~ .,in~@, ~-ch.anged,.t. 0 carr.y~ the .responsi~i.lities.of~.~Liscretion , 

"~" " .P.~ed~, ..an. ~ - - . vo~ '  n¢~ ~"~.~posed,on ~ it:.. MayL! emphasize, tha t  ~ t h i s  n.ecessary 
-~': ~evelopmentAl-@6rk ~ bZ~"ha~ .to.be ~one ~ un~e~i t~ie mos~., trvih~ c0~i~ons. 

.~e  .,w.~rk,~'of~t~e"l)iVision had to So.onc0hte~oraneously wYtk the planning 
The newly recruited ,,orkers had no ex]~. erience, ,;It was like.building a. 
house with untrained builders with thefamily living, on-th~el.gro~md. 

[,..~ o . 

- .~..-,~..:.Ne~I wou-'~d l i k e  to e mphasi, ze t h a t  our .basic.~problem.which .V. s 
"~"i ~ L i , n ~ r  ~ i°at . '  ~i~ ~ ..Of.w~s Gett in~ the mate#Lais, f as t  ;.~ an@-ia.ll" ~O.'.~t~er. 

.... ] iprobl.~, ms.a~d ~t~e~r 'Solutions were subordinate, The-ma~i~Ude of this 
~" ~:]?iB~obi~ ~ a t ~ r s " t h e ]  i ~ i n a t i o n .  I' WoUld i~ke t o  read :you ~'& f~w "figures .* 

" ~ ] "  . ,  ~ ; , . ,  . ' . ~ - .  " : ' , C " .  " " . , , . . ,  ' " , "  ' . 

" ,. ..... ~.wartlme~~rchasing or,~anization takes form-..Out :. of allt.of t~is 
- ~ ~';~ ~J ":~" t~emendous - Change an~" a~ten'dant-. ,conf~~ame.a--ba~i,C Lprinciple i f6r 

~ .6~idim~ the &eVelopment of the.new-war organ!zati0n.out of..i~s"=e~',. 
" :'";br,,y.onl.e~ cha~s .i toward the efficient .~di scharge o,f. its responsibTii~ie..s, 
..... T~, ha.sic i.d~a ~ich 'evolve& as ..the ~c~rnerst0ne of the new. orcan~"zation " 
["[ envisaged .the recruitment ..of~. er, perien~ ~ ;~.~.'capable buyer Speclhiists 
" ;i';fr.0m; industry who WO~ be .' 8u~ported-by;~ a ~ highly. organi zed operational 

'~.:i. i,~Lv%sion to "catty"iRe i~ur&enT.of..a~Lministrati.on and routine operations. 
• "~'n i,~the practlca~ ;~d~;elopment ,of.. ~-.thi s ~.'baSic de~, the manaGem~nt .within 
the s~rugglingnew diy, islon focused itsattentlonon three main lob-. 
jectives: (.i).-t6 i~pro.v.e the.. quality of neGotlated 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 
purchase document. The first problem ~.~s the immediate recruitment 
of highly capable commodity buyers experienced in specialized fields. 

• The total number of contracts aL~ded by the Navy Dep~tment, Marine 
Corps and Coast Guard during the fiscal years of 19~2~ 19~3 and 194!~ .. 
was !03,351, representing $49,~50,939,165. Of this total, 75,513 con, 
tracts, representin~ $14,819,369,~20, were awarded by the ~ureau of 
Supplies and Accounts. In addition there was the fimld which W~S part 
of the Bureau's responsibility. The Bureau sent 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 ~s the development of an organization which would 
coordinate the specialist buyers and handle all operational matters to 
the fullest extent possible, Thus, the solution of the problem of 
negotiated buying:led to a Probl~m of recruitment of buyers :an~ a ~ 
problem of organizational ~ development, which in turn devel6ped Other ~ 
problems. Our admi'nistrative evolut~ on was Just a ~ series 0f~problems ..... 
and hastily improvlsed~ solutions w!t~out interruption of the - day.s work. 

First, in regard to the recruitment problem. In its great need 
for the services of specialists of wide experience in co~ercial 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• importance of the J o b called for the best 
business brains of the put-chasing field, and so recrulting was done 
from top,flight positions in industry. Men were recruited whose 
salaries, in the main, were written in five figures, and co~issioned 
as Supply Officers at the rank of lieutenants (jg), lieutenants, ~and 
lieutenant conm~nders. 

The typical specialist buyer c~ssioned in the Supply Corps was 
3~ to 40 years old, and he had had an average of 20 years' business 
experience. Generally he had drastically curtailed his own personal 
income and standard of living to serve in the Navy, and in most cases 
he was specifically selected for the billet rather than seeking it of ~ 
his own accord. He was widely and f&vorably--in many cases prominently-- 
knm~ in the field of the commodity he was assicned to buy for the Navy, 
and therefore had contacts with and the confidence Of~he manufacturers 
Through his personal business acquaintances as a civilian, he formed a 
natural and direct, though unofficial, channel for expeditious liaison 
with the paralleling commodity experts (likewise broucht in from 
civilian life) within WPB, 0EW, OPA and other governmental coordinating 
agencies. In short he was well equipRed by ability and background 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 briefly for you the organization 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. •rhere was a Clear- 
cut distinction made between buyin~ 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 officers, 
the specialist buyers. The organizational setting or support for these 
buyin6 specialists making up the Co~nodity Purchase Branch was the ~. 

Office Operations Branch,• which included most of the • personnel • 
except the buyers and was giwen the respor~ibility for the paper 
"~rocesslng, the drafti~ of the contracts and all ~ossibl~ oi~-: 
erational matters incident to the prgcurement. The organization and 



oper~ t lon  Ofi:•the O~fice O peratl i .~s Bi~nc'h ~s par~ticularly: i n t e re s t ing ;  ~ s  
an ~appitcati~on tO',the t a s k J o f  purchas:ing ~ o f  modern~mass-production ~• ; :  
technique and'fuh~tionaliz .at~on;  As s p e c i a l i z a t i o n  was developed~i~ ~: 
the varlous .~Uy~ flelds.., so,too spec~lallZati0h ~as developed In the " 
tas~'0f"rel'levlng buyers of all admi~Istrative 'and detaile.d papeb ~-Wor~ 
at~:@hdant .to" contracting and.procurement, 'In •addition to the responsl- 
• ~i~lf~y ' for paper processing, this Branch also planned the :ooord:Inatlon 
of all sec.tiona of :the dlvis~on and worked constantly: toward:the '@impll- 
ficat~on Of procedures to reduce the~tlme neces.sary, to comPlete i ~iii:.: ~,/ ' 
prbdurements. " .... , '. ' • • ..: :.~ : ' ~ ...... " ~ *~""' 

• ! ~ j..:.'.~' ' . . " . . : ". 

The 'organizatlon of the OperatlonsBranch brings-out a~oth~r ~! 
gui~.~::~r~.c~p! e whlch.helped control the work of the divlslo~. ~Re- " 
spons Ib i%i~ ~es .an~ authorit lee o~ '.th@ major sect io~ ~h~eads w~re ~generallY 
delineateda~cordi:ng.to three stageso:fthe ~uying operati~n~'.ipreC~n-:.- 
tracting,"contract'Ing, and post-cont-raCt:~ng.. By this. devlc.e~:~.Jur~isdic.- - 
t i onaY~d i f f i cu l t i e s  and c o n f l i c t s  Were v~rt~a~ily eltmfna-t~d~,wh~ch per -  ' 
mltte~d full~del~egati0n of authority to the ma~or section heads. There 
remained, of course, the occasional problem of~c~ashlng;~personalities 
resulting from~a disi~cllnation,or inability of Some ~indi~iduals to 
keep" %he~.. ~. ~ .~ir eyes_:... In.., .. the boat even when the boat iS , C !e.ar!y ~.ef Ined. 

.0per.atlib'..na-l,: prob!ems-~-Th~s would seem. an aPpr, o.prlate ,.p~ace to ~ re- 
fer tb":a/Tde!icate, .but rather fundamental, ~pr.6blem i.i~ a I large.: organlza- 
t lon;-":ha~.!.y:,",th&, d ~sc,.~plln~ry enforcement. of" pr0duct:1on-: ~tandards. of " 

Pr~'h~ipl~ s'i. .th.ecel/As- ~ecessar~l~,:a cons'iaerabl'e ~ u n t i  e~ anonymity ~ i ~  ~' 
the~P@~rOb~nceo~'~f~otions," Consequently, When certa~n..~operat.lng ! ~ ': 
flgures'are"p~oddcedL;by on~ se~tlon t0the dis6redit..of;other sections, 
there  ~~'s: a ~ ,p r~ua~ed  :tendency for  ~discredited. seotiOns to. a t t a c k  the 

C ":" ~ " :~' ' .... . .,,~ • i" :'~ ".'; " " " " " .. .. . .. ac uracy.of .$h~ data:.::;pre~ented:by anonymous pers0rmel In.another sec- 
tion~.i This. Causes bad fe:eling which may reSult. in open hosti~l~%y ~ 

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

A humber of attempts were made to estab.lish a. central control :-::!~ 
sect ion having the; confidence of the dlvis ion ~U:. order .tha.t:: i% in ~Urh ~ 
might be used.to es.tablish andenforce standards of. production...This: ~ 
operational problem seriously threatened the unitY and. working harmony ~ 
in the d~vlslon again'.and again. The problem was finally solved by the 
development and estr..blls.bment of the Organizational philosophy that the ~ 
bookkeeping responsibility should be placed entirely with the adminis- ~: 
trative responsibility of the sections with s~mmarized reports to the ~ 
information control center and executive head. In this way operating 
sections were held accountable on their own records for their perform- 
mmce If these records were questionable, they were examined through 
the administrative officer responsible. Such an arrangement.gave con- 
siderable moral strength to .the establishment, and maintenance of op- 
eratlng standards because officers were held accountable.for the dis- 
charge of their own responsibilities on the standard .O~.their own 
records. There was no alibi. 

One of the. big problems.of procur.~ment in the Bureau. ~of Supplies 
and Accounts will now have become apparent to all of you. I refer 
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to theleviathan made"up of a hastilY recruited mass.~ o f,~nfndoctrlnated. 
workers. "ThB key civil servants of the peacetime Purchase Division were 
forced to spread thelr experience very thinly over this.s~ething turmoil. 
The problem of organizatloh was immediate, pressing and overwhelming. 
It became clear that war necessity called for a rigorous application of 
the basic principles of military organization adjusted to some extent to 
the tolerance of a great mass of workers with no military ba~.kground, 
Among the instruments which were helpful in bringing or@or 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 gui.de in the 
development of the division. The organization soon became clarified 
into an executive head with a relatively few major section heads re- 
porting to the executive head. 

The separation of developmental staff• work from the operational 
work was an effective instrumentality for improyi~.~ the organization 
without interfering with its daily work. Complic~ted problems referred 
to the executive head were immediately turned over to the staff as- 
sistants, who were not harrassed with d at1# operational problems and 
responsibilities. - In this way improvements were made rapidly and with 
a minimum of disruption. 

The executive-control overthe, operation was further extended by 
mean S~of .daily statlstical reports v ~ich were scrupulously kept .to:a 
mlnlmum. ~ ~ On the basls of these simple, stat ist Ica~ figures, standards 
were":Set ~ for the division and performance or lack of performance on, 
these ~ Standards was 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 
was fn order when the standard was not maintained . . . .  

As the adm~nistrative~strength of the awk~ar6i adolescent organiza- 
tion developed, It became understood that. i there w~er~e two ~nforgivable 
sins for those • charged with responsibility down the line: v(1) to be In. 
trouble and not know it, and (2) to be in trouble because of failure to 
act. Errors of action were regarded more sympathetically. The head of 
the Purchase Divlsion emphasized the basic policy that grief must be: 
brought front and center and sections •must liquida.te backlogs at all 
costs. ~ The division began to settle-, down •when ,the oPerational officers 
became ~ imbued 'with the realization that initiative and assumption of 
responsibility were demanded of them, and that a sdmpl e standard of 
performance was set for them, that is, work on .today's work~ ~toda2. • 

The field--T~e field purchase organization.ofl the Bureau 'of Sup- 
plies and Accounts includes some 7~ separate purchasing activities of 
varying size, andthese are widely scattered throughout :the continental 
United state.s. During the first year of the war these field purchasing 
activities handled about twoTthirds of the total requisitions received 
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 
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was the center, for ~electr!calL"~Itt~s ; :.Ne¢ York,~a center, for,text iles; 
and Mechanlcsburg,•.• a ce.mter •• fori internal • combust•ion~: ens.IZ~ ••s~re :• ~rts~ •~i,:~ •.•~2 

with: the ~development"Of a"wkrt ;me :Ft~rchase poll.c~ Ofilne~ot~i~t~on i~'~::' ~:~.;:- 
and the : ~r"eatIF increasi.ng. pur~has~ti8 -1~urdens, ~ .the .problem of ass~s%i~ ~. !;~ 
the overb•Ur ned an a•  naoctr  tea me d purcha.lng ' 
pressing.' ~A field unit ~as develdpe'~ inthe.Purchase Division an ..... : 
staffed with able, officers headed:by a Ca~efully plcked•reguiar"office-~ 
who could i~ter.pret.,the.new p01i.cies to" the : field in the light of their ~:.;. 
peacetime practi~s.. Per.s0nal cOntact:with, the field by officers" In ~ 
the flel& '~it"of.the bureau' yas pushed~ Purchasing officersl fro'm " ~ . ).! i 
fie id ttU1tS' ."we.re brought .into the bureau on. :temporary .orders. for ' - i • ~ ~, .: 

• indoctrination. ~?- :: '~'" '" 

Due t0:the emergency, development of numerous purchasing activities " 
in the Tield, i%. ... waa .. not " s~tr.prlsin~ to' fin&. instances of. competition 
between naval" aCt~ft:lesl...to.-0bt;ain scarce/i te~ in: areas ~where. the /. '... 
market '@upp~ly~was,.l:imited~i A progr~"of consolidation o~,purcnaslng....~. 
power :~: fe~er~.aotlvltles, in. such areas ~as~:±auncnea .... "A'n~s p~'~-~- ' ~' .... 
culm~nat~.~i~.i~ ~.de.~inition of the r~spdh~Ibilltles and auth0r'ity "b~ ' ~ " 
these widely scattered field unit:s which was.:incorporatedi.:i ni.,the ' : ~. ' 
supplies and Accounts Manual. .It became policy %o l~mi~ itl~e. '.L ..... : :.---: 
activ:itiB~ which, would be designated to make the larger and more':dif- -: -:" 
ficult pro~urmments,. in order.that the-complications of .the larger 
procu~t~s •would be centered in as few activities. as. pois'S.lb!e. 'large 
naval:pUrchasi.ng offices with unlimited authority to p~rchase I (subJsct":/.: 
6#'~"our~e .ito: clearances of the 'Secretary ~f the Navy)were establ1"sh~d: : 
at Chlc~o,":.Los Angeles and Pearl Harbor in addition t0":the peacetime':-~:,.: 
es'~bi~shments.'at.'New York and San'Francisco . • . . . .  : . . . .  " . .  - : ' ;  , . . .. ) • . ' ~ .  , , . ( .  ; ~ :  . ~ ! "  ~ 

... There was also a problem Lu~Inddct~inatlng ~and leadlng %he"fleld.;.~ 
to a ~ull Use of .the wartime discretionary authoritY. The flela-un'i~. ':.' 
took :~aggressive steps •. to i f0rWard the ':~61:icy~tha-t ~ll. purchasing ac- 
~!vitles exist only to ~pro, vide a Servfc:e;f~..thes~..~f0~. wh~m t~eY"are 
designated to  ,buy and that : ~  Order;~o':~oh~-e .re :h~siob~eC%~ve,:~~he ' ':!" 
Wartime diecret;ionary authority"mus~ .~e ~ l ly : : ,  @.  ,~.ii, .':i:."ii:ii::.i:i ;:~,"i//.: 

. . . .  • 1 .  , . . . .  ' )  ; . . ' :  . : ' ! r . i ~ , . , :  . . . ~ .  . : ,  . . . . .  ~. .~. . . . .  .~ " . ~ ,  

• This field unit •i~Its deveiopmeht"-pro~de~a-ser~v,~c.e .~o:i~hese":•"! •'" 
numerous field activities by which: %he~efield ~.o,tl.viti.les ~6~!d :bbt~-In~ 
necessary information promptly from this bUreau., .other:bureau~i of~%l~:," 
Navy Department, and the c Ivilian' war ~enc des., such ~.as IwPB ~:~PA~ .'et~: 
The fleld •activities soon developed the habit o.f looking to"the f:ield~: 
unit as the contact section in the~bureau for asslsta.nde .0i a~ :klna~" 
This field unit also.undertook the responsibility of forwarding the". " 
flow of directives., .circular letters, and memoranda to the field ac- 
tivities in:a controlled manner, finally undertakln~ a .complete re- 
wrlte'"of the ~ procurement portions .of- thepeacetlme Manual, whlchwas 
thankfully received-, in the field. Inthe development of this service 
uhi'~ for the Tieldl it was necessary ~not only to accustom the field to 
lo0k to this. unit .-for ~nswers, but also: to accustom the numerous 
bUreau activities to •cooperate fn supplying this unit promptly with 
needed answers-for forwarding to the field. 
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• ~-71 ~<i~ "i ~ : 

Contract problems in procurement--Thus far we have studied the 
problem'~of procurement in its organizational and strlctly purchasing. 
aspects. • There is a third aspect which presented special kinds of prob- 
lems. I refer to the contract or legal problems incident to procurement. 
Ef~ectlve administration requires the development of the technique of 
efficiently using counsel. As a purely admlnlstratlve expedient, it 
is. •imperative that all cases presenting difficult legal complications 
be screened out of the normal flow of standardized cases. Cases re- 
qulring hand-tailored Jobs cannot be efficiently handled in a highly 
systematized contract drafting operation. Further, buyers cannot be 
expected to keep up on the last minute refinements in the interpreta- 
tion of direct lves and statutes. This tremendously important function 
of counsellng a gigantic administrative procurement program without 
interference with a~mlnistratlve responsibilities was worked out smoothly 
with 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 prewar contract doctunent 
and the general provisions therein ~o wartime procurement policies; (2) 
the problem of varying the general provisions and drafting additional 
provisions where the conditions of a particular industry, particular 
company or particular transaction made special p1~ovis!ons necessary; 
and (3) the problem of drafting special contracts in the case of trans~ 
actions of a special nature which fell outside tlle scope of the usual 
contract for supplies. Such transactions included the procurement of 
s~evedorlng services, tugboat services, services to operate barracks, 
services to transport household effects~ services to perform shop work 
and the llke. : . . . .  ' 

In the autumn of 1942, the standard contractual document was a 
form last revised in 1956. There were also supp].ementary sheets to 
the basic form providing Clauses to fit specihl situations. The re- 
sultlng contract was often a mosaic of provis!ons 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 pres er.~ted speclalproblems. 
A purchase order for smaller procurements was adopted and a simple 
memorandum of purchase for small Procurement s of shelf items was also 
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 duplicatlng the document was as light 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 llne. The use of 
the simple purchase Order was extended up to transactions u~der $100,000 
which reduced the operational problem considerably. • ~ 
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.... ' The wo~k~cf the.;.spe.c.ial!st buyers.--Let us now turn to specific 
" . ~ommo~ity:fi~ds~cebsefV~" the.~ork~ofo.tho, specialist buyers in solving 

• .... i..the~i.r':~:.Iver~eJb~yi~g,probiems ~. '. It sho.~i&.b.a ~bo~ie~ff~-~ind that one of 
• i. ~ ' .the bA.s:ib~dper~t.~o.na] '. p.rinciPlem::w~s-.to focus ~ ~e spec:i~l?.experience 
.: "0f t~" indi~dua:l",-buy.,ers, on"buy:l~g:~q~roblems~,~ ~nhindered: b~ ~administra- 
.:.- tiv~,respo~hi:l!~..ies.. The: pr68uremont~ ~jPUrCha~sing .of~o.~lothing and 

text lleS-: p~6~i~de ,an exc e llent :example .. of. ~'he :; efflc ienN~.u~.e. :~!of the ex- 
• peri'e~~e Of' speoi&i~st buyers...-:.,..: ,f. ..... :-' .-.::-~:~-~?- .:, 

: ~,~. . ".The fes~onsibility0f th~ clothlng.buyer~ ~as' b~~ defined by the 
:~~ '.,:,: naVa'l:Proo~ment Bolicy which hblds that Cip%-,h.'~' an~ ~textil@s, no 
• , :~.~" ,/,r " la. Ssl than arms. and ammdnltion, 'are, cr,~t ica ii ~te:~a."l~::uf~ ~ar. The 
'J.~. " .L ":.. .~,/.Primary"clothlng.problem ofthe Bureau.of Su~pllesand:Ac.ounts was 
"~' • ~i-.~ ou,tf:it~ great two-ocean!fleet of:whlch ~th.e cdmpiement !was increased 

i fr-om-"52},:O00 men in 1941 ~ tdover ~,5 :mi!lion ~e~~@~@v.~em~n in 1949. " 
• DurLug the "first e~gh.tei.~'~ ~ months of.the war the:"a~rage:.-cLlothlng ex- 

pendlture was nine millidn dollars...w, eekl~..,.. T~.~e' .NAVY ~' g intensive re- 
::': .... ?~:- . :cruiting program had to be matched with an~.eq~lly e~tan~Ive clothing 
!~ ~... ~.... P..r.o~r~'~e~..t:.:~.:Replacpment and reserve stocks"had:to ~ollow the fleet 

• -,Li ~ri:o~&r:"t.he:~orl@, b&ttie losse~ had: to,be covered, and equipment as 
~'~ .... ~ : .."iii. j ~:~-'~ ~men-had to. °bel protected .from ~every extreme ~f cllmate. Some 
~,L. "..,.: .,i ;--,. ii " :~p'ed~a~l prob:lems iwere the'uniforming 'of. a ,Wom~n ReServe, the chan~ ing 
"~.:~:- :..~-~ .~.:i. i ~df !'Of~e~g~, work uniforms from khaki to. slate gre~"-e'ven" supplying~the 
~.'~,; ~. . i .  . .  ' i r p ~ ' ~ 6 ~ . ' Z ~ o n s ~  for the-caps o f  t h e  seamen o f  the:'Fi~ing Free French. 
!j ~:~: ~::. i'. i~: short~:.~.%he.Bureau'0f supplies an~ Accounts wa'S: re~'ponsible for the 
;: ~"~:~::~.:L,~...~ .i ..i ~Lhremen~L..,:of .all. Ci0thlng ahd text ~ le:s..f0r the ,~n.'~:tod States Navy, . 
.~::i: :~-~,~.~:~,.:~ ~..~" .ijieX.;~~ept th~ r,f~b~!~.s ~.phy.s'Ica:ily incorRora~ted "Ina'~r~r~hft or emergency 
-,' co.,,.. ...... i ,.i.~ ~ e m s  :w~i.c.~-~,-~e..~e purchased by: yards. o r -  stations ~. : :  

. . . . . . . .  , , , ~ . . , ~  <%-  . . ~ , •  ~ . . . .  " ~ • : .  ,'.'.., . ? :  . .  , . . : :  . . . . .  ~ " . : .  ~ - . ~ .  . f  

" ' : ' " ' ; J ' ,  ~" ~ .  ; " ~ ' . . ~  . - ' " "  • " "  Z ,  ~ - ' : . :  . . . .  , • 

• To do the Job, "buyer~- ~er~':~ecruite~. fr~O~ the commercial clothing 
': -r..... -~, ....... ~ ..... fie_ld for their specific assignments and were. men well and favorably 
: -;- ~./~ i"~ ~Own~i:~':~t~a,-clo:t&i,~g and textile industrieS"." They spoke the language 

• ~ ;  . ~ ' . . j ; . ~  - . . , , ~  ~ , . . . . . . . .  ~ , . , , , : . . / ~ !  ~ . ; ~ ' . ~  , . 

' :~~ • ,c~-~.,-~ :- °f'ithe:~nduatafY .a~.d.,.were .s.ym~%.Het~c .::~.,th.e problems of the manufactur- 
e'' :i ''~ :; "'""" ii. b~; : '::They.:~werejfam.il~a~'~w'ith Cd~mz~Tc~ai iprocedures and had a thorough 
".~,~ ::-~--.~.. .... ~ ' k ~ o w l e ~ g ~ o . f ~ . ~ a t e r i ~ i s  ~-:'Supp,l~es--all of which combined to give the 

................. Navy"~L~."expe_dltiou~ c..~hing '. procurement Job. Clothing purchasing was 
beset with the problem of too few suppliers. This condition was ag- 

:~:-,L~. ,~ ~,~. ....... gravated in the clothing industry because of labor shrinkage into 
.c ;.-~...r ~.; i" hlghey paid industries Therefore, more suppliers had to be found and 
;:'~.'." : . .  manufacturers had to be persuaded and guided to submit bids on items 
~".- entirely foreign to their production lines. Thoug-h cooperative, and 
~ willing, these manufacturers lacked the experience to submit a reason- 
~. able bid on an tuntried product.. So there again the soundness of the 
' commodity .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 confldence 
: .  of scores of manufacturers who were asked to launch into new produc- 
"~ tlons to meet the Navy'swartime needs. 

An example of the development of a completely new article calling 
for %he experience of the specialist buyer in working with suppliers in 
his field is found in the mosquito glove. This special type of 8love 
was called for in order to combat the ravages of m~laria among the 
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forces in the~ swamps and Jungles. '~ith the exception of the hands, the 
body could be fair2ywell protected during working periods, so the need 
for a glove, cool and yet protective, became appazent. If too pro r 
tectlve, the men would discard them in the hot cl~mat~s; if too-venti- 
lated, they would not afford worth-while protection. In conjunction 
with the Bureau of Medicine and Surgery, the Bureau of Supplies and 
Accounts m~de a study of mosqultc bites and found that the palms of the 
hands being calloused and the' first Joints of the fingers being rather 
fleshless, were seldom bitten. Thus a glove with little or no palm, 
no finger or thumD tips woul~ be cool, practical for work and still 
protective. No glove n~nufacturer had ever contrived to produce such 
an item. The pst~rn was presented to the Special Clothing Board and 
to quote the consensus of opinion it was "a crazy looking thing." 
However, the board sanctioned an experimental purchase of the item. 
In the swamps of Louisiana the gloves were trie~,out. Serious study 
and reports showed t~at the men would wear them, that in two minutes 
time over 500 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 the prosaic 
Job of a glove procurement came comfort, protection and life-saving 
results, 

Futher evidence of the operating efficiency of the clothingbuyers 
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~itlng needs ~s cleared up to 194~ 
In fact, the clothing procurement ~rogramwas sufficiently in hand to 
begin leveling off the flow of orders. Manufacturers who In m~ny cases 
completely sacrificed their civilian items to meet Navy needs were per, 
mitted to regain some of their lost peacetime markets. 

The field of fuel shows a mammoth task which was attacked by 
specialized buying. TheBureau 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~rlne Corps. It 
also functions in this respect for certain products (lube oils) for 
many other governmental departments and agencies. 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 petro~eumloglstlc re- 
sponsibility. The requirements of the Allies under the Lend-Lease 
Plan~ the British Emplre, Training Program, and Ferry Commands in 
Canada, Newfoundland and Bermuda were also supplied by Bureau of 
Supplies and Accounts. The petroleum products pmrchased by the bureau 
include practically every product refined or produced by the patroleum 
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 
industry that proved to be of inestimable value. Specific assignments 
were given those men so that their purchasing activities would be con- 
fined to specialized classifications of petroleum, such as lubricating 



and motor asolines, aviation gasolines, asphalts# and oil fuel oils ...... g ..... .., . .... ~.. ~. ~ ~. ~. .~ ..... 
• ' ~ ~.:: ~,.i~..~.~,~a~hb ~.~ ru~t ~reventives, • Insectlcldes, and blending - s p e e l a - ~ y  p r u ~ u u ~ ,  . . . . . .  ~ , -  ~ . , . .  , . . . . . .  ,..., , ,  ~. • . __ : _  .... : :'~ " ~..'. 

~ag@nts] ~This was:~one"so thatthe officets no~-only woula become . .  

thoro~ghly:famillar With" Na~speOSflc~t~onS but also to place:them ]i!i 
a~setter ~:'~os [ti6nJt6 neg6£1ate with ~ :th~ industry and apply a: fali.il _~.ii 
kn6wi4age t,~f i' o ompet it ive ~rlces and conditions in:the dr ~ti6ul~r, ~ ~~, 
f l e ~ '  ~ 6 ~ h Q u t " t . h e  C o u n t r y .  • . : .  i •  .•.: ..• . , i . /  ii". i ~ i~,iii~: j.:.ii' 

. . . . .  ~ . . . .  . . . . . . .  . ~ . • . . . . . . . . . . .  • " . . . . . .  " i "  : 0 " ~-~ :~knint~r~i~g.example 6f ~ differentfOrm of the development f 
the~<~i~nc fPie Of spec taitst-buyihg f~?found "in the"field'of sub's Istence. 
~n tht~f~e~d~s~eclaiist"buyihg was :w'orked~o'ut t~ough c~ordln~tlo~ With 
t~e~'/~r~~. ,' ~'~ ~[ll be ~Int'erestfng %o review briefl~ the-'~ransit~onl fn~; 
this field from ~pe&cetime ~methods :tO speClallstb~Ing ~hroUghC'o6rd~a- 

• • : " • " . . . . . .  ' ~ " "  L ' . . ~ ' '  • : ' " ' - "  ' " " ~  " ' ; : "  ~ ' " " ~ ' "  ~ ' . i  

tlon with the Army. • ~ ~. .-. :~ ~:.:.~ , .. ...... • ,~:.~. .-: 

~::The N a v y '  s p ~ e s e n t  o p e ~ r a ~ i ~ '  p r o ~ a m : f o r  t h e  p r o c v ~ ] e m e n t . d f  is.dbV/.. 
- - ~ ~ ~ - "  .... ~ - " ~  , ~ " s  d e v e : i o ~ e d ' " d u r l  ; ~  t~he• c O u r s e  o f  W o r l d  .War• ~I I. ~¢$tI~ 
t h:.~ :v"~ ~ : "  o ~Y ~r  oc u r  i"~g "b y e f f t c l  e h t  an-d o r d  e r  i y  'me t h 6 d~ : ' t  h e  .' t.nc reased ' 
~'~trles of" ~food requ~r~d. ~ Meth0dst~a~ h~dprove:d effic{ent ~nd " 

• ~ ~•~- ~ ~, ~~-~•- o.~ ~ ~ not s~t is-'ac t~or~: for Wart ~me ~c o~•~'it~0n~ • ~• ~h~c h o r ~ e r ± y  ~ n  pe~ . . . . . . .  -.~ . : . . . . .  , . . . .  . . . . . . . . . . . .  : ' ', - - 
w e r e ' : ~ + ~ @ d  by large requlrements for militaryandother governmen~aA ' 
agencies and by increased demand for food by domestic consumerg.""The 
most important change from the~peacetlme program of navy procurement of 
~#ubs~st~nc~ ' -supplies ~s ~e'~: ~oor&'inatt~Oh;"of~pur6hase~s:;~ t~h~t~he :~m~... 

.. ' At' ~he i'cd~enc~em@n ~oT'~ the w~ ~'tt ':b:eoame api~ardrtt t~t ~the :~pt&~y 

r@qui~6::"a ~ high :.~egree ~6£ C:6:or~i~at [on ~'Y ,t£e %.everai gover~entEl:: i" ;! 
~a ~@~cles -" ::In ~rde~ ;";ther~f~dr:e, to"m~l~@ ~He 'most :-elf ~c lent ~ ~use of !'~ :..i 
ag~ Ional f0'od ~res6~c.es::tile pr:o~rem:en~ ~ prpgra~"was ~h!.fti@~ from .t~:"/]. 
prewar system of strfdt"ly ~av~:pu~cl~as'@s'"t6 a program where~y ~hepro- 
curement of most of the important items was made by the Army for..the 

az~":~ " ~ ~" ' ' . " i  ':~ ~ . i .  . !  .... .. , ,  .... . . L I . . . .  , :" .~: ' : " :~: : ,  

::The f..~rs't: ~S~;LeP : tn the:icoords;na%edL p'rogram was taken in MarcH::t942 
when an :.agreem@%{ -"was readhed by" the ~Armed":~ervlces whereby .• the :pro- .... 
curementilof.~'a~ea fruits a n d  vegetal~ieS "~6r the Army, Navy, Martnei " 
Corps," C:~'ast ~G~ar~ and Vete"~ans A~m~ni ~t'rat~ion would be effected:~Y :~he 
Army. ~' Under ~ this program the requir@ie~ ~.IT0r 'the several services ~ .... 
showlng~.qua~tities and delivery'POints We]re submitted tO the Quarter ~ 
master General. These were cons0itdatedl and turned over to Army:F~eld 
Buying Offices in New York, ,~hlCa~o a/nd San Francisco., With quantities 
and destination points f0r~the •vendor's use In hand, the field bUySng 
offices negotiated contract'S :with the 'canners and allocated Various lots 
to-meet the needs of the clalmant agencies .~ Under this metho&of ico" 
ordinated procurement the inspection by the inspectors of the Department 
of Agriculture was under the admlnlstration of the army PUrChasing of- 
flcers " Purchases were made with a View to minlmlzing transportation 
hauls ~ and the requlrements ofthe several agencies were procured in the 
type 0fpackingt hat was required by them. 

, , • • • t" " & ' ' " - 
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The..e~Perlence with the prQcurement~ of car+ned fruits and ~getabies 
.. was so successful that the ProCurement of all major items Of nonperishable 

subsistence: supplies was by mutual agreement, placed in the Hands of~the 
Army. The procurement of perishables was also coordinatedwith 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 llke to say parenthetically that the success achieved in 
this field where the Army and Navy were buying id~ntlcal materials 
should not mislead us in appraising the possible benefits of coordinated 
buying where the materials required by the Services are not identical. 
Obviously):coordinated buying of widely dlssimil~ goods required by 
the Servlce~. presents a problem which is different from the buying of 
identical goods like food . . . .  

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 industry were ~mmense 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 
so much one of raw materials as it was of facilities. 

Open End Contracts, used to a llmited 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. Specialized steel buyers familiar with the industry were es- 
sential in this development. These contracts? which were based on an 
estimated six to nine months requirement, were drawn up with stated prices 
but with escalator clauses 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. 
• hus, 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 sections tended to become mechanized and largely 

administratlveJ By midyear 19~3 approximately 400,000 tons of steel 
per month were being supplied to the Navy on 0pen End Contracts, and 
the routine steel requisitions filled in the division on ~heconventional 
type of navy contract had declined to ten or fifteen percent of the 
total volume. Open End Contracts were partlcularly suited to steel pro- 
curement because of the general uniformity of prices established by the 
industry Itsel~ on .the basing point system. Placement of awards on 
steel products ~as more frequently determined by delivery time or des- 
tination.ratherthan by price. For example, on a procurement of nails 
for the Naval Ammunition Depot at Hastings, Nebraska, it was det~rmlned 
that two.mauufacturers were geographically favorable, one in Pueblo, 
Colorado, and the other in Kansas City, Missouri. Since prices were 

.: practically the same, the CMP commitments and delivery were the factors 
that determined which of the two plants received the award. Because 

: the spec~lalist buyer understood how his industrY did business, he was 
ableto streamline the contracting system. .. 

A~out midyear 1943, the steel electrodes, an item which had been 
causing considerable procurement difficulty on a price issue, were 
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assigned to t~'-~ f~r~ous metals buyers. The electrode manufacturers of 
the country h~"~devel~ped~_~a ~Z'~6ne :~ mystem ~nder which they quoted delivery 
prices. Underthis system t~@~:'Navy~wa's not 0nly prevented from taking 
advantage of 'lbw-prlce bIdS, bht was frequently rsqulredlt6 pay ~xces- 
sire freight charges. The steel buyers, knowing: produ~ti0n~pr0blems and 
costs, visited the plants, investigated materials and processes, studied ~ ~ 
price breakdowns and other pertinent facts, and using t~he Price Adjust ~ 
ment Board as their weapon, overrode the zoning system, and within a " 
period of six months effected a sa~ring~, to the Navy on stainless and 
carbon electrodes of $500,000. The specialized Jbuyer .knew his industry. 

Lumber procurement*i ~ presented many peculiar and. dlfflc~il.t ~.~a~e~. .... 
On i April 1943 the, pur0has~Ing responslbillty: for all: hardw0ods,i fa~ ~ '" ~ 
both Army and Navy, was placed in the Bureau of sup.pilesand~..Accoun~g; ~ ~ 
Purchasing of all softwoods for all serviceswas giveh[tO theJArmy~ L ~:'~ " 

At the same.tim~',i~he'~:0n~struct~on Division of the COrps-of • ~i-: 
neers of the Army w..a~S~t~e~>6~$r-allau~horlty for .all lumber procurements 
and was kn0wn as :.the Ce~%~al:.Procurlng Agency.~ The offlcer .in charge 
of lumber l~Urchasing in •t~he bureau, became Navy Lumber Coordinator a~d • 
served as navy representative at the Central Procuring Agency.. 

As was ~ possl.ble W~.ith other materlais, lumber~ sources ~ could not" be !~ 
develope'dC'tl~rough!~p!ant Convers ions, .new dyes, or 0ther"inno~ations . " ~" 
Nature alone g6verne~he quantity avaiiable~- However, the estimated 
shortagebf"f~$e-b.l!lloh fee:~ for combined Civilian and military re- 
qui~.enle~ ~'. Was ~o.$,.d~e to an i~.nsufficien~y: :of. s.~.fng t'imber, or even 
fac llit~es ~ bu~,~of.>~n~owe'~ ~to ' get.the " logs.~out,.~o~ ithe. ~~ods ~nd into 
the saw miIi~.: ~ T~h~l~ght:"of the .lumber Supp'l~eri i~particularly the 
smaller. 6~'ra~ors, iwho~w~e, v~ta~iy'.ine~'d~d"tb re~. c:.hl I the :~ ~fieta!~ wa,s.- the .-: 
sub Jec~,j6# ?~e~ailed/Co~•~eSsi=n~l h~ar/Ing s• Im~. Ma~" •19~5~ : ,It.-w~s reported ' ~ 
that 41iO160 ~ out .~ of," ~ c~t~ma~ed'~O,6~00""sa@'~mill~..in ~the ":Nat ~on. ~wer,e ~ corn- ., .. 
plete l~i ~ sh~t -~.,~, ~? ~he~' .t.h~r i' 'produ~io~-Was ~' nG~d :.aOst i ,~thAt. " ' ~.-~ 
t h e s e  bp;e~a~o~-.wer~ i b e ~ ~  ~ b y  (-~).i, a~ .sh6'r tage~.of~.ia~vai~a~l '~m~O~e~, " '~- " ~:"~:: 

the ne'ces~ity" o:~..~a:in:g:"higl~er cos~s::~'~a~":th~y: had: t~ pa~:"at.?.th~ time" ..... :-: 
the ce l l'i'ng pr:'c.e~.., O n:~.~er were s'e.t t :?Thes~ d:f.fiC"U'l~:e's w.:~e:: ;in ::~ .. ~-... .~ 
tensifle~ by the:: f&c~ that lumbering, :ii-ke 'farmi~ ~" :~s .':6t~e :of.~t'~ .~o~'t: " :',".:' ~: 
dec entra:i ~:ze d' lh&us:tr:ie s : Of the~ country,-:?w-lth some "20 ~000.: :~rge. ~n~~ ?-:: ; ".: 
small produ¢ers O.ger&t:~ng fro= M~:n.e.i ~"P~g~t--.~ouna:::: .Its-:~c: the~..~x~ <~'.; ~,-'',:,~ 
perlc'nGe":of .spec $:list lUmber buyer~!"to Co0~.ilnate 'th:s::fhhustr~:'~o~" :"?::.~ 
w~-r p~oduct ion ,..-:: ...The r.~f ore : tO::. m.e2.'.t ~.t'. ~~ ~e ~ pr o:ure..me nt/prGb l~S: ,~.: '~.t'. : :~':':'.: 

pe.rience ,: ~ho ::mnaers~oO: '~ i~s: pecui~a~:' ~Ob ~ems.~: ~r~a.,Vi~e: ::h~d.~:~r, son~: " 

" Another/.prebl:em:pec~lilr'. toJ.:LumS~::~n::/~ui'!.::hg~:M~te:r~.~: P ~ure- 
ment was the change • in the..:types, of"~ter~als~eqalr::d~:-~s~:,the,.-w~:prog ' 
tossed. At the outset ~mmens.e q~ant::t'ies~:of,~.l~.b".e_r':'w~e:.r.e:U~i.~{tione::: 

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



for the ~rection of barracks, cantonments and  loa~ing docks. While 
housing requirements for the large recruiting programs were being ful- 
filled, Supply lines grew, and some 500 milliQnfeet a month of dunnage 
quality lumber was requir@d to meet the demand for export crating and 
packing. The total lumberfprocurement for the Navy from the beginning 
of the war to midyear 19~3 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 ftu.ther study. In 
closing I would llke to express again my enthusiastic interest in your 
program and its farsighted policy. 

G~AL ARMSTRONG: 

Captain Austin, you spok e of theproblem 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 dldyou have to develop that llst and 
find those people afterward? 

CAPTAIN AUSTIN: 

Wehad to find them afterward. 

GENERAL ARMSTROI~: 

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 quarters in an emer- 
gency. I am glad you brought that up, because that is one of the 
things that needs to be done in preparation for future emergencies. 

GENERAL ARMSTRONG • 

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

CAPTAIN AUST IN: 

That is 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 ~hinking not only of reserve officers, but of civilians 
coming in for a short time. 
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. . . . . . . .  " , ~ . ~ : i " f :  ~ , ,  

CAPTAIN 'AUSTIN::~' ,,: .... ,.'~..,, : . . .  ' . . . . . .  -. "". :,'.#~ , " .. 

,,Tha. t is what I have ih'm~nd.. '.T think t..Eat-pOsslbly there,,woul~ be. 
mor@ '6~ ~them.'.wh~ ,would..do it if they were attracted as reservs..ofri~6~r~. : 
We hope to solve L.that, .p~oblem by having. off$cers on regular duty Who ~ 
can Interest those ~pe0ple, who~will ~,~uowwho"th~y"are ,and at.least will 
kno.w. .where  t o  g o ,  -. Now.~ E o w ; f a r  t h e ~ . i c a n l  goi,"iU:'indue.mg .them~ ~ t0  ~ g l v e  , 
s o ~  ~tlme ~ o r  t a k i n g  c o u r s  e S i  a s y o u s u g g e s - t l ; .  ~ i  s a n  open q u e s t i o n  i n " m y  
mind. I think after world"War I/we .had, a. very diff-~c-ul%: .time"in%ere'st~ng 

people in any naval reserve work at all .... .-.i" ; " ~ ~ ~?; " i' ! • ,~:~,.,-ji 

• -~-" 2 ' : . ' >  • ~ ' ~ i ,  • 

GENERAL ARMSTRONG: 

" ~ '  D o y o u ~ h i n k  i t h a t ' a '  m 0 ~ e : d ~ c e n t r a l . i z e d  o r g , n i z a t l o n  o f ' B ' u s a n  ~a ' ' ' ' ' '~ '  
would accomplish' a greater~egree :,:of effect.lye relatZonsh.lp. ~b~twaen in- 

dustry and the Navy on th~s'•front?. : ..... . . '~ "+ ~:: ~<~'~ -..--,,., 
. . . .  : ) . . . . .  

CAPTAIN AUSTIN: ' ' . . . .  ': ' • ~' i .' : .::~",,'i .." ..,. 

One of the disadvantages to any proposed decentraliz~tion..is, that 
we would have one activity bidding.against another, one organiZat~'On'--' 
bidding against another in the same line pf procurement,,-, TO, our minds 
it is better to keep purchasing centralized, at least to a very con- 

t r o l l e d  e x t e n t  : i " , .~j , ,  i~,'. ~.., ..~ ~ ,:.-~ .~ 
: " ~ . . ~ .  • - ~, 

But again I feel that, if we have offlce~S, ~as-we hope,,t.9, ~have, 
who are specialists in these various fields, they will be abi~@ to carry 

~ii,~'o:~ i'Imi~ed extent.thls decentralization to Industry-" TheY: .wil-1, as I 
.... say.'): kn6w ~ h O " t h e  p e 0 p l e " i n  particu-l~r,, i n d u s t r i e s  a r e .  ' W e : h 6 ' P e  t0 ' . ' -~ave  

.o . f f  icBrs: who:-' might S p e n d " s o i e  ~: t l m O  w i . t h :  Industry ~tse ~ , f ,  because one 
. . . . . .  pro~'iem,- o f . . . c o u r s e ,  "~is~ to U~aerst~n~i tho ~ pr.o~lems o f  indUs.trY" when it 

" c o m e s  ' t O  m o b ~ l l i z . , i n g - o t t ~ ' . r  e s o t ~ r c . a s ~  ii: ~ , .: . : ~ "'" . i : !  . , .  i.! 

we are reco mendi   that o come a art o iourl po st i : ollcy. 
~., ..At least, hundreds of officers in the Army are going to indUStry." There 
• ~""~: .is no reason why~that s~ould not be done in the :Navy:~,..il--;. ~ ,: ....... 

q u e  . . . . .  ~ .  < G e n t l e m e n ,  a n y  s t ~ b n s  ~? " . . . . . . .  ' ~ " "  

~ . A STUDENT: 

• '"~" "~ in connection with the employment of these specialist buyers did 
you have occasion to use any personal'servlce contracts? 

~CAPTAIN AUSTIN: 

We did employ som~ 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: 

Certain Austin, people like tl~at can beemployed ~ithout comm~sslonlng 
them as officers For instance, I might state that I employed some fifty 
buyers in Chicago on personal service contracts. 

CAPTAIN AUSTIN: 

~.!e did 3 too. In specific cases ~.~ had men ~ho ~.rere under personal 
service contracts for various reasons. But gener~lly our men ~¢ere in 
uniform. 

I think one reason for that ~.zas that we could get men of very high 
caliber ~.zho would ta/ce a small salary such as that which would be paid 
them as an officer, in consideration of wesring the uniforr~l. I think 
they felt it to be a considerable recompense to be a part of the mili- 
tary organization which sot the supplies to the front. 

GEI~E.RAL AP~V~TRO~G: 

Are there any other questions? If not, Captain Austin, I want to 
thank you and conggratulate you for a most excellent ta]/c. 

( lk Yarch 1955--200) 
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