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| \PROCURE MENT ORGANIZATION, POLICIES AND PROBLEMS
‘ ‘ OF THE DEPART%ENT Or T = ARJY

f 2 hovember 1948

. GEFERAL HOIMAN. Last week, we 1earned ebout the Armed uerv1ce51
>rocurement: Act. This is to be followed by lecturés from representa~
ives of the three Serv1ces on Army, Navy, and Alr Worce procurement
roblemsa : e - W

In deallng Wlth the subgect of procurement, one of the most. :
‘requent questions which comes up-ls, "What does industry .think about '
;his?  “lhat would be its reaction to this particular procurement
olicy or procedure9“ The answer to such questions must be very dare-
ully analyzed because a contract is a bilateral instrument. wlthout
mowing what the producer would do about ‘the particular ‘problem, or
.hlnk about 1t, procurement 18 bt ‘t to go along very smoothly.

Our sPeaker todaj brings: tﬂ %hi&’platform some twenty-five years
f very active and valuable experience in the fields of both research
ind development and procurement. e is. the Army representatlve on.a.
mmber of very high level procurement and: facllitles committees, yH3~'
1as appeared on thig platform a numbér of times in the last three years
\nd - the 1nformat10n which he has been klnd enough' te put- before tne
,ollege has been most valuable to-us 1n every way.,.

I taxe great Pleasure in 1ntroduolng to you, and in welcoming ,
0 the. College, Brigadier. General John K, Chrlstmes, who is the Chief
f Procurement Group, Logistics Division of ‘the Army General staff, .
le will talk'to you on the subgeot of "Procurement Organlzatlon, R
‘roblems: and POllCleS,"ﬂ ; R ‘

,General¥0hrlstmae. S e e

GENZRAL CHRISTMAS: General Vanaman, General Holman, gentlemen -
f- the fapulty, and students: I- -understand you work under a policy
f intellectual liberty down ‘here, so what I am glviog you is rot’
loctrine. It is just what I think. It will be up to you to listen
1so to the ‘other people who talk and. flnd out the rlght answers on -
mocurement.~ ' : ST ,

Of ‘coursey procurement is an awfully big subgeot, It is sort -
f like sini-you can talk about it longer +tlan we have time for, “I- -
inderstand your policy is to: limit this torture to forty: mlnutee.j«
'or that reason, I am going to bear principally on the war aspects, of
rocurement ifor this reasens:. In peacetlme, 1t somehow takes care of
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-itself, You don't get very much and somehow or other you manage to
get it all spent.  They don't return much to the. Treasury. All of
the answers were in-the book. If you can read, you will find them,
In wartime, however, it is a serious matter. '

Now, I don't like that word "procurement," because it scares
you. You never hear anyone use it, anywhere, . People usually say
"buying," "purchasing," . or something like -that. I think it is too
big. I, personally, like that: good old Anglo-Sexon expression “to'
get a thing." "If you are a commander and you tell someone on your

staff;’"Getnﬁq,Egme steal; get me ‘some artillery, guns, or planes,"
“you-don't ask too seriously how he got them if you are really hdrd

So that' is Whatqprbcurementxfs,;g@tting the item, It isn't

the little, simple matter of purchasing.’ -That is too restricted, in
- my opinion; althohigh that may be the thing the faculty wanted me to _
talk about. Teverthéless, with'my corcspt, let us go ahead and look. -

at ‘this "PZ‘Oblé?r",‘.‘a R T AR S s oo

Host people have, I am afraid, the concept of procurement as-
consisting of a lot of fat and baldfheéded'Oﬁ&ﬁande"6ffibafs;f1§Wyét$,f:.
accountants, arnd clerks,.in a smoke~filled room, wearing green eyeshades..
They don't know you, anyway, Welly the first essential 'in order to . .
get along is to. know your job, When you go ¢ the Army-Navy game, a = = .
lot of you will go to Union Station. Stop in front of it, " If you look ..
up at the top, you will.see a.lot of wise sayings up there; sayings.. . - -
which were Selscted by President Elliott of Harvard, ' One of them runs
this way: "He who would bring home the wealth of the Indies must carry
the wealth of the.lIndies with him, So it is in traveling: A man must.
carryfknongdgé;wigth;mfif;he%would‘bringfhome'khdﬁlédge,“':That‘WaSQj,g,
written about, 300 years ago. It is iu Boswell's ‘WLife 3f "Johhson," .
and applie$ just as much in procurement as»itVdoes’iﬁfanyﬁhingiélbe,f?i-,N
- If you don't know what you are doing, you can't do a ‘good job, I am -
sure you have recognized that in your line, I would . like you .to recognize
it in mine, U

The mission of procurement, very simply, is to get for the fighting
man what he wants; get it promptly.. ~If you'can't get What"hé<W?ntssu,
get the ﬁeafésx{thihg to it.. Everything else is supporting to that, -.
. Every other ac%ichJYQu,takeF~all»the.papers,'all”the}legal]jargcn,fand
all that=-is all corollary to-'it.. .Procurement is to go out and got |

what the Chief of Staff wants; what the fighting man wants,

Now the human mind, very luckily, forgets uﬂplééséntjthings;A{gi_wc‘
‘otherwise, T Buess we would all go nuts, or something. So Ifind =~ .0
among a lot of my colleagues, and. especially some of tie younger men, /
that they are looking at procurement fromithe standpoint of 1944y '




whan, 1n tae Alr borCcs, in the Navy, and in the hrmy the plp6 1ines’
were Jth burstlng open. All you had to do was to turn it . like a
 faucet, So I find our empha51s is goxng on efflclent procurement,
contractlng, ‘and dlstrlbutlon...m SR :

Get ycursalf back to 1940, tnere wWas rcully monkey bu81ness
about procurement because we were in: trouble, When you are in trouble
you can‘t quibble . over llttle detaxls.f

11 you do any rcseurch on procurombnt, W“lCh “you may have to
do, plerse don't look &b procurem ent as it was in 1944. Anybody could
do it in 1944. There was no urouole then. It was almost mechanize
You could almost push a button on the thlng.- Industry was tralned,;
The Army was trained. &1l of ws were trained. But go back and lock
at ;940*1941, and so on, if you want to- ryully do some research on
‘procuremont

There is ancther thlns. umma of you remember orld Tar- I, or
else you have read.about it. - I bslieve World Yar I and World War TI
saould be labeled in the books that any of us in uniform look at as

the "gold-plated or fur-lined wars," You could use either one of
those, expressions. It makes. né‘dlfperanoe " But the point is that
nobodJ ever said you couldn't have any mors., I mean it. If anybody
asked for anythlng, they said, "Sure!' Just get it for him." There
- were no questlons askod. Tnuru wasnt't any oottom to the barrel._

- The second tnlng is tnat we had allles out 4‘h»are covgrlng the
front untll.we got ready. It took thrce years to 5bt these factories
, bhllt Our whole attitude was not to accept anything unless it was
”gust rls’ . Tney would not accept a rifle if it had any kind of a
scratceh .o ,1t. 1t was a perfect gold-plated, fur-lined war. 1¢ you
‘aave got to have a. War, tnat's a nice kind to heve,

But I 3ud5e, JuSD from readJng the papers (¢lkc Will Rogcrs),
maybe the next war isn't going to be like that. Haybe these chaps,
our enemiles, are going to catch on.. They will plot this curve and
Say,"ﬁGW'Wu‘lOSt.. Lmerica has won twice becaus¢ we gave them time
to pre re, Now let's sock them when they're net looking.® That
' chln& to be concerned ubout, guntlcmen. It is my feeling that
in approachlng procurement for. the future we must bear in mind, first,
the basolblllty that we won't have nuch\tlme and, secondly, 11ke
‘Gensral Lee; we may have to improvise; we are g01n5 to have some of
the fellows wearing black shoss: and have a rlfle that is not cut Jjust
right, and -eat sometiing that 1sn't Just quits approved, and all that
‘sort of" tﬁlng. Maybe we won't. But we ought to think about it. In
other mords, 1myrov1sat¢on. S

It ds easy.to read anytnlng,‘=Bill Jones can see tuey. are to. !
have these miscellaneous tanks, or so many boxes of serum. It is all
there. They can-wread it in the equipment tables.,

3
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However, tneru is a more 1mportant phase to con51der Suppose
you have to make the command or managerlal decision, 'This stuff -
has to go over,  If you don't send it over right away, they will
lose the wer, What can they go WLthout¢ ~T%hat.can you substitute?.
You really have to use Jour head. - Thls‘answer is not in' the books,

So if, in your qulet moments, you have thought about this klnd 'f
‘of thlng, maybe you, won't be so shockod when it comes up. o

I understand you have already had Publlc Law 413 dlSCUSSGd vbry
ably. T noticed in your curriculum book that Admiral Ring is going
to talk to you on the coordlnatlon of procurement under Unification;
that General Brannon is going to speak to you on the legal aspects _
of procurement, So I am not going to show you any fancy dlagrams or
talk to you formally : .

. However, I thought you Would bear w1th me 1f we took up an
“actual item. It happens to be a 1and item, I like to talk about
something I know about. On land, nowadays, the tank is pretty well
recognized as being just as essential to the Army as the alrplane is
to the Air Force, or a battleshlp or carrier is to the Navy, "I
. have also taken that because it is a complex item. . The procurement ofy
say, soap, or things of that sort, is relatively easy. There are people -
making it and if you are willing to pay for it, well, they will be
glad to sell it to you. 1If your demands aren't uxorbltant, you wiil
- eventually get 1ots of soap. \ o -

Let‘s take a difficult one-—a tank, airplane, or aircraft carrier.
‘They are really hard., OSuppose a war should break out and any one of
you are "it.," You have to get going on this tank business.. You have
~Just finished your course ¢f study here in the College. You go out to
your new station. Thcy sent you because of your record. 'You haven't
beén tnerc long enough to. know about the customs and procedures. Yet,
you have to get going on this tank business. Now what would you do3.
Wihat do you have to do? ' I R

The very flrst thlng you have to find out is if we-have a de 51gn
that the fighting man likes. Then, if you havethat, you first must
- have some draW1ngs and sp301flcat10ns. That just means you have- o
go out and tell people what you want., Again, the thing is so complex
you can't recite it and say, "I want shoss sized seven, D width, and so
on," Itilsn't enough. It would. take you days ‘and donths to re01te it, -

You have to .study the draw1ngs. You uright thlnk‘that is a 51mple
matter. in article like a tank is designed,. largely, by the Government.
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that is, by the Army in this case. There will be a large stack
of government drawings, bub they will not be sufficient. There.
will be thousands of commercial components in there. for such
things as generabors, instruments, and things like that, TYou
must have all of those. And they will have to be right.

Then there has to be~a,specificatioﬁ;;kPractically every

 drawing will say, "This has to be made out of ‘this quality of forged
steel, or this kind of-brass, or this kind of"copper or alloy." The
specifications might make a nice 40 fool shelf, TYou must have all of

those around. A fellow can't make something 4f you don't tell him
what he is to do.’ ' R T - Ll

On your new assignment you would be lucky if you found all thatb
in order. That is not criticizing anybody. First of all, these
things are in a state of flux. For example, on the new M-26, or
Patton tank, already in procurement, they are now making changes.

S0 you nave to get all those revisions in there and gzet all of those
drawings together, R T ' ' ‘

If you are lucky, you might have a set of those drawings in
shape, - Before you have that, you haven't anything. That is one of
the things that industry can't help us with. The only way the: Army -
the Navy, and the Air Force can do anything about it is to have their
- drawings and specifications ready; we didn't in the last war. In
many cases; Ifthink we are better off now, But we are not perfect.
It isn't-a very romentic thing. It takes a lot of work to get out
. the drawings. It would take probably a year for a hundred engineers
and draftsmen to get out the drawings, charts, and graphs that I
mentioned. - : ‘ ' ‘

, So then you are ready to go to work, If you are lucky, you will
have your drawings. You are not going out thers with your mouth :
nenging open. . If the manufacturer says, "What do you want? What do .-
you want me to make?" you want to be in a position to say, "All right..
Here are the drawings. The truck is outside,™ If you can do that,

you have been victoriouss

Before you can go to any manufacturer you have to know whether
you can use him or noty Maybe there is somecne from the Air Force
 already out. there, He flew out. He could get a plane; you couldn't.
Haybe the Resident Naval Inspector has alreacy been there. He wants
them to make torpedoes if the plant hasn't been allocated. 4ll three
of you have to wrestle with this chap in industry, st

. You see, our Governmerit doesn't run like Hitler's. You can't
just have somcbody up here infRésea;ch and Development or the Munitions
Board say, "That plant is going to make so and so' ‘because the plant
manufacturer will say, "The h—-= you say.% First of all, he wants to
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make, quite naturally, something he knows about, Suppose he is-a
truck manufacturer. If you needed any of his trucks, he would
first want to do that.’ Secondly, he wants to make something he
thinks he can do.  He doesn't want to make & bad performance for
hls country (or his: corporatlon), so he must be llstaned to.

-We do have the mandatory order, T can tell you, havmng been. '

~connected with spending over 15 billion dollars inm the Ordnance
Departmunt of the irmy, that in the lest war the mandatory. order was
never used that I know.of. You don't get work done in that way. The
way you gét the manufacturers working with you is to have them do .- ol
something they know about and have them cooperate with you.: .So the
first thing you must have is an allecatian.  But allocutlons are not
given out unless the manufacturer agreed with it. You would be in .
competition with your Navy colleague, with your Air Force coll»ague,

on this thlng to see if you could 5et into ths shop.

The ideal orsanlzatlon is tnat we have &1l these Diunts allocated,
That doesn't mean just the main plants. Suppose you haeve the International
Harvester's factory at Moline, Illinois. = Whern they made tanks in this
last war, they had some 3,300 subcontractors working for them. So,you
see, it would be something to ‘put them all together. So yeu have to
get these foundrics, gear—cubting works, wire mills, and all klnds of
people to support this thing., Our staff in the Munitions Board is werk-
ing a881duously with the three departments to get that facility allocation
accompllshed.z Without, it, thére would beé much more confusicn. - aAnother
thing, I:don't think tnere would be enough money in the country to have
all of these ready on D~day. Tnbre is bound to be som& scurrying around
to get the stuff. Tﬂc allocatlon of fac;lltlas is an gnormeus JOb

That is not all-sowc of the vepartmen ts “re pretty lucky»wtne plannlng
you can do for procurement. You can- have ull of! the contracts written,
with a red seal on them, ready here for the pecple to come in and sign.
Everything is just as pretty as you would want., The thing is. all filed
with colored tabs. But' even with all that, -you are still playing paper
dolls. : oL BT T

In my .opinion,. the:greatest preparedness measure is to have a -
limited amount of production:going cn. .The Air Force is doing that.
It has been brought out in the Finletter report entitled "Survival
in the 4ir Age." There is mo preparation that beats having a littie
bit of somethlng going on. It's like using a car. If you run along in
first gesar, you .can aceelerate much mcre qulckly than if you have to
start from a dead stop. That is even mOTe. sc in the matter of productlyn.

May be thls poor man you select has never madb the artlcle oefore.
The artlcle he had been maklnc'was as much 11ke what?you want fTT-

6
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training at Fort ssnnlng is to actually being uver in tha war._.»
Lnereforc, somcbooy in our manage” :nt nmust decide in each case .
how much money for procurement plwnn*ns, how much money for actual
producing cf the articles, It doesn't have tc be so very much e
for current procuremenﬁ, but 1t should be cuntlnuous. :

_ - So ploase bear in mlnd that-1 don‘t want to sell 1ndustr1a1

- mobilization (whlch is an element of procurpment) short; I'11l come
%o that later on as a part of my discussicn-—you have: to try and '
see the big picture. You potentlal commanders and Staff officers
should always try to stand back and sse the plcture. Dontt get -
overscld en one thing, like some of those pecple selling medicine
‘that is geed for both dandruff and flatfeet. There is nc such

. sclution in thls game, So remember to stand back and get a brcad
v1ew. Bc sure you ccnqlour a11 the elemcnts. :

I mbntlonud brlbfly a»llttle wnlle ago selllnb the contractor.'
Well, facilities maintain in peacetime sales departments. In wartime
thcy qulte nwturallj maintain @S«reaiﬁtance departments. For some
gocd reason, -no doubt, there are still ‘a lot of small firms and even
seme. good~slzed firms that have never dealt with the Government, It
ig just one ¢f these mysterlous tnxngﬁ., ‘They are nct accustomed to -

. our system.A Thej have begen too‘busy to- study it, . Now your college 1s“
sendlng teams cut to acqualnt them w1th cur prkblcms. -

o Nuw Wnen represan+at1ves in 1nduutry ‘8g¢ that the Procurement
 Regulatichns look like & New York City telephcne dlrectnryn—they will
get thicker later oq-—thev 1mmcd1ately get frightened.. You have to
win their confldence._ Ycu have. t¢ ccnvince them you are Just-an:
average American boy whe, instead of gclng ;n the qutonoblle busincss,'
chn* in the nrmy business. , :

You nave o set vaualntOd w1th tnem.- They are used tL dcing
business with individuals. They den't want to cume down here to the
Penhagon., Tney den't want to see the derthr ¢f such and such a
branch. = They want te get hu;d of somg . 1nd1v1dua1 so they can procead
t@ de bu81ncss. : i

In procuramcnt, if yLu will ‘make ucqualntanccshlp Nlth the ke
in 1ndustry' in the englnecrlnr societies and trade a33001at10ns, your
path W111_"rtalnlj ‘oe smoothsr, The pay~cff is that ycu will know
businessmen. They will give you all kinds of advice and help, If you
write them an official letter and ask them what they think about so-
and SOy tney often won't coumit themselves. But if you ask them over
& cup of coffee, they may say, Wiell, I think this whole thing is
crazy, Joe., You ought to do it this way."* It will pay off in wartime
for the Armed Forccs p;ocurement personnel.to continue the efforts.
going on- now, to ‘get: industry to know what kind of people we are; to
.get to know 1nd1v1duals‘ Vou can't do too much of that, 1n my oplnlon,.
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I think this pollcy of the Industrlal College is g01ng to pay off f.‘
a thousand percent in that way. . . _

The second reason, of course, ‘that they don't always 11ke to

do business w1th the Government is they don't want to be overloaded.
The fellows who can stand on-their own. feet and make money in peace~
time are the fellows who can'do- the-job, Some of the dollar-a- -year
men, the smart ones;. won't take on too much. So you are going to
have to convince them of the. importance of your project. They don't -
want to come a cropper on‘anything. If they had to manufacture amy{
thing like a torpedo, they would be afraid of it. They would say,. y
. "We don't want to do that class of work," You will-have to convince = -

“those people and help them out. ‘ ' ‘ : o B

You W711 have to conv1nce the contraotor that thls tnlnﬂ won‘t .

hurt him; that he won't lose. any-money . " He has been brought ups. all
his life, to stand on his own feet. . there isn't any pay check coming
in from any place regularly. He hds been used to szr“alng on his own
feet.. He has. been used to thlnklnv of efrlclency and cost.. Now he
would have an entirely different thlng to think about. . You will be
amazed at him; he will be amazed at you. If you live with those
chaps——go out .on.one of thOSe courses and serve a year with 1ndustry—~‘
you will learn from them and you w111, at the Sane tlme, make it easier
for us to win the next war., : :

The next thlng you have to worry about with him is- Juuﬂoncr&ctingn
His natupal desire in many cases will be to get you to erect some
additional building, put sScme more machine tools 'in for him, . and.
so on. There are a number of reasons for that: He is thinking of
his:past, usually. He knows .that if he actually controls the whole
operatlon he will make more money, and 80 onc : :

. That is not so much now but, it. tdkes a long time to change
people.  But if we have the bud 51tuut“on of 1940 that I mentioned
earlier, you will have to say, "Instead of putting up this building ,'
‘and waiting for- all these m1111n» mocnlnes, let me find you a place,
‘say this brewery, down in-St. Louis. TYou can sendryour gear blanks
down there, *for mucn1n1n5¢‘~ e is cften coing to resist that,
Certain industries are used to 4t; others will ftht it. . I know Gcneral
Vanaman has had: experiénce in this subject. That is a part of. the -
procurement. of ficer's JOb ~you sce. -he has to get away from. that desk,
all those offlce people, cno all tuat smckeﬁ He has:to: get out and
move around . . . o

The nozt thlng youw huve to declde on'is tnc etnod of procurement.
There are all kinds of views on that kind of  thing. Our .experience in
the last war proves there are a lot of different ways. to skin a cat..

I advocate if you have a complex article like a tank——and it is
complex—~you try to get some strong management that makes automoblles,




or compressdrs;fOr'tractors, or something like that, to tgke over
the whole tank, or as much of it as pessible. ‘You don't want to
have to hire-all the expediters, clerks, and . lawyers. '

The Air Forces use successfully o somewnat different system, L
with & Very\Ligh~proportionwa*goﬁernment&furnished property.  That,
nc -doubdy wi 1 pe discussed hére . later on. ' I don't know exactly the.
motivating factor but it worked. They zot an awful lot of airplanes
in o hurry. e e : +

Curicusly wnough, in the early days of the war-—this actually
happensd—a -small business group. came down and szid they wanted all
- the drawings of & tank, We tcld them how hard it was to make. : However,
they thought we would get this little shop out at Squeedunk bo.make.
the wheels and & furniture company at Jamestown to make the seats.
Tiell, to make a long story short, they picked up all of the esasy stuff,
the easier parts of the tank. And right here I would.like to say nobody
was anxious to make the engine, armor-plate, or transmission, and in
such anaSe;'We'Would“haveftansgh{"f‘ “8)1 of that stuff from hmndreds.
of contradtors,tbfasaemble“a.cgi»1@$e«bamk,jJSo don't close your minds
to the method of procurement. . It only shows that perhaps each type of
equipment"should“befhandléd:differantly;.~Iﬂ other words, if you are
gding«toﬂdo~a”research'30b on procurement , study the Air Force Procure-
ment metnod; then how it wes done, say, in the Ordnance Department in . -
connection with tarnks; and perhaps the: Navy has a shird method, one.
with which I am not familiar. ST R
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_besides humidity.i~Someone*alWayskwantS'to standardize everything.

I mean}thé“shippingrticketsvare~allfgoing to be a certain lengbh.
They will all be of the same color. You are all going to do the

same thing, Wwhether you are buying;ladiés“hats, the Washingion
monument, or something else. “But industry.doesn't work that way. .
ind T don't know whether we can do it or not, I think the activities
~and products of the Armed Services are too diverse, After all, we.
~have to live with industry. We don't have a charter to make indusiry
over although some of us mway thin't so. Even in time of war we don't
have a charter to make it over. We have to adapt our situation to
industry. ~If we don't, I think we are sunk. e B

-'Ndw‘youthavefajfactory for-your tanks snd some.supporting .sub—
contractors. The contractor hazs said he can handle that kind of .
work, MHow many; Colonel?", he asks. Well, you hadn't been thinking
about it; you had too much else to do. -"What are the requirements?
You find we have & new mobilization plany we'll get the new require—
merits out next February." (It's November now,) Thé IBM machinss
are all busy on some other things-—counting neckties, or something-
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You wonder what to do. You are.a well-trained officer. For
twenty or twenty-five years you have always done what you were told -
-and not strayed too far afield. What are you going to do? You are
going to have the moral courage to estimate the requirements and
give the contractor a figure. It doesn't make much difference whether
you tell him 10,000 or 50,000 because he can't make many by the
- time they get those figures out, anyhow, The second thing is that
he doesn't care about your requirements, believe it or not. All he
“wants to know is the monthly rate of production., I can't emphasize
that too much, That is the only thing he cares about. How many a
month do you want of this thing?  That determines his pay roll; how
many shifts he works; how many thousand square fest of floor space
‘he needs, and so on. S A - :

- He must have that, But if you don't give him that rate, the
first thing you’know—~suppose you need 50,000 tanks-—you say, "It
isn't nscessary to have them all right away," %ell, suppose he
builds a factory that can make 10,000 a month,  If you are lucky,
in five-months after the factory is finished, you would be through.
You would ruin our country that way, We did a little of that last -

time, | .

. S0 you must ‘set -2 production rate, That rate must be some
 compromise between the ability to make at the earliest what the

* fighting men wants and the ability of the country t6 nandle tae .
‘facilities. He will ask you for a rate, He is not remotely inter~ :
ested in-'the total quantities so long as you pay him from day to day,
That matter cf fixing a rate doesn't come up enough in peace, I :
don't know whether it is included in any of your. literature down
here, or not, But I can firmly deéfend that, I ask you to be sure-to
consider that gquestion of quantity per month, In procurement you =
must state the rate, . .. : Coe e s

Thevnekt thing fhis“chap iS‘going;tO‘talk:to you abopf‘is
facilities, You are going to have to fight against“his~desire,pdLget3,
‘new facilities, which is a natural .growth out. of his business success,

Secondly, if he has a fixed-price contract, you will encourage him to

‘do that. Suppose he has bid, undar a fixed-price contract, on a
queer Army design of an item, (Say a chair), he had never made before,
Well, if he has a great big order, it will pay for him to get a big -
streamlined factory, The;bigger’and_better;thevfactory; the more
money he will make. - That is the natural urge,- He has made a firm
bid. His next job is to make that chair, True, you want a lot of . .
chairs but. at the same time you don't want him o wait two or three
years and build himself a brand-new factory if he could make use of"
some existing facilities, That is something you have to bear in .
mind: People don't change. This man hes done this wonderful job of
building up American industry by efficient production. In other
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words, hc 1s thlnklng unconsclously of ‘the cost ngment, Wh reas. you
want to get somethlng done qulckly and purtly rbgurdless of the cost,
But you nave to furnish him, in any case, certain. bulldlngs, tools,. .
aqulpmuqt, JlgS, and flxtures.‘ﬂ hat 1s an element of procuremant.

I don‘t know whuthbr I am trespa851ng on somcthlng tnat is 1n P
a later 1ecture or not, but what I am trying’ to say here 1s that, pro—
curement is not the simple. meetlng with people:and saying, “Look,‘
maks. & thousond tanks.,zwhat's your prlce° Please. sign ncra,“ and o
so ony That is not procurcmbnt,i That is not the kind of procurement .
we know of in war. You hove to ggt dellltxes for this chap. “You
must try ‘o Wanglu ‘out of the War troauctlon BOard, or whatevsr
agency we hgve in tne next war that does. the allocating, +the. things
he needs. You will Have to flnd tnem wherever you can——cgrburns,,
Jbrews rles, ‘or. g rung.,‘ . .

True,. tne contrdctor w1ll do some of 1t, out you will have. to .
do it too,. eSpe01a11y if ‘he ;svadverse to i, You may‘flnd he doesn't
1ike it. In that case, you will have to win him over and show him
tnat this stuff that the subcontractor makes is all rlght. v

So 1f you have'eareud on wnat he nbeds-the faCllltluS, and ‘S0
‘on==you. have agreed on the: rate, you have given him. the draW1ngs and | .
specifications, you are now ready to sign the conbract. For. an arvicle
at ‘least as complex as & tank-~1 believe with mos+ aircraft also~~3udg1ng
from what I have seen. of contract settlements, it isn‘t fair to ask '
for @ fixed price. If the contractor asks for enough money on a
fixed-price contract in order to protect himsglf, you will pay too.
much. - If he asks too little, he will be likely to fall. You want him
to go alons, or he mon‘t be any good to you..

You are forCcd to make a. cost~plus—a~f1xed~fee type of contract.
The" publlc hag the érronsous. idea, on that type of . contract, that. the
more a.man spends. on. “the. tank the more profit he gets, That isn't 80.
You'w%ll agres with him that this ténk is. estimatéd, when it gets into
guantiby produotlon, at $80, 000, You are going to want so many of
them. You dgree on a fee.. He gets that fee Whﬁthbr the price goes up
to twice. that or goes down below that set fec. So there is no urge to
him-to make the. tdnks more. prmn51ve.

" You negotlatc a cost tjpc of ﬂontr ct wnlch requlres that the
Government . put auditors in. there to ssge tnat the bills and the pay
rolls he submmts are rlgnt, ‘wnvn he says he bought $1, OOO worth of
steel last week and so-much copper, all of that must be in. order. The
~.Government has to audlt ‘that rgport. You must audit 1t promptly, too.
You have to pay:. hlm. After all, ne isn't: running. any churlty organlza—
tion. He has -to. pay these ‘men. You can't. cnﬂroe 1t,“‘ : :

And in many cases, under laws which do not exist now;. tne
Government will nhave to flnance h1m-not many of the blgger companles
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- but the smaller ones will have to be financed. The inventories .
and pay rolls required are too great, They can't take care of it,
So you will have to go to the Chief of Finance to arrange that. I
don't know whether you are going to have a ‘talk on that or not, but
the war financing ofiindustry,is‘a very important thing, No matter
which way you look at it, in the end Uncle Sam pays for everything
in a war, 7You can't expect the manufacturer of a line of goods he
- didn't know anything about to take the risk. He hasn't any control
‘over wage ratés, by and large, or even the prices of commodities,.
S0 you can hardly expect him to take much risk, Just be mentally
. prepared for the fact that Uncle Sam is really finsncing this venture'’
and hiring this man to do it, =~ = - | ' SRR

; Before ‘the last war we had a procurement law that had virtually

no flexibility in it.. In the early days.of that emergency, before we
got seriously into it, our ability ta procure was very much inhibited
by that, ~We now have this new Public Law 413, that wr. Andrews,
Assistant Secretary of the Navy, spoke fo you about, It states right
- on the very first page that when an emergency—it doesn't even say
"war'—1is declared either by the President or by the. Congress, you gsn. go
ahead.and buy without going through a lot of red tape, In other words,
it makes our peacetime preparatory measures much more sensible than
before. There are some eighteen exceptions, which you may have studied,
They should have an enormously good effect on industrial mobilization
and procurement planning. You can place a contract with a firm in order .
to kept it'alive or keep it in operation if it is important to your war
. work; you can place educational or study orders; and you_cap also ’

' negotiate to get a standard article. These are the three most important

featurss. . These;areﬁthings"ybu couldn't do before, : L

Tihen you -get into this planning work, wherever you are, you now
have a fine instrument that Congress gave us tc accomplish the things
you are learning here in the Industrial College in'planning.for
procurement, It will help us to’do.a-bettérfproqurement Jjob in peace-
‘time; much more intelligent and mhchfbepter procurement in wartime;
and more particularly, getting réadyﬁﬁor‘ip.f, . ‘

Now it isn't sc flexible a law as people in .industry are used :
to where they call up Bill (if it's paint they wagt) and say, "Look,
send over so many -gallons of paint." But it is a big improvement,
People in industry recognize that. e must not abuse i't,

|

 One thing that General Brannon may make reference to is the
fact that in the last war it took as long as a year to get a fellow -
to sign a contract., Hence there was an instrtmentality called a
- letter~order in which you wrote: very simply what you wanted., You,
in all probability, will have to use that kind of thing again., It is
. very seldom used in peacetime, at least in the Army. On the other
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 hnand, it's like good»eating}l~0nefcan overdo it. People‘would;take;f~
the‘1etteféorder§’and;later'theyiwouldn't,sign up the contract. Sign—
ing a conmtract is a pretty;esseniial~thihg,:espegiallvaith the Govern—
ment,‘wﬁéfefpersonnelgchangégTerQuently;IFSince'ydu must havefs§me
written ‘evidence as to what was going ony youfhave‘toﬂuse,a‘letterrorder‘
t0 get things started. “put I don't know.. One lawyer friend of mine said

if both lawyéns&wereVSmart“fheyfcou1d7ddﬁavccntractfin*a'Week,' You
ask Generéi*Brannon,about;thgt“whenfhe]cpmesdeWn,ji T e

You aré’ﬁowfopedAfdr,busigeés,- So-you have to Set up contract
administrationis - You have to pick a contracting officer, or resident
inspector, orfwhatever'he“is-¢alledpin'your;Department5}the-differentjfﬂ
Departments have dif£éfént'namesi;_ﬁe‘i34a,?eprésentative Qf‘y®ur$,,”
organiza ioﬁgiréSidentftﬁeré,ﬁth'administérsfthe{coptract and keeps
it goiﬁg.f*Hé#has*&*lqﬁfto‘Wprry;ab¢ut; tooy(-He‘has,togdo the auditing, :

He has to pay this fellow promptly. - He has to look aﬂtér;ggverﬁmenté.<"“"" :

furnisned property; there wi
. whether you like it or noty -
" made in spmeiafsenalfdrfné i
,thingsfmade;WitEVQne“set7Q£“
“have to-look after ell that.

11 be;someagdyefnmeﬁt*furnishediproperty; S
There Wi @galsdhbe'a'fewyspecialkthings‘=-~*'
: er strict rationing, . .
o) ng like that, Youw will
One of the big headaches right now is .
finding750me'ofltﬁiSwpfopefty"thatﬁwas“issued*during'the war. You
wave to take care af that. Sl T P

‘' You have to seb up for inépéétibn;,,(I belive3yougéré‘goingjto N

recéive ‘some special instructioh;in:‘uqt'Subject;dcwnfnere.) *InSpection-“'ﬂ‘

" is one of the biggéest headaché5f£0r~the‘very?simplejréaSOn that, for a
lot of practical redsonsy nobody in the SefviCes”pays‘too,mdph,attentiOn 1

to it. It is easy to set up inspesction and tell some boy to memorize
that and’ go ahead and follcw,it.ifDuringkwartime‘ydu want a fellow

smart enodugh not to follow. it. ;Thﬁt»is;where~it7is hard to get people.

‘Going back to this contract we were talking about, your boss

~ has promised a commander . overseas that there will be 200 tanks lesaving -
the Fort of-New York.on December first. You neve only one place to

get them——out of a particular factory, ~All the others are allocated’

to the Pacific or some allied nation. Youiwill find a lot of armor.
plate thatﬂdidn*t;Quite”mEet‘speeifications; “Are you going to taks it,

or not? The average Joe inspector would just reject it. Well, for -
one tning he dogsn't know enough about armor plate. He doesn't know'

enough about the urgency. It will come up to you, the resident fellow, -~

or you, the top man, axd\you,are-gping‘tOJhave*toxdecidé;'fNow even
though that armor plate may be inferior in quality; you are going to
have to say, “Why, surel They've. got to have;these'tanks,tiLet‘them-go-
. with that armor plate on them." And if it's too bad, you muy cateh
h——" forit, That is part of the moral courage you must have. ' You
don't ‘need physical ¢oura5@_but‘you7do#need“aﬁlbt;oifmoral courage,’

1————::\]-7.-1 ""‘-f”‘i :
E 2 ,,.,m ;‘S?'\S




€08

You will be faced with that kind of 2 problem every ‘day. - You
- will have to adjust the fact that for this inferior armor plate the
contractor doesn't get paid asfmuch.-.Those‘deqisions,cgmekup all the
time. Are you going to take' these tanks; these guns, this ammunition? -
That is why I make reference to this quotation on Unigp Station. If
you don't know'the best grades of armor plate from a billiard table,
- you ean't make the deciSion. Soméone in the procurement gategory of
tanks or trucks must know enough about this inspectien to make these’
decisions when they come.up, And they will come up inevitably.,

> The bad headache in the factary is that the inspectors and .
manufacturers sometimes won't bring those things to your attention,
Unless he" knows you or your men (as I have advocated to you), he may .
not bring them up, He'll go ih the back room and gripe, "Those dumb ©
government inspectors turned down this bayonet because ‘it was a

sixteenth of an inch too long and the scabbard is one~half inch longer

than the bayonet. What's the difference."  The inspector is guided by
the drawings, So you have to get those drawings changed, in this cage,
You have tc correct the tolerances on those rsjected bayonets and use

them., It's a big headache. I don't kinow ths atswer to it, except to

have an inspection course somewherq, But we can't spend all our life

going to school,

Now you have contract administration going and everything is .
lovely. 1If therec were any justice in 1ife, you would be aliowed to
sit back, rest on your ocars, wait for a prometion or an oversans
command. But you've just started. Now you ‘get out there end serateh—— .
and I do mgan scratch! There will be all kinds of difficulties. You =
have to go out and see that these machine tools promised you out in .
Cincinnati aren't picked up by some Industrial College classmate.of Ll
yours in the Navy who wants them for soms submarine project. He is an
aggresive sort of fellow, Maybe ha would go down and +ail A bohter
line than you do., You will have to be "on the ball* ag nuch as iz a

-

game of football except in this case,yéuvdonft.get hurt physfcﬁigfg;

You have to go ouﬁ;'you“can't;dcfitsfrom your‘desk.\‘You»sénd’:'
a smart,aggressive youngster out.  You tell him, "Go out there and

“dontt, come:baék'until you have thoss milling mashines. I =rr+ voucgoo
‘ride the train with them. -1 want youhte vide he heargows w

This is the way we got stuff in the last wer. It won't soms {lying in
Af you just sit there at your desks' So I'can't advise you to do
anything but just get out there and scratch, R

I am reminded of a story they tell me about General Knudsen,
You know, when we were in the war; along about 1942, they zot out a
Controlledquterials5P1an,,which,was a very censible .plan,. waereby
eritical materials were controlled and rationed. It was a rather
complex thing. A number of lectures had to be given throughout the .
country in oérder to acquaint industry and its key people with it,
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General Knudsen took part.— At one of those meetings, after he had
given his talk,- a man in the back of the room, whom he evidently
knew" got up and said, "I'm all mlxed ups I'ma little worriad,
Tell me frankly how we get materlal under this new plan," The
General looked at him and said, "You get it 1like you always got it
when you were. working with me: Get out there and scratch for it."
No matter wnat the system 1s, don't forget that. :

There,/ baln, if you pmck a good management, it will help you.

It i& used to -tne expedlters. It uses “them, Expediting is a regular
trade, : That is one reason that, in my opinion, if you-had a choice
between placing & centract with'a ‘good management that nad ne plant
and a poor management that had.a big plant, I would plck\the former. .
After @11, in the mechdnlzed Age it is still brains that.win. They
will get somethlng out for you.- Good: management ‘will make & lot of
dllference how suecessful you are and how successful we are.‘ L

I am g01ng to mentlon brlefly one. more p01nt' englneerlng
changes. “There-are a lot of rea s’for them,, One is that the men
who design things make mlstak,s,, I don't ‘have to tell you about thats
You remémber-that on one new ‘cap the radlmtor wasn't big enough; or ‘on
a new airplane ‘there was somethi g~wrong with the landing gear. They
do the:best they can. These thlngs are very coémplex, You will have
a lot of benshead and other mlstakes on draw1ngs that hdve not been s
in productlon for a Whlle. e ~

You w1ll flnd a lot of tnlncs on- your erW1ngs that you can't
get. You have to get rid of them, In this last war, for 1nstunce,
they first tock &1l the alumlnum out of the tanks; then they went
back and ordéred us to use all tne aluminum we ¢ould, First it blew-
hot, then it blew cold. Vhen General Vanaman wasn't using alumlnum,
we got some. Tnen, in tlme, 1t got sort of plentnful. L

Nlckel wasn't avallable for tne muklng of many paris; g0 we had - B
to change all those perts that had nickel in them to use carbon’ steel.
The carbon 1§ Just about as 5ood but the machining time is longer. So
they had to change tne wholé Sebup in the shops. - That is not somethlng
you will control, but- you Wlll geb 1t all tne txme 1o manage. e

Then the tactlcal requlrements Wlll be changing with use of .
your equipment. - Troops will find things wrong with it in the otates. -
The overseas combat commends w111 flnd tnlngs Wrong,

You w1ll get changes not by the dozen, not by the hundreds, but
cyaiwill get them by the thousands, ' I mean that, literally. In the'
early days of productlon we used to get an many as 2,000 or 3,000
engineering changes a nmonth on combat automotlve equipment alone, I understand
the flgures werée high also on alrplanes. I don't remember the’ flgures
but “they had plenty of eng1neer1ng changes, I know.
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. I remember when I testified after the war before the Stilwell

Board on equipment for the Army I was asked why we had tq have so many

engLneerlnG changes. Thy did it. take so long to put ther in?  Those

are some of the things you havé to know, ‘They will inevitably come up,.

You will find this whole operation will be on you, on your inspectors.

All of the headaches will come ‘right up to you. That is why I say again

to read that verse on Union Statlon.~ You will know at least what you

are going into, \

‘ Then you will have spare parts te Worry . about, .The manufacturer
doesn't care what he is making. To him, it is all “parts," After. he
has made the part, he doesn't care whether he puts it in a box labeled
,"spare parts" or assemblés the parts. It makes no difference to -him, -
An alrplane or a tank.is just a bunch of pmrts, to him, He can deliver
them any way you Want. ' : : . ’ -

In the early days of the war We made as many mnd 1t~ms as we
could and sort of forgot the spare parts.. That happened, It isn't.
any. theory., e wére all a party to 1t. Later you w111 rearet it.

"It 1s g01ng to taae ‘a lot of moral courade to say, "I ‘have 1 Q00
engines hére. I'm.going to- assemble only 700 tanks and the. 300 remain-
“ing I'™m going to keep as spares," The manufacturer will wonder; the
people and newspapers will wonder, in the early days of a war. You.
have to show soms couraze to buck public opinion, Howsver, in 3942,
in the Ordnance contracts, we wrobe in that for every hundred vehicles
the proportionate spares. must be delivered concurrently or makers o
didn't get” tnelr ‘money, That helped a great deal

Before I leave that, I Would 1ike to sey you W*ll flnd many of

your business friends can't understand the number of spare parts we want.
You see, they have been maklng an article comparable to ours and it is:
running on a nice concrete road. Further, the fellow who nesds a part
pays for it out of his own profits. That holds his demand down like the
dickens. It's a good regulator. Just to cite an example, for one. type
of Vehlcle which was & commercial vehicle, not a tank, our demands were:
some thirty times the. parts that that company had made’ for: the. same
vehicle in peacetime. It was explaineble, but you have to explain:it.
‘He is going to say, "hell, the colonel's pencil must have slipped,.”

He simply won't believe it. He'll-say, "ihat in the world are you -
going to do with all those parts? He doesn't think you have room for
them: You do need them, and e, can. demonstrate that need. It is.just
another case where you have to sell your idea because when a man isn't
on your side you will get only cold acquiescence; you, want‘ hearty .
cooperation., It is a part of your. Jeb.' Startllt rlght by knOW1ng the .
man in peaCetlme. E - Lo R

Both the’ Alr Forcé and the Army found tnat you can't deliver: the
finlshed artlole from a factory w1th five: gallons of ‘gasoline, ready -
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for the customer to take off into the air or over the ground. S0
the Air Force set up ilodification Centers; we called ours Tenk Depots.
There are a mumber of reasons for that, Different users, different -
theaters,]différent'nationS3TWanpedgth@'end{pyqduct a lot differents
Als0, we need a reserve. There‘wére'engineering”éhanges that had to
be put on at the last minute. If they were put on in the factory, it
would have messed things up and delayed production, Don't do too -
much of that in the factory, for high production comes from stability.

Also, one‘contractor'will,bake'greater'responsibility,than
another. ‘From;onefmanfyou.willjgetfa‘tank‘including the gun, already
mounted, the ammunition racks, and all the rest,  But another manufacturer.
is afraid and he will only make a tank minus‘thé~fire~00ntrol equipment
‘and not much else, R SR : ‘ ’

So,; since tnese tanks come 1 differeﬁtly,Lyou'have to geb thém

into this onewcentral'placeévﬁhé“ﬂtank.depot,“ a “creature" of the

war, ‘We"have,never‘dealt‘wfth,SQﬂcbmpleXAan*artiCle before, 1t is’
interesting, I think, %o see that the Air Force, without any consultation,
go far as I know,;put‘infscmawhat?the“Same-plan~£or airplanes. - Didn't.

. they, General Vanaman? =~ P e e ST ,

©  CENERAL VANAMAN: Yes, they d@id.

. GENERAL CHRISTMAS:}‘NOW;I\would'like.to mention briefly inter—
changeability. It is a very expensive thing to nave, It may Have
been decided for you in peacetime, But if you are one of these -
procurement project,officers‘in*wartime; 1t 'is not unlikely you will
have to decide it. %e had to. RN R BT T
In the case of tanks, complete,intérchahgeability was almost
prohibited by time and cost. "In things like machine guns, where every
part is gauged, you cen take the parts and put them all in a big barrel
" and meke guns out of them, You can take them apart, scramble the parts -
and'againfmake“machine guns, To do this takes a lot of time; it takes
‘a lpt‘Qf]specialg“expenSiVe gaugas; ' ‘ B :
It ien't necessary to maks a tank entirely;interchaﬁgéable. You
can and do make ‘bthem of £ the same drawing, sure;j but that doesn't
mean they ape‘interChangeable,’fFCr‘even though you make things off"
the samg“drawings,'you‘canfmaké.exrors.~ The machine can make errors,
That dossn't wean they arefinﬁérchangeablesﬂnot'until:you put some~
thing on to measure them, gaugese : A . S

~ But you may have to make the decision, There are things that
must be,integChangeable,fthings that>wear_0ut, like breechblocks
and pistons. If the decision nasn't been ‘made for you-—and often it
won't have been made for you~-you must make it, It is something you
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will have to think about., If you d6n*t know whether something is
interchangeable or not, and have to decide, you will hold up the job.

If you don't have the information,

it will be difficult to obtain, -

If you are lucky, those decisions will have been made for you. At

any rate, it is something to think

about. ’

/ So now we ‘get to a sort of summary- of what I would 1ike,tQ 

. tell you about wartime procurement,
. ) :

Nobody can teil you te ignore all you h&ve‘learned~—all_the‘

discipline, all. the regulations, -and so on.. But if you have béen'g.'
smart fellow,-have‘kept your eyes open, and 80 on, the success you

achieve in war procurement--and, through you, having our country be. = . )

successful--will depend on your moral courage, your actiOn,,and,your

energy.,

I remember one of the dollar-a~year men who came in to helb‘tﬁe!

Covernment said to me, ®One thing i

t took me a long time to learn

while here in Washington is that some ‘orders people obey and some

they don't pay any attention to. "
when these preblems come up in wart
True, once in a while you will get

If you have the moral courage,
ime, you will know the right answer.
the devil for it, It all depends -

on the situations You hu.ve to take thet chance. That is where the .
moral courage comes in, If you'don't do that, you won't get production,

You will get just a.lot of paper. .

about. - Later.on the Menday~morning

should have done, That helps, too.

I suppose I could take a few mi
ment in peacetime., It's all in the
I am head of the Frocurement Group,
main branches in my group. Ve have

It's an awfully hard thing to talk
' quarterbacks will tell You what you

nutes to talk briefly about procure-
book, Up'in the General Staff,
Logistics Division. %e have four
a.Current Procurement Branch that

- prepares contracts for the Secretary or Assistant Secretary to act on
"~ to the extent required, first, by Public Law 413~-it is the same as
- ilr. Andrews must have mentioned~—and, secondly, by certain policies of

. our cwn Secretary, We work with Te
pecple who want business. . There ar

chnical Services and sec all the
€ a lot of them coming in. Current

Procurement is a ve active group.
, , Pe

Under this new single Department procurement the Ar@y.is buying

all the food not only for the three
‘occupied countries, It is about a
be worrisd about for g new law and

Secondly, we have a unit devots
known as the Readjustment Branch,
property accounts. There ars some
get paid, or got paid tco much. Th

Artied Services but1for’all of the
billion-dollar business. = It has to
new regulations are being tried.

d tc procurement in the last war,

It is sweeping up all these old

of these war contractors who didntt
ere was a war on. They made mistakes

and paid too much, or forget to save théir vouchers, ‘and so on, That

is the Section dealing with the las

t war,
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Then we have a section devoted to the next wsr, the Procurement
Planning Branch. ' That -section occupies itself with plans for procure-
ment in the ‘next wary - It is the prlnClpul contact with the Munitions.
Board. Officially, it works through The hSSlStant ‘Secretary ¢of the
Army, who is in charge of procurement. uctually, ‘there is much di réct. -
ccntact and members of the Procurement Group are con many committees
of the Munitions Board., I am on a number c¢f commitbecs cf the Munitioensi
Board, such as the Procurement Pol1cy ‘Council, Fac¢11t1ps Committeas
and things like that. Some of these men in the Prdeuremsnt Planning -
Branch are on as many as nine or ten committees each: stockpiling SRR
comm1ttues, committees to make d study of substitute materials, and all . ..
of that kind of thing, . They work very closely with the Munitions Board,.
with our- opposxtb numbers in the Navy (Jutrrlals JlVlSlon), and w1th
our cppcsite nunburs in the Alr Force,

'

The last branch we have is cne which you will study in ancther
part of ycur ccurse. I-will only give its name. It is the Standards
Branch, which ccnsiders speclfxcatluns, stazndards, inspecticn, and
packaging, It works very clusely w;th the munltlrns Beardts Standards~
Agenqya W ; : . :

A nacessary carollarj to procuremant is the specifications..
Without them, you won't know what you want; you won't know where to-
look for it. 'Then, too, you have got to get some standardization.
That standaras work is a handmaiden to our othcr aﬂt1v1t1us.‘ ‘

Ve are: terrlbly busy_ln our. Procurement Group with two main
things: ' First, ‘working with the dunitions Board on Unified pro“ure~'
ment under & single deﬂartment. Admiral Rlng will describe this in
mere detail when he comes here, A lot of hard work is going into that.-
Secondly, there is a great deal of work being done ‘on various standardize- -
tion programs, ‘and things of that sort. You will také that up in another .
aspect-of your work, - It isn't ®y ‘business to talk about standards, but
don't get standardization too mixed up with procurement, It isn't
procurement.- Procurement is getting things. Another thing is the :
1mprovement of procurement. I mean that is a separate subject, - Procure~ ‘
ment is getting what the commander wants, as -soon as you can, .and as-
promptly as you can. In peacetlne, with our ‘procurement- somewhat llFltbd,
it is a struggle to get the right articles for the Services, especially
~-right now.Q~ I ETRT) (BRI S N ‘A TN e

‘In any case, procuremcnt is a thlng worth being in. It 1sn't 8’
very romantlc thing but. it is: essential. Since we must have it, I hope
some of you gentlemen will get 1nto it. I can't promise you that you
will get any rewards out. of it, or anfthlng like that, but I deo:think
you will find-it 1nturust1ng.ﬁ I know it “is. absolutely esSentlal. We- . &
'found that in tne prevlous wars people dldn't pay ‘much attentlon'to i, A
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It!s awfully hard to get a fine young fellow 1nto somethlnb like that, -
He wants, 1nstead, to get into sonme cowbat unit., ~ But, someodne has to
do ite "And if you put all of the punk ones in procurement, Lord "help
you, for at the other end, at the front, nothlng Wlll come out, you'll
laok supplles and equlpmont . .
; In-summarizing this whole thing, let me ask you to bear this in
mind,” You must, first of all, havs ready some officers and civilians
who know procurement and various categories of-. supply. I am not
referring to the functionalized mechanics of progurement; the réd-tape
part of it. I mean they must know the product well and kriow how it is
- ‘made. (You can see 1 believe in’ tns product—the of orcanlzatlon.}

Bear in m;nd that quotatlan I *ead you at the begwnnlng of this
talk. ~ ‘ _ :

'Then you must have your drawings’ ready, You can’t begln to do
your job if you don't have the drawings. Ycu must have your, Qpenlflca—
tions. You have to know or guess the requirements. (That isn't so
much of a bugaboo to me as some people say it is.) : :
There ‘has to.be an allocatlon ‘plan for the facilitiesland‘materials;
or else there will be-a dog fight. ™here can't be enough facilities '
for what we could use. I visualize it will be worse next time because

I believe the lOslSth demand ‘will be greater than the 1ndustria1 capa01ty

of the country. lhereforc, you will have a much harder tlﬂu._ .

Last of all, I'11 ask you, if you get 1nto tnls k¢nd of thing, to
get acquainted with industry. Its repzeseﬁtatlv 28 can help you very
much: After all, they are going to do this thing, If you tell them
what you want, describe it and pay them for it,.they will make it. :
And they can make it. They have: demonstrated . their ability. They want . -
to do it. But you will have to communlcate w1th them and get to know
them. e : S S

Procurement in wart¢mo may ‘briefly be sald to involve having the-
intelligence,” energy, and moral courage to do promptly everythlng
) practlcaole, somewhbrO short of 1awbreak1né, ‘in order to get. the
necessary supplies and equipment for the fighting man; to know the ‘
equipment, the laws and regulations wéll enough to take reSpon81b311tles‘
and make decisions to further your mission; lastly, to be in all you
do personally above reproach, 1ike ansar's Wlfe.

Then, on top of . “11 thdt, 1i we have a nlce fur~11ned, goldplatedL
wer, with plenty of time, if- you want to streamllnc everything that's
all right with. me, It would be & nice thlng to do, It would make a
nice setup, But remember; first things must come first,

T thank you very much,
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' QUESTION: There sg¢ems to.be some.discussion on the relationship
betweengproqpremenp;andainSpectidn,3‘Iéxitjthe procuring .agency that
does the inspecting or is it.done by a Separate inspection agency not

necessarily connected Wwith any of the procurement agencies? . - :

 GENERAL CHRISTuAS: I believe it is essential to have the inspection
as a part of the procurement, for two reascns:

First, one department of the arumy, in World War I, tried having -
inspection separate from procurement. .That was in about the middle of. -
World“War;I,.when‘supply_WQSnltfso;seribus/as nowj yet it was serious
and had to be changed. ‘ o

; Secondly, if you will think it .out for a minute, you will remember

T bore down on the matter of moral courage that was involved here. If

a man is in the inspection business only, he has just one goal in mind,

that is, to get the very finest quality. He will be faced, at least in

the kind. of. war we hadjlast,time,and;}lm‘airaid,much more in the kind of

war we have next time, with.th se cases where he must let go on the quality.
It means we must often take spsci ications only as & guide. Emerson said,
"Hitch jour wagon to a star, But you don't 3lways get up there, Therefore,
if the chap, who is in charge of procurement, and who has. this knowledge
and knows what ne is doing, hasn't the right to restrict the inspector,
thén often you won't get any action, any production on.time.

But thapfhas to bekdecidgd:pn,é~fairly‘high level. ‘
QUESTION:f But.ﬁhe'pbintfis; Why was theré>6ﬁéh a clear—-cut ﬁhought

that the,inspection.should,not;be_a part of/procurement?‘ Why is that

still going on? . Helen R : :

’ GENERAL CHRISTWAS: %Well, there are different kinds of people,
“just likeé we have different kinds of churches. There are some who
believe in what ‘is called the "functional" type of organization.
That means they would have the research and development, the.procure-
ment, inspection, shipping, and distribution, and so on, each a separate
activity and responsibility. That type organization works best (I bhelieve)
for an organization that handles only one type of product, like a cement
company. -Any agency handling a diversity of things can best divide the.
things up on a product basis for management pUrposes. o ‘
Now, in a very large operation, this chief inspsctor, to whom
would he report? If he disagrees with the procurement officers, who
will settle it? Will that go all the way up to the Secretary of
Defense? Someone has to refsree this sort of thing at a decentralized
level close to the essential facts, R : :
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In my opinion, the weak feature in having a separate inspection:
departmsnt.énd-oﬁher_separate'fuhbfional'depaftments is that all of
the decisions have to go up to "papa," . Eventuallyj he will-be a
nervous wreck, I don't believe in a big organization that would be
so satisfactory. You can get a lot of good arguments on the other side,
too, I'm sure, ' ST : - ' ATEIRP

QUESTION: In connection Wits this,question-of‘cost,»do we have
trouble now getting the manufacturer and .the contractor to agree as. _
to just what is cost on such things as research and development expenses?

GENERAL' CHRISTMAS: Do we negotiate contracts now? -
QUESTIONER: Yes, sir.

. .GENERAL CHRISTMAS: We have had a reasonable amount of trouble . - ‘
about’ that-thing. But there is about to be published by the Munitions,
Board-+it has been.agreed to by the three departmental secretaries in
charge of procuremgnt--—a book on\costrprincip1e$, Either by reference,

~or inclusion in the contract, the ' contractor will be told before he
does any business that there are certain~things the Government does
not pay, those it will pay., There was a lot of argument after this

war on contract settlement on things like that.

In one type of-cohtract you pay him for all reimbursable expenses;
on the other type, you negotiate a fixed type of overhsad. You check
only his pay roll and bills of materials, When you negotiate the
overhead, you leave out these non-allowable things, of which advertis-
ing is one; certain excessive salaries, high traveling expenses, and
things of that sort, Donations is another thing they argue about.
Most companies help the American Red Cross, the YifCA, and sc forth.

" But Uncle Sam is going to miss tpat one also, I thipk;";“‘l'. NPRTITS

CAPTAIN MILIER: This new Arﬁy'crganization we redd about in the

papers, will that affect your procurement organizatidh.

GENERAL CHRISTMAS: I believe not,. It has this effect: There .
are two Deputy Chiefs of Staff, Oné worries about the present, the
other about the future. As you heard briefly, the Produrement -Greup
handles both aspects of procurement. ‘ e o

However; there is one change that .affects logistics but does.
not affect procurement; that is, the assistant Secretary of the Army,
at the present time Mr. Gordon Gray; where formerly he had chargs of -
procurement only and was my chief (through the :Director of Logistics),
is now in charge of all logistic activity. So he is.the Director of

22
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Logistics—~superior'a11,tne way across the board. No change has been
‘made in procurement. ' \ ' :

GENERAL HOLMAN: Gentlemen, I think there are two things that are
most outstanding from the fine talk we have heard this morning: The
first is the requirement for vital leadership all the way through any.
procurement or production program. ~Secondly, there is never & dull
moment in procurement or preduction work. :

General'Christmas, we are deeply indebted to’you.‘il am sure we
- will all remember this most excellent discussion for a long time.

| GEWBRAL CHRISTLAS: Thank you very much. - I enjoy talking on
this subject, . - .

P







