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QUARTERMASTER PROGUREMENT!
11 March 19L6.

GENERAL ARMSTRONG:

Gentlemen, this morning we are going to hear from an officer who has
a very distinguished record. Although he graduated from the United States
Military Academy in 1918 and was commissioned in the Corps of Engineers ’
in 1942 he was picked up unexpedtedly and bodily out of the Armored Forces,
where he somehow had gravitated--as I told him just now, I do not know
how & man from the Corps of Englneers had such a variety of assignments
and duties--but he was teken right out of the maneuvers in Tennessee and
told to become a quartermaster; and he has been acting ‘as a gquartermaster
ever since, Not long ago he transferred to the Quartermaster Corps. He
is actually Assistent to the Quartermaster General and is now the Dirsc-
tor of the Procurement Division.

His great contribution to World War II wag his work in charge of “the
Fuels and Lubricants Division. He has coopera.ted. with the Industrial
College a great deal in the past on the problems o:f petroleum, in which
he is pa.rticularly well qualified. . :

He did not serve as . the Director of Procurement in the: la.te war, It
is, I suppose, somewhat é.ifficult for him to add:rress you .on that eu’bJect.
But, knowing General Peckhem as I do, I am certain that his kmowledge of
this subject is entirely adequate for presenting the case for -the Co
Quartermaster Corps. - His subject is ."Quartermaster. Procu.remenﬁ." -
Gentlemen, General Peckham R . .

.GEI\IERALPECKEAM

General Armstrong. and. gentlemen, it is alvays a pleasure for me to
come. over to the Industriel College.- I had the pleasure of talking here
perhaps six months ago to a smaller group of faculty people and research
people in a petroleum seminar., At that time I talked about the work of
the Fuels and Lubricants Division of the Quartermester General's Office,
vwhich, as General Armstrong has Jjust indicated, I know somewhat more
about than I do on my subject for this morning. ‘However, by research and
talking with my people in the Procurement Division I have attempted to
got together the story of the problems which confronted the Quartermaster
Corpa in its procurement in World Var II. :

Mobilization for modern war 1is a gigantic task. The expansion of an
army from peacetime to wartime strength places colossal demands upon in-
dustry. The speed with which industry is-able :to meet those demnds
might determine the final outcome of the war.

We entered World. War I without a plan for the mobilization of in-
dustry. The bitter experiences of those days illustrated the necessity
for making provision, in future national defense plans, for industrial
mobilization as a concomitant to the mobilization of manpower. Conse-
quently, when the National Defense Act of 1920 was passed it placed
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responsibility upon the Assistant . Secrotary of War for "assurance of ade-
quate provision for mobilization of materiel and industrial orgenizations
essential to war-time needs."

The Quartermaster Corps, in carrying out its portion of this mie- - .
sion, established nine Procurement Planning Districts, the boundaries of
which conformed generally to those of the nine Corps. Areas..mnu.,

It wasg. contemplated that each of the dlsbricte would thdy all in- >
dustrial facilities wlthin 1its area with regard .to procurement poesibillr
ties for items of M supply. The practicahility of . converting. peagetima:,
production to meet the supply needs of the Army. was analyzed, .and,esti~. -
mates were mede of the. total production obtainab;e in..each q;atrict. o ohe

L By the eummer of 19h0 Quartermaster prpcurement planning officers
had. extensive records, indicating the.actual and\potentia;.productive .
capacities of the firms in their ereas for manufaoturing -the. parxicular
items to be purchased. -From these surveys, "schedules of production” had
been agreed. upon showing what amounts of specific: items the surveyed fa-
cilities,were prepered and willxng to produce in. the; evant.of an : Ce
OWOYEENCT s il iop ) "o et afL U cE L bk

These schedules in no way bound either the firm or %he Government in
any contractual relationship, but merely indicated the.firm's.capacity .-
and villingnees to enter.into a contract if. procurement»of the product .:
became NECeTBAYY.: It was planned that .on M-day Lormal contracts would
be negotlated.in each procurement district for goods needed to meet the
mobilization. reguirements of that district, . Thus this plen. contemplated~
a8 decentralized procurement organizatmon. And in 8 defenee plan this ;. .
basis appeared sound, It was reasoned that if one section of the country
were invaded--if one district were cut off--the other districts would be .
able to operate unimpaired.

ri on the'oxher hand,wthe peacetime procurement organization of the.‘,_
Quartermaster Corps had been,deve;oped for efficiency, Duplication of
effort had been eliminated as much as practicable, Centralization of
purchase responsibility for, basic itcmp had become the cornerstone of
Quartermaster,procurement.',“ - A s O

Under thia eyatem certain claspee of items were allocated for pur—
chaee to indzvignal depote,. All footwear, for. example, wag contracted ,
for by the Boston Depot, clothing by the.Philadelphia Depot, motor: trang-:
port items by the Holabird Depot, and tents and manufactured canvas arti-
cles by the Jeffersonville Depot. : The .depots drew .on. the entire country
for their requirements, : i ~'A4, R T

. There was also, of course, a subetantial amount of regional and o
local buying. For exsmple, Quartermaster installations in the distrib-
uting areas procured within. their respective.areag all Quartermaster sup-
vlies. of a general nature. The ;posts, camps. and etatione madeslocal pur-
chases .of . subsistpnce and ma;npqnance iobe;na,.r :
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5+ Under the' law, &t that tims, ‘mupplies could be purchemed without ad-
- yertising only under certain exceptional circumstances or‘when a .public
exigency requiréd immsdiate delivery. Such restriction upon . the award of -
contracts was incompatible with the mobilization plan, which called for
_the negotiation of contracts with allocated facilitles located within the
geographical limits of the districte. . . . = . ootnoe ;

... - .The emergency procurement plans essumed that the crisis precipitating
 M-day would 'bs' of such hature that immediate legislation would suspend the

normal peacetime methods -of purchase and set the mobilization plan in
operation, , _ O P T

: As. it turned out, the transition from peacétime to war conditions was
very gpradusl.” Ah M+dey wes never recognized and no authority was granted

to resort to the system of negotiating allocated orders in the manner

. ‘i contemplated: in the'InduétrialedbilizationfPlén.pnti;»aftenjthe wvar vas

i declared.

. Harbor, it was neither necessary nor: desirsble to convert the "Schedules

. of -production”into contracts.” Formal advertising and competitive bidding
continued, and orders were placed without regard .to.the ‘allocation
boundaries" merked out for the various supply services; the methods pur-
sued were far from those contemplated nndex.theAppocupemanth;anning
Cgheory, ot oo o - P

' ,‘,u;Whenfthé’augmented“purchasing‘pfogram;wqgﬂibiiiated; bafoié Pearl

By ‘the ‘timé war was declared, the Quartermaster Corps had .gone in for
such heavy procurement with little departure from normel peacetime methods
that it was feared a change-over to the industrial mobilizetion plens )
would confuse industry end might prove disastrous to the war effort. So
the war plare were abandoned and the planning orgenization-itself was ab-
:sorbed by the procurement depots, where our purchasing officers looked
© forward with confidence to their iﬁcreaaéd.responsibilitiesﬁ S
A . - One of the First problems to present itself, as orders for hundreds

. of thousends of units began pouring in on industries geared to produce
only- hundreds of units, was the shortage of raw materiels and component
parts. As the program unfolded, critical shortages of rubber, hardware
components, lsather, some types of cloth, duck and webbing, steel, copper,
. alumihum and other metels, machinery, repair parts and small tools made
~ itimposaible for contractors to meet their production schedules.

. The priorities system, established early in the emergency, did not

. ‘prove. practicablé for controlling materials needed in war production.
Quartermaster requirements--at least 90 percent of them--were given a com-
paratively low rating; end many of our contracts were delayed for long
periods becausé the Quartermaster Corps had not been aseigned ratings so
high as those of other services competing for the same materials. Sup-
plies on order by the Quartermaster Corps were often "1ifted" by other
services by the esimple method of placing higher ratings on them. Industry
became priority conscious, and many concerns refused to bid on Quarter-
master requirements unless assured of preference ratinge high enough to
enable them to secure the necessary materials and component perts in tine
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to complete their donbr cts.ilfthe Quartermaster Corps was to fulfill

successfully its great responsibility. of feedins, clothing and equipping
the Army,:the bottleneck. crea.ﬁe'&‘by -material s};émtagesz anathe priorities

system had to be brokeni.: ... °

I
ST

Tl s e P . s Dy Bt e T
g Thie ‘Procurement Division, Office of The Quartermaster Géneral, there-'-«:. '

fore, 86t up.s systen wider which productiod ‘délaye caused by material .

 shortages were repdrted immedistely. -Upon receipt of such ‘reports the ™ - 1
Procurement Divigiciits "Glearing house!. spoured the country for the metes i
rials or machine tools reportsd to be lacking. " .. .. TN oo

DR SN S
- Ancther step ‘taken by .the Division included an examination of  specis U iv
fications with e viewcto;utilising adequate substitute materials. Canteens ' .:
and raincosts are two: good: examples of .the application of this procedutes

Before the war canteens were' made .of aluminum, - The shortage of alu-
minum eérdy in_ the production program ceused stan rdization of enameled
canteens,: buttheise were. found unsatisfactory. They wets not strong ehough
--the ‘enamel .chipped end,the metal underneath rusted. New specifications . ..

vere developed Por‘the manufacture of ‘cantesns from stainless steel,’ Al-tio.
though: this. matérlal had never'béen:used for:this. puxposé before, by Feb-

ruary 1943 stainléss wtesl ceniteens vere being mbnufagtived in.largs: "

enough quentitied ‘t&meet requirements, . i

: S U S S fe - e :' e : :""
“ ‘Soap.after war was declared, the use of ‘rubber ip, fairigoat production-
wad prohibited, E¥periments developed a synthetic matérialy”and a rain- o
coat which would:sérve  both In the: tropics and the Arctic was nmade from it
But’ difficulties thinediatoly aroses . ;. ' - ivel SRR

REC TER

R N,

o iy

"“Gopmexgial production ‘I “peacetime ‘amounted to only ore and  Nplf
million raincdats’per: yeer. ~The army,program:called for Ii:million coats,
Menufacturerd hiad no -experishce in worklng with this new materlal; they -
$4ex6d& the necessary know-ow.  :80.the ‘Qua¥termester Corpe called a series
of tieetinga of ‘811 producers who might be able to produceé - the mey raincoat,
and meveral, contracts were let.. After a short while 49 producers were at
" Work,only 12 of whom had ever produced raincoats before, In July 1942,
40,000 raincoats were produced; and by Jenuary 1943, 850,000 were dbeing
turned out every month. T

One pert of the over-all program that helped immensely was the trading
of methods and personnel back and forth between the producers. If one con-
_ cern was having difficulty with a certaln phase of production, the Quarter-
master Corps contected another producer who had solved the problem, and
brought the two together. Sometimes the one who was having the difficul-
ties sent men .to the other plant for a few weeks in order to learn the
process., This industrial cooperation was fostered throughout the entire
program snd contributed a great deal to its eventual success. :

The position of the Quartermaster Corps under the priority system im-
proved under the Controlled Materials Plan, whereby the available supply of
gsuch critical metals as steel, copper and aluminum were allocated among the
Services in proportion to their requirements.

.
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To give the contractors assurance that they would have materials
needed to complete their contracts, the Quartermaster Corps became a
supplier as well as & buyer. It furnished wuol to the spimner; cloth
and buttons to the tailor; canvas, grommets and rope to the tentmaker.

Realizing that long-range planning was a primary requisite to smooth
production, the Quartermaster Corps went about the task of scheduling pro-
. duction beyond current requirements. It was believed that this policy would
meke possible the planning of requirements in line with available capacity,
would permit advance enalysis of potential bottlenecks in production, and
would sssure industry of a stable basis on which to do its plenning.

The firet step in setting procurement objectives and accomplishing ade-
quate productiod planning was the determination of military requirements on
a long-range basis., To keep industry operating at an even tempo, the sup-
ply program was made to reflect accuretely militery needs and was corre-
lated to the potentialities of industry in the light of available raw

. materials, labor, productive capacity, power and transportation. There
vwas gradually developed a practical and dependable approach to ‘the prob-
lem of planning, directing and controlling contract operations. ‘With the
formulation of the Army Supply Program and the allocation.of critical
materials, item schedules were adjusted to the lindtations of available
materials, and allocations of these materials were specifically earmarked
to meet these schedules. A Master Production Schedule reflected the of-
ficial monthly requirements for each Quartermester item., Procurement
plans and procurement directives were made to conform to the Master Pro-

~duction Schedule. - ’

The computation of long-range requirements, the placement of contracts
with facilities in line with their productive gapacity and on the basis
of continuous production,end the realistic planning end scheduling. of pro-
duction and delivery--these Quartermaster policies have mede for excellent
relations between contrecting officers and their suppliers and have. proven
“of inestimable value in maintaining production at required levels.

: 4‘“In;oxdéb to protect the Government adequately in the negotiation of
contracts, the_Qhartermaster'Corps adopted a Cost Analysis progranm.

' It was felt that the procedure of informally negotiating contracts,
under the existing abnormel merket conditions,  might result at times, in
prices which would be excessive and unfair to the Goye;nment,- g

o Therefore the comtracting officers in all. procuring depots were in-
structed to obtain ‘detailed cost estimates from bidders on 2ll major pro-
curements, A Cost and Price Analysis Section was set up in each large
depot to digest this cost information and to bring to the attention of the
contracting officers for their use in the negotiations the cost factors
and price compoments which might eppear to be out of line.

The Cost Analysis Branch in the Procurement Division, Office,
Quartermaster General, expanded the depot program to provide on many of
the major items of procurement a cross section of manufacturing costs
actually experienced by & representative list of contractors., In meny
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instances, field etudmee were made of the costs of contractors whose sub-
mitted figures appeared out ‘of line. Where it was found: that thé estimates
T yere not realietic and. the profits made or likely 1o -be made ve¥e exceselve,

- the! matﬁer was brought to. the: attention of the contractors end efforts were
made to re&eternune the price on a fair beeis. L : : .

"~ One’ of the serious etumbling~blocke ‘which troubled proeurement officers
in all ageﬁcies of the Government was interagency gompetition fof similar
ltems. Duck, webbing, bedding, canvas, textiles, burlapbage ohinaware,

- entlery dnd silver were typical of the many claesee of. items being phr-
“ehgsed independently, not only by various procureppn@;egenciea within  the
Army, but algo by the Navy and the Meritime Commipsdqn~ ‘Thig: uncoordi~
nated procurement.of similar items:of eupply created.s bed competitive -
condition which d;srupted ‘the price- structure, resulted.in thé ‘plécemsnt of
impossible delivery demands,dislocéted" civilian requirements” and prevented
the equitable allocation.of eeeential materialau " S

: e . oot ghulion WmeTd
¢ It was read;lyqagpanenxrthat mﬁch‘gépd'cou;g\be ggxned*hy,pceling the
purchase of. theee.;tems, and. &sslgning to- one ageney the. reeponeibility-for
‘dstermining 8ver-all requirements’and’ for”proraping,the»maberials ahiorig the
otHér agen'jes 1n accordance .with’ the' ever-all needs: of . theowazy prbgram.n
Ebnce) procedurea .yeye werked'out - for- the de%ermination of irequirements’
and “thé 4116tment of applicable funds by the agencies participating in the
‘pool, :

A R EXS
..l:»n-:.".' A
H

DucE and weﬁbing,were embng the- many items for which the Quartermaster
Corpe-Was deeignated as the-centraléphrchesing agency,. Army requiremsnts,
togetheruwith ﬁhoee ofi the Britich and other Foreign Purchasing Missions,
placed a very heevy load .on: the duck~and webbing industries throughout the
wary Seme‘two weeks, efter Pearl-Harbor, on the recommendation of the Pro-
curement Aéeignment Board, the Under Secretary of War placed the purchase
of canvas, duck an@‘wehbingffer~all Army services in the hands of the

Ouartermeeter Corps.;3,,;34 g

As nearly as. could be determined, 200 million yards of duck and 300
million” yards of . webbing would .be'needed in the first six months of 1942.-
The' capacity of industry-wee nowhere near this figure. Something had to
be done at oncé.

Repreeentativee of the cetton duck industry were invited by the -
Quarteriigster Gbnps to a meeting, where a thorough discussion of the
problems‘inyolvei brought to light several new methods for increasing -
productiof)’ ’Subeequent meetings revealed further methods for. 1ncreasing
production; 'but in spite of every effort that the duck producers put forth,
additional productive capacity had to be obtained Y .‘:;;,ﬁh.*.

It was neceseary to have the W P.B. 1seue a freeze or&er, 80 - that all
duck would be available for military neede* and cqrpet. tapesiry, wpholstery
and plush’ manufacturers were given. eveby possibie aid by the Quartermaster
Corps in:their conversion to the production of duck.

Much the same problem was met in the production of webbing. The heavier
types of webbing, particularly, were needed and were in very short supply.
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Factories producing elastic: webbing, ribbon mills, and automobile webbing,
asbestos braks lining, and velvet manUfacturea vere conyerted and nev
looms. were:builb, ' \ v

By the end of 1942 the Quartermaster Corps. aad purchased enough duck
~ to erect an assgembly tent the width of a New York City block extending.
from Washington; Ds C., to San’ Francisco, and sufficient webbing to. make
& web-walst belt which would stretch from the earth to the moon and back
and encircle both,

- An outstanding example of the benefits of coordinated procurement of
clothing and textiles is afforded dy the Armw-Navy Purchasing Office, vhich
. was established in New York City during the spring of 1945, - It was found
that certaln manufacturers had been reserving their entire output for the
Army or the Navy. - Others came into the picture only. occasienally. Com-
bined action allowed an exchange of information on,contract procedures and
costs, and permitted the écontracting officers of both departments to have
combined knowledge of the experience, reliability and capabilities of the
manufacturers. 'In the case of common items, it beceme possible.to deter-
mine the relative urgency of the requirements for the two Services, and to
allocate output in such a manner as to prevent critical: shortages. The
industry has been benefited too by this service, by having cne centeral of-
fice ta go to for full information on all mwatters related to the supply of
clothlng and textlles to the Armw and the Navy. o

The importance and complexity of the procurement problems of two
general classes of Quartermaster supplies--Class Iand Clags IlI--were &0
great that eeparate»commodity divieions were established in the Quarter-
master General's office during the war to handle themp-the Sub81stence '
Div1sion and the Fuels and Lubricants Division. -

Subsistence has several special chsracterietics that must he kept
in mind if ve. are to~understand its procurement‘ S

: 1. It is: a‘“must" item. Lvery soldier must have three meals a day,
starting the day he reports &t camp and continuing until the day he is
diecharged. ‘ v

A1l subsistence 1s periéhable, Its keeplng qualities vary with
the items and with the conditions under which it is stored, -Inventories
must be kept as low as possible to still insure the supply. While we
speak of perishable subsistence and nonperishab]e subsistence, &8s a matter
of fact, all of it is subject to constant deterioration.

- 3. Subsistence is an item of great interest three times a day, not
only to soldiers, but also to every inhabitant.of the. United: States. We
must, consequently, teke action to take out the supply necessary for the
~ soldiers with the least possidble impact on the civilian supply.

L, Price ceilings must be observed if the.cost of living is not to
rise sharply. The civilidn population does not need an airplane or a tank
or a machine gun in time of war, but it does need subsistence three times
& da-y.

i
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4 5. Subbietence supplies mist be pbtained as ¢loss 6 the'point of
- "pxtédﬁctign a8 poseidle;: to. prevent, 4iplocations. in the tradé'’and to place
' ag much’ ofthe: price:as’close. to. the. producer.as possible; vhere it will

L gerve to-stipmlate production. -

 tot RETIES S O S £
ST N Y e L

N I I A T (T I It nife f \ . . -
S8 U6y Sensonmlly produced, dtems, such as canned goods, dalry products,
““and’ potil'trly ‘products;, gt be taken during the geegon of production, to
' ingure adequate supplies for. .the Army .and.to prevent dislocation of the
c'-f‘i’if‘sﬁl":?]-yu LR CON I S Lo ‘: ‘ A,) . o L K PRI
477 BRiGE 0" the-way, subsistence, with ‘the exception of ‘canned meats and
' onle’'GF twWo other: items, wes-not:gtocked, buf was prociired by local purchase-
or for direct delivery to uming stetions, This was s gound method ‘fn - time
of peace, when a very small army was spread from Portlard, ‘Maine, - to-Manila.
By this system'we: made-use:of . the:commercial. digtribution facilities of the
* ‘couitiy and-saved:the expense of: operating.our. own distribution system.
"Hpﬁd#er;;itlwas:very’naeessary,-as,thefAf@y7$§§§t§q\ﬁo;gfow;‘ﬁq’éétablish
‘our’ owni” system of: distribution, as inno other way could the large number
of troops in thie country and especially;those. overseas, be adequately’
Suppli’ed. R R AR V. aar ol PN

Nonperisheble subsistence. is moved by mail ‘aid ordifary Treight end
. 1s stored in ordinery warehouses. On the other hand, perishable: subsis-
© ténce 14 moved by telegraph and refrigerated cars and is stored in re-

frigerated warehouses:. In the Army, as in c¢ivil business, they require
two separate organizations. TR e e e T

b UiSIntnakihg ite:own digtribution system for subsistence, the Army es-
tablished central purchasing depats for nonperishables at’ New York,

 Chicago and San Francisco,.sach being charged with those commodities: for

" which those cities. were: the ugual commercial headquarters. New York was

charged with the procurement of, ajl, sugar, coffee, spices dnd similar items.

_ Chicago purchased all canned meats,canned vegetables, Geresls and special

" rations. ' San Francisco was responsible for the purchase of all canned

 fruits, ‘Bach of the central depots.operated as & purchasing agent for the

- "

others on ‘those supplies not charged to .1t for procurement:- -

. A market center hbadquértéréfﬁaé'éégéﬁiiéﬁéd*ihﬁéhféago“éepafately from
_the ‘Chicago- Depoty which purchased the nonperishables, to superviee the

" progurement of ell periehable supplies ¥hrough 37 merket centers located

' tRroughout’ the ‘Untted -States,: with one in Canada for the supply of the

Northwest Service Command. The market centers were located conveniently
for the supply of the troops in their areas and were connected with' the
merket center headquarters in Chicago by teletype. They purchased sup-~
plies locally when they were avallable and when it was advantageous for

the Government., Carload requirements were transmitted to the market center
headquarters by teletype, where they were relayed to purchasing officers

in the producing ereas for procurement and direct shipment to the camp or
distributing point.

The establishment of the market center system was an entirely new
method and was a departure from any past experience. It operated very
successfully to supply the Army in this country with a greater proportion
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- of perishables than the Army hai consuned in time of peace and- to’ fomard
very large qusntities of froz#i meats and poultry, butter, cheese, citrus
fruite and vegetables to the troops overseas. The forwarding of refriger=-
ated supplies overseas was controlled by the market centers in the ports,
which retained the reeponsidility for the supplies to the docks alongside
the ¢hips.” During the month of April 1945, approxmately 160 million pounds
of perishable cargo were forwarded from the port of New’ York alone, of which
approximately 42 million pounds were frozen boneleae Yeef. The total pur-
chases for the market center system in the fiscel year 191&5 were approxi-
nately one and a helf billion dollars.

Vhen supplies are sent overseas with an army, the proportion of each
item that’ ia sent determines the menu ‘that must be used by the troope. It
becomes necessary, if the subsistence supply is to be satisfactory, to
meke up stendard menus, which serve as the basie for subsistence require=-
ments. These menue, and the requirements for subsistence, will constantly
change due to the facilities that are available overseas to care for per-
ishable supplies and to the type and activity of combat. During the time
the troops were in England, a considerable proportion of the rations used
could be perishable, since refrigerated facilitise and refrigerated rail-
road cars were available. But as soon as the troops landed in Africa or
on the continent, a high proportion of epecial rations (X, C, or 10-in-1)
was necessary for the troope in active combat. This constant change in re-
quirements required the placing of contracts only so far in advance as
wag necessary to insure production and to obtain the maximum flexibility

in supply

Some iteme, euch ag’ dehydrated vegetables , oggs and milk, were highly
important in the early stages of the war, because of the lack of cold etor-
age facilities overseas and shipping space. Later in the war, as ships
and-cold atorage became available, they were of less importance; but it
was etill necessary in'many cases to build the production capacity and to
'engineer the impro‘srement in quality of dehydrated foods.

. The" subsistence progrem is one of the best examples of combined
buying for the Army and Navy. During the last two years of war; the Army
purchaged from 80 to 90 percent of the subsistence supplies for the Navy
and Marine Corps, thus eliminating competition and the neCessity of
- carrying reserve stocks by each service. '

: The Quartermaeter Corps 1is reaponsible fcr uhe procurement ‘of all
petroleum products for the Army with the exception of fuels and lubricants
for Army Air Forces aircraft and a few other special products such ag
lubricants and- greasee for weapons ’ cutting oile and rust preventives.

- The Army-—Navy Petroleum Board wae established as an agency of the Joint
C.'hi:;ef,q of Staff early in the war .to coordinete the petroleum affajrs of the
Army, Navy and Army Air Forces. The three Services transmitted their re-
spective long-term requirements for the various products to the Army-Navy
Petroleun Board, which combined them and submitted the total requirements
to the Petroleum Administrestor for War, who was charged by Executive Order
with the responsibility of insuring the supply of petroleum to the Services,
ag well.ag to the other Federal agencies, our war facilities, end the
civilian economy, .
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The Army-Navy Petroleum Board made the determination as tb which
Service would procure each petroleum product for each theater of opera=:
tions; and forwarded the monthly theater requisitions to The Q,partermaster
General and the other services for action, If the product wag Fequiresi in
bullk, the Office of The.Quartermaster General: ‘ayrenged: ‘for* 41" supply ’by one
‘of the 01l compe,pieg ; and- directed the appropriate depot’ ‘¥0 ‘meke’ the' pur-
~chaseé, B'uﬁ; products were normally held in fndustry’s: ' termingls’, e:t which
“ ténkers, loaded, direct;and then moved tothe thester.' *Whére rofinery siorage
-was inafequaté, Joint Army-Navy pools were eét:up,’ i ﬁhieh" *‘16“ -Ed-a.ay
level wae held to 1nsm:e flexibility in loading ta.nker&"

“‘ ’ Packe.ged. prgq,ucts for overseas shipment were hel ok in depo*és a.?xd e.i‘,
holding and’ reconsignment points and in-industry's owid Wdréhouses. ‘Storage
-gontricts with the oil industry conserved Army warehouse 'ahd edved héndiing

and traneportation costs. .

sy Sy {-"'"' L

Petroleum supp,ly to poe'c.aJl oamps and stations i this country was im-
meecsurably eim;:lj.f;ed, by the -excellent: marketing: end: distribution facili-
ties of ‘the ol in@,nstry throughout the. country. Aldrposts, canps: and
sta:tnons vécelved quaxterly allotments of funds’ earmarked for the pur-
ichelse'of petroleuq prod.ucta - and. they, ordered their owa supplies directly
from the commercial congerns. listed in:officialibulletine;’ with whom
open-en& c(mfrecte were negotiated by the Quartsrumaster: Corps for- engine
oils and- grea.ees 1 DY, the Procuyement Divigion of.the Trédsury’ Department’
Tor” gasolines and fu‘él oil, and by the.Navy: Déparsiwnt for certain: Navy -
symbol’ QllS igsd. by the Army, : -By.this decentralization ef: iptircheses” 1n}
the" Zone of the ?Interierl V' (E .ayoided the.necesgity for: centralized Feget
uisi bioning and purqha.ee,@.pd the uee ~oftArmy:depotes ‘j‘ b B

ey e FprmopedidOspotti GEMES Wremn e

Thr&xghou’c the war s the production and refining facili’ciee Sf" ’ohis
country and our Allies were taxed to the utmost to provide the tremendous
quantities. of- diversified products: required. ™ Sbmiannually representatives
of the United States and the British:Government met,: alterna‘bely in Wash-
mgton and’ London,; to. integrate. the requiremente ‘of “the’ Allied Nations,
end to determine how: they would be mst. .Théproduction, refining end
transportation programs of: each country were‘ then arranged 8o as to im-

[

plement the approved.supply plami;: o (7TaLoe
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Now, before closing, I want to mention briefly several other activi-
ties which had an important part in the Quartermaster procurement progrem--
labor relations, Smaller War Plants, O,P.A. price regulationa , and contract
renegotia’cion. .

Prior to the emergency the intereet of the Quarternaster Corps in
labor matters was largely confined to the inclusion in appropriate con-
tracts of clauses calling for compliance with applicable labor provi-
sions. With the advent of the emergency, however, labor matters came to -
play a crucial part in the Quartermaster procurement program. Recognizing
that harmonious labor relations and increased labor productivity were basic
for an acceleration of production, the Qua.rtermaster Corps became vitally
concerned with the:maintenance of satisfactory labor standards, the re-
crultmen‘c and training of an’ adequate labor supply, the removal of discrim-
ination, the -avoidance and’ ea.rly eettlement of le.bor shortages, and the
stimlatiom of. labor mrale. Rt S .
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© A Laebor Section in the Personnel Division, Office of The Quarter-
master General, directed and executed this progrem, end closely coordi-
nated al) labor matters affecting Quartermaster production with the ap-
propriate branches of .the Procurement Division.

‘The Quartermaster Corps was keenly aware that its expanded procure-
ment program could be a great force in the alleviation of economic dis-
tress, or, if it were handled improperly, it could squeeze many smaller
producere -out of the picture. Accordingly it adopted a policy of spreading
- contracts to smaller suppliers wherever possible, The similarity between

the great majority of Quartermester items and thelr civilian counterparts
facilitated the program, -

Large orders were split up so that contracts might be distributed to
"distress areas” and to small plants and production pools throughout the
. country. Subcontracting was encouraged wherever feasible, to further in-
sure a wide production base. : - o

Some of the fruits of this program were the preservation of the ca-
pacity of some plants which might otherwise have gone under, reduction on
the overload of individual contractors; greater Ilexibility, and assurance
of a steady flow of deliveries. Vital construction materials and machinery
were conserved by utilizing existing facilitles instead of constructing new
plants and equipment., Manpower, housing, and transportation shortages were
alleviated by the vlacement of contracts in lebor-surplus areas. . Further-
more, this wide distribution of contrects afforded an excellent opportunity
to save transportetion by arranging for production conveniently with respect
to storage depots and. ports of embarkation. Lol

In l9hh and . 1945 the. Quartermaster Corps contracted for about 9 billion
dollars worth of supplies, of which about 5:billion dollers' worth came
from contractors employing less than 500 -persons. . -Of the 150 thousand-odd
contracts awarded during these same two years,. about two~-thirds went to con-
tractors employing 1ess than 500 persons. : :

These figures attest the diligence ofAQuartermaster purchaging offi-
‘cers in carrying out this program.

Now a number ofvproblems in Quartermaster procurement resulted from
the application of O0,P,A. price regulations. Frequently a contractor felt
that his ceiling price did not permit him a failr return on an Army contract.

Normally the O,P.&. considered a request for price adjustment on the
basis of the contrector's over-all position, and compared his current
earnings with his profits during the base years 1936-1939. The Quarter-
master Corps, on the other hand, attempted to buy at prices which would
allow the contractor & reasonable profit on the particular item regardless
of the contractor's earnings on other businesa. :

Attempts were made by the Quartermaster Corps from time to time to
secure exemption of certain critical items from O.P.A. price control., For
example, it secured a 90-day exeémption on the procurement of cotton duck,
a temporary exemption on the procurement of wind-resistant cloth, and an
exemption on some experimental lots of textiles.
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.. If an industry had pending with.O JLPlA. an application for an increase
in ceiling price,. contracting officers would sometimes add an escalator
clause to .contracte With these producers which would permit an upward re-
vision of the contract price if the 0. P.A. allowed the increase in ceiling.
price,

ey a contractor refused aheolutely tc accept a contract, he could be
given a rated order under War Production Board Priorities Regulatlon Yo. 1,
or in extreme cases & mandatory order. : ..

. If a contractor had supplies which he refused to sell, those supplies
could be requisitioned under certain conditions.

Owing to the great ghortage of certein types of foodstuffs it was
_.Necessary to use various .means for the procurement .of eubsietance., Req-
'.u181tions were used to obtein pepper from stocks held 1n<epeculetive hands;

"set asides" were used to procure cenned fruits. and wegetables, meats,
butter .and some other 1tems; and priorities were ueed to obtain food con-
. Yainers. end many, items of foodstuffs.' _ : e -

,,.,H"Q; At the beginping of the fiecel year 19#3, when proourenﬁnt.activitles
. were intense, the Procuremept Division undertook the. additional task of
f;"'[renegztiating contrache under the provisions of the<Renegotiatlon Act

B 10 . N o L T A
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e Renegotiation Of Quartermaster,contracts inyolved certain probleme

4fﬂ;fpeculiar 0, this particular eervice.] In the first place, .contractors. as-

7 signed to the Quartermaster Qorps gor renegotiatlon wers. numeroue--some
16,000 as of 1 Januery 1946, This placed the Quartermaster Corps first

, ‘,Eamong_the renegotiating agencies in the number of contractors assigned,
'“Secondly, a lar percentege of the oontractore t0. be dealt. with yere .

.Al,relatlyely ema 1n size, lergely ‘because. of the Quertermaster Corps'.

" policy of spreading qontracte among small coptractore wheqever poesible.
And thirdly, unlike ‘contractors in other eervicee, most -ofr the plants.
holding Quartermaster contracts were continuing to do civilian business in
substantial volume. .Civilian demand in meny cases was greater than lndus-
try could eatisfy. Therefore, renegotiation had to chart a careful course
to avoid jJeopardizing Quartermaster procurement.

Of the 16, OOO eesignments to the Quartermaeter Corps as of 1 January
196, over 1k, OOO have been 5ett1ed, resulting in a net recovery by the
Government of over 83 million dollars. -

In COholusion,-I have tried to give you the highlights of the Quarter-
master Corps' experience as the world's largest buyer of consumer goods,
The dispatch with which it fulfilled its obligation to feed, clothe and
equip our Army, for a global war, bears testimony to the efficiency of its
procurement organization., With the experience of World War II behind us,
we feel confident of owr ability to tackle effectively any responsibilities
which may be placed on us in the future.

Thank you very muoh.'

- 12 - P ::.



GENERAL ARMSTRONG :

General Peckham, do you consider that your ‘organization and methods
are entirely adapted to the new age of warfare, that is, the atomic age
and the bacteriological age of warfare; or do you think that you will
have to make some changes in the system of existing operations? :

GENERAL PECKHAM

Do you mean, General Armstrong, our plan for procurement, our or-
_ ganization for procurement, primarily?

CENERAL ARMSTROI\G° L :
Yes.
GENERAL PECKHAM:

I would say that it would be entirely satiafactory for the needs of
modern war. It is flexible and it is decentralized, thus permitting any
of the offices to expand or contract at will.

GENERAL ARMSTRONG. A

Are you plannlng any underground storage or anything of that sort”
GENERAL PECKHAM:

We have no such plans at this time.

.;A STUDENT'

o I an not quite sure, General Peckham, what you said about entering
the war without a mobilization plan. Would you mind repeating that or
elaborating on that? I probably misunderstood you.

GENERAL PECKHAM:

: Yes. I think I seid we entercd World War I without any mobilization
plan. We had one for World War II, although we d1d not use it.

A STUDENT:

~In the mobilization plan for World War II were the items for which
you planned inclusive of such things as subsistence and petroleum and 8o
on, or did they include only items necessary for equipping the troops?

CENERAL PECKHAM:

I cannot answer that question;: I vas.not here at the time; nor do
I know. :
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A STUDENT:Y

What brought that up in my mind was why there was no such plan when
you went in for these nev ideas, like the decentralized pirchasing in:-
certain markets. . |
GENERAL PECKHAM: © @ o iny

f Tt couiow

 There:are.37 market centers. “I'do riot belisve that that plan vas
even congidered until the war broke out.

A STUDENT:
B SO A P A R S A AT T Pt B T N N P

- I wonder if you would care to élaborate on how procurement -activities
at peculiar depots are handled. What I had in mind was something like
this: For instance, in the case of shoes, for which Poston has thé 1.
primary procurement responsibility, how would that tile in with the other
Pprocurement--by procurement I mean production, price control, and so
forth--with the shoe industry in St. Louis, for instance, which would
come under the Kansas City Quartermaster Depot? ORI R A

ey

GENERAL PRCKHAM: -« ;.-

Y ORI I A RO : T O S O e B
I think that all of our orders.for. shoes are. sent to-the Boston De-

pot; that is the central procuring depot for shoes. But I believe_thgp

Boston sometimes extracts those orders to Kansas City é¥:Chicago ior i

another depot in a region where thoce supplies are procured.

R G ) L. Ner {.i.f _____ o 2 Sy e e e . e ‘;'_~,~';."':'; o ‘_1;-;‘,..:_::.;.,)!:‘: .\_

rbéééuthﬁt aﬁéﬁéf ydﬁr.qﬁéstion?
A STUDENT:

Yes, except that I wondered if you would elaborate on how it worked
out. In other words, that particular plan or particular activity of the
Quartermaster Corps differs from, I think, most of the other Technical
Services. It seems to me that that would work out pretty well in answering
some of the objectives as to exceedingly good coordination.

' GENERAL PECKHAM: ,

I regret, Colonel, that my experience in the Procurement Division has
not yet been long enough to enable me to answer that. But I know that,
for example, our Boston Depot right now has a contract with a firm in Cuba
to make athletic shoes. We could not get anybody interested in the United
States in that, and we had to go to Cuba with that contract. T

A STUDENT:

I have a queation which refers back to General Armstrong's question
in comnection with the ability of your organization to take care of future
requirements. What would be the difficulty if, for inatance, Boston was
‘bombed, it being such & centralized place for control of shoes? In other
words, you have centralized all of that in one place, What would you do?

- 1 -
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GENERAL PECKEAM

We would 1mmed1ately designate some ‘other depot to be our central
procurement center for shoes. We would perhaps have the Quartermaster
purchaging office in New York City, which is the same bdbuilding as the
Navy purchases of clothing and textiles, take care of it. Of course, if
the whole shoe industry were wiped out, we would be in'a bad way. But
it would be quite simple to designate some other procurement office to
be our shoe procurement agency. ’

A STUDENT:

What would happen in the meantime while you were.dciﬁgfﬁhat?* e
GENERAL PECKBAM-

I would not see any terrific problem to be surmounted there
GENERAL ARMSTRONG'

Could not those records be duplicated and ﬂhipped acrosa the country?
GENERAL PECKHAM;

Yes. You mean records of the capacity of the companies; of Company
A and Company B, and their reliability and so on?

GENERAL-ARMSTRONG:
Yes. Records of contracts and orders.

GENERAL PECKHAM-

 Yés. “They dould: be duplicated ‘We are noli doing that. - In other
words, the main office here in Washington,’as I am sure you all know,
lets no contracts itself. We issue procurement directives to the
Quartermaster and the Army Service Forces depots, and they let the con-
tracts, However, I am confident that we keep coples of those contracts
‘here in the main office So they could be readily passed on to some
other office. - ’ EEENEET e :

A STUDENT:

. You spoke of surplus. What effect does that have on your present
system? To what extent do you use your surplus for reserve stocks?

GENERAL PECKHAM:

We have surpluses right now, of course, as all the Technical Serv-
ices do. We are declaring them to the War Assets Corporation. Therefore .
we are not procuring many items at'this time. It will be relatively
eagy, though, to prepare that master prodiction schedule outlining how
many units we want per month at the time when 1% does become necessary .
to prepare it again. I am not sure that I understood your gquestion.

. Does that answer it? '
- 15 -




A STUDENT: R

I wvas trying to find out whether you are using any of the surplus
to go into the stocks for possible use in the future.

GENERAL PECKEAM: . ...

That 1s, var reserve?. :;.;';jﬁﬁgf
A STUDENT:

Yes, War reserve
GENERAL PECKHAM:

I do not belleve that the report of the Stillwell Board has yet
been entirely implemented .in the: way of instructions to the Department.
At least, if it has, I have not seen 1t. But I do know that we make
declaration on each item as to whether it is a civilian-type itemor..a
military-type item. 1If it is a civilian-type item, then we are only re-
- quired. to hold. the quantity needed for issue between now.and.30 June
1949. If it 1s a military-type item, then certain other requirements
enter into the picture--war reserve, peacetime operating reserve, and.
80 forth

Cwsmmewrs L

General Peckham, do you not take the recommendations . -of the War Plans
. Corporation about having work done at certain plants and do yon not in-
vestigate those plants before yop. epter dnto a contract?.. . .-

GENERAL PECKHAM:. ‘

. I am not: certain.:. But, I would. think that we would have had our
decentralized organ;zaﬁion, ourr$meld -agency, -our depotsz explore ‘thoge
plants before. ve. gave. them. a<contract, -Just as we always.would examine
.;the capacity of a prospective bidder hefore ve let a contract to. h&m

“ A STUDENT;. TS
I understood that they had a right to force you to giue a contract
to their corporation. Did you have any sxperience with that? - -

)

GENERAL PECKHAM:

T was not there and T do not know. T was handling fuels and lubri-
cants at that time, and that question did not arise with us. -

i

A STUDENT:

Iy

Ks

Does the Quartermaeter General maintain liaison with any, ther
government agency, .such as the Department of Agriculture, to determine
how much food can be produced and whsre and how? . L e

-
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GENERAL PECKEHAM:

Major General Carl A. Hardigg, who has been the head of the Subsist-
ence Division, has had the most intimate contact with the Department of
Agriculture for food administration. I do not think he has actually
found it necessary to have an officer physically located in that office,
but I know that his contacts with them are very close, daily.

COLONEL FAIRCHILD:
You spoke about the procurement of duck and webbing. Did your
estimatea prove to be sudbstantially correct, or did they result in
- surpluses or shortages?
GENERAL PECKHAM:

I can not answer that guestion. I'am sorry.

GENERAL ARMSTRONG:

We are very glad to have this report on "Quartermaster Procurement”
in our permanent records. Thank you very much.

(12 March 1946--200)
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