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WAR AND NAVY DEPARIMENTS ORGANIZEDION FOR COCRDINATION
CF PURCHASE DIVISICN.

[ 4

30 OCTOBER 1946.

CAPTAIN ™ORTHINGTON:

It is a pleasufe te 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 U, 3., Naval Academy, ¢lass of 1915.
" He is a graduate of the Army Industrial College, class of 1929-1930. He
‘ Was a member of theé staff of the Army IndJSUrlal College from January,

1931, through July, 1933. " -

Admiral Ring was Officer in Charge of the Purchase:Division, Bureau
of Supplies and Accounts, from 1937 to 1943. ‘He was District Supply.Cf-
ficer of the 13th Naval District later. He served in the Logistics Section
under the Chief of the Pacific Ccean Area., In January, 1946, he returned
to the Assistant Secretary of the Navy's Offlce, where he is the head of
the Frocurement Policy Branch. 5

. H¢8 subject is War and Navy Depa*tments Crgannzatlon for Coordination
of Purchase Policies. Admiral Hing. R I
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THE NAVY'S BUYING ORGANIZATION
AND
ROLE IN JOINT PROCUREMENT

Before the war the purchesing stetuieslrequired that every contract
let by the Nevy Department be awarded after advertisement for formel 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
automstic, it requires little judgment except in the maintenence of a good
mailing list, and if properly followed it precludes favoritism or corruption.
It has stood the test of more than & hundred years, and under normzl pesce-
time conditions, it is for meny meterials the bhest buying svstem yet de~
veloped, : ﬁ

Even in peacetime, hrowever, this svstenm involved some serisus limita-
tions which had been apverent for menv yesrs, but for which no corrsctive
measures could be developed, For wsrtime use this-formal advertisement
system proved zltogether inedequste.’

The Navy's freedom of action wss limited in various weys. New sources
of supoly for standard items were difficult to obtein, inasmuch os new
bidders were forced to meet the kesen comrnetition of experienced producers;
educationzl or develovmental orders were not permitted, Fxcept to the
extent thet lsorge corcorations were willing to develop products in the
hope thet the Navy would leter become a customer, reseerch work was confined
to the Nevy's own lsborstories, Perhaps the most serious shortconing wes
the delsy in procursment caused by this system. ther defects of this
system which ceme tor light during the wer will be discussad later.

Shortly before the war began, when the Nation bsgan to strengthen its
“hemispheric defenses end expsand its ermed forces, the recessity for modi-
fying peacetime purchssing methods bacame clsar, - The costs of building
bases and alrfields abroad could be estimeted only roughly. Contrectors
able to handle such large projects wers so few that competition was in-
adequete, and any fixed price bids which mizght have been obitained would
almost cartainly have been padded with large contingency allowances.
Recognizing these problems Congress in April 1939, authorizzd the use of

cost-plus-a-fixed-fee (MOPFF") contracts.

Under these contracts, the cost to perform was estimated in advsnce,
and an. appropriate fee fixed. The contractor was naid his actual costs
plus that seme fee, The use of cost-plus-a-percentags-of-cnst contracts
was expressly denied. Under this law wartime negotiating techniques originated

The next few months saw successive modifications of previous legis-
lation in order to permit the Services 1to copa with fast-moving events and
changes. The Vinson-Trammel restrictions on profits were suspaended, The
split-award method of dividing ewerds wes euthorized. The waiving of

¥/ ReS, Sec., 3709 & R.S, Secs. 3718 et seq, and others,
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. .formal edvertisement was suthorized, together with limited uss of con-~

" tract negotiation, the use of advance payments and the furrishing of
facilities to contractors. Not until pessege of the First War Power Act

in Deec. 1841, however, was negotistion suthorized for the murchase of general
military supplies. Mesnwhile, the Nevy took the first steps towerd de-
veloping suitsble techniques for negotisting contracts,

The negotiating proczdures adopted in this sarly stags genasrelly

provided for group perticipetion on the Government's side and the review
and approvel of proposed awerds by formel or infermsl boards., This pro-
cadure wes adopted to safzguard the Government's intercsts, to pravent

svoritism and to compensate for the lack of trained nagotiators. This
early and informel prectice of group verticipretion in procurement negoti-
ation developed lster into the us? of regulsrly constituted negotiating
teams consisting of parsonnel skilled in technicsl, legel and business
matters, It illustrates, incidentally, efforts med2 by the Navy to use
checks and belencss wherever possible o prevent improver or ill-advised
acts. . B

With the impact of wer and the growth of 2 seller!s markel, it be~
came increasingly difficult to procure undsr the formel advertissment
syster., The huge increase in government purcheses crastad a moropolistic
market end disturbed the normal merket place reletionships which operated
in peacstime to control prices, Bidders' lists grew to an enormous size;
the time required for sdvertising =nd soliciting bids could not be spared;
many doesirgble vendors unaccustomed te Government prectices heositated to
bid boecause of unfamiliarity with the system. Moreovery: the competitive
bid system was not comratible with the policies of the Wer Production
Board which were designed to maks the best use of eveailable fecllitiss, to
spread contracts geogrephically, snd to mske the meximun use of small.
husiness and merginel producers. : '

: : 2

The First Wer Powers Act, passed on 18 December 19417, 2nd FExecutive
Order 9001 geve the Navy Depertment genersl authority.ho contract by
negotisbion rebher then by advertising end the War Production Board sub-~
gequently instructed the Services. to nlace all contracts by negotiation.

WPB directive No. 2, deted Merch 3, 19L2 ordered that all contrscts
be plecad by negotiation after-sscuring quotztisns from qualified possible
contractors, and thet the procedurs provided by Section 3709 of the Re-~
vised statutes should be used only after obtaining specific 2uthorizestion
from WPB, the Director of Purchases, It further provided that in placing
contracts regerd should be peid to:

(1) Securing performence in time,
(2) Utilizing services of smeller concerng to perform
simpler tasks, in order to donssrve the cepecity

(3) Plscement of orders with firms requiring the smzll-
est emounts of additionel mechinery and equivment.

2. 55 Seat, 839
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Within the limite prsscribed by this order and its leter smendments,
the Navy, in its negotiaztion ef contracts, utilized informel comnztition
gs fully as possible in seleeting sources and determining nrices,

At the outhread of the war there wes no office in the Navy which
served edequately to coordinete the materiel ectivitiss of ‘the Nevy and
to meintein liezison with the various civilian agenciezs concernad with
metarial problems. Before the wer, the reletive simplicity of detzsrmining
meintenence and repair raquirements and the centralized purchass syste
meda such.coordinetion reletively uvnimportant, but with thz outhrezk
war coordinstion baceme imperztive, In recognition of the nsed of central-
izing policy responsibilities, the O0fficz of Procursment and Materiel
(OP&M) was established on 30 Jenuary 1942 in the Office of the Under
Secretary of the Navy to coordinste 211 the materisl procurement ectivities
of the Nevy Department end to suparvise progrsms for tha procurement  of
ships and mat

erials of avery cherecter.’ . o .
The newly creeted office took over the functions of seversl other
organizations, including the stetistical unit from the O0ffice of the Chief
of Navel Operetions; the Mechinz Tools Division from the Offics of Shore

Establishments in the Assistent Secrstary's offices; the Compensation
Boerd; and the Navy Contrect Distribution Division., This Offics served
throughout the war as the Navy's top exscubtive orgenizastion concerned
with planning, policy &nd coordination of procurement functions.

Internelly OP&M was divided into four branchss, in addition tn the

Navy Price Adjustment Boerd and the Compensztion Board(lster rensmed the
Boerd of Contract Appsels). The Production Branch scted a2s 2 "broubls
shooter! for industry, and sxpedited the vroduction of Navy contracts.
The Plenning and Statistics Branch forecest the Yavy'!s needs, maintained
stetistical contrel over them and elso mesintasined current records of
production. The Procurement Branch wzs responsible for c¢learing contracts,

coordinating purchese policy throughout the seversl Burseus, =xpanding
sources of supply, furniszhing contrsct negotistors to the Buresus, main-
taining end supervising & Nevy insurances programn, superviging the various
- progrems of finenciel essistance to contractors, znd saving criticel
naterials by revising specifications, The approvel of this office wes
required before the szwerd or extension of any contrzet in sn amount of
$200,000 or over. The Resources Brench(leter merged with ths Production
Branch)was the Navy's representstive on the Army-Navy Munitions Bosrd, which
“was initislly exrected to serve zs the mechanism for integrating militery
requirenents with industriel productive cepecity, This problem and the
attendant problem of coordinsting Armv and Navy procurement are trested
at lesngth below.

ipeted, there wers esteblished within the 0ffice of Procurement
s &n Industrisl Bsadjustment Brench, o Contract Settlement
he Navy Materiesl Redistribution and Disposel Administretion.

The functions of planning, procurement, =nd production wers thus
brought together in one crgenizetion responsible dirsetly to the Under

ization hes since been described es
* 4

Secretary of the Nevy, This or
"the Navy's genersl staff on the incdusirizl front,n

'
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The Buresus continued, of courssz, to perform thsir normzl operating
functions, subject to policy control, coordination cnd_rev1°w by approprizte
sections of OP#, This is enother illustretion of the Navy's effort to set
up 2 system of internel chocx and belances to operste even under wertime
stresses, : ‘

Farelleling ths centrelization of procurem=nt policy and nlenning
and closely associzted with the Office of Procur=sment and Materiel, ths
Procursment Legel Division wes established within the Office of ths Under
Secretery in September 1:94Y, This office recruited the services of
c1v111cn lewers, treinad in business and commercizl lew, #nd =steblished
within the severel techriicel Burssus 0fficas of CQounsel who were charged
with the,respons;bllnty of drafting 211 nroeurement contrects and advising
on rrocursment legel mrtters, The Procurement Legel Division with e
centrivetsl orgenization oparated es ¢ furthar mezans of coordinsting tha
procurament functions-of the seversl Burs=eus, In August 19L) the Pro-
curament Legel Division W?s'renamed the Office of the Genersl GCounsel.

h Navy anternd World Wer ' IT with its purchesing orgenizetion
centrelizad in ths Buresu of Surplies & Accounts ot Weshington,

Qr?9n120tvon, during wer 2s well £z peace, functioned setisfoctorily
mrchsse of y°rﬂr91 stock ond WPlﬂCCFEﬂC“ items, In the purchese

ochnical meterisl for othar Buresus, hovwewar, it hrow"d nnsetisfactory,

As to stock and meintenernce items, the Bursau of Suppliss end Accounts
ane

is responsible for the entirs Drwcwremﬁnt cycler maintenence of stock
records, determinstion of requirements, ond actusl puJ,h?se of matericls,
The Bur? sib} m[irteﬁn a steff possessing the requisite technieel treining

to equin it to hemdle thg cequisition of standrrd stock ond maints
items. Thus, the Buresn 1s in ¢ pesition not only to control the
buying cycle, but-glso to hendl» sc stap with due sttention t
technicel deteils involved. This int grftﬁd operation proved s
even under the Strhug’Of wartime procuremcnt. )

» N

As to techniesl, developmentel, eond resserch items, however,; the
situstion wes different, Tor technicel Jnﬁ oombct meterials, the Offies
of Chisf of Navel Operations decided whet is 1waded, when it is nesedad,
where it is needed end how meny are needed, These zre metters of militar
judgment, Once thess decisions have besn made, it becomes the rgquns1b111ty
of the various technicel Bureeus to frenslste them into sctual meterizls
embodying the Best end lrtast designs, snd to arrange for their delivery
a2t the spzcified time eand place, in the specifi=d quantity, The technical
Burceu, being responsible for designs, specificotions ond dsliveries, could
meintein sdequste control over 1ts procuremsnt only if it controlled the
procurement contrzset itself,

In order to shortcut ths ngcessity for chennaling through the Bureeun
of Supplies end Accounts 21l chenge ordars, contrect ﬁmondmnnts, chenges
in spacificetions 2nd contrzctusl communications, and to further the
expeditious swerding of contrescts to those concprns best equirped in the

5
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knowledge of 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 Accountse By .this dirbctive, the
‘Secretary provided for transfer of trained personnel from the Bursau of
Supplies and Accounts to obher Bureaus, transferred the Negotlat on
Section of the Purchase Division of the Bureau of Supplies and Accounts
vo OF&M, and recognized the establishment in sach bureau of a slngle legal
division staffed with civilian attorneys, rspo”tlng beth. to the Chisf of
he Bureau and to the Under ecretary of the Na

Wartime conditions brouvht a multitude of serious probl@ms demanding
business judgment of the hi ghemu order. The sheer size of the buying
program in itself overwhelmed both the Navy's peacetime purchasing
organization and the productive capacity of its suppliers. Priorities,
allccation, certificates of necessity, Government-furnished facilities
and materials, and variocus other war-born mecessities complicated the
task still furthers Technological advances called for the production of
entirely new items. In radar, for example, laboratory research, proto-
type construction and production line manufacturs prooeeded almost
simultaneouslys In.such a situation changes in specifications during
production were numerous necessitating Prccuen*'changa oerdsrss, For
- example, on.one contract for an electronic unit, over 3,500 change .
orders were required. - t'was aluo Wifficult to predlct the effect of 'the
learning curve .in lowering bthe price of new prodacte, and the extent to
which it would be offset by material substitutions, advancing wages and
prices and other cnanrlng conditions,.

In this atmosphere of fluldlty and changlnv conditiens, the Navy
faced the problem of negotiating .satisfactory contract tPrmw, including
fair prices, By agrsement bsiween the Office of Price Administration
and the Servioeu, th@ Army &and Navy assumed complete responsibility for
the control of prices on a majority of distinctly military items such as
aircraft, vessels, guns, and their various parts and sub-assemblies. OPA
ceilings were effective principally on standard commercisl itemg which had
civilian use such a food, textiles and clothing, and machinerye. So far as
wag consistent with insuring delivery of suppliss in necessary guantities
at the time required, the Navy Department sought to negotiate closs
prices which would be fair and reasonable to both the Goverrnment and'thu
contractor, and would at the gams time serve ag an incentive to
sefficiency on the pa of the conbractor., It souyht to secure satlsf“c-
“Fory contracts by exten ive negotiation of conbracts, ‘

While the methed of negotiation Variedﬂsomewhat from.qne bureau to
another, and from one type of purchase to another, its main features
became quite thoroughly standardized. Briefly, it involved selection
of firms able to produce the required ﬁ%terlal; the request from each

such firm of preliminary guobtations accompanied by cost breakdown; study
of these quotaticas to determine the three or four begt offers; analysis
of the bids of these ralatively low firms in the llght of alls valluble

-6 -
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price, cost and profit information; negotlatlon with thcsa 1“1rmq, quotetion
by =2azch of iis finel bid; and ewerd to the firm making the finel proposel
most edventsgeous to the Nevy, The systen oould.be spzeded up by wire end

by telephon=; it geve the Navy's repressentstives an orportunity to gunestion
unduly high cost fzctors end overhead rates, unecsssary allowences for
gontingencies, unreesonebly high profit rates, high mark-ucs on sub-contrected
items, and numerous other prectices which increesed Navy dosts: it varmitted
obgservance of zrpropriste sscurity prnc outions: it offerad flexinility in

desling with manpower i‘@gU.L';‘b] ong, Smeller Wer Plent lagislation, over-
load=d plant facilities, end verious other important factors in wartime
- purcheaing; and it msde pos ssible the devnlnbmant of = variely of contrect

types teilored to the vericus specisl circumstences Nhloh crose,. As to
.most of the points I heve 7ust mentno nad, contr:ct neyotwetnon differed
shorply . from formel ﬂdvertlsemort ‘procedure

O

ne imrortent negotietion technigque c¢o n31stad of raqulrnng sach bidder
to furnish bre;kdown of Kis estimeted costs to menufecturs the goods.
Thaan anat hroaledaum Yo iemd b Am+--11QA'n o AP arond mrv e o wam At mane |
J.H.' ﬁ’ (PR IR A S = s L v L™ S WL S S I AL O A hl-CJ ! V\JH&J ‘IJ. Vel LU LRI CLC VUL
netertal end lebor ¢ sts, ovarhead rates, ﬂnd projected profits, ‘and thersby

a furnished b/ prospective contractors

5 te
0 27

assisted hetber bu vvnf Cost ta
1l end aileble to other contrectors,

ing. ds
were confidenti. nd not evelle

In the finel snelysis, buying is like surgery--:c11 the rulebooks do
little good unless gfskﬂlled men does tha work, Tha Nevy concantreted o1l
mejor purchesing activities in 2 few locetions: it concentreted control
over those purchsszs in eone office: zn?d it paid poartieulsr asttention to
essigning highly com t nt men to ths work of purchesing.

8
3w

The Navy wes gble to obtain ths services of men with business experience
in buying end s2lling stendzrd commercisl products, such s petroleum,
textiles, metsls, herdwers and Tvmber. These conmmodity buvers, sssigned
to the Buresn of Supplies and Accounts, were drewvn from their respsctive
industrias: they brought into the Nevy during ths war 2 background and
experience in their pesriiculer fields thet ld not otherwise hsve baen
duplicatad: end they heve returnsd to their former pursuits, '

There were in industry no "hattleshir buyers,"'or”big gun buyers,"
The Navy wes under the necessity, nevertheless, of szcuring and training
nan cepebla. of epplying business experience and judement in the buying of
these highly technicel products, At its psak, the Negotistion Section of
the Office of Procurament and Materisl includad szbout 2 hundred men, who,
with the commodity buyers previously mentioned, bought nearly 90%, by
value, of ths Navy's wertime needs, These men were outstandingly successful

usineas men of recogniszed iﬂt“?rltv, sel seted for their broed business

background, unusuel personsl sbility,2dd "nose for o treds,n Rnpr@swnt»,'
etives of thig Negotistion Saction were ?sswpned to, thp T“SP“CClVP tnchqi el

ry

burerus, to rssist in their vrocur-ment,

R
In two respects the negotirtors operated »s members of a:tsami In the
negotistions themsslves, the negotiztor hed his .own tzem, co*”ose7 oF en
enginesr dr techincel Axpert from the rrocessing Bar%au,.a cost‘enelyst or
accountent, end o lawyer, With this group ths negotistor wes 2blz to meet
on even terms with sny cqmnarablﬁ group rapresenting the prospective
contrector,
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Within the Navy additional procurement coordination was achisved
by requiring clearance from the Secretary's office before awarding any -
controct exceeding $200,000. while the authority to clear contracts
was not normally used as & veto power, it did furnish an opportunity
te insure that Bureau and major fisld purchacsing offices followed pre-
scribed poligy, that their operations were coordinzted, and the business
aspects'ofAegoh ma jor contract were adequately justified., .This high-
calibre, close-knit clearance group did much to avoid serious opsrating
'b7unders, present a. united Navy front to 1ndustry, and ksep policy
officidls well informed. The fact that seversl major corporations are
now reported to be introducing similar systpm6 ig not entirely c01n01dental.

~ Ths Cost inspecfxon Serv1oo of the Bureau of Supplies and Accounts was
during the war years, and is presently, responsible for the determination
of allowable costs under all Navy coso-plus-a-fixed-fee and trus cost con-
tracts, for the computation of price adjustments through the operaticn of
escalation provisions, for %the determination of bonuses for savings -in
cost, for thz computation of billing rates under Time and Material contracts,
for the examination and review of termination claims, and for furnishing
information to the techaical Bureaus sand negotiating teams relative to a
particular contractor's accounting methods, his actual costs and overhead
rates, and his fiscal orgﬂnlz”tloﬂ.

. To accomplish this service, the: Buresu maintains in the field cost’
.inspectors trained in acceounting who, in the case of larger contractors,
are physically located in the contractor's plant. Cuﬁst.nt supervision is
thereby maintained over the propriety, allowability and proper allocation
of costs which the Navy may be called upon to reimburse.

This organization was built around Certified Public Accountants and
by its independent discharge .of the functions outlined above provided
centralized cost inspection indspendent of contrncting officers--ancther
illustration of the use of checks and belances.

As contrasted with the situatiocn during the early months of the war,
when certralized pFO”ufuuLﬂt wa s, breaking down under its overload of
divided respomsibility, inadequote system, and excessive paper work , thers
wdre many advantages to this system of deeentralized proecurcment controlled
by a single central authority. kost importamt of all, perhaps, was the fact
thet technical procurgmﬁnu wa s done close to the t“ChnlC&l desks, where
appropriate technical decisions could bs made quickly, and by competent
perscnnel., ) . :

In the Navy, coordination was possible because while purchasing . was
decentralized among the various Burceus, the Bursaus in turn were located

in Washlngton physically close to each other and bo the Secretary's
offics. Hence geography worksd for the Nevy rather than agalnst it, as

would h »ve besn the cose had purchasing been decentralized geographically,
dWorld War I demonstrated the necd for the coordination-of Army and

Navy procurement in the event of o major war. Such-coordination Had
not bszen effected during that war, :
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One of the few fields in which ccordination of procurement had
actually been achieved prior to World War II was in the fmeld of alr-
plane frames, engines, and equipment. .

Between the wars slaborate plens for industrial mobilization had
been pmade which were designed tc avoid the evils of competition for goods
between the services in the event of another war, These plans called for
the allocation of various industrial facilities to supply the needs of
either the War or Navy Departments and for the determination of price of
negotiations. For various reasons the industrial mobilization plen which
was to have been headed by the Army and Navy Munitions Board was not
implemented upon the approach of war. '

¥ith the approach of war, the prinqipaf responsibility for

coordinating the procuremgnt policies and procedures of .the War &nd

Navy Departments and other government procurement agencies, was vested
in a2 succession of civilian agencies beginning with the National
hdvisory Defense Cormission, followed in turn by the Office of Production
Management, the Supplies, Prioritiss ¢ nd Allocation Board, and flnally
the War Production Board.. As early as 6 June 1841, Mr, Donald M, Nelscn
was appointed head-of the Office for Coordination of Nationel Defense
Purchases, an office of the National Defense Advisory Commission.
Executive Order 9084, establishing the War Production Board, gave the
chnirman of that board authority to "determine the policies, plans,
procedures, and methods of the several Federal Departments,.,in respect
to precurement and production including purchasging, contracting, spesci-
ficaticons and construetion...'" " Appropriate organizations were set up in
WPB to exercise these functions and = Purchases Policy Commlttem {later
superseded by the Procurement Policy Board) was app01nted on which the
WFB and the various procurement ag@ncles were reprcgent@d. This
Committes was to aid the .wPB in its functlons and to review policy
determinations prior.to 1sg1ance,, Uhtll_&prll of 1942 211 major contracts
entered into by the Navy Dgpartment were. ¢leared with the war Production
Board prior to placement, It is clsar that major responsibility for
coordination of the policies and procedures of the. services lay with the
WPB and its predecessorse. The Procursment Policy Board served as an
important medium for developing agr‘empnt betwesn the various partlns at
interest on the broad policiss and procedures to:be"hsed.,

A%t the operating levels within the services the coordination achieved
in the early years of the war was largsly the result of collaboration
by individual technical services and bureaus prompted by the obvious
ne03551ty for g¢lose coordination by “the Services in their wartime
purchaslng and aided materially by the Army-Navy Munltlons Board whlch
resolved conflicts between the Lwor SeerCbS¢

Coordinated procurenent efforts were demonstratod in a number of
commodltles in the early staves of the war,

lumber. By the_m;ddle ‘of 1942, it was evident that the lumber

,procurﬂment methods being followed by government agencies, particularly
. the Army, Navy, .and Maritime Commission, were distinctly unsuitable to

- 8 -
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meet the existing situation, In general, demands exceeded the capacity
of the industry. Each government service was making its own conpracts
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 6f Engineers developed the "auction" system of buying, wherein
suppliers sent their representatives to regularly scheduled sales for
which requirements ‘had been circularized in advance. At these auctions,
sales were closed on the spot. The auction system was.so successful
that the Army snd Navy Munitions Board on 1 September 1942, set up the
"Central Proeuring Agency" for the procurement of lumber for the Army,
Navy, and Maritime Commission, and for any other govermment agency
desiring %o come into the program, Field purchasing offices wers set

up and staffed with personnel of both servicess

Food Products. 4 similar situation developed with pégard to food
products. - With the advent of war, peacetime methods of purchase of
subsistence items by the Army and Navy appesared inadequate toc mest the
situation. Cpordination between the two services and.the War Food ‘
Administration was effected and the single-service procurement method
adopted, (ie.e., cross-procuremsnt) where one service buys for both,
with thé Army dbuying about 85% of Navy requirements as well as all of
its own, and with Navy persomnel assisting in the operatiocne ' '

Airplanes and Major Components

Very early during the war, the Army air Forces and the Bureau of
Leronautics adopted & plan for the single-gservice procurement of com=
plste airplanes, compléte airplane engines, complete propellers, and .
some major accessories, together with their spare parts., This was.
done by having -one service or the other purchase directly for both
services the ktotal ocutput of esach major plant, This did not preclude
. the cpposite servicé from getting a large part of the output of that
plant. For example, the Navy purchased the entire output of Pratt and
Whitney; but in-cases where the two services agreed that it was
desirable that the Army have a specified part of the output of FPratt
“and ‘whitney, the Navy simply purchased it for the Army.

There were numerous other sxamples of coordination in the earlier
‘years of the war, Most took the form :of sither. standardization of
end -items or of single-service procurementes . Somé noteworthy examples®
were: crawler tractors (uader 12 miles per ‘hour), bunker fuel oil, some
anit-aircraft guns, armor, small arms, aviation ordnance, some eleckronic
equipment, and chemical ‘warfare material. - : :

ILate in 1944, the Secretary of War and the Secretary of the Navy
appointed respectively Celonel Vi.Hs Draper, Jr., and Captain LelLe:
Strauss to make a study of the existing procurement coordination bhatween
the two services, to indicats the functicnal linés and material fields
in wHich further coordination appeared dessirzble, and: to make recommenda-
tionsg as to how such coordination should be accomplished, These officers

-
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assisted by a staff composed of offlcers cof both s rv1ces, completed
their report and submitted their recommendatlons to the Secretarles
carly in 1945. ‘
The study'was conducted along two lines: First as the coordination
which axisted and m1mh+ immediately be improved in qneolpled classee of
aterial, and second as to the ooordlnatlon which ex1sted and mlbht be
1nprov d in the various functions which comprise procurement or. arg
clogely related to it. -

The report concluded that in thres of the thirteen material fields
studied, coordination wes adequate; and that in the remaining ten fields
further coordina tlon, 1n‘varyi.g.eﬁtent; should be effected;

Along functional lines, Messrs. Strauss and Draper“forwarded the
reports of the staffs which made the individual studies, but made no
separate rﬁcommendatlons,

s a result of their study, 'Col. Draper and Capt Strauss made the
11 recomendation that +’hr;n~n ke established ”.'r’nrﬂ* T\fqtew‘sg" Chie

L GO OIENICIIUR e O Wiy vaiod Co Vv v SO0,

[o]

of Staff" to be composed of four senicr officers in the War and Navy
Departments dlrectly concurned with material:; and that thev appoint,

subject to the Seorétaries"approval, a Joint Dirsctor ‘of Material.

afa
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It was proposed that the Joint Director be authorized to igsue joint
gulations, in the name of the Joint Material Chiefs, to the ssrvices
d bureaus of the War and Navy Departments along some functional lines,
and that along other functicnal lines the Joint Dirsctor actas a
coordinator. The function of this organization was, of coursa, to
achieve procurementr cocrdination and to clothe the organlzatlon with the
necessary authority for accomplishing the purposs, Thig’ ovbrall
recommendation did not receive approval, principally because it was felt
that such a astep would be premature, Too many points of uncertainty
remained, as to which additional experience was nbeded. This was
particularly true in regard te the relative merits of the three prlnclpal
types of coordinated purchase, which I qhq“” discuss in & moment.

» e SRRSO (SRR {2 A0 FEAS-R 8 R

In the procurement of specific materials the recommendations made-ty
Col, Draper and Capt. Strauss have proven of considerable value and hdve
been put into effect in whole or in part by both services.

s have teen developed t

Navy vurch ., collaboration
YJoE ) s +

L

o]
procurement,

o)
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The flrst two methods requzre elaborate orvanlzatlon. The thirgd
method, single~serve or cross procurement, in rnneral requlres.@ew
chanves, and permits easy éxpansion or contraction, Because of this
simplicity and flexibility, it will probably prove the best method for

r\""nv\ “"hf\ﬂf\rxl

coordinating Army=Navy Procurs me ol
SRR Syl LLduly vy +T0Cu emen’t in mest areas Ly

procurement is possible. S
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4Any procurement system must permit each service to assure itself
that it needs will be satisfactorily met, As we approach a new
material field, sither of the first two methods illustrated may be used
in the exploratory stage, with every effort being made to arrive at cross
procurement as the final;solution.

. By V—J Day procurement coordination between the Services, althougk
by no mea1s complete, wags far shead of its status at the sbart of the war
or even at the time of the Strauss-Draper report. The extent of this
coordination will first be described according tc the more important
classes of material and, then along functional lines,

() Subsistence, lumber, crawler tractors (undef 12 miles per hour),
and aviation material. <& high degree of cpordination

. conbinued. :

(b) Medlcal Supplles nd-Surgicwl Bquipment.

All necessary praliminaries to the establishment of an unmy—ﬂavy
Medical Procuremeﬁt Office had been taken.
(c, Textiles mnd Clothing. The prln01pal buvlng offices Qf both the
Army and Navy were houséd togsther in a single officevin New'
~ York City, although each of these buying offlceq maintained
" its own staff, the buyers.of similar products had ‘adjacent
of fices and‘wore in constant contact with each other. This
illustrates ccordination fthrough collaboration of buyers.

- (d) Petroleum, Fuels, and Lubricants. A central petrolaum
purcha21ng agency was established in Washington coverlng all
lar¢e~volumé procurement by the Army and Navys, This was
similar in organization and: procedure to the textile and
'clcthing,buYing operation.

As to small vessels, internal rcombustion marine engines, and parts,
ordnsnce, construction machinery and mechanical equipment, and .,
@1nctronlcs, some progress toward coordln tion had besen made, but n§t
as much as might have beendesireds’ TR o -

fProgreésuéincé:V%J“Day
Since V-J Day, further material progress has been made;

<J) The' Army and Navy Munitions Board has been reconstituted and
strenvthened. . : .

(b) The Armv-havy Joint Specifications Board and Counc 1 have been
9stabllshed with a fullvtlme staff, to develop 301nt Army-Navy .
spa@lflcatlons-‘

-

(¢) Ihs Joint Army-Navy Packaging Board haé-been established to
develop new packaging methods and materials, and to make them uniform

- 12 -
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(d) Legislation (S. 2496 ~ EH.R. 7209) has been introduced in Congress,
which, if pnacted will modernize pre-war statutes covering purchas°s
and will applv 1dentlcal to both services.

(e) The Army-Navy Medicai Procuremsnt Office has been established
in New York. This is a jointly staffed agency which buys medical,
surgical, and dental supplies and equipment for both services.

(f) The Quartermaster General and the Bur“au of SBupplies and
hecounts have as51gnvd paper, stationery, office supplies, soap, and
chemicals to their "collaborative buying" office in New York which also
buys clothing and textiles. ..
() The Joint Army-Nevy Committee on #onstruction machinery and
mechanical equipment has established preferred and alternate commercial
- models. . :

(h) The Army and Navy have agreed upcr the basic contract clauses
for fixed-price contractsy

(i) The. n}m§:de kavy are participating in ‘the dévelopmenﬁ of a
uniform Federal System for 1tem classification, identification, numbering,
and catalov format

‘(j)VFinaily, and’berhabs most important, s ﬁdtkiﬁg system for .
developing parallel policy in procurement matters has been evolved.

" Several of the other accomplishments just listed resulted f rom this
system, and still others may confidantly be expected in the futurs,.

You will be interested, I am surg, in soms of the most recent
development's concerning the nrnv~Navy Munitions Board. On September
13, 19Ao, the Under Secretary of War, and the Assistant Secretary of
thc Nevy directed the ANMB to establish a FProcurement Policy Committee,
- composed of two members and two alternates from sach of the two
departments. The duties of the Committee are:

"To initiate wnd p;esent to the arwy~ﬁavy Munltlonc Board
rocommendations with respect to policies and plans, including
procedures for the implementation thereof; in the fields of pro-
curement responsibilities and operations of the mllltary services,
in the accomplishment of the primary objectives of:

() Develonment of maximum coordlnatlon in all aspects of
current procuremsnt by the nllltarv departments «

(2) Elimination of duplicetion of effort in all elements of
durrent military preécurement to the maxinun extent
practicable. B
Development of procedures to accomplish an expeditious and
efficient transition from methoeds of current procurement to
those anticipated to meset the expanded requirements of a major
emergancyy

~
(€™
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(4) Development of any changes in current methods of operationor
assignment of respomsibilitiss considered necessary or
desirable to meet the requirements of a major emergency'

"To coordlnate the work of Army—Vﬂvy Munitions Board Commlttees
engaged in procurement functions to insurg a dequats progress, allocation
of worklcad, and resolution of dlfferences, To receive all reports and
review the major recommendations submltted by this commltteos. For these
purposes, it will have dirsct access to the Committees.”

The Procurement Policy Committes will have its organlzirv m»etlnb
this afternocon. The me nbers ares - . , .

For the War Department
‘Lt. Gen. Tutes, Dirsctor of Scrv1cv, Sunply and Procurement.

‘Maj, Gen. Powers, n—4 of the Air Forces Staff,
Two alternates. .

.

For the Navy Department :
R. 4Adm. Braine, C 1“3 Productlon Policy %ranch e tvrnul Division.

R. 4dm. Ring, Chief, rrocurement Policy Branch, Material .Division.

Two alternates.’

On October 7 1946, the Under Sscrebtary of War and ths Assistant
Secretary of the havy extended an invitation to the Dirsctor of the
Treasury Procurement Division, the Maritime Commission, the Reconsbruction
Finance Cor poratlon and the General Accountlng Office to. Joln with the:
War and’ Vavy Departments in forming an Inter-Department al Committes to
develop:

(l Detailed repulations under ths propoged Post-iWar Procurement
Bill. -
(2) Protective messurss considered»necessary in case of a national

lemergencye .
(3) An evaluation of world Wer IT Durchu51pg procedures.

The War Department will bs representsd on tha Committee by Col.
7. Smith and the Navy Department by the spesker.. An carly mesting is
anticipated. ) ) : , :

"[J

v

We know now that the formal~-advertisement, competitive-bid system

{\
could not stand thquaff of war, lhe question new is: #Will negotiation
of other systems be azblé te stand up in the event of another war, with
its atom bombs, rocke“s Jet planes, stc. o

We need creative thinKing and imagination in the purchase field. If
we were to.be conbent with logic only we would be whistling in the dirks
We would probably rationalize an: existing situation - and vindicate

ourselves by saying that we have solved the probldm, when in reality we
had only arrlvad at a surface solution. ‘
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It is going to take the best brains we canget to solve the
problems that confront us. While our country rightfully turns its
eyes toward peaceful progress, we must keep our attention centered
on the perfection of a smooth-working, gquiek-operating defense plan,

The field has ample room for original thinkinze No plans have
been solidified, no genius has yet produced the final answer, I hope

that I have provoked in the minds of some of you a desire to think
about our problems. If I have, my talk has been successful. Thank you.

(5 Nov. 1946 - 350) Ins.
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