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CAPTAIN '"'ORTHINGTON: ,:.. 

. 
It is a pleasure to welcome back-here a member of the faculty who was 

here back in 1933 as the first naval officer on the staff of. the old Army 
Industrial College, . . 

Admiral Ring graduated ,from the LJ. 3. Naval Aca-demy, class, of 1915. 
He is a graduate of the Army Industrial College, class, of 1929-1930, He 

: was a member of the-staff of the Army Industrial College from January, 
1931, through July, 1933. 

Admiral Ring was Officer in Charge of the Furchase!DhvYsion, Bureau 
of Supplies and Accounts, from 1931 to 15h3. .He was District Supplg.Of- 
ficer of the 13th Naval District later. He served in the Logistics Section 
under the Chief cf the Pacific Ocean Area, 
to the Assistant Se!cretary of the I1avy's 

In January, 1946, he returned 

the Procurement Policy Branch,- 2 
Office; where he is the head of 

. . . . .' 
'. ,. 

&s subject is T??ar and Navy Departments Crganization for Coordination 
of Purchase Folicies. Admiral Zing. . . 
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TEE NAVY'S BLYINC ORGANIZATION 

AND 
ROLE IN JOINT PROC%WXYrNT 

Before the mar the purchasing statu-bes Y required that every contract 
let by the Navy Department be awarded after advertisement for formal com- 
petitive bids. The few exceptions permitted were limited to certain specified 
categories. 

This system has several very real advantages, It is simple, it is 
automatic, it requires little ,judgment except in the maintenance of a good 
mai1S.n~ list, and if properly followed it Drecll.ldes favorit:ism 3~ corruption. 
It has stood the test of more than a hundred y,?ars, and under normal peace- 
time conditions, it is for many materials the best buying system yet de- 
velor,e~d. 

Even in peacntime, however, this system involved some serSous limita- 
tions whic?n had been apnorerit for mariv pesrs, hut for which no 'corrective 
measures could be developed, For wartime l~.se this.formal advertisement 
system proved altogether inadequate. 

The Navy's freedom of action WY limited in * va rL ou. s a-2ys. New sources 
of s~)311,7 for standard items were difficult to obtain, inasmuch as new 
bidders were forced to meet the keen comvetit?',on of cxnerisnced producers; 
educational or deveiopmental orders were not permitted. Tox.nt to the 
extent that 'large oo:rporations were -niilli.n~~ to develop products in the 
hope -that the Navy would lrter become a customer, research Tzork was ,confined 
to the fJ.3~37’~ oirsn~laboratories, Perhaps the most serious shortco'%:n@ ws 
the delay in procur+ment caused by 213.:: system. Other rkfedx of this 
system which came to, li2ht during the Y%r Will be discllssod later. 

Shortly before the war bega:], rmen the Nation began -to strengthen its 
'hemispheric defenses and expand its armed fcrces, t:ne tiecessity for modi- 
fying peacetime purchasi.ng methods becamw clear, ' The costs of building 
bases and airfields abroad could be estimated only roughly. Contractors 
able to hand15 such large pro,jects Tqero so fz~ that competition was in- 
adecuate, . and any fixed pri.;.ce bids w-hi ch migh t have been obtained :"~~~ld 
almOSt certainly he:;e bnen padded with large oontingencv allowances. 
Recognizing these problems Congress in April 2339, authorized. the use of 
cost-?lUS-a- fixed-fee ('IOPFF'*) contracts. 

Under Wese contracts, the cost to perform was estimated in advance, 
and an apnrapriate fee fixed. The contractor eras paid his actual costs 
plus that same fee, The use of cost-plus-a-percentage-of-cost contracts 
was expres?lg denied, ITn-?cr this law T,vartime negotiating techniques originated 

The next fcl!r months se+w successive modificati.ons of nr~vious legis- 
lation in order to zermit the Services to cope- :?ith fast-moving events and 
changes. The Vinson-Trammel restrictions on prnfits were suspnndzd. The 
split-award method of dividing awards was a?;thorized. The: ~~3~aiving of 

If R.S, Sec. 3709 8~ R.S, Sets. 3718 et soq, and others, 



BPbWB narun bsw 

., formal advertisement was authori.zed, to&ether Mth limited use of con- 
' tract negotiation, the use of advance payments and.the furnishing of 

facilif,Fes to contr2ctors. Icot until passage of the First Var Power, Act 
in Dec. 1941, however, was negotiation autilorized for the purchase of general 
military supplie:. Meanwhile, the Mavy took the first steps toward de- 
veloping suitable techniques for negotiating contracts. 

The negotisting procdures sdopted in this early stage px2r2lljr 
provi.deti .for group participation on the Government's side and the retie~~ 
and approval of proposed awards by formal or informal boards. 'This pro- 
cedure wi:r,s adopted to safeguard the Government's interests, to prevent, 
favor;,tS.sm and to conpcnset~ for the lack of trained nsgotlators. Thi's 
early and informal practice of g.rour? participation in’ procurement negdti- 

atioh developed later into the us? of r.zgulorly constitut'sd negotiating 
teems consisting of personnel stilled In "v4~~Jccl, leg?1 and business 
matters, It ill!?stratcs, 5ncidbzntolly, efforts m-d? by the Navy to use 
checks and balanc~es IT-herever possible to prevent .impreper or ill-advised 
acts. 

Wth the impact of war and the growth of P sellnr~s~market, it be- 
came, increasincly difficult to procure under the forml. advertisement 
.system. The huge increase in government purchase“ crxt--?d a monopolistic 
market end disturbed' the normal msrket plcce relationships whi+'operated 
in peacetime to control prj ces. Bidders! lists gre:rs to an enormous size; 
the tine required for :dvartising and soliciting bids could not be spared; 
man? desj.rable ,vendors unaccustomed to Government ~racti.ceg hcsiteted to 
bid because of unfamiliarity with .tne system. Moreover,. the competitive 
bid system ~2s not compati.bl.e with the policies of the War Product-;,on 
Board wh;ch were designed to make the bc?st use of eva'lI.able fac$litiss, to 
s$rcad contracts geogra]=hi.call.y, and to make the maximun use of smalls 
husin=ss and marginal producers. 

Y 
The First War Poppers. Act, passed on 18 December 1941 , and Executive 

Order 9001 gave the Navy Depa.rtment general authoritjr.to contract by 
nego-LiFtjon rether than by adv erti.sing and the Var Production Board sub- 
sequently instructed the Services to place all contracts '317 negotiation. 

VPB directi.ve No,, 2, dated &S&h 3, 1942 ordered that ~11 contracts 
be placed 3y negotiation after~ securing qllot;tJ onE: from quai%ed.possible 
contrPct?rs, 2nd that the.procedurr: provided by Section 3709 of the Re- 
timed statutt?s should be used only after obtaining specifi.c authorjsation 
from WI?, the Director of Purchases, 
contracts regard should he~paid to: 

It further provided that ?'n placing 

(1) s- ecuring performance in time. 
(2) Utilizing services of smeller concepts to perform 

simpler tasks, in or5er to donserve the capacity 
e of th? larger companies for more dj=ffi.cult work, 

(3) Placement of orders with firms requiring the small- 
est amounts of additional machinery and equipment. 

2J. 55 stat. 83j 

--. ..-"-I .--- -- -----~ . .~. ~. .--. ̂.. " ..._" ."_ . _." _ _... ._,. .._ _"^ _. 
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Within the limits prescribed by this order and its later amendments, 
the Navy, in its negotiation of contracts, utilized in.for-321 competition 
as f%lly as possible in sel,?cting sources and determining n+ces, 

At the outbread of the war there was .no office In the Navy :~hich 
served adequately to coordinate the material activities of'the ITaT/ and 
to maintain liai.son Is:itb the various civilian agencies concerned llijth 
mat-?-ri.al problems. Before the wr, the relative simplicity of determining 
maintenance and repair requirements and tne c&trali zed qu:.*chos? sys tern 
rnzd.2 such .coordinztion rslativel!: unimportant, but -Jri,th the outbrsek of 
war coordination became .imper:tive, In recognition of the need of central- 
izirigpolicy responsibilities, tke Office of Frocuranent and Materiel 

. (OP&G) 7,~s establis!;ed on 30 January 19b2 in the Office of the Under 
Secretary of the Kavy to coordiwte all th:? material procurement activities 
of the Nav;y Department and to sux):er~rise programs for-&z procurement-of . sh1ys and materis1s of every chsracter,' . 

. 
The newly crceted office ;ool: over the functions 3.f SR:ICr~l other 

organi..zations, i.ncluding the statistical :.:nj *, from the Office of ttx? Ch,i.ef 
of Xaval Operations; the Machin? Tools Division from the Office of Shore 
Fstablishrwrts in the Assistant Secretary~s office; the Comrcnsation 
Board; and the Navy Contrec t Distribution Division. This Offic7 served 
t'nroul7hout t:he war as the Kavy' s top exsc!lti..vi: o.rganis&ion conccmcd 
lprith blanning, poli.cy and coordination of prrocurem~ent functions. 

Internally OP&M was divided into four branches, in addition-t? the 
Navy Price Adjustment Board and the Compensation Board(l?ter renamed th,e 
Board of Contract Appeals). The Production Branch acted as P Trouble 
shooter" for industry, and exnedit-d the cro&.).ctlon of Navy contracts.. 
The Planning and Statis-tj-cs Branch forecast the Yavyls needs, maintained 
statistical contrcl over them snd also maintained current records of 

,J, ** r:roii,icti~on. Tile Procurement Branch YC"S responsible for clearing con-tracts, 
coordinating purchase .policy throughout .tb? sweral Bur.eaus, hxnanding 

sources of SII~TI~~, furnirh1ng contr?ct negol;ia-tars to the Bureaus, main- 
g taining and supervising s Navy i.n,suranC!z? p7"o:~rm., surervising the various 

programs of financial assistance to contractors, and saving critical 
materials by revising specifl.catisns, The approval of this offi.cc was 
required before the award or extension of any contract in ELI amount of 
$2CO,COO or over. The Resources Brench(leter m,erged ~5th thz Production 
Brenr,h)~ras the i‘JavJ's repres,?ntative on the Army-Nays Xwitions Board, :?:hich 
kae ini-tially exnzcted to serve as the mechanism for intzgrzting mi?it?ry ,I(- v. 
req.uirements with industrial produr,ti.ve canacity, This problem 'and the 
attendant problem of coordinating A.rm~ and Navy procurement are,treeted 
at length below. 

Later, when problems sf contract termin.?tion x-id sumlus disnosal 
were anticipated, t3cre here e st;bY~i s!-.zd rri. t?i II the 0ffic.f; of Prokement 
and Katerial , an Industrial Readjustment Branch, a Contract; Settlement 
BrFnch and the N~T~J Material Redistribution wd.Dispos<yl Administration. 

The functions of planning, procurement, and prodl~ctirtn wer; thus 
brought together in one ' organl.zati... --?I respznsible. directly to the Vnder 
Secretary of the Navy, This ort~axization h?s since been described as 
"the Navy's general staff on the industrial front." * P 
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The Bureaus contirxed, of course, to perform their normel operating 
functi o~?s, subject to poli& control, coordination xd review by nppro?riate 
sections of OWX, This is another illtistr?tion of the Navy's effort to set 
up c syste:r, of intern21 ckecks 
stresses, 

sn$ belances to oper~$9'cven under wrtimnn 

. 
Far?llel.i.ng the c?ntr?liz2ticn of ,procnrem?nt policy 2nd ?lxl!;ing 

2nd closely ossocipted with the Office of Procurqmcnt and ?&.teri?l, the 
Procurement Legei Division wc0.s est,?blished xit!iin the Offj.c? of the kder 
Secrot~~~~ in September 1941, This office recr~3t~d the services of 
civilic"n lwcrs, tr,oined in business pnd commerdel law, ai! :2stPblished 
!R<thj.n the severc.1 techriicel Bur~ms Officl?s of Counsel V~O v~re ch?erged 
~i.th the .r.=?sponsihilj,ty of drpftlng ~11. nrocxrement contracts 2nd advising 
on rrocur?ment legrl m?tters, The Procur,?ment Legrl. Divi.sion with 2 
cen4ri?et~l,org~aizrdon op?rc?ted ?s ; further m:ans of coordjnFt$ng th2 
p~-ocu~:ment 5zn.c‘ tj ens- of the severi? Burhx, In August 19114 the Pro- 
curcmont Legs1 lXtisi3-1 ws renamed the Office of th2 General Counsel. 

The Nevy enter-id World Wpr' II with its purchasing brganlz?tion 
l?rgelTr cnntrrlS.zed in the Rureeu of Su?plfes & Accounts ?t.Washington, 
This orggnizatFon, dutii'ng war 2s w211 Tc F22c9, functicn2d 3Ftisf7cto-ily 
in the puxhxse of bY:,n.;,.. ='A?-1 stock ?nd m&nten2ncc items, 
of tcchnic21 m2teri~l for otkr Bureaus, 

In the purchase 
hO'm~?r, it growd ~J%X'tiSf2CtO~~, 

As to stock gnd mei,nt?c.ence items, tile Bureau of Suppl.i?s ?nd Accounts 
iS xsponsible for the entlro prc,wremect c:yclc: m?inten;?cc of stock 
wcords, dstermSn&ion of requirements, ,?nd. zctu?l purci:.rs? cf m?teri?ls, 
The Bureau mei.~t?i.n.s a stuff possessing the r~q1ui.si.t~ tochnicrl ,trrining 
to equip Lt fo ha3Xl.c the ~cqi.xi.sjtion of s+ar.d?rd stock. 2nd m~-!.nten~ncc 
items. Thll,S, iill2 a.irecv is in P pc?aj tion m:t only to control t33 rntirc 
buyin? cycle, 5u.t -.?lso to h:n.dl,.? &~ch step with due rttent;iqn. to th*? 
technic;1 details invSlve2. Thir-: :integwt?d operc?tior: proved srtisfectory 
even under the stress~ of wrtimr2 rrocuremcnt. 

As to techniecl, dev?l.o?wnt?l, ?nd reso?rch items, ho~evw, the 
situetion WE different. For technic;ll pnc' comb~t'm~teri~~ls, the .Offict? 
of Chief of K2VTl operations decided VANES is needed, T&en it j.s r.$ed:-?d, 
w!x:re ?t is nznde?. 2nd 30~: many zr1: needed, These &.-e'm?tters of pxilitcry 
judgment, Once thece decisions h?ve bea rn,de, it becomes the rGsprnsibili.ty 
of the variou:: technicel Burwus to trcnslatc them jnto ~ctu~l~rn&x5~ls 
embodying ti?.e best xx2 lPL:?st designs, end 'co arrange for their delivery 
at the spk>cified time rr,d plclce, in the spec:if+d quantity? The technical 
Bureau, being rF:s~!onsibl? for designs, specs fiwtions ?nd dsliveri~s, could 
naintpin ed,?qJEtt;) control over its proc7xemcnt only if it controlled the 
procurement contrfct itself. 

, 
In order to shortcut ke-n':?cessity for ch?nn~ling ,through the Bureau 

of Supplies ?nd Accounts sll change orders, contract ?mqndmcnts, changes 
in spsci-fic2tions 2nd contrrctwl communicatiotis;,snd to further the 
expeditious mrerding of contrrzts to those concerns best equipped in the 



mnL*;;b B nhlb 1 LJJ 

knowledge cf the technical Bureau to produce the desired product, the 
Secretary of the Navy on 13 December 1942, vested the several technical 
bureaus with authority to determine which contracts should be negotiated, 
prepared and executed in the technical bureau and which should be 
referred to the Bureau of Supplies and Accounts. By.this directive, the 

'Secretary provided for transfer of .trained personnel from the dureau of, 
Supplies and kcoounts to other Bureaus, transferred,the Negotiation ,. 
Section of the Purchase Division of the Eureau of Supplies and Accounts 
to O~..~V~, and recognized the establishment in each bureau- of a single legal 
division staffed with civilian attorneys, reporting bpth.to the Chiei' of 
the Bureau and to the Under Secretary of the N'avy. 

77artime conditions brought a multitude ~)f serious problems demanding 
business judgment of the highest order. The sheer size 02 the buying 
program in itself overwhelmed both the Xavy's peacetime purchasing 
organization and the productive capacity of its suppliers. Priorities, 
allccation, certificates of necessity, Government-furnished facilities 
and materials, and various other war-born necessities complicated the 
task still furtherr TechnoJogical advances.called for the production of 
entirely new items. In radar,, for example, laboratory. research, proto-, 
type construction and production line manufacture proceeded almost 
simultaneously+ In.such a. situation changes in specifications during 
production were numerous necessitating frequent.change brdersr For ,_ 

. . example, on. one contrac-t for an electronic unit, over 3,500 change 
orders were required, : It:was a.Jso diffi.cult.to predict the effect of 'the 

. learning curve .in lowering the'price of new products, and the extent to 
wlnich it .would be offset by material substitutions, advancing wa,pes and 
prices and other changing ,oonditions. 

in this atmosphere 'of fluidity and changing conditisns, the Navy 
faced the pro?blem of ne.gotiating .'satisfactory contract terms, including 
fair prices, By agreement bi-&een the Office of Price Administration 
and t:he Serviocs, the Army and Kavy assumed complete responsibility for 
th,e control of prices on a majority of distinctly military items such as 
aircraft, vessels, guns, nnd their various parts and sub-assemblies. O?i& 
ceilings nere: effective principally on standard commercial items wlhich had 
civilian use such a food, t'extiles and clothing, and machinery. So far as 
was consistent with insuring delivery of supplies in necessary quantities 
a& the time required, the.Bavy TIeper-Lment sought to negotiate close 
prices which would be fair and reason6ble to both the Goverrment and't:he 
contractor, and yfould at the sams time serve as.an incentive to 

.,effQiency on the part rf thk contractor. It s,ought to secure sstisfac- 
kory contracts by extensive negotiation of contracts.,., ' 

While th.e. imethod of negotiation varied -spmev{hat Erom.one bureau to 
another, and from one type of purchase to another,,,, its,, main features 
became quite thoroughly standardized. Brief,lg, .,it involyed selection 
of firms able .to produce the required materiali.,thercquest fro,q each 
stlch firm of preliminary quotations accommpaiied by cost breakdown; study 
of these quotaticns ,to determine the three,or four,best offers; analysis 
of the bids. of these relatjvcly low firms,in the light cf all available 

-. ., . . . 
. . . . . . ,. . .,,* ': .., ',::, ". 
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price, cost and profit information; negoti'atio,$ Mth .these ?i&s,. quotation 
by 3~7~91 of i.ts final btjid; and werd to'the fir%~'making the final proposal 
most edvantageous to the Navy, The syst4m could bs speeded up by wire ,pnd 
by telephon?; it gave the Nevjrfs reprns-,nt Ptives an opzPorturity to qiiest~.an 
unduly high cost fcctors snd overhead rates, unccsssary allo~c"nces for 
contingencies, unmasonsbly high profit rates, Mgh mark-.ur?s OR sub-contracted 
items, and numerous other practices which increased Navy dostst ,it u?erm$tted 
observance of appropri,ste security prncauti2ns: it offer4 fl. exib:ility in 
dealing xith matipomr Regulations, Smeller Yar Plant legislation, cver- 
loaded plant facilities, and various of,hcr important factors in ::artinre 

,purch~sing; and it msde possible the develcpment of F variety of contrrct 
types tailored to thn various special circumstances which arose. As to 

.most of $he points 1 have just mentioned, contract negot.i.etj.on differed 
sharply.from formal advertisement nrocedr;rc?s. 

One 5mrortx.t negotiation technl.que cdnsis&d of requiring each bidder 
to ,f~urni.$n breekd.mms of' his estirn?t?d costs ,to manufacture the goods. 
These cos.5 hroakdolFx,s permitted d9~~jI?d'c"mparisons of varS.ous contractors! 
zlete.rta1. xd 12bm- costs, overhead rates, and proj32t4. prof'j ts, and th.ereby 
assistad ktter buying. Cost data furnlshcz3 by pmsoectivs contractors 
were con%.denti~l end not avc7i~lr"bl0 to other 'conti-rctors. 

In the fin?1 snslysis, busing is like sur<:er~~--s13. the ru.l.nboaks do 
lit,tLs good unless ; &Cl.led mpn does the' work, The Nevy conc?ntrztcd ~11' 
mpjor parchasj.ng zctitities in c7 few lowtions: it conoentwtod control 
over those purchases in one offiw: an+ it paid p9rrtic~jl;:r atfsntion to 
essifrning hl~,hly competent men to the work of pJrch.asing. 

_ 

The Navy was able to obtain the services ef rnqn ;rCth b:rsin~ss ~x~xzrl.ence 
i.n buying end snll.ing~ standard 'commerr:i.el prbducts, such PS petroleum; 
textiles, metals, h?r+wre aid $!:mber. Th?se comodit*y buyers, ?ssigncd 
to the Ew5au of Su~pliw and Pccounts, were drs7p.n from their rcspectlv~ 
4 ndustri es: they brought into .tha Navy duri nc the ear a background. and 
experience in their particnlsr fj.elds 
c1p.pl.i CP tlsd: 

that could not otherwise ?tave been 
and the:y have returned tc their former zursu.j.ts. 

There were in in&s-trjr no WPttleshin buyers,'r *or "big g~.n buyers." 
T'ne Ksvy ws under the nccosslty, nevertheless, of ~srcwing and trsini7.g 
m3r! ctp2bL7. of s!lj>lyirg business experiex?ce and judgment i.n the buy.ing of 
thcsz highly t.schni csl products, At i-ts peak, the: Nsgotietri on Section of 
the Office of Procurement and Materi.al included about R hundred man,, who, 
with the commodity buyers previ.ously mentioned, bought nearly 5X$,, by 
VFdlJ(3, of th? N?vy'S wrtj.me l-l-?!+ s,. These- ,mnn twre outstand3n,gly 'successful 
busln::x men of rscocniaed intcgril?~, sel?ctccJ. for their broad busidess 
backzrouhd, umrsarl nersonpl. sbi'l.ity,&d'~ttnosq for ~3 .tredg." RqpresentA 
eti.vcs of, this' Negotfrt5on S?ctign yrerc ~ssi.gne,d .$o.,the rnsp?ctive tr?chniecl 
burc:qs,tb assist i.n their ?rocu.r.-men*, .: ! 

,, 
In two respects the negotl?tpr9 oper2tSed 7s members of p:teem; In the 

negoticticns tbemsol~res, th" negotietor he&his .olyn t?;m, co~-pos~y! df Fn 
en.gin9.w dr techinc$l 
accountant, 

'i3Xp2Yt f*om the i:roqe,ssfne ,Bur?a~.e cost"&lyst or 
md 2 lwyer, With this group the negotiator was eblz to meet 

on even terms with any comparable group representing the prospecti.ve 
contractor. 



Within the Navy additional procu rement coordination has achieved 
by requiring clearance from the Secretary's office before awarding any .. 
contrac-5 exceeding $200,000. uvhile the authority to czar contracts 
~13s not normally used as. a veto powor, it did furnish. an opportunity 
tc 'insure that Bureau and major field purchasing offices followed pre- 
scribed policy, that their operations were coordinated, and the business 
aspects'of,eabh major contract were adequately justified. .This high- 
kalibre,' 

'$l.mder$, 
close~kn~t.clearsnce group did much to avoid serious operating 

present a. united Navy front to industry, and keep policy 
'officidls well informedi The fact that several mjor corporaticns a& 
noiv ,' reported to be introducing similar systems is not entirely coincidental. 

The Cost inspection Service of the Burea K of Supplies and kecounts was 
dur irig tiie war years, and is.presently, responsible for the determination 
of allowable costs under all.Xa~/ co.sc-plus-n-fixed-fee and true cost con- 
tracts, for the computation bf price ndjustmants through the operation of 
escalation provisions, for ,the determination 'of bonuses for savings in 
cost, for the computation of billing rates under Time and Material contracts, 
for the examinution and review of termination claims, and for furnishing 
information to the toch;liccl Bureaus and negotiating teams relative to a 
particular contractor's accounting methods, his actual costs and overhead 
rates, and his fiscal organization. 

To accomplish this service, the'3uroau maintains in'thi field cost 
,insgcctors trained in accounting *tihc, in the case of larger dontractors, 
are physically located in *he contractor's plant. Ccnstant .supervision is 
thoreby maintained over the ,propriety, allowability and proper allocation 
of costs Mich the Qvp may be called upon tc reimburse. 

This organigation was,,built around Ce,rtified Public kccountsnts and 
by i*s independent dischGrge..of. the functions outlined above provided 
c '3rltTix 1. i z e d ,o,t inspection independent of zontrzcting officsrs--andther 
illustration o,f'$he use of checks and balances* 

. . 

As -,ontrtisteh with the si-';uation during the early months of th.e war, 
when certraiised procurement was!..- hrenking down under its overload of 

. . . dl,vidaa r::sFo;3'5ib,Li‘i~~,i,nadBquate system, and excessive paper work 9 there 
wdre many advantages to this system, cf despntrzliz od promrcnorit- controlled 
by a single central authority. Kost il;:por.tat of 211, perhaps, wxs the fact 
Mot tetihnical procurement tis‘ d,one close to the technical desks, rvhere 
appropria'to tachnioal decisions could bg mode quickiy, and by competent 
personnal, 

in the Navy, coordination MZS possible because whils. purchasing.was 
decentralized among the various Bureaus, the Bureaus in turn were located 
in i%sh:ngton, physically close to onch other and to thii Secretary's " 
office. Eence gsography worked for i&o %VJ ratner than against it, as 
would have been the case hod purchasing b-en deoen-tralized-geogrsphic,~lly, 

v'jorld &r I demonstrated -K-X netid for the coordination of Army and 
Navy procurement -in the event of I; ;major war.. Such-ooordination had 
not b,een effected during that war? : 

. ;,I, 
+' ..- . 

% 
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One of the few fields in whi?h coordinatipn of procurement had 
actually been achieved prior to 'Norld \i';ar 11 p"s in the field of air- 
plane frames, engines, and equipment. 

a , 
* 

Between the wars elaborate p&s for industrial mobilization'had 
been ma&e which were designed to avoid the evils of competition for goods 
between Qe~sarvices in the event of another war, These plank called for 
the allocation of various industrial facilitiss 50 supply'the ri.ee,ds of 
either the Zar or Navy Departments and for the determi'nation.of price of 
negotiations, For variousreasogs the,industrial mobilization plan which 
was to have be,en headed by the Army and Navy tiunitions Board. wss'not 
implemented upon the approach of war.. 1.. 

Xith the approach of war; 
', 

the prinqipai responsib,iLi.ty for' 
coordinating the proouremont policies and procedures of,the 7ia.r and 
Navy Departments and other government procurement agencies; wa's'vested 
in a succession of civilian ,agewies beginning with the National, 
Advisory Defense Commission, followed in turn by the' Office of Produ,ction 
Management, the Supplies, Priorities 6nd Allocation Board, and finall? 
the %ar Production Board.:as early as6 June 1941, iIkl Donald M, Nelsen 
was appointed head.of the.OfEice for Coordination of 3Jational Defense 
Purchases, an office'of the Kational Defense Advisory Commission. 
Exeoutive Order 9024, establishing the Y&r Production Board,Tgave the 
chairman of that board authority to "determine the policies, plans, 
procedures, and methods of the several Federal Dephrtments,,,in respect' 
to procurement and production including purchasing, contracting, speci- 
fica.tions and construo%ion.. ,I’ 'kppi-opri'atc organizations were set up in 
WPB %o exsrcise these functions ancJ a Purchases Policy Committee (later 
superseded by the, Procurement PO&icy Board) was appcinted on which the 
i;dPB and the variouo L, procurement age&es were rspresent~d, This 
Committee was to,nid the..rUPB in its funotions and to review policy 
determinations prior.to issuance., Until.Apri.1 of 1942 a.11 major Contracts 
entered into by the Navy Department were. cleared with the rkr Production 
Board prior to plaoement, It is glear that major responsibility for 
coordination of the policies and procedu~res of the services lay with the 

APB and its. predecessors. The Procurement Luolicy Board served as an, 
importa-nt medium for developing agreement between the various parties at 
interest on the broad policies and procedures to.be ;used., 

.Kt..the operating 1evel.s within the services the coordination achieved 
in the early.years of the war was largely the result of collaboration 
by individual,.teohnioal sexvices andlbureaus promptgd by the obvious 
ncoossity'f.or clpse coordinat*ion by'the Services -in their wartime 
purcha'stng jnd aided.ma%e~ially by the Army-Ravy i&nitions Board which 
resblved conflikts'between the two'services. .), 

Coordinated procurement efforts were demonstrated in a number of 
commoditi+es in the 'early'stages of'the war, I 

,a ,, ‘3. . l . . ,’ 
. 

: 

Lumb&. By tho:middie: 'of 1942 it tias evident that the lumber 
"pro~%%$it methods~beirig'foL~ow%d'by government agencies, particularly 
..the. Army, Navy,. and ,+tiitime Commiss$on,, were distinctlyuns'uitable~'to 
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meet the existing situation, In general, demands exceeded the capacity 
of the industry. Each government service was making its own contracts 
independently of the others. Suppliers were besieged by different 
expediters from the various departments. 

In an'endeavor to correct this situation within its own service, 
the Corps of Engineers doveloped the "auction" system of buying, wherein 
suppliers sent their representatives to regularly;schedulsd sales for 
which requirements had been circularized in advance. At these auctions, 
sa1es.we.re closed on the spot. The auction system wasso successful 
that the brmy and Navy Munitions Board on 1 September 1942, set up the 
"Central Procuring Agency" for the procurement of lumber for the Army, 
Xavy, and Maritime Commission, and for any other government agency 
desiring to come into the program. Field purchasing offices were set 
up and staffed with personnel of both services. 

Food Products. d similar situation developed with regard to .food 
products? ':Yith the advent of war , peacetime methods of purchase of 
subsistence items by the Army and Navy appeared inadequate to meet the 
situation? C.oordinstion betJveen the twp services and.the Yvkr Food 
Administration was effected and the single-service procurement method 
adopted, (i,e., cross-prpcurement) where one service buys for both, 
with the Army buying about 85% of Navy requirements as well as all of 
its own, and with Nsvy personnel assisting in the operation. 

,..’ . 

1 s kirplanes and Zaj or Components 

Very early duringthe war, the hrmy :& F’orces and the Bureau ,of 
Aeronautics adopted a plan for the single-service procurement of com- 
plete airplanes, complete airplane engines, complete propellers, and 
some major accessories, together with their spare parts. 'This was 
done by hnving.one service or -i;he other purchase directly for both 
services the total out,put of each majo,r plant, .Chis did not preclude 
the cpposite service from getting a large part of the output of that 
plant. For example, 1 the Xavy purcha~sed thG entire output of Pratt and 
Xnitney; but in'cases where the two services agreed that i-t was 
desirable that the Army have a specified partsof the output of Pratt 
and,+thitney, the Xavy simply purchased it for the Army, 

. 
There were numerous other examples of coordination in the earlier 

‘ioafs of thf: ‘war? %ost took the form:of -eitherstandardizaticn of 
end.itcms or of single-service procurement. Some noteworthy examples' 
were : crawler tractors ('uizdcr 12 miles per 'hour)., bunkerfuel oil,. some 
anit-aisdkft guns, armor, small arms, aviation ordnanoe, some electronic 

. + equlpmcen\,, and dhetiical,warfare material,. '. 
. 

Late in 1944, the Secretary of ;far and the Secretary of the Navy 
appointed respectively Colonel I.Y,~I. Draper, Jr., and Captain L,L: 
Strauss to make A study of the existing.procurement coordination between 
the two services, to indicate the functional lines and material fields 
+n which further coordination appeared dssirsble, and%o ma&e resommenda- 
tions as to how such coordination should be accomplished. These officers 

*' 
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assisted by a staff composed of officer,s of, both ssrnices;'.'~o~~~.e~ed 
their report and submitted their recommendsitf$s. to tf-iei"SecretariQs 
early in E945. 

@ 
.' . . 

i%e study was conducted along two lines: F&ratas the coordination 
which existed and might immediately be improved in specified classes of 
material, and second as to the coordination which existed and $&ght be 
improved in the various functions which comprise proburementor are 
closely related to it. * 

I_ 

. . 

The report concluded that in three of the thirteen material fields 
studied, coordination was adequate; and that in the remaining ten fields 
further coordigation,,in varying extent:; shculd be ei?fected, ,. .._ 

Along functional lines, Xessrs. Strauss and Oraper'forwarded the 
reports of the staffs which made the individual studies, but made no 
separate recommendations, ~ 

'.. 

As a result of their study,'Col. Draper and Capt. Strauss made the 
overall recommendation that there be established a "joint Material Chiefs 
of Staff" + "0 be com;?osed of four senior offioers in the~$ar and Navy 
Departments directly concerned with material; and that they appoint, 
subject to the Secretaries' approval, a Joint Director *of Naterial. 

I 

It was proposed-that the Joint Director be authorized to issue joint 
regulations, in the'name of the Joint Naterial Chiefs, to the services 
and bureaus of the iilar and Navy Departments along some functional lines, 
and that along other functiona!. lines the Joint Director act as a 
coordinator. Tho function of this organization was, of ooursc,,, to 
achieve pr.o'curoment+ cocrdinati'on and to clothe the org&iz.gtiqn;~viith the 
necessary authority for accomplishing the purpose, Thi,s. overall 
recommendation did not receive approval; prirkipslly because'it-was felt 
that such a step would be premature, Too many points of uncertainty 
remained, as to which additional experience was nbeded. This was ,. 
particularly true .in regElrd ti: the' relative merits of the three principal 
types of coordinnte,d purchase, which I shall discuss in a morn&t. 

In the procurement of specific materials the recommendations made..,by 
Cal, Draper and Capt. Strauss have proven 09 considerable.,balue and hsve 
been put into effect in whole cr in part by both services. ., : ., I 

Three different procedures have been developed to coordinate Army- 
Xavy purchases, joint procurementR, collaboration of buyers, and 9ross 
procurement, 

* 

'The fi.rst two methods ' require elaborate organization. ?,k@ third ., 
mothod;a single-serve dr'cross procurement, in @Aera requirds few 
changes, and permits easy expansion or contraction. Because of this 
simplicity and flexibility, it will probibly prove the best method for 
coordinating Army-Navy Procurement in most areas in which joint 
procurement is possible. , . 



.&y :pr,oc;urement ,,system must permit each service to assure itself 
that it,.ne&.ds viill.be satisfactorily met. As we approach a new 
-material fiel'd,"' either ofthe first two methods illustrate.,d may be used 
in the exploratory stage, with every effort being made to a,rrive at cross 
procurement as the fina.\ ,solution. ,. . 

By V-J 3a,y, procurement coordination between the Services, although .,. 
by no means complete, was'far ahead of its status at the start of thowar 
or eveti'at -t&&time of ti+Strauss-Draper report. The extent o? this 
coordination will first be described according to the more important 
classes of material and.then along functional lines. 

(a) Subsistence, lumber, crawler tractors (under 12 miles per hour), 
and aviation material. *A high degree of cpordination ,_ 
csntinu.ed. _ 

(b) Medical' Supplies and S.urgical Equipment. r . . 

All necessary prsliminaries to the establishment of an Army-Navy 
Medical Procurement Office had been tsken, 

., ., 
I . .: , 1 

' ,(c)"rexti.les and.Clothing . The principal buying offices -c&both the " 

o : Army and Navy were housed together in a single office :in N&w 

*. ,: York City, .'.tilthough each of ,these buying offices maintain& 
its own staff, the buyers.of similar products hadadjacent 
offices and were in constant contact with each other. This 
illust'rate.s.'Ccordination through collaboration of,buyers, 

_'. 

(d).,&trol'e~+, Fuels, and Lubricants. d central petroizum 
purchasing agency was established in liiiashington covering all 

'large-vol,,he procurement 'by the Army and Navy, Th,is was 
simi1'a.r in organization and-procedure to the textile and; 
clothing buying operaticn. 

e . . 
As ,t 0 small vessels, internal*combusti,on marine engines, and parts, 

ordnance, const?uctiori machinery and mechanical equipment, and 
electratiics, some .progress toward coordination had been,made,,but' 'not 
as m&h as might have been desired.. i :,, 

I.' 
'Prog~ess.,since:V-J"Cay .' ., 

Since V"J l%y, further material progress has been made; 4' 
., 

(a’) ‘T<e’a&.y 

strengthene'd. 
and Navy Munitions Board has been reconstituted and 

t., .~. 

: (b) The Army-Kavy Joint Specifications Board 
established, 

and Counc51 have been 
&ith a full-time staff, to develop joint Army-Navy 

specifications, 
s 

. 
(c), The Joint Army-Navy Packaging Board has' been established to 

develop new packaging methods and materials, and tomake them uniform 
. 
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:.; 

y :. . 
between the servioes. 

(d) iegislation (S. 2496 - R:Ri 7209) h as been introduced in Congress, 
which,, if enacted, will modernize pre-war statutes covering purchases 
and will abply identical to both services. 

' (e) The Army-N,. avy Uedicai Procurement Office has been established 
in New Y.3rl-c. This is a jointly staffed agency which buys medical, 
surgical, snd,dental supplies and equipment for both services.... ,. 

(f) The 'Quartermaster General and the B&au of Supplies and 
hccounts have assigned paper, stationery, office supplies, soap, and 
chemrcals to therr ' "collaborative buying" office in NWJ Yor$'which also 
buvs clothing an+ textiles. 
-' -" . 

(g) The Joint Army-Navy Committee on 6onstruction machinery and 
mechanical equipment has ostablished preferred and alternate commercial 
models. . 

, 
(h) The Arniy'and Navy have agreed upoi~ the,basic contract clauses 

for fixed-price contracts, 

(i) 'The&n& and Navy are participating in'the development of a 
uniform F'ed.eral System foritem classifica,tion, identification, numbering, 
and.oatalogform&.. - 

d' p) &+i;y, .'. s., . . 
and 'perhaps most'important, a working system for: 

developing parallel policy in procurement matters has been evolved, 
., > ,, 

Sevorelbf' the other ackomplisitments just listed resultedfrom this 
SYZ$Wtl, and still others may confidently be expected in the future. 

, 
You wi,ll be interested, I am sure, in some of the most recent 

developments concerning tke Army-Uavy Munitions Board. Cn September 
15, 1.946, the Under Seosetary of y$ur, 
t,he kvy directc'd th& AXKB to 

and the hssistant Secretary of 
establish a Procurement Policy Committee., 

composed of two member's and two alternates from each of' the two 
departments. Ihe duties of the Committee are: 

"To inj.tia'to' and p,re'sent to the Army->,Javy Munitions Board 
recommendations -wLth respect to policies and plans, including 
procedures for the implements~tion $here,of, in th.e fields of pro; 
curement responsibilities and operations cf the military services, 
in the accomplishman-t of th3 primaryobjectives of: 

(1) Develop&n-t of, maximum coordiq- Aiition in all aspects of 
current pr&urement by the'military departments. 

(2) Elimination of dup$iccbion of'effort in all elements of 
durrent military prCcurement to the maximum extent 
practicable. 

(3) Development of procedures to accomplish an expeditious and 
efficient transition from methods of current procurement to 
those anticipated to meet the expanded requirements of a major 
omergancyt 

- 

-_-.. _.. _... . ..-.. . . . .._. . -. . _-------..- l..lll-. -.---- --.-_. ".-_ . .." _I ._,_ ._ ,.. _ ..,-., . 
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(4) Development of any changes in current methods of operation or 
assignment of responsibilities considered necessary or 
desirable to meet the requirements of 8 major emergency. 

.I': ! p ., 
'ITo coordinate the work of krmy-Navy Munitions Board Committees 

engnged in procurement functions to in.sur.e adeqwt,e progress, allocation 
. of workload, and resolution of differences, .To receive all rep,ortg and: 

review the major recommendations submitted .by this‘ committees. For these 
purposes, it will have direct access to the Committees." 

The Procurement Policy Committee will have its organizing meeting 
this afternoon. The members are: 

For the 'T&r Department . . 
Lt. G&n.'.Lutes, Director of Servic?, Supply.and Procurement. 

,Xaj, b&i'Poirrers, 8-4 ofthe sir Forces Staff, 
TVJO alternates. u 

For the Xav;r Department '. * 

R. Sdm. Braine, Chief, Production Policy Smnch '. , ,Xatsrial Division. 
K. Adrn. Rin.2, Chief, Procurement Policy Branch, Ltiterinl.Division, 
'Two alternstes. 

On October '7, 1946, tho Under Secretary of Aar and the ii,ssi'stnnt 
Secretary of the Nat=~ extended an invitation to the Diractor of’ the 
Treasury Frocurement Divisi,on, the ~~~~ritime.Commi,ssion, the Reconstruction 
Finance Corporation and the 8$eneral.riccounting Office to join with the 

<'ii&$: and'nTau3; Departments ib forming an InterTDepartmentul Committee to 
develop: 

(1) Detsiled reguletions under the proposed Post-Liar Procurement 
s Bill. 

(2) Protective mecsurzs considered.nccesssry in case of a national 
emergency, 

ev:iluation of' fforld 2o.r II' purchasing procedures. 
I' 

( 3 > An 

Thz .?kr Department will be re$rui -a cntsd on the Committee by Cal. 
1.3. Smith and the Navy Department by the speaker,. An early mceting.is 
nnticipa&3 

. 
. 

rye know now that the formal-advertisement, competitive-bid system 
could not &and the.gaff of war. l'he question npw is: /?ill negotiation 
of other systems be a..blo tn stand up in the evict, of ano-thar war, with 
its atom bombs , rockets,, jet plcnos, etc. 

. '. 
'?ie need creative thinkin and ims,;ination in the purchase field;' If 

we wore to :be content with logic only we would. be whistling in the c&irk.! 
Ye would probably rationalize an-existin;: situation -and vindicate. 

OUrSdves bg saying that we have solved the problem, when in reality we 
had only arrived tit a surface solution, * 

. 
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It is going to -take the best brains we' can get to solve the 
problems th2.t confront us. llhile our country rightfully turns its 
eyes toward peaceful progress, we must keep our attention centered 
on the perfection of a smooth-working, quimk-opersting defense plan. 

The field has ample room for criginal thinking. MO plans heve 
been solidified, no genius has yet produced the final answer, I hope 
that I h?:ve provoked in the minds of some of you a desire to think 
FibOUt our problems, If I hav.e ) my talk has been successful. Thank you. 

(5 NOV. 1946 - 350) Ins. 


