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Mr. Edward T. Gush~e, Vice President, The Detroit Edison Company, 
was born in Los Arlg~ California, on l0 January 1895. He °~as 
graduated from Kent School and attended Pomona College. H~ was 
Nanagor of the C~stle Hot Springs Hotel, Hot Tprings, Arizona, for 
three years. Mr. Gush~e was a captain in the Infantry of the United 
States Arn~y, AEF, during World ~ar I° In 1920 he was employed by 
the Detroit Edison Company. He served in the Sales Department and 
organized the Inspection Division in the Research Department. 
I~'Ir. Gush~e then became Purchasing Agent andwas elected a Vice 
President of the C.o~pany in 19~5, and a Director in 1936. In 1939 
he became ~Ex~cutive V~ce President and Director of the*Union 
Electric Compauy of ~issouri and Subsidiaries, St. Louis, ~;lissouri~ 
Mr, Gush~e was called to ~Vashington early in 1942 to serve as Chief 
of the Purchas~ Poli~y Branch, Ordnance Department, U. So Ar~y. He 
returned'to Th~ Dstroit ~dis9n Company as Assistant to the President 
late in 1942; was later Assistant to the Chairman and elected Vice 
President as of January 1~48~. He served as a member of the Army 
Ordnance Advisory Board of the Detroit 0rdnance District, as Ohair- 
man of the Detroit Area Prcducti~n Urgency Committee, and as a 
member of the Labor Priorities Co~'~ittee, ~ar Eanpo~ver Co~ission. 
In June lg47 he was appointed District Chief, Detroit Ordnance 

o Gushe, e was President of the Michigan ~ Post~ Army District. Mr 
Ordnance Association, 1945-46; General Chair~n, Community Chest 
of Metropolitan Detroit, 1948. He is a m'~mb~r of the Detroit 
Metropolitan Ar~a Regional Planning Cc~omissicn and Advisory Committee, 
Business Administration, Wayne University. ~V~o Gush~e has been an 
officer and dir.~ctar from time to time ~f a z:umber of industrial 
companies. He is author of the bcok~ "The Church Teaches," ~nd 
co-author of the book, "Scientific Purchasing," and in 1937 was a 
recipient of the Shipman Gold N~edal Award. He is a Prcsident of 
Board of Trustees, Kent School, Kent~ Connecticut. 
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• . . - , . PROCUREMENT PRACTICES 

16 February 1950 

GEneRAL HOD~N: .Gentlemen, our lecture this morning is on 
procurement at tha operating.level, where things have to get done, .where 
.the contractor and the.contracting officer have to work together to solve 
all of,those difficult loc~l problems that mus~ be solved so that our 
fichting forces..can be provided ~ith equip~.~ent--the very best equipment-- 
in.the .shortest possible time. 

Our speaker is Mr. Edward T. Gush@e, who is a vice president 
of.,t£e Detroit Tdison Company, He is also the civilian District Chief 
Of the Detroit Ordnance District.on a basis of "when and.as needed" 
and without compensation, He brings to this platform awealth of 
procurement experience over a long period of time. He is intimately 
acquainted ~dth the very highly indus.tri~lized area out there in 
Detroit, an area from'#hich a great portion of our munitions came in 
the last.war and from which they will be expected to come should we go 
to war again. 

AS you ~now, the Ordnance. Department of the Army has worked for 
many years under a system of centralized Control and d.ecentralized 
operations. There are 14 ordnance districts located strateBically in 
the: industrial centers of the U~ited States. And it was with the idea 
inmind that it would be interesti~.~.for you gentlemen to know how a 
system of decen.tralized operations and centralized control works that we 
asked Mr. Gushee--who knows how the contractors think, knows .of their 
difficulties, and also knows of thQ .limitations under which a contracting 
officer must work at the operatinglewsl--to speak to us today, It .is 
a great pleasure to have him '~lith us this morning. 

"i. Wewelcom,s to.t.his~platform,, l~r. Gush~e. 

MR. GUSH~E~ ,General..Vanaman, General Holman,.~gentlemen: I feel 
a"i±tltie'.:like aschizophrenic.,personality this morning, .I am a little 
split .bg~ween mx .pride~ inbeing ..~skedhere and my dombt as-to whether 
I can really.add anything:of.importance to your.,store of knowledge in 
this exceedinglyimportant-subject of procurement. Procurement by the 
armed forces has tremendously far-reaching results both in peace and in 
war. In times of .pea c.e.3 p.ar,tioular!Y.i n these .days o.f tremendous budgets, 
procurement for defense .m~y 'Vi.tally affect the economic life-oe our .Nation. 
In time ~of war , it.~can.s.pe.ll the difference i~be,twee.n v.ictory and defeat. 

I suppose th~} doubt in myself is .somewhat natural fin view o~f the 
importanca of the .subject and because of my o~aua:ear.ly experience. .W.hil~ 
the story I am going to-tell appeared in print,, it actually happened to - 
me. Some years ago, when I firstwent into industrial .purchasing, I had 
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many opportunities to speak before purchasing groups around the country. 
It was a good mechanism to learn my job, as a matter of fact. Upon one 
occasion, I was asked to talk at a dinner meeting of the St. Louis 
Purchasing Agents Association. I arranged it along with a trip for my 
company. After dinner I made a talk, and after the meeting the 
treasurer of the assiciation came up to me and said~ "Mr. Gush@e, we are 
just starting out and do not have a lot of money, but here is a check for 
your railroad expense. It won't cover all your expenses." I said to 
hi~, "Well, that is very n~ce of you, but my expenses are paid by my 
company, I came down on business. You keep the check." His face lit 
uo as if the sun had suddenly glowed on it. "That's awfully nice," he 

said. "Do you mind if we ~dd it to our special fund?" I said "no." In 
idle curiosity-- and curJiosity is not always a go~d thing-~I as ked~ '~ha~ 
is your specia~ fund?~' He replied~ "~r. Gu~h~e~ we are getting together 

fund~this year to enable us to have teeter speakers next year~" 

Now, procurement, particularly government procurement, is a very 
complicated job. If you could picture to yourself the ideal comoosite 
individual who had within himself every qualifiCatio~ of a o~rfect service 
purchasing ~gent, you Would find that he would be a first-rate la~yer, 
several kinds of engineer, a certified public accountant, an administrator, 
and in his relations with the Civil ~ervice Commission, something of a 
magician. He would be a consummate politician and diplomat. He would 
be endowed with the patience of Job and the wisdom of Solomon~ He Would 
have the courage to side-ste# laws and regulations, when necessary, even 
though such action might mean dishonor and an end to his career. And, 
above all, he would have the honesty and fervor of a patriot. I can 
name you men who; if they did not have all those technical qualifications, 
did have these moral qualities; men who offered.their careers ind their 
reputations on the altar of patriotism in this last war° 

Obviously, we will not'have time to discuss this morning all 
these qualifications or all the details of.a district operation. I 
must further simplify the subject between the two major phases of 
procurement--procurement in p~ace and procurement in time of war. War, 
to an extent, writes its own rules; an.d, while some of those rules may 
be prepared in time of peace; it is particularly about peacetime organiza- 
tion and peacetime procurement that I should like to talk with you a bit 
this morning. 

First, i want to say that I sincerelybelieve that the s~rVicos, 
d~spite many complexities and detailed laws governing their work~ do a 
good over-all job of procurement. I want to discuss with you this morning 
some of the things that handica p the services in this important field~ 
Some of these are things that the services themselves can do something 
about; others are matters that lie with Congress but that you and I can 
help influence if ws approach them in the right fashion. I don't want 
to appear to pontificate or to be a carping critic. My observations are 
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hased~notonly upon my expe~ience.in the district organization, but as 
&~businsssman and one whohas known something about procurement generally. 
I cannot be a:s constructive as I should like to be, because of the 
limitations of time, but I do want to speak about some of the things 
which I think, fundamentally, would help us all do ~ better job of 
~rocu~ement. I hope, the reforg, that I may speak to you very freely 
on. this basis and that you will understand my premise~ 

One of the things--and I think one of the most fundamental 
things--~hat we need to do our job, not only in procurement but in 
other phases Of service, life and work, is a matter that lies with 
Uongress. That is the fundamental, if you will, the philosophic, 
approach to procuremenz law. It would appear sometimes--I think.you 
will agree with me--as if the laws governing procurement are based on 
the philosophic concept o~k~eping a man. honest, rather than on the 
proper assumption that he is honest. Perhaps, gentlemen, ~his approach 
accounts for much of the burdensome detail,° the check and countercheck~ 
whichis true o[ government procurement. Such laws are planned, also, 
to enforce impartiality. That is a ~ood thing, up ¢o a point, but very 

frequently--and this is fundamental--the spelling out of detail, looking 
to enforcement of honesty and impartiality, substitutes .routine for 
:jUdgment, You and I know ~hat dishonest z~gn will always find~a way. 
• Checks and balances are needed in governmen~ and in industry--perhaps, 
to.some ~x~ent, more in government, becaus~ of the size of the job and 
.because it is a government job., than in industry--but they can go much 
too far. . 

.I find I am in pretty good company in this matter. I am in a 
power comPanY and Mr. Lilienthal was with tho TVA, so I did not always 
completely agree with Mr. Lilienthal. But I was very much interested 
to pick up the paper the other day and read what Mr. Lilienthal had 
said $~odays ago, I think i2 was, on the occasion of his leaving his 
then office...unfortunately, my secretary failed to include with my 
motes the clipping, which. I had carefully cut Out.of the. paper, but I 
• called ber up this morning and got her to.read a couple of.the points 
that he had ~ade much better than I can make. He said, in his discussion 
of government work, that. we are more or less archaic in our laws and 
• r:elgulations for funning thebiggest business in the world. He went 
on to say that he hoped and felt the2e was a way in which ~overnment could 
organize somewhat along the 'busfness pattern. He added that government 
.employees work in a frustrating--and these are Mr. Lilienthalls words, 
not mine-,anddefeating atmosphere because .of the burdensome check and 
c~unteroheck andthatgover~ment:mustTadopt the business policy of trusting 
i~s employees or sacking them. 

The infinite detail of governmont procurement is sometimes 
perfectly astounding. In the Detroit Ordnance District, gentlemen-- and, 
as far as government itself goes~ it is a small installation--last week 
we put out 900,000 pieces of paper. Sometimes I think we can give up 
making bombs and just smother th~ en~y with paper. 
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We must put the emphasis in procurement on the right quantity, 

the right quality, the right time, and the right price--the four corner- 
stones of proper purchase--and try at least to minimize the dotting of 
the "i" and the crossing of th~ "~" of detailed laws and regulations. 

These frustratigns.and these~complexities spring from a number 
of pointSo 

The second point I want to commend to yovr attention is the 
very difficult problem oosed by civil service regulations~ Of course, 

will all agree that some protection is neeffed for our civil servants. 
That is proper. But words really fail me when I contemplate the 
unbelievable things that are done under the guise of this protection. 
The Hoover Commission has treated of the subject. I made no such 
complete survey, but I have had certain personal experiences which under- 
line some of the facts~ 

As.a matter of fact, during the war, I was with th~ Ordnance 
Department for several months, and I had something to do with setting 
UP r enegotiation. We needed, in our renegotiation office in Washington ~, 
some men who had had ~xperience in finance and business, as a sort of 
review committee for the renegotiation boards around the country, I was 
asked towrite a job description to get them in, I think the classifica- 
tion was CAF-14. I had about l0 men in mind who were coming down here. 
Not one oT them had earned less than $-28,000 a year in business. I wrote 
a description. I was innocent. It came back, and I was told, "That one 
will get you a '7'." I wrote another one. It came back. That would 
have gotten me a "10." Finally, because I needed the men, I wrotG one 
that I don't think President Roosevelt and all his staff could have 
fulfilled, and I got a "14." Then Civil ServiCe" would not let me employ 
one of these ~n--ah exceedingly able fell~,wh0 had been an engineer, 
had been in finance, and had been a banker~ a man of independent means-- 
because the year before this particular period he had had.an office 
downtown in a brokerage house and had r~ceived an earned salary of only 
$3,000. They said he was not good enough to fill My description. I 
may add that, through the kind offices of General Campbell~ we managed 
to get around this decision. But it is a beautiful illustration of some 
of the difficulties that you men in procurement jobs, and in other jobs, 
have to go through. 

Take the present employment procedure. It is 'lout of this world~" 
The priorities for veterans and for past Civil service employees add up 
to a tremendously complicated job in hiring. Regulatiqns, as you know, 
are so severe that if an employee wishes to do a halfway sort of job, he 
can get away with it because, in order tQ sack him, as Mro Lilienthal says, 
you must have lawyers and spend practically all the time of the chief 
administrative officer keeping records. 
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0ae of the most deadly factors, it seems to me, is the pay scale. 
In ~he De~roit District, in this fiscal year, we may spend somewhere 
between, 300 and 400 mi,llion dollars of the taxpayers' money. In prepara- 
tion:for this job. last December, the Civil So:trice Commission cut back 
83 ratings--as a sort of morale builder, I suppose. I will admit that 
wewer~ somewhat at fault in that, in the same way that I was at fault 
in writing the descriptions I mentioned. We arc trying to get it 
corrected. We aze rigorously limited to a pay scale of between $5,000 
and $7,000 a year in most top jobs, and this simply does not attract the 
klnd of men that we need. I will have to modify that a little. I am 
amazed at the ~,liber of som~ of the men in civil service who are faithful 
and do a good job. 

We must not forget that we are in competition with all industry 
for brain powe~ and ability. Many of the mechanical methods of 
procurement stem from the limitations imposed by the Civil Service. 

t " ' Think of hls. A man who is rated as a buypr, a civil "servant, is limited 
to.a salary of ~4,500 a year unlass h~ couples With his work a large 
,amount o fadministration. And we need judgment, initiative, and complete 
integrity in th~'buy~r,S job~ plus knowledge gained by experience. 

-One of the most amusing, if it we.re not s~ anioying~ civil service 
quirks is the fact that an'employee, no matter what his ability is in 
the opinion of his superior, cannot be promoted, or even retained, if 
some distant individual in the Civil Service Commission does not think 
that a descriptive writing comes up to what he or she thinks are the 
civi:l service requirements. It is pure fantasy, gentlemen, when you 
consider the amount of money bein~ spent by the armed forces for defense 
materials~ not tc m~ntion th~ eXpenditures of the other government 
departments. 

An expanding organization, for instance, under these r~gulations, 
eveh though its ~ob increases 1O0 percent, if its so-called mission does 
not change, cannot get more top-l~vel ~mployeesthah some outfit that 
has a 50. percent less complex job or whose volume is much less 

• : , .  .. a 

I can only leave this though with Fou~ 'All 6f us, civilian and 
military alike, must dc everything we possibly can to see that the civil 
service regulations are changed as to hiring, firing, and pay scales. 

Another point I should llk~ to.present to you is the regulation 
that funds appropriated for a fiscal year must be spent in that year. 
As my 91d chief , Alex Dow~ president of Detroit Edison and civilian chief 
ofl the Detroit Ordnance Distric~for many y~ars, used to say, '~Wny should 
a Calendar month or months hava any vested interest in business or in 
government?" It is an absolutely absurd regulation and on~ that is very 
costly. I doubt that there are any men in this audience who have not 
been engaged in that last, hectic, 60rday driv~ to get the taxpayersr 
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money committed before the appropriationirmns out~ It:makes for 
haste and it makes for waste. It makes for confusion. It adds up to 
overtime and a too-hurried consideration of specifications and quantities. 
It is, in every fashion, an inefficient prevision. 

As a soecific example~ let us look at my ovm district in this 
fiscal year 1949-50. As I have said, we have a goal of 300 to 400 
million dollars this year, dependin~ onwhat the deVelopments are° Yet 
the budget was not passed until November or thereabouts. By the time 
they got working at it in Washington, we really began to g~t requisitions 
some time in Januaryo When you add to that fact the difficulty of getting 
and training employees, of obtaining office space, and all the rest of 
the hazards of this sort of job, you can begin to realize, I think the 
absurdity of a fiscal ~ear regulaticn. 

Yesterday, at a m@eting of the Ordnance Association and members 
of the staff, I spoke very briefly on the importance of decentralization, 
and of cooperation between indus try~ the American Ordnance Association, 
and the Army° I had not planned to say much about that except to emphasize 
my thinking that it is a very important job, but I have been asked to 
make a special remark or ~o in relation to it. 

I think it is an exceedingly important thing. The Army, to a 
large extent, through the Ordnance Depart~ent and in other fashions, 
does decentralize its procurement. There are many very valid aud 
important reasons for decentralization~ I suppose one of the most impor- 
tant today is the fact of a possible war, and we might be decentralized 
against our ~illso I think, however, th~ most imp~tant factor in 
decentralization is that it brings procurement to the seat of know-how, 
where the industry know-how in a particular kind of product is located, 
Equall~ important is the opportunity it gives for human friendships and 
for understanding. As I said yesterday~ all things are done--it may 
sound trite--through human beings. And if human beings can get together 
on a friendly basis and on a basis of understanding--which they can do 
at the local level and which cannot be done, as well a~ least, at the 
Washington level--the result is increased efficiency and a better job 
all around. 

I spoke, also, of the real necessity of what I called decentralizing 
decisions° Both industry and the services have the problem of staff work, 
and in these important thingsj whether in industry or in the services, 
it is very natural to want to make the decisions at a staff level, when 
it is really an operating matters I s:peak of that in connection not only 
with the general staff, but with what we had in the Army during the war, 
the ASF, or with the Munitions Board, or with any other organization 
which works on a staff ~evel. Decentralized decisions will frequently 
bring better results and faster results. 
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Speaking of industry,one of the questions foremost in the minds 
of members of industry is t~t of standardization and inspection, i am 
no: production expert,, but I do know some of the difficulties involved 
in this question. I have discussed them with some of our industry people 
in D6troit. Ishould like to quote from one of.these representatives, 
a f~iend of mine ~ho does know production, in relation to standardiza- 
tion and inspection. His ideas are not the whole story, but they at 
le~ast may be stimulating to your thinking in relation to this tremendously 
important ma, tter .of standardization. I am going toquote him in a rough 
fashion: 

"Complete standardization of military equipment can be 
accomplished only where the items to be s~.ndardized will be 
produced through a completely new facility tooled up for this 
purpose ~" 

That is idealistic standardization, :if you will. 

~Where.early large-volume production iS essemtial and 
commercial items of a similar nature exist and are in production, 
use of these comm.orcial substitutes must be mado. 0nly where 
ther~ is no commercial substitute or where early large-volume 
production iS. not required c~u the ideal of complete standardi- 
zation of military equipment be afforded," 

t 

He goes on: 

"Standardization should be arriw~d at only through 
deliberate::and.~nalytical p'lanning and not ~s a result of 
happenstance, or political .reasons--or compotit~on ~s the only 
factor." 

We tend, gontlemen~ sometimes to standardize a product because 
we get a low price for a particular kincl of vehicle, in this instance, 
or materiel° .-- 

. .  , , .  , .  

"Any standardizationarrivod at as a result of this 
happenstance will not necessarily be predicated on either.the 

• ~ seleCtion of the best unit mechanically or the selection of 
the most adequate manufacturing 'facilities and.capacities~ 
Rules freezi.ng s%andardiz~tien on an idealistic or"academic 
basis,will almost certainly be scra.pped under the pressure of 

i .  wartime tooling. 

"Standardization Of units.~ithin an industry for ~ given 
type product is really workable only Whore it is logical from 
a production standpoint and permits using existin~ tooling. 
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"Inspection duplication by the ~overnment is sometimes 
a waste of ms.npower." 

By "duplication" w e  mean both in industry's inspection and the 
government inspection. 

I think a great deal has been done to improve inspection procedures 
over the last lO years. There is no thought of relaxing the demand for 
quality that the military requires, but a basic decision should initially 
be made as to whether or not the supplier is experienced and competent. 
If he is, it is oossible--a~nd I know this is going a long way--that the 
Government might w@ll be satisfied, in many instances, with final inspec- 
tion and acceptance tests. Of course, if that inspection is not keeping 
the stuff up to date~ we can go back to the detailed insoection. If it 
is decided that the company is not experienced, then we certainly should 
think about saving manoower and hot'duplicating inspection as between 
industry and government, and let the Government do it all through the 
production process. 

Let me hasten to add that this suggestion, both as to standardiza- 
tion and inspection, will not wholly solve the problem. It does indicate 
the necessity for open-minded study of this very important question. 
Neither standardization nor inspedticn is static. They are fluid• and 
need your best thinking. 

~ow a few details° I hope the time will come, when Army purchasing 
can be done; to some extent, more tb.n it is now through the medium of 
standard purchase orders, rather th~n through tI~ use of large, complex, 
and detailed contracts, which is now the usual proce~ureo The-H~over 
Commission, I think, has sho~mn that, in a large n~mber of government 
contracts, the cost of the routine is in excess of the cost of "the goods 
purchased~ True, many, complex and large orders must be covered by detailed 
contracts, but there is much simplification possible in the handling of 
a myriad of small orders. 

I realize what a tremendous job was done when placing business 
of up to @l,O00 without advertising was approved° That saved a lot of 
time, trouble, and expense. Personally, I think that limit should be 
upped to at least $10, O00--that we should have the right in peacetime 
to purchase up to $10,000 at least, ~ithout the burdensome detail of 
advertising. 

There has been much very fine work, legal and otherwise, on the 
complicated patent article in our contracts. I think it is still some- 
what restrictive and needs some further study, particularly in relation 
to that part requiring a company to get patent licenses from subcontractors. 
I realize that the requirement is not absolute, but it does place a very 
considerable burden on industry and tends to slow down your procurement 
job and ours. 
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One of the objectives of peacetime procurement is to prepare for 
wartime procurement. We are spending much tiHm and a lot of money on 
mobilization planning. (Incidentally, it is beginning to click a little 
better Q) It would~b~ helpful, it s~ems to me, if we could go a little 
further and use peacetime procurement as an aid to mobilization planning 
as well as an aid to wartime procurement. In that respect, we probably 

~w~id:have t0::~ve some regulations changed, and we would have to have 
the courage not always to take the low competitive price, because, 
ifrequently, the company with the low competitive price is not the right 
company~for other reasons. 

I had considerable experience in the early days of the past war 
with renegot~ation, and I Would like to pay my compliments here to General 
Ouinton, Colonel Duffy, ~Ir. Jos3ph Dodge, and others, who did a magnificent 
job of thinking and organizing wartimerenegotion. I believe in wartime 
renegotiation, but I should like to emphasize two things to you: (1) that 
the administration o~ renegotiation should always be in the hands of the 
particular procurement organization concerned (I dontt moan, of course, 
the buyer or the contracting offioer, but the particular procurement 
organization which does the buying); and (2) that renegotiation should 
never be a pure accounting or slapstick operation; it is not a function 
of a taxing department or of a bookkeeping department, and, literally, 
if applied in that fashion, will defeat its own purpose and hamper 
production and delivery~ 

I have a very real doubt that renegotiation should be widely 
applicable to procurement in peacetime. During peace, there should be 
adequate opportunity to plan our procurement procedures, and normal 
procurement procedures should furnish all the safeguards that industry 
itself uses in buying. There is, at least, a question whether the good 
to be obtained!bythe Government is commensurate with the burden placed 
upon industryi For instance, there is a natural hesitancy upon rib part 
of a company to accept a government order when it has a very large volume 
of its own business~ or to accept a relatively small government order, 
when it realizes that it is going tO be subject to renegotiation. Of 
course, commercial business isn't subject to renegotiation, but in order 
to accept a small order the company must subject itself to a pawing 
through of its whole business on a renegotiation basis. 

I have tried to bring to your attention soma matters--some of 
first importance and some of minor importance--which I believe, if 
examined and acted upon by the Congress ann by the services, ~ll result 
in a more efficient job. I think that efficiency is very important. I 
thinkwe should take to heart what Vannevar Bush wrote in his recent 
book, and I quote: 

"There is a common notion that during -~ar costs do not 
count° ~ There is no greater fallacy. The error comes from the 
belief that civilian resources are unlimited. They arm not. 
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Costs are more important in war thegn at any other time, for 
th~ ~, need for over-all effectiveness is then more imperative." 

It is conceivable, gentlemen, that we couldwreck our country, 
either in peace or in vat, now that defense andvar are so tremendously 
expensive, if we do not pay careful attention to the fundamental 
economy as a whole and to economies. We cannot afford to be extrava- 
gant and inefficient. 

Perhaps it would be helpful if I summarized ~ome of the points 
I have made: 

i. The Congress should consider fundamental human concepts in 
rewriting the laws governing procurement and, as far as possible, give 
latitude to knowledge, experience, and judgment. 

g. Revamp civil service regulations in relation to hiring, 
firing, and compensation, and all that that means. 

3. Abandon or modify the" fiscal year policy. 

4o Continue and strengthen in all~rvices decentralization of 
procurement and decentralization of decision. 

5. Study and develop the important questions of standardization 
in peace for adaptation in war. 

6. Continue the improvement-,and there has been improvement-- 
in inspection procedures. 

7. Develop the use of a standard, uncomplicated purchase order. 

8. Raise the nonadvertissd purchase limit from the present 
limit of $i,000 to at least $i0,000o 

9. Develop the patent articles a little further, particuL:~rly 
in re!ationto subcontractors° 

i0. Extend the use of peacetime procurement as an aid to mobiliza- 
tion planning. (That will take courage.) 

Ii. Study the wisdom of renegotiation in peace. 

In conclusion, I should be less than accurate if I did not say 
to you, as I said when I started, that a good job is being done° I will 
go further. Under the present congressional and Army regulations, a 
corking good ~ob is being done in the field generally. But I do want 
you to understand that what I have said deals only with suggestions for 
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fundamental improvement and simplification--things which must start, I 
suppose, with •Congress and the top'level of the Defense Department, but 
which you gentlemen, if.you think them through, can influence tremendously. 

Thankyou very much. 

COLO}~L M OCULLOCH: Are there any questions? 

QK~STION: Mr. GushSe, would you care to discuss any ideas you 
• might have relative to the establishment of a central procurement agency 

within the Department of National Defense, and then decentralizing it 
down to regional and •field offices, which would be known as National 
Defense Procurement Offices? In other words; as it is now, we have 
seven technical services in the Army and they have their procurement 
setup; there are six bureaus in the Navy that do their own procurement; 
and there is Headquarters Air Nateriel Command in the Air Force° What 
I am referring to is centralization of those organizations at the top 
and then decentralization into local offices for operations, with those 
offices being called National Defense Procurement Offices. 

b~. GUSk~E: I have often thought that there probably should be 

some over-all central staff organization; however, it is such a tremendDus 
job in all three services that a complete centralization, I believe, would 
break down. I realize that Canada has much the same•Sort of organization 
as that of which you have spoken, I think we get a little confused in 
thi£king of the seven services and the other groups as integral to them- 
selves. Let me illustrate that by a description of an industrial 
purchasing department. Central authority, of course, is vested in the 
director of purchases, but, in a very small fashion~ exactly the same 
kind of thing exists in industry. As in Ordnance, the Signal Corps, and 
the other services there are special buying groups--mechanical groups, 
electrical groups, and so on--and fellows who are specialists. You 
always must have spgcialists and have them at top level. 

• I think the time will come when'~ will have the Army Service 
.Forces concept applied to all three military departments but I pray, if 
we ever do have it, that'it does not function on an operating basis. I 
hope that it remains a staff and planning function and does not become 
an operating one. If it gets into operations, it will surely break down. 

1 

Have I at all answeredyour question? If not, ask me another 
to help illuminate it. 

OUESTION: I was thinking of this; One large plant is turning 
out materihl for the three services. In the inspec%ibnsystem, the plant 
~s visited by an Air Force inspection team~ a Navy team, and an Army team. 
It is expensive for the services to send three teams out there when one 
Department of Defense inspection team could handle it. 

l l  
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~. GUSHE, E: Of course, there is no ausstion whether such over- 
lapping should be and will be adjusted. We were talking about it 
yesterday in respect to the m~tter of security. On certain things, before 
you send out drawings, I understand you must check security. Of course, 
in the first place, it is almdst impossible to do so on the present basis 
of advertising and the widespread sending out of bids. Second, industry 
gets pretty fed up when it is checksd for security by three or four 
services. But note that, despite the fact that regulations ~ay if one 
service has passed on the security that is good enough for all services, 
because of dispersion and tim<',, such central checks do not work. Perhaps, 
from a practical standpoint, it could be brought togethe~ at the local 
lev~l." 

! 

OUESTION: Mr. Gushee, would you comment on how you think the 
General Services Administration, the old Bureau:of Federal Supply, 
should fit into procurement for the Department of Defense? 

MR. GUSH~E: Under th~ presen~ regulations, the Gdneral Services •o 

Administration is supposed to buy tires. Tho fashion in which-that was 
done last year prevented us from getting a very much lower price than 
we otherwise would have gotten. ~- 

The question noeds study. 
the right to use judgm(~nt. 

It needs what I mentioned~before -- 

QUESTION: Nr. Gushee, I interpret your remarks to mean ithat " 
• ., : - 

you do not t hi~k very mubh of renegotiation of contracts. 7~%at are your 
r e as ons? 

~R. GUSh~E: I wholly agre 9 with renegotiation i~ wartime, i 
do not believe it is necessaryVin peacetime because we have t~me to 
advertise and get competitiv~ bids. I believe that many companies whom 
we would •like to have supply Us.resist taking the orders because they 
do not want their books pawed throug h in the case of a small order. It 

~° "" e does not work~ We are going to have trouble with it this year~ dszlnlt,ly. 
Business is getting a little n~rvous, shall I say, about the Government 
going through everything they have'. 

QUESTION: $ir~ have you seen any beneficial effects of the Armed 
Services Procurement Planning Officers (ASPPO),.and do you ~hink, if 
the plans are completed, they will give industry the confidence you say ~ 
is necessary with the~unifioation of the armed services? 

Also, could you comment on the need--if there is a need--f6~ h 
higher, level of experience or longer assigrnnents on the part of military 
personnel dealing Wi~h industry? 

MR. GUSH~E: To answer your last question first, without question, 
it is a handicap to efficiency to have people taken from one job and put 
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into another in a relatively short length of time. I presume, from some 
aspects, it is a wise thing. On the other hand, I wish there could be 
an increased tenure of responsibility for the same kind of work. As it 
is now, the man just about gets his hands on the job and really knovm 
what it is when he goes to something elseo As to your first question on 
ASPP0, I think the general effect on business, after it got to understand 
it, has been good. It is a correct start--this matter of having one 
service more or less negotiate, as I understand it, or visit, for all 
Services. That particular fact, which is a good one in itself, gets a 
little mixed up with the great complexities of the planning job, and I 
don~t know what the over-all effect on industry is. We have some major 
industries that are having a good deal of difficulty with it, and that 
is natural because of the size'of the job. I think, in gsneral~ it is 
a good thing. 

QUESTION: Would you care to comment as to whether or not you 
think the services, in general, are giving enough information out to 
the public. Does the public know enough about what we are trying to 
do, what we have to d0, and the conditions under which we have to do 
omr job? That may ha~e some effect on Congress, attitude ultinw~%ely. 
Weul~ you care to comment on that? 

MR. GUSH~J~E: As I said; I think you musz give information to 
Congress and to the public. The question of world defense is such a 
complicated one that it is exceedingly difficult to bring the kind of 
information about which you speak to the public. I think they are 
getting a good deal now. I realize how tremendously difficult it is. 

0UETT!0N: S ir~ we have conceived an idea around here that the 
Armed Services ProcuremGnt Act of 1947 is pretty good and that it is 
generally adequate to do the job we have to do. Would you care to point 
out any weaknesses, other than the $I,000 limitation, that you think 
might be corrected? 

NR. GUSH~E: Nothing other than what I have already said, The 
fundamental concepts are wrong, as Nr. Lilienthal pointed out. The 
Procurement Act and the fundamental principles of government in business, 
or the business of government; need a complete, thorough overhauling. 
It is those things that make for 900,000 pieces of paper out of the 
Detroit Ordnance District in a week° That is a great deal of paper for 
that little District in one week. 

0UESTI0~: It would seem to me that the administration of the 
Procurement Act has not gotten across to the business world yet. It 
probably has not had a chance to do that. But it occurs to me that, 
since one of the provisions of the act allows exceptions to be made tc 
the renegotiation rule, it is up to the businessman: to show that his 
pricing is in line so that he m~y be exempted. "VVould you comment on 
that? 
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~R. GUSH~E: I would first say that there may be, in peacetime, 
certain kinds of contracts that should be renegotiated. I am not absolutely 
sure. I think we would be, better off ~ithou~ renegotiat$on because of 
competition and the other things I mentioned. I think you can do a good 
job of procuremert without it. From a practical standpoint the only way 
to beat the act is to make all of these exceptions. I hope many of them 
• ~vill be made. That, however, rests with the a~ministrative authority 
in Washington. I hope it will be used widely. I am afraid the exceptions 
are going to have to be used widely if we are to get the material where 
we ought to g~et it. 

COLO~L McCULLOCH: Mr o Gush@e, on behalf of the staff and faculty 
and the student body, I thank you for an excellent presentation. Thank 
you, sir. 

~R. GUSH~E: Thank you. 

(4 April 1950--350)MG 
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